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MANAGEMENT DISCUSSION SECTION

Operator
Ladies and gentlemen, thank you for standing by. Welcome to the EZchip First Quarter 2012 Results Conference Call.
All participants are at present in listen-only mode. Following management's formal presentation instructions will be
given for the question-and-answer session. [Operator Instructions] As a reminder, this conference is being recorded,
May 9, 2012.

I would like to remind everyone that forward-looking statements for the respected company's business, financial
condition and results of its operations are subject to risks and uncertainties, which could cause actual results to differ
materially from those contemplated. Such forward-looking statements include but are not limited to, product demand,
pricing, market acceptance, changing economic conditions, risks in product and technology development and the affect
of the company's accounting policies as well as certain other risk factors which are detailed from time to time in the
company's filings with the various securities authorities.

I would now like to hand over the call to Mr. Ehud Helft of CCG Investor Relations. Mr. Helft, please go ahead.

Ehud Helft
Thank you, operator, and good day to everybody. I would like to welcome all of you to EZchip's First Quarter 2012
Conference Call and thank EZchip's management for hosting this call. With us on the line today are Mr. Eli Fruchter,
the CEO and Mr. Dror Israel, the CFO.

Before we begin I would like to point out that during this call certain non-GAAP financial measures will be discussed.
These non-GAAP measures are used by management to make strategic decisions and forecast future results and the
company believes that these figures provide a better method of evaluating the company's current performance. A full
reconciliation of the Company's non-GAAP financial measures to GAAP financial measures is included in the earning
release issued earlier today.
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I would now like to hand over the call to EZchip's CEO, Eli Fruchter. Eli?

Eli Fruchter
Thank you, Ehud. Good day, everyone, and welcome to our first quarter 2012 conference call. Revenues for the first
quarter totaled $14.4 million dollars, up 1% sequentially and up 9% compared to the first quarter last year.

Gross margin on a non-GAAP basis for the quarter reached 85.4%, the highest quarterly gross margin in our history,
with Cisco contributing a very significant portion of our quarterly revenues. This enabled us to present non-GAAP net
income of $7.8 million dollars for the quarter representing an outstanding 53.9% non-GAAP net income margin.

Furthermore we increased our cash balance by $18.4 million dollars to $145.2 million dollars with zero debt at the end
of the quarter, further solidifying our already very strong financial position.

Looking at our quarterly revenues in further detail, first quarter revenues from our specialized processors, sold to Cisco
through Marvell, reached a record of $7 million dollars: 49% of our revenues in the first quarter, up 105% sequentially
and up 54% from the first quarter of last year.

Moving forward we continue to feel very comfortable with Cisco, especially with the ASR 9000 product that is
expected to be our main revenue generator at Cisco. We believe that Cisco's ramp as a customer can accelerate as the
ASR 9000 continues to ramp and once Cisco moves it's two other NP-4 based systems into production, which is
scheduled to occur later in 2012. We continue to believe that Cisco will contribute approximately 40% of our revenues
in 2012, up from 27% in 2011 and 20% in 2010.

First quarter revenues from Juniper totaled $1.8 million dollars or 13% of the quarter's revenues, down 47%
sequentially and down 38% from the first quarter last year. We expect a considerable decline in full year 2012 sales to
Juniper versus 2011 but believe that Juniper could still remain a 10% customer in 2012.

We also expect that we will continue to see some level of NP-2 revenues from Juniper in the upcoming years as well. It
is important, however, to reiterate that while revenues from Juniper are expected to decline in 2012 versus 2011, we
expect 2012 revenues from all other customers to increase versus 2011.

First quarter revenues from ZTE totaled $1.5 million dollars or 10% of revenues, up 413% sequentially and up 327%
from the first quarter last year. We are pleased with ZTE's revenue growth in the first quarter, mostly due to NP-3
based project purchases and partly due to pre production shipments of NP-4 based systems.

