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Merck KGaA

n 2009, we owned a sub-scale life science
pusiness lagging peers’ size and profitability

Legacy life science business

Key products and markets

Merck KGaA, Darmstadt, Germany

€929 m

) |

2009 Revenues

2009 EBITDA" margin

Industry average®

€1.4bn

Industry average revenues

EBITDA" margin
industry average

1pre one-time items

2Source: capital market research, includes top 20 tools companies excluding Thermo Fisher, average as of FY 2009



We built a leadership position in the life LS

science tools industry by acquiring Millipore

Millipore acquisition moved us from #15 to #3 in the life science tools industry

Market landscape” - pre acquisition 2011 market landscape* - post acquisition

Thermo Fisher Thermo Fisher

Life Technolqgies I Life Technologies
Sigma - = Life Science
Mettler Toledo m——
Bio-Rad s
GE Healthcare
Perkin Elmer
— Millipore and Merck KGaA,
e Darmstadt, Germany join forces in
—_— the life science tools business to
= create a new global top 3 player in
Merck KGaA. - the industry
Darmstadt, Germany

Creation of a leading growth platform with top 3 global market position

*Ranked by sales to lab and drug production customers in comparable markets, excludes diagnostic sales
Source: Capital market research, company estimates 5




Our industry is driven by innovation - we now

nave the resources to expand our position

Life Science R&D Innovation
R&D investment Global R&D headcount = Life science tools is a
technology-driven industry
X +857% where innovation is critical
~€165 m
~6.4% 869 = Legacy Group business lacked
of sales .
scale and resources to sustain
competitive R&D engine
= \We now have the scale and an
£32 m 190 -
overall level of investment to
3.5% .
build and expand on our
2009 Today* 2009 Today* leadership positions
We have created a powerful R&D engine for the division

"2012E



Merck KGaA

Acquisition of Millipore transformed presence -
and capabilities in the United States...

Increase of our life science presence

US strength

North America sales footprint

~€700 m

&)
e

2009 Today

North America headcount

~3,000

~800

2009 Today

= United States is a critical market
in life science tools Industry

» |argest market and
customer base

= Access to industry
thought leaders

= Access to key talent

Transformation of
market position in the
United States




...and catapulted the life science business

Into the Group’s second largest division

Merck KGaA

Darmstadt - Germany

Importance of Life Science in the group portfolio

Group sales [%)]
2009 @ +1,000 bps

M Life Science Remaining divisions of the Group

Today”

Life Science has grown in importance

to the Group’s overall performance

"2012E
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We now have leadership positions that have X0

elevated our global growth and profitability

Change in market exposure and profitability

Sales outside of Europe Growth profile of division Profitability distribution
64%

~3-50
3-5% 25%

3% / 42%

54%

2009 Today! 2009 Today? 2009 Today*
Margin?2 >20% [15-20% Il <15%

Life Science leadership positions - #1 or #2

= Filtration * Single-use manufacturing = Lab chemicals and analytical reagents
» Lab water = Sample preparation = Process-scale chromatography
= Biomonitoring = Benchtop flow cytometry = Pharmaceutical chemicals

12012E

2EBIT pre one-time items as % of sales



The transformation of the division can be seen ¥

In its higher sales and profit margins

Substantial expansion of both sales and margins drives higher EBITDA"

~€2.6 bn ~ €600 m

23.5%
16.7%
€921 m
€154 m

2009 2012E <>-(> 2009 2012E @ 2009 2012E

Sales expansion Margin expansion EBITDA" expansion

+290%

“adjusted for one-time items
10
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Life science is an attractive industry LEAS

Attractiveness of industry

Global business

Resilient revenues Competitive barriers

Attractive opportunities
across all geographies

Segments with high
capital intensity and
barriers to entry

Low risk sales
with low volatility

Me_rck‘ KGaA

Life
Economically Science High cash
insensitive flow/profitability

Drug production and lab Brand loyalty
research not tied to cyclical,
economic growth

Business generates high
profits and free cash yields

Customers pay a premium
for brand quality
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We target some of the fastest growing
segments of a huge global market

Merck KGaA

Darmstadt - Germany

Life science tools market and Life Science segments

Global life science”
tools market

Sample of
Life
Science
markets

Biopharma manufacturing g 7%
O]
ol | g
B & 5 Cell biology & analysis g 6%
) ; O]
= ws | ab water g 5%
— ©
. Multiplex immunoassays § 10%
 Quality assurance & analysis 5 5%
L ©

Life Science — business activity in attractive fast growing market segments

*Source: Bank of America, company estimates, 2011
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Life Science’s business can be simplified into %5

two key customer segments

Life Science business segments

Sales by
customer category

Laboratory Drug
business production
~40%
Sales to academic, food, quality, Sales to pharma, biotech and
forensic, clinical, industrial and contract manufacturing

life science labs organizations (CMOSs)

14



Our lab business is focused on the following ~ ®<0

types of activities

Laboratory business — end users

Basic research laboratories

Basic research that attempts to understand the
characteristics of a disease in specific areas of science

Life science laboratories

High-end research that seeks to understand biologic
mechanisms or underlying causes of disease

Laboratory

business Clinical, forensic and industrial labs
~60%

Products that are used to conduct detailed analysis on

forensic, clinical and industrial samples

Quality control laboratories

Products for the analysis of pharmaceutical, food, water

and other products to detect impurities and contaminants

15



Our drug production business is primarily
driven by drugs already on the market

Merck KGaA

Darmstadt - Germany

Drug production — end users

Pre-Clinical Development

Process development support, cell-line development,
services to assist small biotech companies

Clinical production

From small quantities of drugs manufactured for early
clinical trials to scale-up prior to commercialization

Commercial production

Consumables for biologics and small molecule production
(~80% of division‘s drug production sales)

Quiality control

Products to test raw materials, in-process product and

final drug for sterility and purity

Drug
production
~40%

16



Each of these customer segments require LEAS

distinct business models...

