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Heidelberg Group

INTERIM FINANCIAL REPORT Q2 2018/2019

Sales grow by around 6 percent in the first half of 2018/2019 to € 1,114 million

Incoming orders rise to € 1,306 million; order backlog up at around € 774 million

EBITDA excluding restructuring result improves slightly to € 62 million in the first half of the year
Result of operating activities excluding restructuring result (EBIT) at € 27 million

Net result after taxes € -6 million after six months

4 1 1 1 1

Key performance data

Figures in € millions Qlto Q2 Q2
2017/2018 2018/2019 2017/2018 2018/2019
Incoming orders 1,234 1,306 605 641
RS 559 ...................... 573
R 46 ........................ 43
[RRTTTRRR 82 ....................... 74
[RRRTTTR 30 ........................ 26
[RRRTTTR _1 ........................ _6
RS _11 ...................... _12
[RRRTTTR 16 8
[RRRTTTR 31 ........................ 32
[RRRTTTR 24 ........................ 31
RS 381 ...................... 373
RS 259 ...................... 320
13 ....................... 18
RS _19 ...................... _42
[RRRTTPR 006 ..................... 003
[RRT 11'490 ................. 11,523

U Result of operating activities before interest and taxes and before depreciation and amortization, excluding restructuring result
2 Net total of financial liabilities and cash and cash equivalents and current securities
3 Ratio of net debt to EBITDA excluding restructuring result for the last four quarters

Notes
The segments were reorganized as of April 1, 2018 as part of the digital transformation of the Company.
The figures for the 2017/2018 financial year were restated accordingly.

In individual cases, rounding could result in discrepancies concerning the totals and percentages contained
in this interim financial report.
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Heidelberg on the capital markets

Performance of the Heidelberg share

Compared to the DAX and the SDAX (index: April 1, 2018 = 0 percent)
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Responsibility statement

The Heidelberg share and
the Heidelberg bonds

The Heidelberg share turned in a weak performance in the
first half of the 2018/2019 financial year. A rise from the
beginning to the middle of April 2018 was followed by the
share price tracking sideways. The share price underwent
a significant correction following the publication of the
outlook for the current financial year in mid-June 2018,
but recovered slightly by the time the quarterly figures
were published at the beginning of August. This recovery
was briefly reinforced by the figures for the first quarter of
2018/2019. In the weeks that followed - in line with the
general trend on the stock markets — the share posted
losses again that continued until the end of the first half of
the year. The shares closed on September 28, 2018 at € 2.30,
corresponding to a drop of around 24 percent over the first
six months.

The price of the 2015 Heidelberg convertible bond
developed in line with the share price, ending the first half
of the year down around 14 percent at €102.63. The Heidel-
berg bond traded at above 100 percent throughout the first
half of the financial year.

DAX - German benchmark index

The DAX began the second quarter of the 2018 calendar
year at just over 12,000 points. It rose steadily in the weeks
that followed, reaching its high for the period at 13,169
points on May 22, 2018. As a result of the increasingly pro-
tectionist attitude coming from the US and the stark reduc-
tion in growth forecasts for the Federal Republic of Ger-
many in June 2018, the DAX fell to 12,238 points by the
beginning of July. The German benchmark index briefly
rose again as time went on, but suffered further losses in
early September, which at times brought it back below the
important 12,000-point line. At 12,246 points on September
28, the DAX achieved marginal growth of around 1 percent
in the second and third quarters of the 2018 calendar year.

Key performance data of the Heidelberg share

Figures in € Q2 Q2
ISIN: DE 0007314007 2017/2018 2018/2019
High 3.45 2.60
Low 2.64 2.27
Price at beginning of quarter? 2.71 2.36
Price at end of quarter? 3.45 2.30
Market capitalization at end

of quarter in € millions 962 641
Outstanding shares in

thousands (reporting date) 278,735 278,735

Key performance data of the Heidelberg 2015 corporate bond

Figures in percent Q2 Q2
RegS ISIN: DE 000A14J7A9 2017/2018 2018/2019
Nominal volume in € millions 205.4 150.0
ngh ................................................ 109 3 .................. 1055
LOW ................................................. 1090 .................. 1039
Price at beginning of quarter? 091 1044
Pnce atendof q uarterz) ........................ 1090 .................. 104 6

Key performance data of the Heidelberg 2015 convertible bond

Figures in percent Q2 Q2
ISIN: DE 000A14KEZ4 2017/2018 2018/2019
Nominal volume in € millions 58.6 58.6
ngh ................................................ 129 3 .................. 1065
LOW ................................................. 114 2 .................. 1026
Price at beginning of quarter” w2 1057
Pnceatendofquarterz) ........................ 1293 .................. 1026

1 Xetra closing price, source: Bloomberg
2 Closing price, source: Bloomberg
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ECONOMIC REPORT

Macroeconomic and
industry-specific conditions

The upswing on the global economy was slightly below the
level of growth seen in the previous year at 3.2 percent for
the first half of 2018. While the situation did not pick up
until the second quarter in the advanced economies, the
emerging markets expanded strongly by 7.5 percent by the
summer. However, the downside risks have increased sig-
nificantly. The trade conflicts emanating from the US, the
withdrawal of financial investors from the emerging mar-
kets and the UK’s imminent exit from the EU are casting a
long shadow on future economic development. In addition,
the forthcoming implementation of the Iran sanctions
could trigger further price rises on the oil market.

The US economy is experiencing an upswing that has
now been going on for nine years. Following the compre-
hensive tax reform, its gross domestic product grew by
2.7 percent year-on-year in the first six months. The econ-
omy in the euro zone has lost some momentum since the
start of the year with an increase of 2.1 percent. In particu-
lar, the rate of expansion has slowed in the three largest
member states - Germany, France and Italy. Italy is a major
risk factor in this respect: If financial market pressure on
public budgets keeps on rising but, at the same time, the
new government proves uncooperative towards its Euro-
pean partners, doubts as to the future of the monetary
union could rapidly proliferate once again. The growth of
the Japanese economy was moderate in the first half of the
year at 1.2 percent.

The rise in China’s total economic output was again
quite strong. Gross domestic product was up by 6.7 percent
year-on-year in the first six months. Economic momentum
on the emerging markets of Southeast Asia also remained
high. However, economic expansion on the emerging mar-
kets of Latin America was merely weak in the face of the
economic collapse in Venezuela, production in Brazil drop-
ping to little more than stagnation and growing signs of a
financial crunch in Argentina. The Russian economy is still
moving onwards and upwards, but has not yet mustered
much momentum.

