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Dear Fellow Stockholders
In 2006 Silicon Image delivered another year of record revenue, strong operating margins, net
income and cash flow. HDMI (High-Definition Multimedia Interface™) – an industry standard that
Silicon Image developed with Hitachi, Matsushita (Panasonic), Philips, Sony, Thomson and Toshiba –
enjoyed widespread adoption. Our company led the industry in the implementation of the new HDMI
1.3 specification with a full family of products released mid-year. We also significantly enhanced our
intellectual property (IP) portfolio and engineering resources through several strategic transactions
completed in early 2007.

“Our vision is to promote the use of digital content everywhere.”
We are dedicated to the development and adoption of technologies, standards, products and services
that enable the movement of digital content between and among devices in the consumer electronics,
PC and storage markets.

During 2006 we continued our market share leadership position in the digital television (DTV) market
with the industry’s most advanced HDMI product offerings.

We also initiated several strategic activities that enhance our capabilities – namely, our January 2007
acquisition of sci-worx GmbH from Infineon Technologies AG and our February 2007 cross-licensing
transaction with Sunplus Technology Co., Ltd. We intend to expand our DTV solutions by taking
our high-definition video and audio connectivity expertise into the emerging home network market
while integrating more features into our current products. Today we enjoy strategic relationships
with the world’s leading consumer electronics companies, and we will continue to target the needs 
of these customers as we move forward. We have also aligned ourselves with the content industry’s
leading Hollywood studios and major retailers and believe our proposals for extending digital 
connections in the home encompass what is necessary to provide both high quality service and a
means to transact business in a new world of content downloads.

The Market for Digital Connectivity
The HDMI standard saw explosive growth in 2006. HDMI-enabled products shipped from an
increasing number of industry participants. These products included flat panel TVs, audio video
receivers, DVD players, Blu-ray Disc and HD DVD recorders, game consoles, set top boxes (cable,
satellite and IPTV), notebook PCs, digital cameras and new high-definition camcorders.

The number of companies supporting the HDMI standard has grown significantly from 313
adopters at the end of 2005 to over 500 adopters by the end of 2006. According to the market
research firm In-Stat, the number of devices enabled with HDMI grew from 18 million products
shipped in 2005 to just over 63 million products shipped in 2006. In-Stat also projects that over
325 million HDMI-enabled devices will ship in 2010, bringing the installed base of HDMI-enabled
devices to almost 1 billion units by the end of 2010.

Just as importantly, rapid innovation within the standard resulted in the successful June 2006 launch
of HDMI 1.3. By increasing the connection speed between devices to as fast as 10.2 gigabits per second,
HDMI 1.3 lets digital television consumers enjoy features such as Deep Color™, xvYCC extended
color gamut, lossless High Bit Rate audio, a mini connector standard for future mobile applications
and a lip sync correction algorithm.

An increasing number of PC manufacturers, such as Acer, Apple, BenQ, Dell/Alienware, HP,
Samsung, Sony, and Toshiba, are also now including HDMI connectivity in their product offerings;
and we believe that the increasing access to premium movie content via the Internet and PCs will
further increase the rate of adoption in this market.

Steve Tirado
President & CEO

Silicon Image, Inc.



in the secure distribution, presentation and storage of high-definition

content. We create and drive industry standards for digital content

delivery such as DVI, HDMI and eSATA, leveraging strategic partner-

ships with global leaders in the consumer electronics and personal

computing markets.

Silicon Image offers robust, high-bandwidth semiconductors in the

global PC display, consumer electronics and storage arenas based on

its innovative digital interconnect technology and has become one

of the leading semiconductor IP licensing vendors in the world. For

more information on Silicon Image, visit www.siliconimage.com.
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Silicon Image continues to be a leader



Silicon Image establishes widely adopted standards & produces 

Brands & Standards to Live By

Looking ahead, we plan to drive developments in digital connectivity to address the many new
mobile devices now capable of storing and displaying high quality video content. Digital cameras,
high-definition camcorders, personal media players and mobile phones represent the next big wave
of adoption for digital connectivity.

Silicon Image’s impact on digital device connectivity and the storage, distribution and presentation of
high-definition content has just begun. We believe the opportunity for continued innovation in these
markets is high, providing us with opportunities for long-term growth.

Product Momentum
During 2006 we introduced several new products and technologies that we believe will be important
for our growth in 2007 and beyond. Accompanying the launch of the HDMI 1.3 specification in
mid-2006 was the release of Silicon Image’s VastLane™ HDMI product line supporting the new
HDMI specification. The shipment of Sony’s PlayStation®3, featuring our VastLane HDMI 1.3
chips with Deep Color, was the first of our 1.3 design wins with many of the top-tier consumer
electronics companies – a list that includes Bose, Denon, Harman/Kardon, JVC, Philips, Samsung, Sharp,
Sony, Toshiba, and Yamaha among others.

Our total storage revenue was down 4 percent year over year. This was largely due to declines in
older, non-core areas, such as fiber channel, parallel ATA and some serial ATA products. SteelVine™,
our unique storage architecture for PC motherboards and consumer electronics applications, received
major support in 2006 from AsusTek and MSI for their high-end motherboard applications focused
on digital media protection.

We expect to see continued design win growth for the SteelVine product line in PC motherboard and
consumer applications, but believe any growth will be offset by declines in non-core areas leaving our
storage revenues largely unchanged from 2006 to 2007.

We believe high-bandwidth storage connections will become more important as consumers increasingly
access and distribute high-quality digital content throughout their homes on PCs and digital video
recorders. As an easy-to-implement, cost-effective solution, SteelVine represents a consumer-friendly
way to scale and provide reliable digital content storage in the home.