We expect to see continued growth at ZTE in the second quarter and believe that ZTE will continue to be a greater than
10% customer throughout 2012. However, as we stated in our last earnings call, ZTE is selling to large carriers that do
not purchase gradually throughout the year but rather make large project purchases, and this can result in lumpiness in
quarterly revenues.

All other customers, as a group, excluding Cisco, Juniper and ZTE, totaled $4.1 million dollars or 28% of the first
quarter's revenues, down 43% sequentially and down 24% from the first quarter of last year. The three large potential
customers in this group, Huawei, Ericsson and Tellabs that made up 32% of Q4 2011 revenues, made up only 7% of Q1
revenues.

These customers are still at the design phase with NP-4 and are now using the large amounts of samples they purchased
in Q4 to complete their systems testing and move to production. It is important to note that currently only one major
NP-4 based platform is in production at Cisco and one preproduction platform at ZTE and no meaningful NP-4 based
platforms are in production at our other customers yet.

We believe that this is mainly due to the fact that NP-3 customers move more quickly to production with NP-4 as they
are making use of the software investments they made in the past with NP-3. We believe that all other customers, and
especially Huawei, Ericsson & Tellabs, have strong growth potential once they move their NP-4 based products into
production.
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Turning now to our next generation products. NP-4 is in production and we expect NP-4 revenues will grow gradually
as the NP-4 based systems enter the market and begin ramping up. This ramp up, as always with carrier systems, takes
several years. At the same time customers are now starting NP-5 designs. We continue to believe that substantially all
our NP-4 customers will select the NP-5 for their next generation platforms. NP-5 is making good progress in R&D and
is expected to sample towards the end of 2012.

We continue to make good progress with our new product development in Kiryat Gat and we expect approximately half
of our R&D expenses towards the end of 2012 to be spent on that product line, up from approximately 25% last year.
We believe that we are building an extremely competitive, strongly differentiated product that will open new markets
for EZchip and the initial feedback from customers is extremely positive. The new product is expected to sample next
year.

Broadcom two weeks ago announced the fourth generation NPU of its Sandburst acquisition from 2005, which follows
the previous generation that came out in 2009. Broadcom has been in that space for the last seven years but to our
knowledge it has had no design wins in the routing space to date.

Since design wins are achieved before the sampling of a new part, we do not expect the new Broadcom part will be
used in the routing space in the next few years. We believe that substantially all our NP-4 customers will select the
NP-5 for their next generation platforms and that our main competition in the routing space will continue to be in-house
designs.

During the quarter Infonetics Research updated its Carrier Ethernet Equipment market size and forecast, which shows a
very healthy growth rate through 2016. According to Infonetics, CESR, EZchip's main market, is expected to grow
from $13.3 billion dollars in 2011 to $23.4 billion dollars by 2016, making it the fastest growing carrier Ethernet
market segment. When combining the expected market growth and EZchip's expected growth in market share and in
average selling price we see a 4X to 5X growth potential for EZchip through 2016.

2011 was a transition year for EZchip, transitioning from Juniper to Cisco and from NP-2 to NP-3 and NP-4. In terms
of our annual outlook, we expect this transition to continue in 2012 with Cisco expected to grow from 27% to over 40%
of revenues and Juniper declining from 24% to around 10%.

We expect our main growth drivers for 2012 will be the ramp up of our new NP-4 customers and the recovery in the
level of carriers' capital expenditure. We believe this will result in year-over-year growth in 2012. We expect our gross
margins in 2012 will be approximately 81% with annual OPEX at approximately $23 million dollars.

With regards to guidance for the upcoming quarter, we expect revenues to be up 5% to 10% sequentially with a product
and customer mix that will result in approximately 80% gross margin.

I would now like to turn over the call to our CFO, Dror Israel, for a more detailed financial review. Dror?

Dror Israel
Thank you, Eli. In order to better understand our business we are providing both GAAP and non- GAAP results. While
we discuss the non-GAAP results on this call, the GAAP results and the reconciliation between the figures are included
in our earnings release.

