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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 ñforward- looking statements .òStatements that include words such as ñanticipate,òñexpect,òñshould,òñwould,òñintend,òñplan,òñproject,òñseek,ò
ñbelieve,òñwill,òand 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 (ñSigma-Aldrichò)with respect to its business as described in its reports and documents filed with the U.S. Securities and Exchange Commission (the ñSECò).

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 -
Aldrichôsmost 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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Agenda

Business overview

Transforming the company

Healthcare ïFunding for success

Life Science ïFocusing on profitable growth

Performance Materials ïMaintaining superior profitability

Executive Summary and Guidance



BUSINESS OVERVIEW
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Portfolio of three high - tech businesses

Life Science
Performance

Materials
Healthcare

Leading in specialty 
pharma markets

Å Life cycle management

Å Biologics

Å Emerging markets

Å Over - the -counter medicine

Leading life science 
company

Å Consumables & equipment for 
biotech research & production

Å Tools and laboratory supply for the 
life science industry

Market leader in 
display materials

Å Customer intimacy

Å Innovation power

Å Cost and technology leadership

Group



TRANSFORMING THE 
COMPANY



Group

Looking back: Our Ambition in 2007

8

Transform a mid - sized conglomerate 
into a world class technology leader

Create a truly global and modern company

Secure sustainable profitable growth

Generate value for our owners
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Strategic agenda 2018 ïmilestones achieved

FF2018 efficiency
program

Early pipeline 
ramp -up

Continuous efficiency improvement measures
~ú385 m 

savings

~2012 - 2013 > 2014

Restructuring Growth initiatives

Potential pharma
launches

Lab Water 
platform

Disposable 
bioreactors

InnovationOrganic

Repatriation projects

Leverage regional 
platforms

Emerging Markets

AZ Electronic Materials

Portfolio/Alliances

Sigma -Aldrich
New advanced 

materials
OLED

Pfizer alliance

V

Group



Repatriation projects:

ÅGlucophage and Euthyrox from Takeda in Russia

ÅCo-promotion agreement with BMS
1

for Glucophage in China

ÅTransfer of full promotional responsibilities for Erbitux in Japan

Leverage regional platforms:

ÅTransfer of Neurobion & Floratil to Consumer Health

ÅStrategic partnership with Lupin to broaden GM
2

portfolio

Emerging Markets:

ÅHealthcare focus on strategic markets such as China & Brazil

ÅInvestments in regional sites (Nantong ïChina)

Portfolio and alliances:

ÅAZ closed and integrated in 2014

ÅSigma acquisition ïclosing on November 18, 2015

ÅStrategic alliance with Pfizer in immuno -oncology progressing

Innovation:

ÅLaunch of UB -FFS as well as progress in OLED

ÅNew innovation center in corporate HQ

1Bristol -Myers Squibb; 2General Medicine10

Strategic agenda 2018 ïmilestones achieved

Group
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We have added scale and strengthened the attractiveness of its portfolio

Divestments Acquisitions

~ú7 bn~ú31 bn

Transformation volume

Performance 
Materials

Life Science

+
Millipore & 

Sigma -Aldrich

+- divested acquired
+
AZ

merged

Laboratory Business

Life Science Solutions
2

Liquid Crystals

Pigments

merged

Generics -

Ethicals
1

Consumer Health

merged

2007: ~ú7 bn sales

Healthcare+
Serono

2015 3: ~ú14.5 bn sales

1Excluding ñTheramex ò, which was divested; 2Excluding ñCrop Bioscienceò, which was divested; 3Merck KGaA, Darmstadt, Germany FY 2015 guidance + 2014 sales
from Sigma -Aldrich

Group
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Serono Millipore

Sigma

AZ

Å Leading biotech company

Å Global footprint

Å Strong Emerging Markets presence

Å Solid underlying business

Å Promising pipeline assets

Å Nr. 2 in the world market

Å Broad and global product portfolio

Å Leading eCommerce platform

Å Best - in -class supply chain

management

Å World market leader

Å Technology and innovation

leader

Healthcare Life Science Performance Materials

Science Innovation Specialties Quality Customer focusTechnology

We have created three business leaders

Group



North America and Emerging Markets have driven growth

North America :

