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Solid second quarter improves half-year balance sheet — _ _
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economic uncertainties remain www.heidelberg.com

¢ Q2salesupo9 percentto€ 622 million
¢ EBITDA (excluding restructuring result)risesto € 55 millionin Q2
¢ Focusonincreasingliquidity and safeguarding profitability

e Outlookforfinancialy ear 2019/2020 remains unchanged

In the second quarter (July 1 through September 30,2019), Heidelberger
Druckmaschinen A G (Heidelberg) succeeded in almost compensating for the relatively
weak start totheyear. Asaresult, salesforthe quarter (up 9 percentto € 622 million),
EBITDA (excluding restructuring result) (up 28 percentto € 55 million), and incoming
orders (up 1 percent to € 648 million) allimproved. The mainboostto businesscame
from the ongoingdigitization of processes (Push-to-Stop technology) in the core
business of sheetfed offset printing, whichis currently generating highersalesin the
United Statesand Chinain particular. Digital business models such as subscription are
also makinga positive contribution, asis the growing proportion ofrecurringsales from
contract business and e-commerce. Subscription business now accountsforover

10 percent of the order backlog, forinstance. The medium-term goal at Heidelbergis to
significantly reduce the company’s exposure to economic fluctuationsby generating

around a third oftotal sales from recurring business.

Heidelberg responds to continuing economic uncertainties

However, businessin Germany, the United Kingdom and the rest of central Europe
remainsdifficultbecause ofthe reluctance to invest caused by the economic situation.
Prominent economic researchinstitutions and the Mechanical Engineering Industry

Association (VDMA) in Germany remain skeptical about the prospects. Heidelberg will
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therefore continue to systematically push ahead with the measures already initiated to

safeguard profitability and improve liquidity.

“Recent months have shownthat ourbasic strategy is right — the proportion of contract
business is growing, an increasing number of customers is making use of our digital
solutionsin sheetfed offset, and we’re using targeted investmentsin our core businessto
safeguard our global market and technologyleadership,” said Heidelberg CEO Rainer
Hundsdorfer. “The solid progressin the second quarter means we're confidentof
achieving the planned salestarget forthe financial year. The difficult economic climate
worldwideis affectingboth us and our customers, though, so we’ll be taking a highly

sy stematic approach to implementing the measures initiated to improve our netresult

and free cash flowin the coming months,” he added.

Cost-efficiency strategies and further streamlining both organizational and management
structures atthe company are key to securing sustainable results. This includes
downsizing the Management Board. Board member Stephan Plenz, Chief Technology
Officer and in charge of the Heidelberg Digital Technology segment, willbeleavingthe

company by mutual agreement when his current contract ends in June 2020.

The companyis using three main approaches to address the working capitaland free
cash flowsituation, which remains unsatisfactory despite improvements in the second
quarter. Firstly, planned investments are being cutby some € 20 million. Secondly,a
reductionofaround € 50 millionin tied-up capitalis to be achieved by optimizing
throughputtimes andinventorylevels while also improving accountsreceivable
management. In addition, portfolio adjustments and further structural o ptimizations are
expected to generate around €30 million in cash forthe company. Overall, the liquidity

potentialthus totalssome € 100million.

Improved operational development in second quarter — economic
uncertainties remain

Despite the continuing economic uncertainties, especially in central Europe, Heidelberg
recorded a significantincrease in sales, from € 573 million to € 622 million, in the
second quarter of financialy ear 2019/2020 (July 1 to September 30, 2019)

(€ 1,124 million for 1H2019/2020compared to € 1,114 million for 1tH2018/2019).

Incomingorders also improved slightly, from € 641 million in the previousyear to
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€ 648 million (€ 1,263 millionfor 1 H2019/2020compared to €1,306 millionfor 1H
2018/2019). This was mainly due to positive developmentsin Chinaand North America,
while European business wasweaker. The order backlogincreased by around

16 percent, from € 654 millionat the end ofthe previous financial year on March 31,
2019to €756 million. Thisis partly down to the newsubscription contracts, which
already account forover 10 percentofthe order backlogand will be reflectedin the sales

figures overtheir respective terms.

EBIT DA excluding restructuring resultin the quarterunder reviewamounted to
around € 55 million (including anIFRS 16 impact of € 4 million). This, too, was
significantly up onthe unadjusted figure for the previousyear ofaround € 43 million
(€ 69 million for 1 H2019/2020 compared to € 62 millionfor1 H2018/2019). EBIT
ex cluding restructuring result totaled € 32 million for the quarter (same quarter of
previous year: € 26 million)and € 22 millionforthefirst six months (previous year:

€ 27 million). The EBITDA margin excluding restructuring result (but includingthe
impactofIFRS 16)was 8.9 percent, following a figure of77.4 percent for the
corresponding quarter ofthe previousyear (6.2 percent for 1 H2019/2020 compared to
5.5 percentfor1H2018/2019). The financial result improved from € —12 million in
the equivalent quarter of the previousyearto € —1 0 million (€ —23 millionfor
1H2019/2020 compared to € —28 millionfor 1H2018/2019). The net result after
taxes, including income taxes, was€ 14 millionforthe second quarter (previousy ear:

€ 8 million) and € —16 million for the first six months (previous year: € —6 million).