Change in global GDP?

Figures in percent

2.8 2.8 2.4 3.1 3.0
3.0
| | I ‘ | )
0
2014 2015 2016 2017 2018*

* Forecast

U Data determined in accordance with the straight aggregate method

The chain-weighted method would deliver the following results:

2014: 2.9%; 2015: 3.0 %; 2016: 2.6 %; 2017: 3.3%; 2018: 3.2%

Source: Global Insight (WMM); calendar year; as of September 2018
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The strong depreciation of the euro in the first half of 2018
is explained by the high growth differential between the US
and the euro zone, as well as the political uncertainty with
regard to the Italian situation. The growing fear of a trade
war between Japan’s most important trading partners -
China and the US - following the escalation of US tariff pol-
icy weighed heavily on the yen, leading to depreciation of
5 percent.

Owing to considerable political uncertainty, statistics
published by the German Engineering Federation (VDMA)
indicate that sales of printing presses by German manufac-
turers decreased by 12 percent in real terms in the period
from January to July 2018. Incoming orders were down by
2 percent over the same period.

Business development

Heidelberger Druckmaschinen AG (Heidelberg) has success-
fully made further progress with the Company’s digital
transformation in the first half of the current 2018/2019
financial year, with 18 contracts having already been signed
under the new subscription model as of the end of the
reporting period. The goal is for around 30 contracts by the
end of the financial year, which will mean sales potential
of around € 150 million over the contract period. Under
Heidelberg’s pay-per-use model, the customer only pays for
productive industrial performance, i. e. for the number of
printed sheets. The price paid per sheet includes all the
equipment, all necessary consumables, a comprehensive
service geared to availability and consulting to further
enhance performance. With this business model, Heidel-
berg is aiming to become more independent of growth by
selling and installing printing capacity alone, and to bene-
fit from recurring revenue in the field of consumables and
services and increased customer productivity. A standard
subscription model contract runs for five years and gener-
ates recurring revenue over the entire term. The customer
pays a basic monthly price for an agreed printing volume
plus an additional variable component if this is exceeded.

The first Primefire 106 series presses, the industrial digital
printing press with inkjet technology for the packaging
market, were delivered to customers in Switzerland and
the US as planned and are already producing with high
quality and productivity.

In St. Gallen, Switzerland, at the end of June 2018, more
than 800 international visitors witnessed the benefits for
themselves of Labelfire, the digital high-end label printing
machine, which was presented with a digital finishing unit
at Gallus Innovation Days 2018. The new Gallus Smartfire
label printing system - the gateway to professional digital
label printing - likewise debuted for the first time.

Also in June 2018, Heidelberg resolved a partial cash
repayment of its corporate bond of around € 55 million.
Repayment was effected as of July 18, 2018 and will ease the
financial result from the next financial year. Heidelberg is
planning to further reduce its financing interest to around
€20 million in the medium term. Thanks to the recently
agreed new syndicated credit facility of around € 320 mil-
lion maturing in 2023, even after the partial repayment of
the corporate bond, Heidelberg still has a financial frame-
work of around €730 million for investment in its digital
transformation and acquisition activities.

In founding the Heidelberg Digital Unit (HDU), Heidel-
berg has reorganized its e-commerce activities and its digi-
tal marketing, and intends to bundle and harmonize its
different sales channels to increase its e-commerce sales
substantially. The printing presses connected to the cloud
and Heidelberg’s data and software expertise are the foun-
dation for continuous customer service and, above all, for
true value-added.

With Heidelberg Wallbox, the high-performance charg-
ing system for electric cars, Heidelberg has a product for
consumers in its portfolio for the first time. The target
group consists of private individuals in addition to compa-
nies and local authorities. The product is now also being
marketed via online retail platforms and electrical goods
wholesalers.

The sale of the research and development building in
Heidelberg, which was completed in the first quarter,
brought the planned infrastructure projects at the Heidel-
berg and Wiesloch-Walldorf production sites to a success-
ful conclusion. Thus, another key contribution was made



Heidelberg Group

to improving operational performance, in part by reducing
process and structural costs as part of the operational
excellence initiative.

In the context of Heidelberg’s digital transformation,
the segments, functional responsibilities and the regional
market and service organization were restructured at the
beginning of the 2018/2019 financial year. The businesses
bundled in the previous segments Heidelberg Digital Tech-
nology and Digital Business & Services have been restruc-
tured into the Heidelberg Digital Technology and Heidel-
berg Lifecycle Solutions segments. The Heidelberg Finan-
cial Services segment will continue to exist unchanged.

INCOMING ORDERS amounted to around € 1,306 million
as of September 30, 2018, and were therefore significantly
higher than the prior-year figure of €1,234 million. The
highly negative currency effects of the first quarter of
2018/2019 diminished over the course of the second quar-
ter, amounting to around € 17 million in total at the end of
the first half of the year. Incoming orders were up on the

Business performance by quarter

figure for the previous year (€ 605 million) at € 641 million
in the second quarter of 2018/2019.

The ORDER BACKLOG for the financial year rose to € 774
million in the second quarter, and was therefore 28 percent
higher than the figure for March 31, 2018 (€ 604 million)
and around 23 percent higher than the figure for the same
quarter of the previous year (€ 627 million). The significant
increase is also thanks to the new subscription contracts,
which will be reflected in sales throughout the term of the
respective contracts.

As forecast, NET SALES were up compared to the first
quarter at € 573 million in the second quarter, and around
six percent higher than in the previous year at € 1,114 mil-
lion for the first six months (€ 1,054 million). The effect of
negative currency developments on sales also lessened sig-
nificantly, amounting to around € 15 million at the end of
the first half of the year.

TOTAL OPERATING PERFORMANCE climbed to €1,215
million in the first half of the year (previous year: €1,172
million).

