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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, Millipore Sigma, 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 and financial indicators
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 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; downward
pressure on the common stock price of Merck KGaA, Darmstadt, Germany and its impact on goodwill impairment evaluations; the impact of future regulatory or legislative actions; and
the risks and uncertainties detailed by Sigma-Aldrich Corporation (“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 forwardlooking statement, whether as a result of new information, future developments or otherwise.
This quarterly presentation contains certain financial indicators such as EBITDA pre exceptionals, net financial debt and earnings per share pre exceptionals, which are not defined by
International Financial Reporting Standards (IFRS). These financial indicators should not be taken into account in order to assess the performance of Merck KGaA, Darmstadt, Germany
in isolation or used as an alternative to the financial indicators presented in the consolidated financial statements and determined in accordance with IFRS. The figures presented in this
quarterly statement have been rounded. This may lead to individual values not adding up to the totals presented.
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STRATEGIC ROADMAP

Group
We are strong

Market and
technology
leader

Global,
bold,
vibrant

Sustainable
profitable
growth

Generate
value

Examples

”Merck KGaA, Darmstadt, Germany
Wins 2015 SID Display Component
of the Year Award in Gold with UBFFS”

Organic sales growth
average +4.2% YoY since 2011

”2016 European Frost & Sullivan Award for
Product Leadership“ for automotive
pigments Meoxal® and Xirallic® NXT lines

EBITDA pre margin
increased by ~ 250bps
between 2011 and 2015

“… With a profit growth of 137.9% since 2015, Merck KGaA,
Darmstadt, Germany ranks second by the standard of this
indicator…” (Focus Money, March 2016)
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*Source:

~70% of 2015 net sales outside Europe
“… Merck KGaA, Darmstadt, Germany
is so dynamic it looks ‘like a new
startup company’…”
(Seoul Economic Daily, August 2016)

“Merck KGaA, Darmstadt, Germany Gets Boost”
(The Wall Street Journal Europe, May 2016)

Share price +221% since 2011, equivalent to >150%
outperformance of benchmark indices*

“... the rather boring company has turned into a
younger, for employees attractive, innovative, faster
and more global company ...”
(Stuttgarter Zeitung, March 2016)

Bloomberg, FairVue Partners, closing share prices as of October 4, 2016; relevant benchmark indices
DAX, MSCI European Pharma Index, Dow Jones European Chemical Index

“… the acquisition of Sigma-Aldrich,
the largest in the company’s history, is
beginning to pay off …”
(Reuters, March 2016)

Group
Strategic roadmap 2016-2022
2012-2015
Turnaround
in Healthcare

Efficiency
program

Portfolio
optimization
in LS and PM

3 strong
pillars

Leadership
in Performance
Materials

7

Illustration

2016-2018
First pipeline
launches

Sigma
integration

Portfolio
management

New applications
beyond displays

2019-2022
Fully leverage
pipeline potential

Abovemarket growth
in Life Science

Digital
business models

DELIVERING ON OUR
GOALS FOR 2018

Group
Clear set of priority goals to be realized by 2018

Healthcare

 Maximize growth of existing
franchises

 Focus on seamless integration
and deliver cost synergies

 Deliver pipeline:
one product launch or
indication p.a. from 2017

 Leverage strategic capabilities
for value creation

Group
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Life Science

Performance
Materials
 Drive innovation and
technology leadership across
all businesses
 Innovate in applications also
beyond displays



Deleverage to <2x net debt / EBITDA pre in 2018



No large acquisitions (>€500 m) for the next 2 years (unless financed by divestments)



Dividend policy reflects sustainable earnings trend

Healthcare
Base business
continues to grow
and pipeline is
progressing
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Healthcare
Base business is growing and pipeline is progressing towards sales >€2 bn1
Base business resilient
Growth initiatives
and pipeline

Base business

2

3

R&D pipeline progressing
Phase I

Phase II

Phase III / filing
R

Immunology
Oncology
ImmunoOncology

2014

2018E

Biosimilars
Under preparation
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R

New in pipeline

Moved into next phase

Maintained position

R

In registration

3

 20 consecutive quarters of organic growth

 20 phase transitions

 Successful life cycle management and
product repatriations, e.g. Rebif in the U.S.