The non-GAAP financial measures exclude the effect of stock-based compensation, amortization of intangible assets,
changes in deferred tax assets and one-time charge due to early repayment of Chief Scientist grants in the previous
quarter.

Now to the results. Revenues for the first quarter of 2012 totaled $14.4 million, up 9% from the $13.2 million in the
first quarter of 2011, and up 1% from the $14.3 million in the prior quarter.
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Cisco, through Marvell, accounted for $7 million or 49% of revenues. Juniper accounted for $1.8 million or 13% of
revenues. ZTE accounted for $1.5 million or 10% of revenues. Our other customers, which include some of the world's
other tier 1 networking vendors, as a group, accounted for $4.1 million or 28% of revenues for the quarter.

Within the other customers group, Huawei, Ericsson and Tellabs accounted together for $1 million or 7% of revenues,
all resulting from NP-4 pre production shipments.

Non-GAAP gross margin for the quarter totaled 85.4%, up from the 78.5% in the first quarter of 2011 and above the
76.8% last quarter. The increase in gross margins resulted mainly from a higher level of revenues from Cisco, coming
through Marvell as royalties, in addition to the early repayment of Chief Scientist grants last quarter, which eliminated
all future royalty obligations related to our anticipated NP-4 and NPA revenues.

Non-GAAP R&D expenses net for the quarter totaled $3.2 million. This amount included $1.4 million in R&D grants
received from the Israeli Office of the Chief Scientist. On a gross basis our R&D expenses for the quarter totaled $4.6
million.

Non-GAAP operating expenses for the quarter totaled $5.1 million compared to $5.3 million in the first quarter last
year and compared to $5.2 million in the prior quarter. We expect that our annual OPEX level in 2012 will be around
$23 million.

Non-GAAP operating income for the quarter was $7.2 million, an increase of 42% from the $5 million operating
income in the first quarter last year and up 25% from the $5.7 million operating income in the prior quarter.

Non-GAAP net income for the quarter totaled $7.8 million, an increase of 44% from the $5.4 million net income last
year and up 23% from the $6.3 million in the previous quarter.

Fully diluted EPS on non-GAAP basis was $0.27, up from $0.19 in the first quarter last year and from $0.22 cents in
the previous quarter.

Moving over to the balance sheet, cash, cash equivalents and marketable securities totaled $145.2 million as of March
31, 2012, compared to $126.8 million at the end of the previous quarter. Cash generated from operations during the
quarter was $6.9 million, cash used in investing activities was $0.3 million, cash provided by financing activities was
$11.4 million, resulting from the exercise of stock options and an additional $0.4 million increase resulted from
unrealized gains in marketable securities.

And with that I would like to open the call for the Q&A session. Operator?

Q&A

Operator
Thank you. Ladies and gentlemen, at this time we will begin the question-and-answer session. [Operator Instructions].
The first question is from Jeff Schreiner of Capstone Investments. Please go ahead.

<Q - Jeff A. Schreiner>: Good day, gentlemen. Thank you for taking my questions. Eli, I was wondering if you could
just clarify for us, I mean you've talked about – you've made the statement that we believe a lot of our NP-4 customers,
or a majority, will move on to NP-5. But can you give us some hard details or some hard numbers to look at in terms of
maybe the number of customers who have already committed to NP-5? Just a number perhaps? And should we expect
any change in NP-5 in terms of the customer base from that what we've seen in NP-4?

<A - Eli Fruchter>: Yeah, hi, Jeff. Thank you for the question. So right now, as we see it, we believe that all of our
NP-4 customers will move to NP-5. And we will know for sure once they really start the designs. So some of them
already started, especially the ones that are more advanced with NP-4.

But we believe that all of them will. And as we said before, five of the seven large CESR customers selected NP-4 and
we believe that all of them will move to the NP-5. And that in addition to that we have [audio gap] (18:53) more. I
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would say that we have approximately 30 NP-4 customers and we believe that all of them will move to NP-5.