Figures in € millions

Q1toQ2 Q2

Incoming orders

2017/2018

2018/2019 2017/2018 2018/2019
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Results of operations, net assets
and financial position

The result of operating activities before interest, taxes,
depreciation and amortization excluding the restructuring
result (EBITDA EXCLUDING RESTRUCTURING RESULT)
improved slightly to € 62 million in the first half of the year
(first half of 2017/2018 financial year: € 60 million) thanks
to the higher volume and the efficiency enhancements
already achieved under the operational excellence pro-
gram; it amounted to €43 million in the quarter under
review (same quarter of previous year: € 46 million). In par-
ticular, negative factors included the additional staff costs
resulting from the new collective bargaining agreement
and higher development costs due to lower capitalization.
The result of operating activities excluding the restructur-
ing result (EBIT EXCLUDING RESTRUCTURING RESULT) was
on a par with the previous year at €27 million after six
months (€27 million), and down on the same quarter of

Income statement

the previous year at € 26 million in the second quarter (€ 30
million). The restructuring result amounted to € -5 million
in the first half of the year (previous year: € -1 million).

Owing to the non-recurring transaction and prepay-
ment fees in connection with the partial repayment of the
2015 corporate bond of around € 4 million, the FINANCIAL
RESULT deteriorated to € -28 million in the first half of the
year (first half of previous year: € -24 million); it amounted
to €-12 million in the second quarter of 2018/2019 (same
quarter of previous year: € -11 million). The financial result
will benefit from lower interest payments in the future.

The NET RESULT BEFORE TAXES was € -5 million (pre-
vious year: € 2 million) for the first half of the year and
€ 8 million in the second quarter of 2018/2019 (previous
year: € 17 million). The NET RESULT AFTER TAXES amounted
to € -6 million after the first six months (previous year:
€0 million). The net result after taxes for the second
quarter was € 8 million (same quarter of previous year:
€16 million).

Figures in € millions

Net sales

Depreciation and amortization excluding restructuring-related
depreciation and amortization

Result of operating activities (EBIT)
excluding restructuring result

TOTAL ASSETS declined slightly as against March 31, 2018 to
€2,190 million as of September 30, 2018, essentially as a
result of the partial repayment of the corporate bond.

On the ASSETS SIDE, INVENTORIES increased to €727
million compared to March 31, 2018 (€ 622 million); this was
in line with expectations and serves to cover the higher
sales volumes and the ramp-up in the digital area that are

Q1toQ2 Q2

2017/2018 2018/2019 2017/2018 2018/2019
1,054 1,114 559 573
118 101 34 31
1,172 1,215 593 604

60 62 46 43

33 85 16 17

anticipated in the coming quarters. As anticipated, the ele-
vated level of trade receivables at the start of the financial
year as a result of the high sales volume in the final quar-
ter of 2017/2018 decreased after the first six months of the
2018/2019 financial year. NET WORKING CAPITAL rose
slightly to € 636 million between the end of the financial
year on March 31, 2018 and September 30, 2018.
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Our customers’ financing requirements were covered
largely externally in the reporting period, in some cases
with the active mediation of the Heidelberg Financial Ser-
vices segment; we therefore only provided customer
financing directly to a limited extent. RECEIVABLES FROM
SALES FINANCING declined to € 58 million as of Septem-
ber 30, 2018 on account of the repayments received and
refinancing on the part of customers.

Assets
Figures in € millions 31-Mar-2018 30-Sep-2018
Non-current assets 810 829
Inventories 622 727
Trade receivables 370 276
Receivables from
sales financing 66 58
Cash and cash equivalents 202 125
Other assets 186 175
2,256 2,190
Development of net working capital?
Figures in € millions
727 714 691 667 610 636
1,000
800

600
400
200

0

2013/14 2014/15 2015/16 2016/17 2017/18 2018/19

U The total of inventories and trade receivables less trade payables and
advance payments

Under EQUITY AND LIABILITIES, the Heidelberg Group’s
EQUITY climbed to €373 million as of September 30, 2018
compared to the end of the financial year on March 31,
2018, essentially on account of the higher interest rate for
German pensions. The equity ratio was thus around 17 per-
cent as of the end of the reporting period.

Pension provisions declined from € 523 million at the start
of the financial year to €490 million as of September 30,
2018 in line with the rise in the interest rate for German
pensions; PROVISIONS therefore fell to € 813 million in
total.

NET DEBT increased to € 320 million as of the end of the
first half of the year (March 31, 2018: € 236 million). LEVER-
AGE (the ratio of net debt to EBITDA excluding the restruc-
turing result for the last four quarters) was kept below the
target of 2. FINANCIAL LIABILITIES amounted to € 445 mil-
lion in the quarter under review, up slightly on the figure
as of March 31, 2018 (€ 438 million) as a result of financing
activities in connection with the relocation of our innova-
tion center.

Equity and liabilities

Figures in € millions 31-Mar-2018 30-Sep-2018
Equity 341 373
Provisions 878 813
of which: pension provisions 523 490
Financial liabilities 438 445
Trade payables 237 223
Other equity and liabilities 362 336
2,256 2,190
Overview of net assets
Figures in € millions 31-Mar-2018 30-Sep-2018
Total assets 2,256 2,190
Net working capital 610 636
in percent of sales 25.2 25.7
Equity 341 373
in percent of total
equity and liabilities 15,1 17,0
Net debt? 236 320

D Net working capital in relation to sales for the last four quarters
2 Net total of financial liabilities and cash and cash equivalents and current securities
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The three pillars of our financing portfolio — capital mar-
ket instruments (corporate bond and convertible bond), the
syndicated credit line plus other instruments and promo-
tional loans — are well balanced. Heidelberg currently has
total credit facilities of around € 730 million with balanced
diversification and a balanced maturity structure. Net debt
is financed by basic funding until 2023. The corporate bond
was reduced from € 205 million to around € 150 million as
a result of its partial repayment as of July 18, 2018.

We supplement our financing with operating leases
where economically appropriate. Other off-balance-sheet
financing instruments do not have any significant influ-
ence on the economic position of the Group. Heidelberg
still has stable liquidity. Our financial framework thus rep-
resents a solid foundation for the Company’s continued
strategic reorientation.

Statement of cash flows of the Heidelberg Group

CASH FLOW amounted to €27 million after the first six
months of the current financial year (previous year: € 35
million). A net cash outflow of € -75 million was reported
in OTHER OPERATING CHANGES in the first half of the year
after an outflow of € -30 million in the same period of the
previous year. The change essentially results from the
increase in net working capital and in inventories in partic-
ular. Various other operational changes essentially related
to payments for staff provisions and one-time increases in
lease payments for buildings.