·Build presence through M&A

·Grow and defend Rebif

·Expand Fertility

·Grow Life Science

Emerging Markets :

·Drive General Medicine and
Consumer Health

·Leverage Life Science portfolio

·LC and OLED leadership

Sales 2007 Initiatives Sales 2015 *

13

ú0.9 bn

ú2.2bn

ú2.5bn

ú5.9bn

* Figures reflect LTM net sales without Sigma -Aldrich

Group
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Profitability improved fundamentally

Group

7,202

6,775
7,402

8,951
9,922

10,756 10,735
11,363

26%

20%

22%

28% 27% 28%

30%

29%
~ 28%

~ 30%

15%

20%

25%

30%

35%

0

2 000

4 000

6 000

8 000

10 000

12 000

14 000

2007 2008 2009 2010 2011 2012 2013 2014 2015

Guidance

2015

Pro-forma

Net sales [úm]EBITDA pre margin [%]

úm
Margins

Acquisition of Millipore

Acquisition of AZ

Electronic Materials
1

Acquisition of Serono

Divestment of Generics

~12,600 -
12,800 

1Included since 2 May 2014; 22007 and 2014 EBITDA pre margin adjusted for comparability; 32015 guidance including Sigma -Aldrich since 18 November 2015; 
4Pro- forma calculation assumes 2015 full -year contribution from Sigma -Aldrich based on ThomsonReuters consensus as of November 11, 2015, and assumed 100% 
of realized synergies of ú260m p.a.

Acquisition of 
Sigma -Aldrich

~15 bn

2

3 4

2
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Each business sector has its specific priorities

We are set for profitable and sustainable growth

* 2014 reported EBITDA pre including Sigma -Aldrich 2014 results , 100% of expected synergies , excluding Corporate & Other

Healthcare

Life Science

Performance 
Materials

EBITDA
pre *

EBITDA
pre *

EBITDA
pre *

Funding for success

ÅInvest in pharma pipeline

ÅPrepare for launches

ÅMaintain cost discipline

Focusing on profitable growth

ÅSustain top - line momentum

ÅDrive underlying earnings

ÅIntegrate Sigma and realize synergies

Maintaining superior profitability

ÅBuild on resilient four -pillar platform

ÅContinuously innovate

ÅProtect margins with high value -added 
products

45%

35%

20%

Group



HEALTHCARE ɇFUNDING
FOR SUCCESS
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Synergies

Deliver
on organic growth

Competitive R&D funding in our focus areas

Stable existing business to fuel slight organic growth

Solid pipeline of oncology, immuno -oncology and 
immunology molecules 

Transformation of R&D operating model ongoing 

Cost discipline and efficient execution

Focus 
on pipeline

Healthcare

Healthcare is set to deliver on promising pipeline candidates



1 621

1 620

1 569

1 651

1 684

1 684

1 717

1 686

1 803

1 708

18

Current year Prior -year

+0.3%

+3.3%

+4.4%

Q2 2015

Q1 2015

Q4 2014

Q3 2014

Stable to slight organic growth

+1.5%

Q3 2015
+1.9%

Consumer Health

Defending the existing product portfolio is a key strength of Healthcare

mú

Healthcare

Delivered organic sales growth, committed to future performance
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Should pipeline catalysts materialize, investments 
will lead to considerable payback as of 2018 +