 2 compounds in registration

 Cost and margin development under control

 Pipeline to deliver >€2 bn sales by 2022

1

2

 First pipeline launches expected in 2017

By 2022, risk-adjusted; Including Rebif, Erbitux, Fertility, Consumer Health, Cardiometabolic Care, Endocrinology, General Medicine and Others;
Illustration of pipeline changes as of October 7, 2016 since R&D update call on October 1, 2015; see Appendix for detailed overview
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1

Life
Science
On the way to becoming
a world-leading life
science powerhouse
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Life Science
On the way to becoming a world-leading life science powerhouse

Strong core
•

Market growing at ~4%* p.a.
•

Dynamic demand from
biopharma industry

Improved portfolio allows
above-market growth

•

Strategic capabilities
Improved business scale
benefits profitability

•

•

1

2

Innovation will focus on
new business pillars

3
4

2018 targets will be achieved due to sound business
fundamentals and focus on core strengths
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*Source:

Merck KGaA, Darmstadt, Germany market intelligence and broker research

Smooth integration
•

New organizational structure
in place

•

Harmonization of processes
and practices underway

•

Ongoing engagement and
communication at all levels

Higher synergies
•

Faster execution will yield
~€105 m cost synergies in 2016

•

Sales synergies add ~50-100 bps
in additional growth from 2017

•

Reaching total synergies
of €280 m by 2018

Performance
Materials
Four-pillar strategy and
innovation power strengthen
our earnings profile
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Performance Materials
Four-pillar strategy and innovation power strengthen our earnings profile
Ongoing innovation
Launch of innovative products
and new business models
continues
Four strong pillars
Combination of four
highly profitable businesses
raises diversification
Market leadership
Strong market position
is based on innovation power
and differentiation

15

Strength

1

Superior profitability

2 Strong earnings
resilience
3

Low to mid single-digit
mid-term growth

Group
We are well on track to deliver on our promises
Group

Healthcare

Life Science
Performance
Materials

Net debt reduced by approx. €0.9 bn

Strict financial discipline supports rating

1

Important
milestones
reached
to deliver
on our
promises

Base business growing
2 pipeline compounds in registration

Sigma-Aldrich synergies raised
Organic growth above market

New technologies and businesses
Volatility well managed

CMD2
December
2015
16

1

CMD
October
2016

2018
2

Illustration; Preliminary net financial debt ex pension provisions as of September 30, 2016 versus December 31, 2015; Capital Markets Day

2019-2022:
BUILDING ON OUR
STRENGTHS

2019-2022: Building on our strengths
Our core strengths will lead to attractive value creation

Company‘s core strengths

Science

Undisputed scientific expertise
and long-term experience enable development
of state-of-the-art products

Customer proximity

Deep understanding
of customer needs and market trends create highly
differentiated solutions

Portfolio

Regular portfolio reviews allow
optimized management of our assets and early
positioning for megatrends
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Ambition for 2019-2022

1

Leader at the forefront of
scientific and technological
progress

2

Three highly innovative and
strong businesses

3

Delivering sustainable and
profitable growth

2019-2022: Building on our strengths
Our strong innovation capabilities will drive growth
New product sales
potential 2022

1

New product launch cadence by business sector
~ 20%

2
BTKi

CellASIC
Onix 2

UB-FFS

OLED

2

2015

1

Avelumab
gastric,
NSCLC

TGF-Beta
trap

DNA-PK

Cladribine
Tablets

Next-gen.
filtration

Avelumab
RCC, ova

atacicept

Ongoing
reagents
innovation

tepotinib

Printed OLED

Hybrid
electronics

Gene-therapy
capacity
expansion

2016

LabWater
platform

Gene-editing
technologies

Smart
windows

Spectrophotometer

Quantum
materials

Single-use
bioprocess
products

Healthcare
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Avelumab
MCC

Virus
filtration
Atlantis
Milli-Q
Advantage

~ 5%

3

Analytical
reagents

>

Holographic
displays

€2 bn3

>

€1 bn3

>

€1 bn3

Sa-VA

2017
Life Science

2018

2019

2020+

Our rich pipeline
will strongly drive sales

Performance Materials

Illustration: timelines may change as product introductions are subject to customer adoption and implementation;
pharma pipeline products are under clinical
2
investigation and there is no guarantee
any product will be approved in the sought-after indication; Share of total Group net sales from new products launched over
3
the past 5 years, risk-adjusted; risk-adjusted

2019-2022: Building on our strengths
We are shaping the technologies of the future
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Healthcare