CASH USED IN INVESTING ACTIVITIES was stable year-
on-year at € -38 million (previous year: € -37 million). This
related essentially to the construction of the new innova-
tion center at the Wiesloch-Walldorf production site and
the capitalization of development costs. Overall, FREE
CASH FLOW was negative after six months at € - 86 million
(previous year: € -32 million).

Figures in € millions Qlto Q2 Q2
2017/2018 2018/2019 2017/2018 2018/2019
Net result after taxes 0 -6 16 8
e e 3‘5 ...................... 27 .................... 321 ...................... 24
PR _30 .................... _75 ................... _37 .................... _40
e e 3‘3 .................... - 23 ................... § 1é .................... - 32
e e _‘1‘ ....................... 8 .................... : 4 ....................... 4
PR _62 .................... _60 ................... _22 .................... _12
PR § 35 .................... - 38 ................... § 16 .................... - 25
PR § 3é .................... - 86 ................... § 1é .................... _41
e e _30 ................... - 77 .................. _34 ................... _73
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Segment report

The segments were reorganized as of April 1, 2018 as part
of the digital transformation of the Company. The figures
for the 2017/2018 financial year were restated accordingly.

Sales in the HEIDELBERG DIGITAL TECHNOLOGY seg-
ment were up year-on-year at € 655 million after the first
half of the year (€ 601 million), largely as a result of contri-
butions from sheetfed business. The figure for the second
quarter of the 2018/2019 financial year once again
improved year-on-year, from € 329 million to € 341 million.
The result of operating activities before interest, taxes,

Heidelberg Digital Technology?

depreciation and amortization excluding restructuring
result (EBITDA excluding restructuring result) for the first
half of 2018/2019 was on a par with the comparable period
of the previous year at €6 million. EBITDA excluding
restructuring result amounted to € 8 million in the second
quarter of the current financial year after €15 million in
the same quarter of the previous year. This was caused by
higher development costs due to lower capitalization and
the product mix.

The Heidelberg Digital Technology segment had a total
of 7,239 employees as of September 30, 2018.

Figures in € millions

Incoming orders

D Until March 31, 2018: Heidelberg Digital Technology

QltoQ2 Q2

2017/2018 2018/2019 2017/2018 2018/2019
775 771 375 384

601 655 329 341

603 642 603 642

6 6 15 8

-18 -20 3 -4
7,243 7,239 7,243 7,239

2 Result of operating activities before interest and taxes and before depreciation and amortization, excluding restructuring result

3 At end of quarter (excluding trainees)

Sales in the HEIDELBERG LIFECYCLE SOLUTIONS segment
were stable year-on-year, both for the first half of the year
at €457 million (previous year: € 451 million) and for the
second quarter at € 231 million after € 230 million in the
previous year. The result of operating activities before
interest, taxes, depreciation and amortization excluding
restructuring result (EBITDA excluding restructuring

10

result) was €55 million in the first half of the year after
€53 million in the same period of the previous year. The
figure was € 34 million in the reporting quarter and there-
fore slightly higher than the prior-year quarter (€31 mil-
lion).

The Heidelberg Lifecycle Solutions segment had a total
of 4,245 employees as of September 30, 2018.
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Heidelberg Lifecycle Solutions?

Figures in € millions

Q1toQ2 Q2

Incoming orders

D Until March 31, 2018: Heidelberg Digital Business & Services

2017/2018

2018/2019

2017/2018

2018/2019

2 Result of operating activities before interest and taxes and before depreciation and amortization, excluding restructuring result

3 At end of quarter (excluding trainees)

Our strategy of primarily mediating customer financing to
our external partners is accompanied by a reduction in the
volume we finance directly. Receivables from sales financ-
ing declined by € 8 million as against the start of the finan-
cial year to €58 million as of September 30, 2018. The

Heidelberg Financial Services

decrease in the customer financing portfolio is reflected in
the HEIDELBERG FINANCIAL SERVICES segment’s break-
even EBITDA excluding restructuring result (€ 0 million) in
the second quarter. EBITDA excluding restructuring result
was € 1 million after the first six months.

Figures in € millions

Net sales

Q1toQ2 Q2
2017/2018 2018/2019 2017/2018 2018/2019
1
F 40

1 Result of operating activities before interest and taxes and before depreciation and amortization, excluding restructuring result

2 At end of quarter (excluding trainees)

Receivables from sales financing

Figures in € millions

91 82 65 58 66 58
200
100
[ :
FY FY FY FY FY Q2
2013/14 | 2014/15 | 2015/16 | 2016/17 | 2017/18 | 2018/19

11
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Report on the regions

At the end of the first half of the year, incoming orders in
the EMEA (Europe, Middle East and Africa) region were up
year-on-year at € 562 million (€ 522 million). They also
improved to €255 million in the second quarter of the
2018/2019 financial year after € 245 million in the same
quarter of the previous year. In particular, increases were
reported in Germany, Belgium and Switzerland. Sales were
stable year-on-year at €473 million after the first six
months (first half of previous year: € 476 million), and up
quarter-on-quarter at € 262 million for the second quarter
(€ 244 million). Driven by a government investment pro-
gram, there were significant increases in Italy, with sales
also up appreciably in Switzerland in the second quarter.

In the ASIA/PACIFIC region, incoming orders matched
the previous year’s level at € 344 million after the first half
of the year (€340 million), and the figures for the second
quarter alone were also similar to the same quarter of the
previous year at € 178 million (€ 180 million). In particular,
China saw significant increases in the second quarter.
Orders in Japan were stable at the level of the previous
quarters, although they were down on the previous year’s
quarter, which had been boosted by a major order. At
€326 million after two quarters, the region’s sales were
clearly higher than the prior-year figure of € 288 million,
with key contributions coming from China and Japan.
Sales were on a par with the previous year (€ 155 million) at
€154 million in the second quarter of the current financial
year.

Sales by region (Q1toQ2)

Incoming orders in the EASTERN EUROPE region outper-
formed the figure for the previous year (€130 million) at
€147 million for the first half of the year and, at €74 mil-
lion, were also slightly higher year-on-year in the second
quarter of 2018/2019 (€72 million). Poland and Austria
were the main countries contributing. Sales rose to
€108 million year-on-year in the first half of the year (pre-
vious year: €102 million) and € 59 million in the second
quarter of the financial year (previous year: € 56 million).