1
Organic; 

2
including Consumer Health, Cardiometabolic Care , 

Endocrinology , General Medicine and Others

Growth initiatives 

and pipeline

Rebif

Erbitux

Fertility

General Medicine2

2014 2018E

Rising investments until 2017 to accelerate sales and earnings growth as of 2018

Stable to slightly growing
1

sales until 2018 
confirmed

2015 2016 2017 2018 2019 2020

EBITDA 
pre

Investment 
phase

Long - term 
EBITDA pre

upside

Illustration

Healthcare

Pipeline opportunities will lead to rising investments
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·Immuno -Oncology: avelumab and ramp -up 
of earlier pipeline projects +ú150-200m cost 
increase in 2016

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

·Launch readiness to be ensured for 
avelumab and cladribine

·Costs for launch preparation in the 
mid to high double -digit úm range in 2016

R&D *

Marketing & 
Selling *

Long - term growth investments partly mitigated by strict cost management

Å Cost discipline remains 
high on the agenda

Å Stringent pipeline 
assessments continue

Å Investments based on 
sound business cases 
and robust clinical data

* For scenario that pipeline catalysts materialize

Healthcare
Investments in future growth



LIFE SCIENCE ɇ
FOCUSING ON 
PROFITABLE GROWTH
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Strategic rationale

Financials

Broad and complementary product fit in attractive segments

Expanding global reach and scale

Leveraging operational excellence to deliver superior value to customers

Integration

New organizational structure designed (Applied, Research and Process Solutions)

Top 2 management levels already appointed

Confirming synergies of ú260 m p.a., realized by the third full year after closing

Sigma acquisition closed on Nov 18 th - consolidated for 43 days in 2015

Focus on seamless integration for customers and the organization

Life Science

Combining forces for future growth

&
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·Outstanding supply chain 
management (Ability to deal with 
complexity)

·Simple e -commerce platform            
(customer interface with global 
coverage)

·Expertise to manage regulatory 
barriers

Wide, innovative 
portfolio

Balanced Geographic 
Footprint

Industry - leading 
Capabilities

·Increased presence in North America

·Accelerating growth momentum 
in Asia

ÅExpanded geographic reach in 60+ 
countries

·A combined portfolio of +300,000 
products

·Integrated offerings along the life 
science value chain

·Complete workflow solutions

Our capabilities are the foundation for future topline growth in Life Science

We create sustainable value that is based on strong strategic levers

Life Science
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ÅSignificant restructuring and integration 
experience

ÅDeep knowledge and understanding of the 
life science industry

ÅL1-L3 already appointed

ÅCommitment to cost synergies of 
~ú260m confirmed

ÅSources and timing of synergies clearly 
identified

ÅDelivery of synergies already starting 
in 2015

Integration

Synergies

Integration process well set to maximize the capabilities of both worlds

Life Science

Execute on integration and leverage synergy potential
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Production & Manufacturing Marketing & Selling

Administration, R&D

~ 30%

2015 2016 2017 2018

Production & Manufacturing Marketing & Selling

Administration, R&D Integration costs

Three major areas for delivering the
synergies

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

Timing of expected synergies and related costs [úm]Sources of synergies (3 rd full year 2018)

~5 ~90 ~170 ~260

-100 -170 -100 -30

~ 40%

~30%

Life Science

Expected synergies identified and fully confirmed



30%

35%

35%
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Above industry margin levelsNew sales breakdown
1

and market growth 

Research Solutions
Low single digit growth

Process Solutions
High single digit growth

Applied Solutions
Mid single digit growth

1
Pro-forma calculation based on published sales for FY 2014 for Millipore and Sigma-Aldrich (FX conversion: EUR/USD 1.30); 

2
Pro-forma combination based on 2014 financials including 100% of targeted synergies

Life Science is well set for sustainable growth and profitability

Life Science

We aim to be the profitability champion of the sector

Company C

Company B

SIAL

Company A

Company E

Company D

MM

Millipore Sigma

Profitability champion including synergies
2

Industry average
~25%



PERFORMANCE 
MATERIALS ɇ
MAINTAINING SUPERIOR
PROFITABILITY



Display Materials

~55 - 65% of total sales , 

- liquid crystals (LC) and photoresists for TVs, smartphones and 
tablet computers