<Q - Jeff A. Schreiner>: Okay. Just wondering in terms – I appreciate the guidance in terms of some clarity there in
terms of the sequential growth expectation. However, when you look at your inventory increase sequentially, it seems
much higher than that. Can you speak, Dror, to the need to increase inventory and what's the outlook based into the
second half, given such a large increase?

<A - Dror Israel>: Yes, hi, Jeff. So the increase in inventory is mainly resulting from preparing for NP-4 customers
they're moving to production in the coming months. We don't know for sure when exactly it's going to happen and it's
worth the wait.

So we want to be prepared and we want to be in a position that we can comply with our customers supply chain
requirements. So this is the main reason. I know it is a bit above our normal levels but we feel pretty comfortable with
that and believe it will help us supply the NP-4 production units when our customers are moving to production.

<Q - Jeff A. Schreiner>: All right. Last question from me, gentlemen. I know you talked about for the full year being
kind of up year-over-year, obviously that leads itself to kind of a wide range. But you look at last year first half was
relatively equal in revenue distribution than the second half. Right now it looks like there is a lot more opportunity
given not a lot of NP-4 ramp occurring at this point in time for a larger second half than first half. Given your visibility,
what are you thinking in terms of how investors should think about the second half relative to the current first half
expectations?

<A - Eli Fruchter>: So I think that it really depends on two things. One is the three – new NP-4 customers that we
expect to be in production. That should be one of the growth drivers. And the second is really the recovery in carrier's
capital expenditure. And both are expected to happen in the second half. But it's too early for us to really quantify it. So
we believe that it's going to happen but we cannot really quantify and know exactly when. So we will simply have to
wait and see.

<Q - Jeff A. Schreiner>: Okay. Thank you very much, gentlemen.

Operator
The next question is from Gary Mobley of Benchmark. Please go ahead.

<Q - Gary W. Mobley>: Hi, guys. Based on your gross margin guidance for the second quarter I'm assuming that
you're expecting revenue to Cisco to decline somewhere in the range of 15% to 20% and if not can you clarify?

<A - Eli Fruchter>: So, hi, Gary. We've said many times that quarterly revenues can be lumpy and we should look at
annual revenues for any specific customer to see the trend. As we said before, we believe that Cisco will grow to
become a 40% customer this year. But it does not mean necessarily that we – that it will be very smooth. And Q2 is
expected to be lower than Q1. But I would not draw any conclusions from that.

<Q - Gary W. Mobley>: Okay, all right, well, that's helpful. So I'm assuming if you're going to start sampling the
product that's being developed in Kiryat Gat by the end of 2012, we might see the announcement of that product prior
to that. Is that a good assumption?

<A - Eli Fruchter>: So right now we are expecting to sample the products not this year but next year. And, that's that,
but we do expect to say what that product could be before the end of this year. So announcing before the end of this
year and sampling before the end of next year.

<Q - Gary W. Mobley>: Okay. And, Dror, could you share with us what NP-4 contributed to total revenue for the
quarter?

<A - Dror Israel>: Yes. So we're not providing breakdown by product line; I know we gave it last quarter and we said 
that NP-4 contributed about 21% of last year revenues and that was to show that we really expect a lot of growth with
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NP-4 because it was mainly central revenue. But other than that we're not breaking down revenues by product line, so,
so.

<Q - Gary W. Mobley>: That's okay. All right. Thanks guys.

Operator
And the next question is from Daniel Berenbaum of MKM Partners. Please go ahead.

<Q - Daniel A. Berenbaum>: Okay, thanks for taking the call. Going back to the competitive landscape a little bit, Eli,
and you talked specifically about Broadcom, but can you talk just a little bit more generally about whatever other
merchant competition there may be out there, if there is any other merchant competition? And let's say Broadcom does
come back with a very strong product for edge routing in particular, what is, if they get design wins soon, what would
be the earliest that it could hypothetically impact your market share or your revenue?