At €209 million, incoming orders in the NORTH AMER-
ICA region matched the previous year’s level after the first
half of the year (€ 208 million), but increased significantly
to €114 million for the second quarter of 2018/2019 after
€91 million in the same quarter of the previous year. In
particular, orders in the US picked up significantly in
the reporting quarter following a weaker first quarter.
Sales rose to €171 million in the first half of the year after
€163 million in the previous year, but were down slightly
in the second quarter of 2018/2019 at € 82 million (same
quarter of the previous year: € 87 million).

In the SOUTH AMERICA region, the recovery of the key
Brazilian market led to an increase in incoming orders and
sales in the first half of the year. Incoming orders rose to
€44 million in the first half of 2018/2019 from € 34 million
in the same period of the previous year and to € 20 million
in the current reporting quarter after € 17 million in the
second quarter of the previous year. The region’s sales
amounted to €36 million (previous year: € 25 million) in
the first half of the year and € 16 million (previous year:
€17 million) in the second quarter of 2018/2019.

Share of Heidelberg Group sales (in parentheses: previous year)

15% (15%)
North America

10% (10 %)
Eastern Europe

29% (27 %)
Asia/Pacific
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3% (2%)

South America

42% (45%)
Europe, Middle East
and Africa
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Incoming orders by region

Figures in € millions QltoQ2 Q2

2017/2018 2018/2019 2017/2018 2018/2019
EMEA 522 562 245 255
Asia/Pacific 340 344 180 178
Eastern Europe 130 147 72 74
North America 208 209 91 114
South America 34 44 17 20
Heidelberg Group 1,234 1,306 605 641

Sales by region

Figures in € millions Q1to Q2 Q2
2017/2018 2018/2019 2017/2018 2018/2019
476 473 244 262
OO PSP PR PPN 288 .................... 326 ................... 155 .................... 154
OO PSP PR PPN 102 .................... 108 .................... 5é ...................... 59
OO PSP PR PPN 163 .................... 171 .................... 8§ ...................... 32
i 2‘5 ...................... 36 .................... 1§ ...................... 16
Heidelberg Group 1,054 1,114 559 573
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Employees

There were 11,523 employees in the Heidelberg Group in
the second quarter of the 2018/2019 financial year (plus
372 trainees). The Group had 11,490 employees as of Sep-
tember 30, 2017 in the previous year.

Employees by region

Number of employees ! 31-Mar-2018 30-Sep-2018
EMEA 8,585 8,576
ASIa/PaCIﬁC ....................................... 1,677 ................... 11660
EastemEum p e ....................................... 491 ...................... 478
NorthAme”ca ........................................ 712 ...................... 708
SOUth Ame”ca ......................................... g‘é ...................... 101 .
Heidelberg Group 11,563 11,523

U Excluding trainees

14

Risk and opportunity report

As of September 30, 2018, there were no fundamental
changes in the assessment of the risks and opportunities of
the Heidelberg Group compared to the presentation in the
2017/2018 Annual Report. The economic risks resulting
from the dependency on central bank policy in the face of
the euro and national debt crises are still a factor. There is
also still uncertainty due to the political and economic
developments in Eastern Europe and the Middle East in
addition to Brexit. Our assessment of the risks and oppor-
tunities in China remains unchanged. There is still the risk
of the widening international trade conflict due to the pro-
tectionist measures by the US and the associated negative
effects on the global economy. Risks and opportunities still
arise from changes in the discount rates for pension obli-
gations with corresponding negative or positive effects on
equity. No risks that could jeopardize the Heidelberg
Group’s continued existence, either individually or
together with other risk factors, are discernible at present
or for the foreseeable future.
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Future prospects

The economic and political conditions on the markets rel-
evant to Heidelberg as presented in the 2017/2018 Annual
Report, and the expected development of the printing
industry, serve as premises for the forecast planning for
financial year 2018/2019. Digital transformation, the
expansion of technology leadership and greater value-
added in new high-tech applications and digital platforms
should contribute to sales growth of up to € 3 billion in the
medium term.

The subscription models covering the entire printing
press lifecycle, which were launched in 2017/2018, are
being met with strong customer demand. The first custom-
ers took advantage of this offer in financial year 2017/2018.
In financial year 2018/2019, the number of presses under
contract is set to rise to around 30, while the business vol-
ume resulting from this is expected to amount to around
€150 million over the full term of the contracts. The start
of series production of digital packaging and label printing
presses (Primefire and Labelfire) will increasingly have a
positive effect on Heidelberg’s sales performance. Positive
stimulus is also anticipated from additional sales of con-
sumables and from e-commerce, in addition to the ramp-
up of Digital Platforms.

Accordingly, the Company is forecasting moderate sales
growth for 2018/2019. The solid order backlog supports this
forecast. As expected, the first half of the year was
impacted by negative currency effects, first and foremost
on account of the US dollar/euro exchange rate and out of
Asia as well. As in previous years, Heidelberg is currently
intensively examining several options for external growth,
but the probability of such transactions cannot be reliably
quantified at this time. Heidelberg announced the planned
acquisition of the international MBO Group at the begin-
ning of October 2018. Subject to antitrust approval, the
takeover is expected to be completed by the end of 2018 or
the beginning of 2019. The moderate growth in sales, com-
bined with efficiency enhancement measures, including
initial savings from the recently initiated operational excel-
lence measures, should allow an EBITDA margin excluding

the restructuring result in the range of 7 to 7.5 percent in
the 2018/2019 financial year. The additional staff costs
resulting from the new collective bargaining agreement
have been taken into account as a burden.

Potential margin upside in both segments thanks to
ongoing strategic development

Looking at the segment results, it should be noted that
Heidelberg has been reorganizing its two segments from
April 1, 2018, a move which relates essentially to the reas-
signment of digital printing sales to the Heidelberg Digital
Technology (HDT) segment. Within HDT, the lower margin
for digital printing on account of ramping up activities will
be offset by an improved margin for sheetfed in 2018/2019,
stemming from the cost efficiency described above in addi-
tion to a better price level and product mix. Overall, an
EBITDA margin between 2 and 3 percent is therefore
expected in HDT. This is then set to rise to up to 8 percent
in the medium term, essentially as a result of rising sales
and improving margins for digital printing activities.

In the new financial year, the new Heidelberg Digital
Lifecycle Solutions segment (HDLS, previously Heidelberg
Digital Solutions) will benefit mainly from improvements
in procurement and additional sales in Consumables and
Digital Platforms. Accordingly, the segment is aiming for
an EBITDA margin of 12 to 13 percent, which is expected to
be maintained in the medium term as well.

