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Disclaimer

Publication of Merck KGaA, Darmstadt, Germany. In the United States and Canada
the group of companies affiliated with Merck KGaA, Darmstadt, Germany operates
under individual business names (EMD Serono, EMD Millipore, EMD Performance
Materials). To reflect such fact and to avoid any misconceptions of the reader of the
publication certain logos, terms and business descriptions of the publication have
been substituted or additional descriptions have been added. This version of the
publication, therefore, slightly deviates from the otherwise identical version of the
publication provided outside the United States and Canada.
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Disclaimer
Cautionary Note Regarding Forward-Looking Statements
This communication may include “forward-looking statements.” Statements that include words such as “anticipate,” “expect,” “should,” “would,” “intend,” “plan,” “project,” “seek,” “believe,” “will,”
and other words of similar meaning in connection with future events or future operating or financial performance are often used to identify forward-looking statements. All statements in this
communication, other than those relating to historical information or current conditions, are forward-looking statements. We intend these forward-looking statements to be covered by the safe harbor
provisions for forward-looking statements in the Private Securities Litigation Reform Act of 1995. These forward-looking statements are subject to a number of risks and uncertainties, many of which
are
beyond
control
of
Merck
KGaA,
Darmstadt,
Germany,
which
could
cause
actual
results
to
differ
materially
from
such
statements.
Risks and uncertainties relating to the proposed transaction with Sigma-Aldrich Corporation ("Sigma-Aldrich") include, but are not limited to: the risk that regulatory or other approvals required for
the transaction are not obtained or are obtained subject to conditions that are not anticipated; competitive responses to the transaction; litigation relating to the transaction; uncertainty of the
expected financial performance of the combined company following completion of the proposed transaction; the ability of Merck KGaA, Darmstadt, Germany, to achieve the cost-savings and synergies
contemplated by the proposed transaction within the expected time frame; the ability of Merck KGaA, Darmstadt, Germany, to promptly and effectively integrate the businesses of Sigma-Aldrich and
Merck KGaA, Darmstadt, Germany; the effects of the business combination of Merck KGaA, Darmstadt, Germany, and Sigma-Aldrich, including the combined company’s future financial condition,
operating results, strategy and plans; the implications of the proposed transaction on certain employee benefit plans of Merck KGaA, Darmstadt, Germany, and Sigma-Aldrich; and disruption from the
proposed transaction making it more difficult to maintain relationships with customers, employees or suppliers.
Additional risks and uncertainties include, but are not limited to: the risks of more restrictive regulatory requirements regarding drug pricing, reimbursement and approval; the risk of stricter
regulations for the manufacture, testing and marketing of products; the risk of destabilization of political systems and the establishment of trade barriers; the risk of a changing marketing
environment for multiple sclerosis products in the European Union; the risk of greater competitive pressure due to biosimilars; the risks of research and development; the risks of discontinuing
development projects and regulatory approval of developed medicines; the risk of a temporary ban on products/production facilities or of non-registration of products due to non-compliance with
quality standards; the risk of an import ban on products to the United States due to an FDA warning letter; the risks of dependency on suppliers; risks due to product-related
crime and espionage; risks in relation to the use of financial instruments; liquidity risks; counterparty risks; market risks; risks of impairment on balance sheet items; risks from pension obligations;
risks from product-related and patent law disputes; risks from antitrust law proceedings; risks from drug pricing by the divested Generics Group; risks in human resources; risks from e-crime and
cyber attacks; risks due to failure of business-critical information technology applications or to failure of data center capacity; environmental and safety risks; unanticipated contract or regulatory
issues; a potential downgrade in the rating of the indebtedness of Merck KGaA, Darmstadt, Germany, or Sigma-Aldrich; downward pressure on the common stock price of Merck KGaA, Darmstadt,
Germany, or Sigma-Aldrich and its impact on goodwill impairment evaluations; the impact of future regulatory or legislative actions; and the risks and uncertainties detailed by Sigma-Aldrich with
respect to its business as described in its reports and documents filed with the U.S. Securities and Exchange Commission (the “SEC”).
The foregoing review of important factors should not be construed as exhaustive and should be read in conjunction with the other cautionary statements that are included elsewhere, including the
Report on Risks and Opportunities Section of the most recent annual report and quarterly report of Merck KGaA, Darmstadt, Germany, and the Risk Factors section of Sigma-Aldrich’s most recent
reports on Form 10-K and Form 10-Q. Any forward-looking statements made in this communication are qualified in their entirety by these cautionary statements, and there can be no assurance that
the actual results or developments anticipated by us will be realized or, even if substantially realized, that they will have the expected consequences to, or effects on, us or our business or operations.
Except to the extent required by applicable law, we undertake no obligation to update publicly or revise any forward-looking statement, whether as a result of new information, future developments or
otherwise.
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Executive Summary