<A - Eli Fruchter>: Hi, Danny. Thank you for the questions. So when we spoke about competition in high-speed
network processors, we spoke about some standalone company Xelerated that is now part of Marvell. And we spoke
about Broadcom that acquired Sandburst back in 2005.

And Broadcom is now bringing their fourth generation part into the market. Both Broadcom and Marvell are really the
only, I would say, high-speed merchant silicon NPUs in the market. But both of them won't have wins against NP-4 in
edge routing. They do have some success in switches. They have some success in the transport, but not in edge routing.
And in edge routing we have won, the NP-4, and I believe that those customers will move to the NP-5. And therefore I
think that in the next several years, I don't think that there is a threat.

Saying that, I think that both Broadcom and Marvell are very powerful companies and they certainly can make efforts
in going into the edge routing space. I believe it's possible, I don't think it's likely. And in any case it will not affect us
in the coming years.

Remember that customers are making huge investments in us, in developing software around our merchant processor
and to move to another solution, whether it's another merchant silicon or in-house, could take years and that could have
a very strong impact on the cash flow.

The last one that did that was Juniper that went from using the NP-2 to in-house development. So yeah, it is a risk that
exists. I don't think that it has any impact on us on the coming years. And I believe that with what we are doing right
now and with our next generations, I believe that we are in a very strong position in edge routing.

<Q - Daniel A. Berenbaum>: And then, Eli, maybe just to get a little more granularity, if you could talk just very
briefly and I know – I'm sure you're familiar with the Sandburst product obviously. Can you talk just very briefly about
some of the architectural advantages? What are the reasons that your customers chose EZchip to begin with? And then
I also want to flip that question around is, I know obviously you do play in the access market a little bit, what's to
prevent EZchip from redirecting your [audio gap] (28:29) and potentially taking share from Broadcom, where the
Sandburst family has been successful?

<A - Eli Fruchter>: So regarding the high-speed, a little bit of the differences between us and both Broadcom and
Xelerated, and why we're winning edge routers, I think that edge routers require a lot more features. And especially a
very, I would say sophisticated and high-end traffic manager, which is not part of the Broadcom device and it's very
limited in the Marvell part.

So that's – and that's a must in edge routers. So Broadcom one day announced they're part, they announced a part of
200-Gigs but without a TM, if you need to have a TM, then you need more power surrounding.

So I would say that this is from, I would say, from bandwidth perspective, it's more in-line with the NP-4 that sampled
two years ago and not the NP-5 that we sampled at the end of the year and I believe we will have two years lead in that
market.
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And again, talking about that could sound like I'm comparing the two parts and they're not really comparable in edge
routing. So although I'm talking about features – you asked me to give some more color, I do, but I think that they are
still very far from competing in edge routing.

As for the lower speed, in lower speed we see more competition. So if edge routing is our space, in access we see more
competition coming from other NPUs, not necessarily Broadcom and Marvell, it's more companies like PMC that's
acquired Wintegra and LSI Logic. They have an offering there there are FPGAs there, there are just simple features
there.

So, the access space is, I would say it's – there is more competition there. So it's very different from the routing space
that is making more than 90% of over revenue.

<Q - Daniel A. Berenbaum>: Okay, great. Thanks very much for the detailed answers.

<A - Eli Fruchter>: You are very welcome.

Operator
The next question is from Joseph Wolf of Barclays Capital. Please go ahead.

<Q - Joseph Wolf>: Thanks. I want to know, I know you're reluctant to breakdown the product mix on the NP-4 but
could you talk maybe a little bit, maybe with Cisco in particular, where or when you expect NP-4 to be more than 50%.
Or some sort of number around where they are in terms of, NP-4, in terms of the mix that they're buying?

And then my second question is with the other customers, where I think, Eli, you mentioned that you've got over 30
customers. Could you just talk a little bit about what those customers are looking at? Are they all NP-4? What the range
of product is? And you must be assigning some sort of success or failure rate, given you've got the five of the top seven
being such a – the bigger part of sales. Where do you expect these companies to be successful or what do you see for
the other group over time?

