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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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Agenda
Business overview
Healthcare – Funding for success
Life Science – Focusing on profitable growth
Performance Materials – Maintaining leadership and innovation
Executive summary and guidance

4

Group
Portfolio of three high-tech businesses

Healthcare
Leading in specialty
pharma markets
•

Biologics and small-molecules

•

Research focus: Oncology,
Immunology & Immuno-Oncology

•

5

Over-the-counter medicine

Performance
Materials

Life Science
Leading life science
company
•
•

Tools and services for biotech
research & production
Tools and laboratory supply for the
academic research and industrial
testing

Market leader in
specialty materials
•

Innovative display materials

•

Effect pigments and functional
materials

•

High-tech materials for electronics

Group
Strong businesses with attractive margins

% of sales

Margin1

46%

31.0%

FY 2016
Sales:
€15,024 m

38%

29.2%

16%

44.1%

Healthcare
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1EBITDA

pre margin in % of net sales; 2Including Corporate/Others (-€396 m)

Life Science

% of EBITDA pre

43%

34%

23%

Performance Materials

FY 2016
EBITDA pre2:
€4,490 m

Group
We keep focus on our major priorities and goals per 2018

Healthcare

EBITDA
pre*
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Life Science

~43%

EBITDA
pre*

~34%

 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

*based

on FY 2016 reported EBITDA pre, excluding Corporate & Other

Performance
Materials
EBITDA
pre*

~23%

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

Healthcare
Financial performance: solid organic growth amid pipeline investments
Healthcare P&L

Comments

[€m]

9M 2016

9M 2017

5,089

5,226

-1,878

-2,033

-202

-226

-1,078

-1,188

1,314

1,375

1,947

1,847

1,631
32.0%

1,566
30.0%

Net sales
Marketing and selling
Administration
Research and development
EBIT
EBITDA
EBITDA pre
Margin (in % of net sales)

Net sales bridge
€5,089 m

4.2%

• Rebif declines due to competition in U.S. & EU
• Erbitux shows organic decline - volume increase in growth markets
outweighed by competition and price reductions in Europe

• General Medicine portfolio posts double-digit organic growth driven by
strong performance in growth markets and repatriation in China
• M&S reflects investments for launches & Glucophage repatriation China
• R&D costs increase due to pipeline development
• Profitability benefits from royalty swap, Bavencio milestones and organic
performance, but more than offset by higher R&D and M&S costs

Key achievements 2017
-0.5%

-1.1%

€5,226 m

 Mavenclad: approved in Europe (RMS)
 Bavencio: approved in two indications (MCC/UC)
 BTK inhibitor: comprehensive phase IIb program started
 Anti-PD-L1/TGF-ß trap: broad phase Ib program started

9M 2016
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Organic

Currency

Totals may not add up due to rounding

Portfolio

9M 2017

 Early stage: innovative assets in-licensed

Healthcare
Base business: ambition to keep sales organically stable until 2022
Healthcare base business net sales until 2022

26 consecutive quarters of
1
organic growth

Rebif® Decline in line
with interferon market

Maintaining solid track record of patient
retention

Erbitux®
Low single-digit decline

Driving emerging markets growth

Fertility
Mid single-digit growth

Drug demand driven by emerging markets
growth and demographics

General medicine
Mid to high single-digit
growth

Emerging markets demand growth enhanced
by new launches, e.g. GlucophageXR® China

Consumer Health
Mid single-digit growth

Continuously build emerging markets presence/
invest in key strategic brands

2

2013
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1

2017E

2022E

2

Q2 2011 until Q3 2017; includes General Medicine, CardioMetabolic Care (CMC), Endocrinology & Allergopharma

Healthcare
Development pipeline: on track to deliver the €2bn ambition by 2022
> €2 bn*
Potential
pipeline
sales

< €50 m*
2017

Key
projects
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Illustrations; *risk adjusted

2018…

…2022

Bavencio

•
•

30 clinical programs ongoing (>15 tumor types)
Nine phase III trials/various phase I cohorts ongoing

Mavenclad

•
•

Approved in Europe (expected peak sales ~€500-700m)
Submission in other jurisdictions planned

TGF-ß trap

•
•

Phase Ib cohorts ongoing (14 indications)
Cohorts to read out continuously throughout 2018

Healthcare
Bavencio: targeted launches picking-up continuously
mMCC

1

mUC

Maximizing leadership

MCC Naïve/1L Patient share of IO class

2

Building foundation

New Patients, 2L PDx share of IO class

Bavencio®

100%
80%

80%

on track to
reach ~€20 m
sales in 2017

60%
40%
10%
10%

20%
0%

Bavencio

Keytruda

Opdivo

Tecentriq

 Successful uptake since
3
accelerated approval

1

11

 Targeted go-to-market strategy
(conditional approval)

2

3

mMCC = metastatic Merkel cell carcinoma; mUC = metastatic urothelial cancer; Accelerated FDA approval for mMCC on March 23, 2017,
and for mUC on May 9, 2017; Continued approval for these indications in the U.S. is contingent upon verification and description of
clinical benefit in confirmatory trials
Data sources: IMS claims data

Healthcare
Mavenclad: launch ramping-up successfully
Position Complementary offering

Posology Unique value proposition

Disease
activity

MAVENCLAD®

high

on track to
reach high
single digit €m
sales in 2017

low
Initiation Escalation Reserve Therapy
Prioritized for Mavenclad®
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Prioritized for Rebif®