Our consolidated sales will increasingly benefit from
the success of the subscription model in the coming years.
This will also contribute to more stable consolidated sales.
The Heidelberg Financial Services segment should continue
to make a positive contribution to EBITDA.

As a result of the forthcoming transformation activities
and the optimization of processes and structures in the
context of operational excellence, Heidelberg is assuming
restructuring expenses of around € 20 million in the cur-
rent financial year.

Interest expenses are to be reduced to around € 20 mil-
lion in the medium term as a result of the ongoing optimi-
zation of our credit facilities. However, the anticipated pos-
itive effects will initially be outweighed by the negative

15
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impact of the one-time costs of the partial repayment of
the 8 percent high-yield bond in 2018/2019. However, this
move will reduce interest expenses in subsequent years.

In the financial year 2018/2019, while we are also fore-
casting higher tax expenses at foreign Group subsidiaries,
we still expect a moderate increase in the net result after
taxes compared to the previous year (including a non-
recurring tax effect in 2017/2018), which is set to rise fur-
ther in subsequent years.

On the basis of the stable and long-term financial
framework, and sustainable profitability, leverage has
already been significantly reduced to below the current tar-
get of 2. We will therefore still have the financial flexibil-
ity moving ahead to invest in our digital portfolio, finance
acquisitions and continue Heidelberg’s strategic develop-
ment.

Medium-term targets confirmed:

Consolidated sales of € 3 billion and net result

after taxes in excess of €100 million

Heidelberg is standing by its medium-term goals of increas-
ing consolidated sales, including the above additional sales
potential of at least € 500 million, to around € 3 billion. At
the same time, operating EBITDA excluding restructuring
result is set to rise by approximately €100 million to
between € 250 million and €300 million. Combined with
further improvement in the financial result, profit after
taxes is then forecast to exceed €100 million.

Important note

This interim financial report contains forward-looking statements based on assumptions
and estimates by the management of Heidelberger Druckmaschinen Aktiengesellschaft.
Although the Management Board is of the opinion that these assumptions and estima-
tions are realistic, actual future developments and results may deviate substantially
from these forward-looking statements due to various factors. These factors could, for
instance, include changes in the overall economic situation, exchange rates and inter-
est rates, as well as changes within the print media industry. Heidelberger Druck-
maschinen Aktiengesellschaft provides no guarantee and assumes no liability for future
development and results deviating from the assumptions and estimates made in this
interim financial report. Heidelberg neither intends nor assumes any obligation to
update the assumptions and estimates made in this interim financial report to reflect
events or developments occurring after the publication of this interim report.
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Interim consolidated income statement - April 1, 2018 to September 30, 2018

Figures in € thousands Note 1-Apr-2017 1-Apr-2018

to to

30-Sep-2017 30-Sep-2018

Net sales 3 1,054,143 1,114,306
Changemmvemones ............................................................................................................................... 96659 ............. 83935
Otherownworkcamtahzw ....................................................................................................................... 21219 ............. 16983

Total operating performance 1,172,021 1,215,224
Otheroperatmgmcome 4 .............. 43422 ............. 38380
Costofmate”als ....................................................................................................................... 5 ............. 5 25802 ........ 554753
Staﬁcosts ............................................................................................................................................ 4 26535 ........... 4 45797

Deprec|at,onandamomzat,on .................................................................................................................... 33374 ............. 35025
Other Operatmgexpenses ........................................................................................................... 6 ............. 2 03343 ........... 195943 .

Result of operating activities? 26,289 22,081

Taxes on income 1,777 894
Net result after taxes 271 -6,369
Basic earnings per share according to IAS 33 (in € per share) 9 0.00 -0.02
Diluted earnings per share according to IAS 33 (in € per share) 9 0.00 -0.02

U Result of operating activities excluding restructuring result: € 27,344 thousand (April 1, 2016 to September 30, 2016: € 26,942 thousand)

Restructuring result (€ - 5,263 thousand; April 1, 2017 to September 30, 2017: € - 653 thousand) = restructuring income (€ 5,749 thousand; April 1, 2017 to September 30, 2017:
€1,282 thousand) less restructuring expenses (€11,012 thousand; April 1, 2017 to September 30, 2017: €1,935 thousand)
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Interim consolidated statement of comprehensive income - April 1, 2018 to September 30, 2018

Figures in € thousands 1-Apr-2017 1-Apr-2018
to to
30-Sep-2017 30-Sep-2018
Net result after taxes 271 -6,369
Other comprehensive income not reclassified
to the income statement
"""" Remeasurement of defined benefit pension plans and similar obligations 14236 35584
........ Defer,»edmcometaxes _699 _1331
13,537 33,703
other c 0 mprehenswemc o me Whmh may SUbseque nt[y ............................................................................................................... .
be reclassified to the income statement
............ 3;592
............... 551‘“
............ 2284
............. : ,205“
6,322
Total other comprehensive income 16453 40025
Total comprehensive income -16,182 33,656

19



Heidelberg Group

Interim consolidated income statement - July 1, 2018 to September 30, 2018

Figures in € thousands 1-Jul-2017 1-Jul-2018

to to

30-Sep-2017 30-Sep-2018

Net sales 559,267 572,913
Change mmventones ............................................................................................................................. 22609 ............. 21914 .
Otherownwork Caplta“ZEd ...................................................................................................................... 11222 ............... 9592

Total operating performance 593,098 604,419
Otheroperatmgmcome .......................................................................................................................... 13202 ............. 19479
Costof mate”als ................................................................................................................................ 259744 ........... 272854
Staﬁcosts ......................................................................................................................................... 203964 ........... 212389
Depremat,onand amort'zat'on ..................................................................................................................... 16823 ............. 17145
Otheroperatmgexpenses ...................................................................................................................... 101879 ........... 101535

Result of operatin

Financial income 1,141 1,036
Financial expenses 12,672 12,698
Financial result -11,531 -11,662
Net result before taxes 17,359 8,263
Taxes on income 1,355 -29
Net result after taxes 16,004 8,292
Basic earnings per share according to IAS 33 (in € per share) 0.06 0.03
Diluted earnings per share according to IAS 33 (in € per share) 0.06 0.03

U Result of operating activities excluding restructuring result: € 25,510 thousand (July 1, 2017 to September 30, 2017: € 29,550 thousand)