<A - Eli Fruchter>: Okay. So first of all regarding Cisco and NP-4, we believe the Cisco is really just at the beginning
with NP-4. We are not breaking NP-4 versus NP-3 but NP-4 is still smaller obviously than NP-3 that is in production
for four years now.

But we believe that NP-4 will grow pretty rapidly at Cisco as the ASR 9000 is gaining market share and becoming the
most important edge router, replacing other platforms that are doing similar functionalities and don't have an EZchip
inside them. I'm talking about all platforms. So, we will see, I assume that we will see the ASR 9000 getting more,
growing in revenues for Cisco and obviously for us with NP-4. So I think that we are just at the beginning there.

As for the other customers, we said that five of the seven, which we all know who those five are, but I said that there
are another about 30 customers. So there are 25 more that are using the NP-4 in different applications. Some of them
are also edge routing companies but I would say smaller than the 5 bigger ones. ECI is an example, Sienna is another
example.

And there are many other examples that are not necessarily in edge routing, some of them are in transport, some of
them are in wireless backhaul, some in aggregation. So there are different market segments that the NP-4 sells. But as I
said before, more than 90% is edge routing.

<Q - Joseph Wolf>: And of those 25, all that product of the $3 million or so that's non Tellabs, Ericsson or Huawei,
the $3 million is all in NP-4 right now or the others are deploying other product as well?

<A - Eli Fruchter>: I'm not sure I understood the question.

<Q - Joseph Wolf>: Well, there was about $3 million of revenue I think in the quarter from the other customers.

<A - Eli Fruchter>: Okay.



Company Name: EZchip

Company Ticker: EZCH IT

Date: 2012-05-09

Event Description: Q1 2012 Earnings Call

Market Cap: 3,458.81

Current PX: 12350

YTD Change($): +1490

YTD Change(%): +13.720

Bloomberg Estimates - EPS

   Current Quarter: 0.089

   Current Year: 0.847

Bloomberg Estimates - Sales

   Current Quarter: 9.212

   Current Year: 51.017

Page 8 of 11

<Q - Joseph Wolf>: Is that all sampling NP-4 revenue or that's other deployment?

<A - Eli Fruchter>: Some of it is NP-4 but not production. As I said, actually the only platform in production today
with NP-4 is the ASR 9000. So all revenues that are NP-4 related are still sampling or preproduction. And then we have
obviously NP-2 and NP-3.

<Q - Joseph Wolf>: Okay. Thanks, Eli.

Operator
The next question is from Daniel Meron of RBC Capital Markets. Please go ahead.

<Q - Daniel Meron>: Thank you. Hi, Eli and Dror, congrats on the ongoing execution. Just a couple of questions. First
as you look at the NP-5 customer demand, is there a chance the acceptance or demand for the NP-5 solution will ramp
up to the point that customers may launch even earlier than time given the growth in the underlying data traffic? Thank
you.

<A - Eli Fruchter>: Daniel, I'm not – your calling me from a phone that is not giving – is not a great line, so I could
hardly hear you. So if you can repeat maybe more slowly and shorter.

<Q - Daniel Meron>: Sure. Sorry for that, I'm on the road. So what I'm asking, is there a chance that the NP-5 ramp up
or acceptance cycle will be faster than we've seen with the NP-4 or the NP-3 given the growth in the underlying data
traffic?

<A - Eli Fruchter>: Okay. I understand now. So I think that the NP-5 will not depend on the growth in traffic, it will
really depend on how customers – if customers work with us on NP-4 or not. What we can see now with NP-4, that the
customer that used NP-3 are the first ones to go to production with NP-4 because of all the, first of all, investment that
they've done and because of the – they are familiar with the architecture and with the product. The same will go with
NP-5. And since now it's not just two customers but five, then we believe that all those five can move to NP-5 more
quickly once it is available.