Life Science business segments

Product average Market Competitors/
Customers : ;
lifecycles order size landscape Peers

Bio-Rad, Life

Laboratory business

. o Large Technologies,
N competitive Siama. Thermo
~ 200,000 ~3 -5 years ~£€1,000 universe, few gma,

Fisher, hundreds
of small, niche

comianies

head-to-head
competitors

$

$8 s

T Pall (USA),
Few competitors: . .
Top 50 represent hiah canital Satorius-Stedim
p>°Tep >15 years ~€200,000 gh cap (GER),

intensity and
barriers to entry

0,
50% of sales GE Healthcare —

(UK)
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..but share a common set of strengths s

Life Science strengths

: } Innovation { :
Laboratory business Drug production
R = L } Brand loyalty {
B Quality {

} High consumable sales {

} Applications expertise {

} Strong profitability, cash flow {

Differentiation at the core of the Life Science business model

18



Merck KGaA

Darmstadt - Germany

Overall, aresilient customer base with low
exposure to academia and government

Life Science sales by customer segment

comments

Other 1. Pharma, Biotech
Food and and contract
Beverage, manufacturers
Environmental,

Clinical Labs,

Forensic Labs,
Diagnostic Labs,
Chemical Labs

2. Academic and Government

Diverse customer base provides stability

through the macroeconomic cycle

= Overall, low exposure to
academia and government

customers

» Pharma and biotech business
primarily tied to drug volumes,
which are projected to expand

significantly

= Sales from “other” category are

highly stable and not linked to
R&D budgets

19




The diversification of our business is what RS

makes it so strong and attractive

Customer
diversification

~200,000 customers

Product ~50,000 products, few products with more

SNESIIEEBIE  than £10 m in annual sales

Geographic Balanced sales distribution between Europe,
diversification

North America and Asia

Industry risk Drug production: risk spread across large

diversification

number of drugs and diseases

Order Lab business: thousands of orders,

diversification average order size around €1,000

NSNS

20
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We will benefit from strong long-term growth Y0

drivers...

Underlying Life Science market drivers

Laboratory business
¥ A
Y

Drug production

———

e Higher Higher
Market drivers research | 4  drug
} Unmet medical needs { activity volumes } Aging population

} Uncertainty of acad./gov’t funding { } Broader access to medicine

) Increasing science sophistication 4 } More biologics being approved

} Quality/Reg. standards rising 4 } Quality/Reg. standards rising

A A A A A

} Higher research productivity needs { } Emergence of biosimilars

22



..which will establish a thriving market for life ¥

science tools providers

Global growth of tools market" Market characteristics
~5% —€75 b = Differentiated innovation is rewarded with
CAGR higher margins

* Rising quality standards benefit premium

~€50 bn

providers like Life Science

= New market segments develop: stem cell,
biosimilars, single-use, etc.

2011 2019

Healthy long-term market dynamics with emergence of new business models

*Source: Bank of America
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Leverage biotech manufacturing expertise, b g

developing new solutions for small biotech

Clinical-scale contract manufacturing

Industry issue I I Solution

Partner compound

Life Single-use

Small biotech companies .
) P selence | manufacturing products at a later stage

lack expertise and
resources to manufacture

Retain value

drugs for clinical supply sepnama- | Bintech expertise

Life Science Biodevelopment Center

» Located in Martillac, France = Currently working with ~20

biotech customers

= Fully single-use GMP production facility

24



We will continue to leverage bolt-on i

transactions to augment R&D activities

Life Science bolt-on acquisition strategy Recent deals
Key acquisition criteria Leverage Capability Area of
sales force gap filled expertise
Create sales synergies c Cell
-% culture
Create sales synergies by leveraging g media
global sales and marketing footprint g cell
of division 5 Biochrom @ @ culture
media
Fill bili 2
ill capability gaps 4 e
] - [ imaging
Fill key capability and product gaps 2
to deliver a more compelling value %
o = Microbial
proposition to the customer % @ @ testing
-
Purchase attractive businesses and leverage global sales and marketing capabilities

25



Life Science — a leader in one of the most e

attractive segments of the healthcare market

Industry We serve a stable, attractive industry that

SIS il generate solid growth

L--hlesiier . We have transformed the division into a

position clear market leader

Low risk High recurring sales and profitability ensure

to future strong cash flows even during economic or
cash flows

Merck KQaA
Life
industry downturns Science

26



Merck KGaA

Darmstadt - Germany