Restructuring result (€ - 5,585 thousand; July 1, 2017 to September 30, 2017: € - 660 thousand) = restructuring income (€ 3,040 thousand; July 1, 2017 to
September 30, 2017: €129 thousand) less restructuring expenses (€ 8,625 thousand; July 1, 2017 to September 30, 2017: € 789 thousand)
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Interim consolidated statement of comprehensive income - July 1, 2018 to September 30, 2018

Figures in € thousands 1-Jul-2017 1-Jul-2018
to to

30-Sep-2017 30-Sep-2018

Net result after taxes 16,004 8,292

Other comprehensive income not reclassified
to the income statement

"""" Remeasurement of defined benefit pension plans and similar obligations ~~~~~ -4837 34010
........ Deferredmcometaxes 285 _1337
-4,551 32,623
othe.— c 0 mprehenswemc o mewh.ch maysubsequent[y ...............................................................................................................
be reclassified to the income statement
............. . '534“
............... 125“
............. : .191‘“
............... _1(‘)“.
-706
Total other comprehensive income ~16548 . 31917
Total comprehensive income -540 40,209
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Interim consolidated statement of financial position as of September 30, 2018
Assets

Figures in €thousands Note 31-Mar-2018 30-Sep-2018

Non-current assets

13 201,607 124,896
1,316,419 1,245,442

Total assets 2,255,665 2,190,001
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Interim consolidated statement of financial position as of September 30, 2018
Equity and liabilities

Figures in €thousands Note 31-Mar-2018 30-Sep-2018

Other liabilities 18 320,811 294,626
809,004 734,744
Total equity and liabilities 2,255,665 2,190,001
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Statement of changes in consolidated equity as of September 30, 2018

Figures in €thousands Issued capital Capital reserves Retained earnings

658,676 29,411 -270,745
54522 .................... 1257 o
B e 3 6236
e 1 3537
Conesition adiuetments/other chanees e 1147
September 30, 2017 713,198 30,668 -219,825
April 1, 2018 713,198 30,668 -265,470
Changes in accounting and valuation methods? - - - 2,339
Apnll’ 2 018_ . ad]usted L 713198 .............. 3 0'668 ............. . 257809
Proﬁtcarryforward R~~~ 1 3555
Tota[comprehens,\,emcome e R 3 3703
Consohdatwnadjustments/otherchanges e 206
September 30, 2018 713,198 30,668 -220,335

1 For further details please refer to note 14
2 First-time adoption of IFRS 9 and IFRS 15; previous year’s figures have not been restated (see note 1)
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Other retained earnings Total other Total capital Net result Total
retained earnings reserves, retained after taxes
earnings and other
retained earnings
Currency Fair value of other Fair value of
translation financial assets cash flow hedges
-112,289 1,101 -2,303 -113,491 -354,825 36,236 340,087
e S 1’257 B 55,779
L 3 6’236 ................ _36,236 ......................... 0
SRR _30,854 ....................... 291 ....................... 573 ................ _29’990 ................ _16’453 ....................... 271 ................ _16,182
s 1’147 s 1,147
-143,143 1,392 -1,730 -143,481 -332,638 271 380,831
-148,633 -463 -1,952 -151,047 -385,849 13,565 340,914
- 341 - 341 -1,998 - -1,998
[T § 148,633 _122 ............. _1'952 ............. : 150’706 ............. § 387,847 .............. 1 3’565 ............. 338’916
e 1 3'565 ............. _13,565 .................... 0
[ERRRRRRR 3692 ................... 487 ................ 2'143 ................ 6 y322 ............. 40Y025 ............. _6,369 33YS56
P 206 s 206
-144,941 365 191 -144,384 -334,051 -6,369 372,778

25



Heidelberg Group

Interim consolidated statement of cash flows - April 1, 2018 to September 30, 2018

Figures in €thousands 1-Apr-2017 1-Apr-2018
to to
30-Sep-2017 30-Sep-2018
Net result after taxes 271 -6,369
....................................................... 35020
............................................................. 3,'259
Roonlt rom diomoeats T _,,194 IR : 352“.
Cash flow 35,040 26,857
Change mmventones _104624 ...... _102993
Change msa[esﬁnancmg _1336 ............ %591
Change mtraderecewab[es/payab[es .................................................................................................. 95740 .......... ééy367
Change motherprowsmns _32331 _34096
Change in other items of the statement of financial positon 12433 -28312
Other operating changes -30,118 -75,448
Cash generated by/used in operating activities 4,922 -48,591
............................................................. %,296
_14015 .............. i
................................................................. 523 S
I 22674 .......... .1.6Y084H.
Cash used in investing activities -36,922 -37,683
Change ,nﬁnanc|a[[|ab,[,t,es _5'793 ............ 9564
cashusedm/generatedbyﬁnancmgactw,t,es _5,793 ............ 5'3"554‘“
Net change in cash and cash equivalents -37,793 -76,710
Cash and cash equivalents at the beginning of the reporting period 217,660 201,607
Changesmthescopeofcons()“datlon .................................................................................................... 1399 TR 926“.
Currencyadjustments _5752 ............. : 927“.
NetChangemcaShandcaSh equwa[ents _37793 _75710
Cash and cash equivalents at the end of the reporting period 175,514 124,896
-48,591
Gahlisedinlintestingactivicsn ““—36,922 “.—33,683‘“
Free cash flow -32,000 -86,274

D Relates to intangible assets, property, plant and equipment, investment property and financial assets
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Notes
Accounting policies

The interim consolidated financial statements as of Sep-
tember 30, 2018 are consistent with and were prepared in
line with the regulations of IAS 34 (Interim Financial
Reporting). They should be read in conjunction with the
consolidated financial statements as of March 31, 2018,
which were prepared in line with the International Finan-
cial Reporting Standards (IFRS) as endorsed in the EU.

The interim consolidated financial statements were
generally prepared using the same accounting policies as
the consolidated financial statements for the 2017/2018
financial year. In accordance with the regulations of IAS 34,
a condensed scope of reporting was chosen as against the
consolidated financial statements as of March 31, 2018. All
amounts are generally stated in € thousands.

The International Accounting Standards Board (IASB)
and the IFRS Interpretations Committee (IFRSIC) have
approved the following new standards and changes to
existing standards, which are to be applied for the first
time in financial year 2017/2018.