<Q - Daniel Meron>: Okay. Thank you. And the follow-up question, you mentioned before the advantages of ASR
9000. Can you provide more facts on how you think your customers, with your solutions are doing versus the other
ones that are not using? Did you already start seeing market shares in actual numbers from the customer base of
winning out?

<A - Eli Fruchter>: I want to believe that our customers are gaining market share and from what we are hearing from
them, they do, but I think that those questions should go to them and I think that Cisco is announcing today, maybe
they will talk about it. And we are trying to follow that through the Infonetics Research report but recently they
dropped the market share portion in the report. So we really don't know what the market share is. Right now our belief
is that our customers' market share is growing.

<Q - Daniel Meron>: Okay. Thank you. Good luck.

<A - Eli Fruchter>: Thank you, Danny.

Operator
The next question is from Jay Srivatsa of Chardan Capital. Please go ahead.

<Q - Jay Srivatsa>: Well, thanks for taking my question. In terms of Q2 guidance, if Cisco is down, which other
customers that are making up the difference for you?
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<A - Eli Fruchter>: So we said that we expect ZTE to be up and obviously other customers as well. So generally as
we said we believe that we will be up 5% to 10% sequentially and right now I don't think we can say more than that.

<Q - Jay Srivatsa>: All right. In terms of NPA, can you give us an update on where things are? Are you getting more
traction there, you talked about competition but how do you – when do you expect that to start to make up a more
meaningful portion of your revenues?

<A - Eli Fruchter>: Well, we are gaining design wins, it takes time. I don't know how quickly it will go and how much
it will gain and what percent that it will be from our revenue. But as I'm saying, edge routing is 90% of our revenues
and I believe that that will continue for the next several years.

<Q - Jay Srivatsa>: All right. Last question from me, in terms of the service provider market, looks like it's been weak
for the last couple of quarters. And it appears that most of the service providers seem to be focusing more on the
wireless side and not on the wireline side. What gives you the confidence that you could see some meaningful growth
in the second half of this year?

<A - Eli Fruchter>: So what we said is that actually our growth will depend on recovery of the capital expenditures by
the carriers and on the entrance to production of our additional three NP-4 customers. We hope that that will actually
happen, but obviously we cannot be sure. We are listening to our customers. We are listening to others than those. It
seems that in the second half of the year, carriers will [indiscernible] (41:38). You cannot just invest in wireless and not
in wireline because then wireline will become a bottleneck. You have to invest in the entire network and I'm sure that
investments in wireline will resume. It's just a question of the timing. Right now it seems that it's going to happen in the
second half of the year but I still cannot be sure.

<Q - Jay Srivatsa>: Thanks, Eli.

<A - Eli Fruchter>: Thank you, Jay.

Operator
[Operator Instructions] There is a follow-up question from Jeff Schreiner of Capstone Investments. Please go ahead.

<Q - Jeff A. Schreiner>: Yes. Thanks for taking my follow-up. Eli, I just wanted to follow up on that. We've been
hearing a lot of chatter within the telco providers and those that work with those companies that a lot of this 4G traffic
that is getting bulked up and put out there and those investments made, yeah that's for wireless, but a lot of that traffic
then is starting to become offloaded on the edge routers. Is that something that you're hearing as well and wouldn't that
then imply that along with wireless, they're going to have to make some wireline investments as well to keep up with
the pace of what they're doing today.

<A - Eli Fruchter>: Yes, absolutely. That's exactly what I said. I said that you cannot just invest in wireless without
investing in what supporting it. And that without the edge router, well you get bottlenecks moving from the wireless to
the wireline. So yeah, I 100% agree with you in seeing that those investments must happen.

Jeff? Operator?

Operator
The next question is from Sundeep Bajikar of Jefferies. Please go ahead.

<Q - Sundeep Bajikar>: Hi, guys can you hear me?

<A - Eli Fruchter>: Yes, we can hear you.