 Mavenclad label: ~60-70% of RRMS

 Selective immune reconstitution

 Rebif & Mavenclad complementary
at patient and physician level

 2 years treatment for 4 years efficacy
 Positive NICE recommendation in UK

Healthcare
Anti-PD-L1/TGF-ß trap: reading-out throughout 2018
Status

14 targeted cohorts tested

Next

Focused decisions

Expand cohort and/or
explore single-arm path-to-registration
Expand cohorts to confirm signal and/or
follow with randomized comparative trial

Explore biomarker driven
pan-tumor opportunities

De-prioritize cohort

 Preliminary evidence of anti-tumor
activity in heavily pre-treated
patients (PDx-resistant/refractory)
13

 Upcoming read-outs of cohorts
(e.g. NSCLC) will guide focused
late-stage development program

anti-PD-L1/
TGF-ß trap

on track to
inform focused
development
program for 2018

Healthcare
Growth funded through active portfolio management
Kuvan divestment

Biosimilars divestment

Consumer Health

 Returning rights for Kuvan
(rare disease) to BioMarin

 Selling Biosimilars activities

 Announced evaluation of
strategic options for OTC business*

 +324m€ divestment gain

Nov ’14

 +156m€ upfront, up to 500m€
milestone payments/royalties

Jan ’17

Jan ’16

 Financials subject to deal model

Jun ’17

Sep ’17 Sep ’17

Pfizer alliance

Vertex in-licensing

F-star collaboration

 Co-promotion agreement to jointly
develop/commercialize avelumab
(immuno-oncology)

 Access to two promising
clinical programs targeting
DNA damage and repair

 Develop and commercialize
five bi-specific IO assets
(incl. anti-LAG-3/PD-L1 asset)

 +850m$ upfront plus regulatory/
commercial milestone payments

 -230m$ upfront plus
royalties on future sales

 Up to -115m€ upfront, plus
R&D funding/milestones

14

*OTC:

over-the-counter

Focused R&D on
three specialty
therapeutic areas

Disciplined
portfolio
prioritization

Innovative deal
models to realize
full potential of
assets

Healthcare
Long-term: pipeline optionality / short-term: five priorities (H1 2018)

Prioritization/
Externalization

Read-out of
14 indications

Two phase III
decisions

Two phase III
read-outs

One potential
US submission

1

2

3

4

5
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Life Science
Business on track to deliver above market organic growth (~4%)
Life Science

1

Market

Long-term growth drivers
2

 Research activity: >3,000 projects in research pipelines , rising
number of experiments and newly emerging therapies/technologies
3
backs healthy growth in biotech and CROs

Research Solutions
Low single digit growth

Academia & Government
Pharma & Biopharma
Emerging Biotech

36%

Merck KGaA, Darmstadt,
4
Germany

FY 2016
€5.7 bn

37%

Process Solutions

 Regulation: rising requirements foster long-term customer partnerships
5

 Biologics: mAbs production growing by ~12% p.a. for 2016-2021
driven by new molecules and biosimilars
 Diversification: contribution by top 10 molecules will decline to
6
~30% until 2021 from 80% today

High single digit growth
BioProcessing
Pharma
Services

27%

 Public and private funding: availability, access and predictability
drive demand from academia and emerging biotech customers

 Noval modalities: innovation in complex-to-deliver therapies,
e.g. gene and cell therapy, will drive demand for single-use,
end-to-end and new technology solutions

1

Market

 Regulation: testing volumes overall are rising globally rise in quality
standards and increased demand for testing across customer segments

Applied Solutions

 Population and economic growth: demand for access to more
sophisticated products and services rises, e.g. in emerging markets

Mid single digit growth
Food&beverage
Environmental
Diagnostics
1

16

6

2

3

 Speed: need for fast testing results raises requirements for Applied
customers, esp. in clinical testing and food & beverage testing
4

5

Source: Merck KGaA, Darmstadt, Germany Factbook; Source: PhRMA; CRO = commercial research organisation; Indicative only; mAbs = monoclonal antibodies;
Source: EvaluatePharma April 2017

Performance Materials
The four pillars are set for future profitable growth
Business unit

% sales

Display Materials

Integrated
Circuit Materials

Pigments and
Functional Materials

Advanced
Technologies

Products

~50-55%

~20-25%

 Liquid crystals (LC) and photoresists for TVs,
smartphones and tablet computers
 Other display and non-display applications
(e.g. LC Windows)
 Dielectrics, colloidal silica, lithography materials,
yield enhancers, edge-bead removers
 Polyimide raw materials and printing materials

~15-20%

 Effect pigments and functional materials for
coatings, plastics, printing and cosmetics
 Functional materials for cosmetics & special applications

~5-10%

 Organic and inorganic light emitting diodes
 Functional materials for electronics and energy solutions

Well-founded medium-term low single-digit growth profile
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Mid-term
growth trend

Group
We are well on track to deliver on our promises
1

Group

Healthcare

Life Science
Performance
Materials

Net debt reduced by >€2 bn

Strict financial discipline supports rating

Important

Base business growing
Launches and pipeline delivery materializing

milestones

Sigma-Aldrich synergies raised and well on track

to deliver

1

on our

Organic growth above market

promises

Market challenges well managed
New technologies in test phase

CMD2
December
2015
18

reached

Q3 2017
Results
2

Illustration; Net financial debt ex pension provisions as of Sept.30, 2017 versus December 31, 2015; Capital Markets Day

2018

Group
Full-year 2017 guidance

Net sales:

~ €15.3 – 15.7 bn

EBITDA pre: ~ €4,400 – 4,600 m

EPS pre:
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~ €6.15 – 6.50