- other display and non -display applications (e.g. LC Windows)

Pigments and
Functional Materials

~15 - 20% of total sales , 

- effect pigments and functional materials for coatings, 
plastics , printing and cosmetics 

- functional materials for cosmetics and special applications

Integrated Circuit 
Materials

~ 15 - 20 % of total sales ,

- dielectrics, colloidal silica, lithography materials (photo resists), 
yield enhancers, edge -bead removers

- polyimide raw materials and printing materials

Advanced Technologies

~5 - 10% of total sales , 

- organic (OLED) and inorganic (LED) light emitting diodes and 
functional materials for electronics and energy solutions, 
especially OLED is providing first substantial sales

2820

The four pillars are set for future profitable growth

Performance Materials



Evolutionary

Incremental product adjustments - only minor investments

LC New singles for PSVA technology

Pigments Meoxal luminous metal effect pigments

ICM 1
low defect CMP

2
slurries

Advanced Tech. Organic Photovoltaics

29

Revolutionary

Fundamental research - more substantial investments needed

LC Smart windows , smart antennas , new modes

Pigments Counterfeiting prevention applications

ICM 1 
Directed self -assembly (DSA) in lithography

Advanced Tech. OLED printing technology

21 1 Integrated Circuit Materials; 2Chemical Planarization Slurries

Innovation leadership is the backbone of future profitability and growth

Performance Materials
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Our Performance Materials Business is based on 4 pillars

1 Four - pillar platform diversifies earnings stream

2 Continuous innovation as key profitability driver

·Liquid Crystals remain key earnings contributor

·AZ expertise being leveraged to develop innovative 
value -added solutions for customers

·OLED turns into visible growth driver

·Pigments continue to grow with high -end products

·New products contribute high growth and
profitability

·LC technology mode UB-FFS launched in 2014 
is the most recent example

Sound platform to deliver high earnings

Performance Materials

Diversification of portfolio and ongoing innovation support profitability

Balanced sales and consistently high earnings 

Liquid Crystals
Pigments

AZ 
OLED

2013 Today

We are the innovation leader

ñImproved picture quality ñ

ñLarge TVsñ

ñDisplay cost reduction &  
advanced performanceò

IPS

VA

PS -
VA

ñSuperior image resolution and 
lower energy consumptionò

UB-
FFS

1996

2000

2008

2014 F
ir

s
t 
to
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o
m

m
e
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Our Performance Materials Business is based on 4 pillars

3 Macroeconomics and electronics remain buoyant

4 Margins protected by high value - added products

·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 continues to grow

·High market share in liquid crystals expected
to prevail

·Margins are a key priority and will not be
compromised

Long - term growth and margin drivers are intact

Performance Materials

Confident to maintain low single - digit organic growth trajectory and attractive
margin level

Display market opportunities continue to evolve
*

Sustainable mid - term margins

* Source : IHS, Merck KGaA, Darmstadt, Germany, VLSI

0

100

200

2010 2020 2030

Flat panel displays (non - transparent, non - flexible)

Flexible displays

Transparent displays

EBITDA pre
margin (%)

2015 2018

45

40

New 
products

Mix

Compe -
tition

Product
ageing

Demand

FX

USD bn



EXECUTIVE SUMMARY 
AND GUIDANCE
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Maximize growth of existing franchises 

Deliver on pipeline 

Drive innovation and technology leadership across all businesses

Focus on seamless integration and deliver cost synergies

Leverage strategic capabilities for value creation

Innovate in applications beyond displays

Healthcare

Life Science

Performance
Materials

Group

We are well set for profitable and sustainable growth
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Group

We have clear financial 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 (>ú500m) ruled out for the
next two years

·Dividend policy reflects sustainable earnings trend

Ongoing cost discipline 

·Synergy generation is utmost priority

·Cost discipline continues in all business sectors

·Further efficiency gains from ongoing improvement
and harmonization of processes and systems

Efficient capital
allocation

·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