<Q - Sundeep Bajikar>: Okay, thanks for taking my question. Just a follow-up on the comparative situation, to 
understand these better, but beyond Broadcom, Marvell, Alcatel-Lucent and Juniper, are you aware of anyone else



Company Name: EZchip

Company Ticker: EZCH IT

Date: 2012-05-09

Event Description: Q1 2012 Earnings Call

Market Cap: 3,458.81

Current PX: 12350

YTD Change($): +1490

YTD Change(%): +13.720

Bloomberg Estimates - EPS

   Current Quarter: 0.089

   Current Year: 0.847

Bloomberg Estimates - Sales

   Current Quarter: 9.212

   Current Year: 51.017

Page 10 of 11

working on high-speed NPUs, Huawei for example? The reason I ask the question is, as the CESR market expands
overtime like you pointed to on the Infonetics data, isn't it fair to assume it could support more players in the market?

<A - Eli Fruchter>: So I think that you are mixing a little bit different solutions. There is a difference between
in-house and merchant silicon. So merchant silicon is a Broadcom with the standard part and Marvell with an
accelerated part. And you know, Juniper and Alcatel decided – now using their in-house part.

But obviously, as we said before, the risk for us is coming from our customers. All of them have the capabilities and all
of them have ASIC design teams in-house and they are developing chips of that nature all the time. And that's not that
just Huawei. That's Huawei and Cisco and Ericsson, so this is our competition and it has always been the competition.

And the reason that we have won is because we were able to come to market with a very significant time lead. And we
were able to come with a generation as we see and as long as we continue to do that, I believe that there will not be a
reason for our customers to move to another solution. So we depend a lot on our executions, that has been excellent so
far.

<Q - Sundeep Bajikar>: Okay. Thanks for that. And just a follow-up on, I think a discussion you had previously on
architectural features. Now other than the integrated traffic manager, which EZchip has, are there any other major
differences in NPU functionality, specifically between switching and routing type of applications?

<A - Eli Fruchter>: There is a huge difference between switching and the routing. Switching is Layer 2 and the
routing is Layer 3. And the supporting Layer 3 makes it a lot more complicated to do. And that translates to many,
many features that exist within the chip but I don't think I want to go now into those details. But those features make
our parts appropriate and selected for those applications that other parts don't.

<Q - Sundeep Bajikar>: Okay, thanks for that. And then, last question from me, on your lead times. And clearly
you've built inventories, I think you're signaling that you have visibility into product ramps. Can you provide any
commentary on whether you saw an expansion or a contraction in lead times?

<A - Eli Fruchter>: No, I guess, you mean lead times from the supply chain or between us and customers?

<Q - Sundeep Bajikar>: Between you and your customers?

<A - Eli Fruchter>: No. I think lead times remained the same, we have times to support lead times of between eight to
12 weeks. I guess it's been -

<Q - Sundeep Bajikar>: Okay, great.

<A - Eli Fruchter>: I guess it's been in the press but of course we support many different flavors of chips, which
makes I think more way complicated to manage.

<A - Dror Israel>: So let me just to clarify a little bit more here, we – in NP-4 we have different model, different
flavors and we want to make sure that we have enough to support the – all different flavors and that result in a bit
higher inventories. Unlike the NP-3 that there was only one flavor, for instance, okay. So that's another, I would say the
part of the explanation.

All right. Operator, are there any additional questions?

Operator
There are no further questions at this time. Before I turn the call over to Mr. Fruchter for the concluding statement, I
would like to remind participants that a replay of this call will be available on the company website at
www.ezchip.com. Mr. Fruchter would you like to make your concluding statement?

Eli Fruchter
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Yes. First of all I would like to thank everyone for joining and I also hope to see you on our next call. And I also
understand that some people have had problems connecting to the webcast, we do apologize. And we are working with
Thomson Reuters to ensure that the replay will be available to all. We will also post the prepared remarks on our
website. I am very sorry for the inconvenience caused. Thank you, everyone.

Operator
Thank you. This concludes the EZchip First Quarter 2012 Results Conference Call. Thank you for your participation.
You may go ahead and disconnect.
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