THE GROUP

The Group
Each business sector has its specific priorities
Funding for success

Healthcare

EBITDA
pre*

45%

• Invest in pharma pipeline
• Prepare for launches
• Maintain cost discipline
Focusing on profitable growth

Life Science

EBITDA
pre*

35%

• Sustain top-line momentum
• Drive underlying earnings
• Integrate Sigma and realize synergies
Maintaining superior profitability

Performance
Materials

EBITDA
pre*

20%

We are set for profitable and sustainable growth
*2014
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reported EBITDA pre including Sigma-Aldrich 2014 results, 100% of expected synergies, excluding Corporate & Other

• Build on resilient four-pillar platform
• Continuously innovate
• Protect margins with high value-added
products

HEALTHCARE – FUNDING
FOR SUCCESS

Healthcare
Pipeline opportunities will lead to rising investments
1

Stable to slightly growing sales until 2018
confirmed

Should pipeline catalysts materialize, investments
will lead to considerable payback as of 2018+
Long-term
EBITDA pre
upside

Investment
phase

Growth initiatives
and pipeline
Rebif
Erbitux
Fertility
General Medicine2

2014
1

EBITDA
pre

2015

2016

2017

2018

2019

2020

2018E

2

Organic; including Consumer Health, Cardiometabolic Care,
Endocrinology, General Medicine and Others

Illustration

Rising investments until 2017 to accelerate sales and earnings growth as of 2018
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Healthcare
Investments in future growth

 Immuno-Oncology: avelumab and ramp-up
of earlier pipeline projects +€150-200m cost
increase in 2016

R&D*

 Oncology/Immunology, e.g. tepotinib, BTK
inhibitor: mid to high double-digit €m cost
increase in 2016

Marketing &
Selling*

 Launch readiness to be ensured for
avelumab and cladribine

•

Cost discipline remains
high on the agenda

•

Stringent pipeline
assessments continue

•

Investments based on
sound business cases
and robust clinical data

 Costs for launch preparation in the
mid to high double-digit €m range in 2016

Long-term growth investments partly mitigated by strict cost management
*
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For scenario that pipeline catalysts materialize

LIFE SCIENCE –
FOCUSING ON
PROFITABLE GROWTH

Life Science
Continuing profitable growth trajectory

1

Maintain organic growth at
least in line with industry

2

Drive underlying earnings

• Mid-term industry growth
+4-5% p.a.

• Ongoing product innovations
support earnings

• Biopharma demand remains major
growth driver (high single-digit)

• Mix benefits, e.g. solutions and
services in Process Solutions

Organic sales growth

EBITDA pre

Quarterly, % YoY

Quarterly, €m

10

210

3

Achieve industry-leading
margins with synergies
• Confirming synergies for 2018
 €260m p.a. net cost
synergies
 EBITDA pre margin to rise
from combined ~28%
to ~33%
• Integration costs ~€400m
• Intangibles amortization from
PPA*: ~€250-300m p.a.