Progress with free cash flowin second quarter

Despitethetypicalincreasein networking capitalin the course of the financial year
that took place in the second quarter ready for the stronger second halfofthe year,

the company succeeded in significantly reducing the free cash flowdrainfrom

€ —42 million to € —16 millionin the reporting period (includingthe impact of IFRS 16).
This resultedin a figure of € —1 0oomillionforthe first half-year (previousyear: € —

86 million).

The considerable reduction in both the actuarial interest rate for pensionsin Germany
and the netlossforthe quarter were the main reasonsforthe lower equity of
€ 244 million atthe end of the quarter, which is equivalent to an equity ratio ofjust

over10 percent. Asexpected, the netdebtonthereportingdateincreased to
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€ 416 million. This was primarilydue to IFRS 16 beingapplied for the first time
(€ 59 million) and the negative free cash flow. The leverage on the reportingdate for

the quarterwas 2.1.

“Our cleargoalis to significantlyimprove the free cash flowby the end of the financial
year,soourunequivocal focusis on increasing profitability, on optimizing net working
capital,and onasset management,” said Heidelberg CFO Marcus Wassenberg. “The aim
ofthe various measures we have alreadyintroduced is to generate additional liquidity of
around€ 100 millionas quickly as possible. At the same time, we are making a conscious
effortto further improve cost disciplinein all areas of our companywith a viewto

safeguarding profitability in this increasingly difficult economic climate,” he added.

Outlook forfinancialy ear 2019/2020 remains unchanged
Againstthebackdrop ofthe measuresintroduced, the solid performance in the second
quarter,and the assumption that the economic environment will not deteriorate further,
Heidelbergconfirmsits targets for financial year 2019/2020as a whole, with salesat the
same levelasin the previousyear. The target range for EBITDA excluding restructuring
resultis 6.5to 7 percentofsales, and a break-even netresult aftertaxesis expected. The

leverage shouldbebelowthetargetvalueof2.

Image material, the interim report for the firsthalf of financial year 2019/2020,and
additionalinformation about the company are available in the Press Lounge of

Heidelberger Druckmaschinen AG at www.heidelberg.com.
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Heidelberg IRnow on Twitter:
Linkto the IR Twitter channel: https://twitter.com/Heidelberg IR
On Twitterunderthe name: @ Heidelberg IR

Other dates:
The scheduled publication date forthe financial statements forthe third quarter of
2019/2020is February11,2020.

Further information:

Corporate Communications
ThomasFichtl

Phone: +49 6222 82-67123
Fax:+49622282-67129

E-mail: Thomas.Fichtl@heidelberg.com

InvestorRelations

Robin Karpp

Phone: +49 6222 82-67120
Fax:+49622282-99 67120

E-mail: robin.karpp@heidelberg.com

Importantnote:

This press release contains forward Jooking statements based on assumptions and estimations by the Management Board of Heidelberger
Druckmaschinen Aktiengesellschaft. Even though the Management Board is of the opinion that those assumptions and estimations are realistic, the
actual future development and results may deviate substantially from these forward-looking statements due to various factors, such as changes in
the macro-economic situation, in the exchange rates, in the interest rates, and in the print mediaindustry. Heidelberger Druckmaschinen
Aktiengesellschaft gives no warranty and does not assume liability for any damages in case the future development and the projected results do not

correspond with the forward-looking statements contained in this press release.
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Heidelberg Group in figures —

1H 2019/20

H=

1H 2019/20 1H 2018/19 Q2 2019/20 Q2 2018/19
in € millions (4.1.19—9.30.19) | (4.1.18-9.30.18) | (7.1.19—9.30.19) | (7.1.18-9.30.18)
Net sales 1,124 1,114 622 573
Incoming Orders 1,263 1,306 648 641
Order backlog 756 774 756 774
EBITDA (excl. restructuring
result)?? 69 62 55 43
Operatingresult (EBIT excl. 22 27 s 26
restructuringresult) ?
Restructuringresult -5 -5 -1 -6
Financial result® —23 —28 -10 -12
Net resultafter taxes -16 -6 14 8
Free Cashflow?® —-100 -86 -16 —42
Net debt?? 416 320 416 320
Equity » 244 373 244 373
Equity ratio® 10.3% 17.0% 10.3% 17.0%
Headcount 11,471 11,523 11,471 11,523

1) Operating result before interest, taxes, depreciation, and amortization, excluding restructuring result

2) Financial liabiliiesminusliquid assetsand short-term securities

3) Forthe first time in the 2019/2020 financial year, Heidelberger Druckmaschinen Aktiengesellschaft isapplying IFRS 16 “Leases’,

which hasreplaced IAS 17 “Leases’.

In individual cases, rounding could result in discrepanciesin the totalsand percentagescontained

inthispress release.
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