Life Science

Performance
Materials

Global specialty innovator

Thought-leading life science
supplier

Enabler of technological
megatrends

Innovative
I-Onc
therapies

Differentiated
compounds

Patient
dialogue
e-systems

Gene editing & cell
therapy

Digital
bioprocessing

Customerdriven
solutions

LC
windows

OLED
printing

SA-VA,
ULH

Advanced
R&D data
analytics

Medical
devices

Baby-Wish
Support
System

Connected
labs

New
antibody
technology

Smart consumables

Holographic+freeform display

Anticounterfeiting
ecosystem

LicriEye

2019-2022: Building on our strengths
Our successful regular portfolio optimization will continue
DNA

 Acquisitions and
divestments are part of
the company’s history
 Licensing transactions
remain on our agenda

Prerequisites
 Merck KGaA, Darmstadt,
Germany is highly cashgenerative with free cash
1
flow ~€2 bn p.a.
 Capital will be deployed
every 2-4 years

Experience

 28 transactions since
2
2002 for ~€38 bn
 Track record of valuegenerating integration
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1

Larger transactions will
return once financial
flexibility is restored

2

Free cash flow incl. capex excl. M&A, excl. dividends; As measured by EV = enterprise value

 Supporting mid-term
strategy and strengthening
core business
 Growing in attractive
markets
 Proven track record:
strong ability to win

 Financial flexibility
is a prerequisite for
transactions

Regular portfolio review
and active capital
allocation will continue

Clear criteria

 Compelling financials

All prior transactions
earned their required
cost of capital

Disciplined approach
to portfolio management
will persist

EXECUTIVE SUMMARY

Executive Summary
Delivering sustainable and profitable growth

1

Our near-term priorities are clearly defined

Manage base business in Healthcare, drive pharma pipeline, successfully integrate Sigma,
build on innovation leadership in Performance Materials (PM)

2

We are well on track to deliver on our promises for 2018

Organic growth for 20 consecutive quarters in Healthcare, first 2 pharma pipeline products
in registration, Sigma synergy target upgraded, PM gearing up for new product launches

3

4
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Our roadmap to sustainable profitable growth is set
High innovation, clear differentiation, value-creating portfolio management

We are positioned for attractive value creation

Drive growth, sustain superior profitability, generate attractive shareholder returns

APPENDIX

Healthcare
Pipeline progress since October 2015
Phase I
Immunology

Oncology

ImmunoOncology

Phase II

Phase III / filing

anti IL-17
(psoriasis)

BTK-i
(RA)

sprifermin
(OA)

BTK-i (SLE)

BTK-i (SLE)

ATX-MS-1467
(RRMS)

BTK-i
(3rd indication)

atacicept
(SLE)

tepotinib
(HCC 2L)

tepotinib
1
(HCC 1L )

tepotinib
(NSCLC 2L)

tepotinib
1
(NSCLC 2L )

BTK-i
(hematological tumors)

R

tepotinib
(solid tumors)

DNA-PK-i
(solid tumors)

P70S6K/Akt-i
(solid tumors)

BRAF-i
(solid tumors)

avelumab
(gastric Japan)

avelumab + 4-1BB / OX-40
(solid tumors)

avelumab
(solid tumors)

avelumab
(MCC)

avelumab
(solid tumors)

avelumab + crizotinib /
lorlatinib (solid tumors)

avelumab
(NSCLC 1L PD-L1+)

avelumab+chemo
(Gastric 3L)

avelumab + Inlyta
(RCC)

avelumab
(hematological malignancies)

avelumab
(ovarian plat res/ref)

avelumab+chemo
(Gastric 1L maintenance)

M7824 Anti-PD-L1/TGFb Trap
(solid tumors)

avelumab + NHS IL 12
combination

avelumab
(ovarian 1L)

avelumab + Inlyta
(RCC 1L)

avelumab+chemo
(Bladder 1L sequential)

avelumab
(NSCLC 2L)

NHS-IL 12
(solid tumors)

Biosimilars

MSB11022 Biosimilar
(Chronic plaque psoriasis)

Under preparation
26

Cladribine Tablets
(RRMS)

2

3

New in pipeline

Moved into next phase

3

Maintained position

R

In registration

As of October 7, 2016; 1Asia ex Japan; 2Under preparation for this phase; 3Since R&D Update call on October 1, 2015; Acronyms: SLE = systemic lupus erythematosus,
OA = osteoarthritis, RRMS = relapse remitting multiple sclerosis, NSCLC = non-small cell lung cancer, HCC = hepatocellular carcinoma, STS = soft-tissue carcinoma,
PaCa = pancreatic cancer, MCC = Merkel cell carcinoma, RA = rheumatoid arthritis, SCCHN = squamous cell cancer of the head and neck

R