160

5

0
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2013

2014

2015

Life Science of Merck KGaA, Darmstadt,
Germany
Sigma-Aldrich
Mid-term industry average

110

2013

2014

2015

Life Science of Merck KGaA, Darmstadt,
Germany
Sigma-Aldrich

*

Purchase price allocation

Life Science
Expected synergies identified and fully confirmed
Sources of synergies (3rd full year 2018)

~ 40%

Timing of expected synergies and related costs, €m

~5

~90

~170

~260

2015

2016

2017

2018

-100

-170

-100

-30

~ 30%

~30%

Production & Manufacturing

Marketing & Selling

Administration, R&D

Three major areas for delivering the
synergies
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Production & Manufacturing

Marketing & Selling

Administration, R&D

Integration costs

Fast synergy ramp-up to reach two
thirds of target in 2017

PERFORMANCE
MATERIALS –
MAINTAINING SUPERIOR
PROFITABILITY

Performance Materials
Sound
platform toMaterials
deliver high
earnings
Our Performance
Business
is based on 4 pillars

1

Four-pillar platform diversifies earnings stream

Balanced sales and consistently high earnings

 Liquid Crystals remain key earnings contributor
 AZ expertise being leveraged to develop innovative
value-added solutions for customers

2013

 OLED turns into visible growth driver

Liquid Crystals
Pigments
AZ
OLED

Today

 Pigments continue to grow with high-end products
Continuous innovation as key profitability driver
 New products contribute high growth and
profitability
 LC technology mode UB-FFS launched in 2014
is the most recent example
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We are the innovation leader
IPS

“Improved picture quality“

1996

VA

“Large TVs“

2000

PSVA

“Display cost reduction &
advanced performance”

2008

“Superior image resolution and
lower energy consumption”

2014

UBFFS

Diversification of portfolio and ongoing innovation support profitability
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First to commercialize

2

Performance Materials
Long-term
growthMaterials
and margin
drivers
intact
Our Performance
Business
isare
based
on 4 pillars

3

Macroeconomics and electronics remain buoyant
 Global consumer electronics market expected to
grow above GDP
 Mobile data, Internet of Things, Big Data being
key growth drivers for LC and IC

Display market opportunities continue to evolve
USD bn
200

Transparent displays
Flexible displays
100
Flat panel displays (non-transparent, non-flexible)

 Display market continues to grow

4

0
2010

Margins protected by high value-added products
 High market share in liquid crystals expected
to prevail
 Margins are a key priority and will not be
compromised

2020

2030

Sustainable mid-term margins
EBITDA pre
margin (%)
45

New
products

Demand

Mix

Competition

Product
ageing

FX

40
2015

Confident to maintain low single-digit organic growth trajectory and attractive
margin level
*Source:
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IHS, Merck KGaA, Darmstadt, Germany, VLSI

2018

*

EXECUTIVE
SUMMARY

The Group
Key moving parts for 2016 EBITDA pre
Supporting factors

Burdening factors

• Sigma-Aldrich contribution will be sizeable
including cost synergies of ~+€90m in the first
full year

• R&D costs in Healthcare ~+€250m YoY from
progressing R&D pipeline projects (clinical data)

• Rebif/Pfizer end of co-promotion agreement in
December 2015 (net effect ~+€250m)

• Healthcare margins impacted by product mix
effects

• Organic growth of net sales with all three
business sectors contributing

• Kuvan divestment leads to lower recurring
EBITDA pre (net effect mid-double digit
€m YoY)

EBITDA pre in 2016 will reflect Sigma-Aldrich acquisition and investments in
Healthcare pipeline
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The Group
We have a clear set of priorities for the next two years

Focus on cash flow
and deleveraging

 Strong cash flow will be used to drive down gearing
to <2x net debt / EBITDA pre in 2018
 Larger acquisitions (>€500m) ruled out for the
next two years
 Dividend policy reflects sustainable earnings trend
 Synergy generation is utmost priority

Ongoing cost discipline

Efficient capital
allocation

 Cost discipline continues in all business sectors
 Further efficiency gains from ongoing improvement
and harmonization of processes and systems

 All our businesses have growth potential
 Decisions on growth investments are based on
sound business cases and robust clinical data

Near-term financial priorities will secure our profitable growth path
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