New Initiatives
We recently completed two important strategic transactions: the acquisition of sci-worx and the
Sunplus license. We believe that these transactions will enable us to provide our customers with
higher levels of integration and greater price/performance value at attractive average selling prices.

The IP licensed from Sunplus represents over 60 blocks of market-tested IP in the area of DTV and
DVD system-on-a-chip (SoC) implementations. This IP represents the fundamental building blocks
for our PinnaClear™ DTV solutions that will complement our digital connectivity advancements for
the home and mobile environment. This IP will also allow us to offer greater value to our customers.
We expect our first products incorporating the Sunplus technology to start shipping in late 2007 and
include our second generation of input processors. Offering our customers advanced HDMI features
and a lower bill-of-materials cost, our first input processors manage various connections into a television
and were introduced in January 2007. Future versions of our input processors are expected to 
incorporate additional functionality, including IP we recently acquired, that top tier customers would
like to have us integrate.



The sci-worx acquisition provided a combination of additional IP, especially in the areas of 
multi-format decoders, and a group of highly skilled engineers who will increase our ability to
absorb the Sunplus IP and put it to use in new, more integrated products over the next several years.

These two transactions represent important initiatives to support our video integration and connectivity
strategy, which in turn should support continued growth in the future.

Strong Financial Results
Building on a strong product and technology roadmap and solid execution, 2006 was another great
year. We achieved record revenue of $295.0 million, up $82.6 million, or 39 percent, from 2005.
Earnings before taxes, interest income, depreciation and amortization or EBITDA in 2006 were
$64.1 million, an impressive 21.7 percent of revenue. Net income in 2006 totaled approximately
$42.5 million, or $0.49 per diluted share which included $27.2 of stock-based compensation
expense.  In comparison, net income for 2005 totaled approximately $49.5 million or $0.59 per
diluted share which included a $8.5 million stock-based compensation benefit. Additionally, during
2006 we continued to demonstrate strong asset management, increasing our total cash position by
$99 million from $151.6 million to $250.6 million as of December 31, 2006.

The Future
Our mission is to be the leader in the design, development and implementation of semiconductors
for the secure storage, distribution and presentation of high-definition content in the home and
mobile environment.

To make this a reality for consumers, true plug and play interoperability is essential. Towards that
end, in January 2007 we announced the expansion of our Simplay Labs program. With facilities
in Asia, Europe and North America, Simplay Labs today provides many of the world’s leading CE
and PC manufacturers, including Bose, HP, JVC, Microsoft, Panasonic, Thomson and Yamaha,
among others, the most comprehensive suite of compatibility testing services and tools available
to ensure that they are delivering industry-compatible high-definition products to consumers.

We believe tomorrow’s consumer will have the ability to purchase digital content from any source
(cable, satellite, terrestrial broadcast or the Internet), and securely store it (SteelVine), move it (VastLane)
and display it (PinnaClear) on any device they own. This will require the advancement of home
connectivity in the area of protocols and content protection. These two areas represent key core
competencies in Silicon Image. We believe we now have the IP, talent and vision to implement
compelling products, technologies and standards that will address our vision of digital content everywhere.

I want to thank our customers, employees, suppliers and stockholders, for their support in making
2006 another successful year.

Steve Tirado
President & CEO
Silicon Image, Inc.
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Balance Sheet ($ in Thousands)

Cash and short-term investments

Accounts receivable and inventories, net

Other assets

Total assets

Total debt

Other liabilities

Stockholders’ equity

Total liabilities and equity

Income Statement ($ in Thousands)

Revenue

Gross margin

% of revenue

Operating and other expenses

Interest income and other, net

Income taxes

Net income (loss) 

2006

$ 250,645

68,218 

61,368 

$  380,231 

$            –  

75,009 

305,222 

$  380,231 

2005

$  151,562

47,213 

34,246 

$  233,021 

$        230 

56,245 

176,546 

$  233,021 

2004

$   93,520 

33,343 

28,045

$  154,908

$        489

32,340

122,079

$  154,908 
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Simply Stored. Connected. Beautiful.

©2007 Silicon Image, Inc. All rights reserved. Silicon Image, the Silicon Image logo VastLane, SteelVine and PinnaClear are trademarks or registered trademarks of Silicon Image, Inc. in the United States and other countries. HDMI, the HDMI
logo, High-Definition Multimedia Interface and Deep Color are trademarks or registered trademarks of, and are used under license from, HDMI Licensing, LLC. Other trademarks are a registered trademark or trademark of their respective
company in the United States or other countries.

This annual report, including the letter to stockholders, contains forward-looking statements within the meaning of federal securities laws. These forward-looking statements include statements related to growth of our target markets, 
growth in demand for our products, plans regarding product development and new product introductions, increased market acceptance of HDMI products, and the anticipated benefits of our sci-worx and Sunplus transactions. These 
forward-looking statements involve risks and uncertainties that could cause actual results to differ materially from those anticipated by these forward-looking statements. In particular, growth of our target markets and demand for our products
in those markets could differ from current expectations, rates of adoption of industry standards may differ from current expectations, product development plans may differ from current expectations, our new product introductions may not
be timely or successful, and we may not obtain the anticipated benefits of the sci-worx and Sunplus transactions. In addition, see “Factors Affecting Future Results” in the most recent Quarterly Report on Form 10-Q and “Risk Factors” in
the most recent Annual Report on Form 10-K filed by Silicon Image with the Securities and Exchange Commission. Silicon Image assumes no obligation to update this forward-looking information.

$ 294,958

173,711 

58.9%

$  126,459 

9,205 

13,992 

$    42,465 

$ 212,399

129,294 

60.9%

$    77,722 

4,707 

6,730 

$    49,549

$  173,159

104,545

60.4%

$ 105,506 

1,644 

1,007 

$       (324)
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