As a result of the mandatory introduction of IFRS 9: Finan-
cial Instruments, new provisions apply to the classification
and measurement of financial assets, there is a new impair-
ment model for financial assets and revised regulations for
hedge accounting in particular. The new classification
requirements result in the recognition of financial assets
predominantly in the “at amortized cost” category at
Heidelberg. On the basis of the new impairment model
(expected loss model), expected losses from financial assets
are expensed earlier than before. Furthermore, the notes to
the consolidated financial statements as of March 31, 2019
will contain extensive new disclosures, including in partic-
ular on expected credit losses and hedge accounting. Hei-
delberg applies the modified retrospective method as a
transitional method for first-time adoption. Accordingly,
the previous year’s figures will not be adjusted; the effects
of first-time adoption were recognized cumulatively in
retained earnings as of April 1, 2018.

As of April 1, 2018, the new classification and measure-
ment provisions resulted in the transition of a financial
asset from the IAS 39 category “Financial assets available

Standards Publication Date of Published in Official Effects
by the adoption? Journal of the EU
IASB/IFRSIC
Amendments to standards
Amendments to IAS 40: Transfers of Investment Property 8-Dec-2016 1-Jan-2018 15-Mar-2018 None
Amendments to IFRS 2: Classification and Measurement 20-Jun-2016 1-Jan-2018 27-Feb-2018 None
of Share-based Payment Transactions
Amendments to IFRS 4: Applying IFRS 9 »Financial 12-Sep-2016 1-Jan-2018 9-Nov-2017 None
Instruments« with IFRS 4 >Insurance Contracts«
8-Dec-2016 1-Jan-2017 8-Feb-2018 No material effects
and
1-Jan-2018
24-Jul-2014 1-Jan-2018 29-Nov-2016 Please refer to remarks
above this table and on
page 28
28-May-2014, 1-Jan-2018 29-0ct-2016 Please refer to remarks
11-Sep-2015 below this table
and 12-Apr-
2016
8-Dec-2016 1-Jan-2018 3-Apr-2018 None

1 For financial years beginning on or after this date
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for sale” to the IFRS9 category “financial assets at fair
value through profit or loss” in the amount of € 20,644
thousand and an increase in the carrying amount of other
receivables and other assets of €1,444 thousand. The appli-
cation of the simplified approach to the determination of
impairment losses reduced the carrying amount of trade
receivables by €3,474 thousand and that of receivables

from sales financing by € 593 thousand and increased the
carrying amount of deferred tax assets by € 625 thousand.
There are no transition effects with regard to hedge
accounting.

The reconciliation of the closing balance of impairment
losses in accordance with IAS 39 to the opening balance of
impairment losses in accordance with IFRS 9 is as follows:

impairment losses
in accordance with I1AS 39
as of March 31, 2018

Cumulative

impairment losses

in accordance with IFRS 9
as of April 1, 2018

Cumulative Change in
impairment losses
as a result of the first-time

adoption of IFRS 9

Trade receivables 14,049 3,474 17,523
Receivables from sales financing 6,698 593 7,291
20,747 4,067 24,814

As a result of the mandatory introduction of IFRS 15: “Rev-
enue from Contracts with Customers”, deferred revenue
from contracts with customers, which essentially relates to
advance payments for future maintenance and services and
was previously recognized as prepaid expenses, is reported
separately as contract liabilities under other liabilities. Fur-
thermore, the notes to the consolidated financial state-
ments as of March 31, 2019 will contain additional qualita-
tive and quantitative disclosures, such as the cumulative
amount of the performance obligations of all relevant con-
tracts with customers not yet fulfilled at the end of the
reporting period. Overall, however, the first-time adoption
of IFRS 15 will not have any material impact on the finan-
cial position or financial performance of the Heidelberg
Group. Heidelberg applies the modified retrospective
method as a transitional method for the first-time adoption
of IFRS 15; the comparative figures for prior-year periods
were therefore not restated. The introduction of the new
standard also did not result in any adjustment to retained
earnings.

Traditionally, Heidelberg generates more sales in the
second half of the financial year than in the first. Income
that is generated due to seasonal reasons, economic rea-
sons, or only occasionally within the financial year is not
brought forward or deferred in the interim consolidated
financial statements. Expenses that are incurred irregu-
larly during the financial year are deferred in cases in
which they would also be deferred at the end of the finan-
cial year.
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This interim financial report has neither been audited in
accordance with Section 317 of the German Commercial
Code (HGB) nor reviewed by the auditors.

B3 Scope of consolidation

The interim consolidated financial statements of Heidel-
berger Druckmaschinen Aktiengesellschaft include a total
of 73 (March 31, 2018: 72) domestic and foreign companies
in which Heidelberger Druckmaschinen Aktiengesellschaft
has a controlling influence as defined by IFRS 10. Of these,
62 (March 31, 2018: 61) are located outside Germany. Subsid-
iaries that are of minor importance are not included.

[EJ Net sales

Net sales of € 1,114,306 thousand (April 1, 2017 to September
30, 2017: € 1,054,143 thousand) comprise net sales from con-
tracts with customers of € 1,109,226 thousand (April 1, 2017
to September 30, 2017: € 1,049,406 thousand) and other net
sales of €5,080 thousand (April 1, 2017 to September 30,
2017: € 4,737 thousand).

The breakdown of sales by segment and by region is
shown in note 21.
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I3 Other operating income

Il Other operating expenses

1-Apr-2017 1-Apr-2018
to to
30-Sep-2017 30-Sep-2018
Reversal of other
provisions/deferred liabilities 9,969 15,646
Hedging/exchange rate gains 10,781 4,348
Income from operating facilities 4,815 3,008
Recoveries on loans and other assets
previously written down 1,635 2,316
Income from disposals of intangible
assets, property, plant and equipment
and investment property 346 729
Other income 15,876 12,333
43,422 38,380

The items “Reversal of other provisions/deferred liabilities”
and “Other income” also include restructuring income
totaling € 3,184 thousand (April 1, 2017 to September 30,
2017: €1,282 thousand) and/or € 2,565 thousand (April 1,
2017 to September 30, 2017: € 0 thousand).

Income from hedging/exchange rate gains is offset by
expenses for hedging/exchange rate losses reported under
other operating expenses (see note 6).

Bl Cost of materials

The cost of materials includes the pro rata interest expense
in connection with the Heidelberg Financial Services seg-
ment of €546 thousand (April 1, 2017 to September 30,
2017: € 467 thousand); interest income from sales financing
of €2,159 thousand (April 1, 2017 to September 30, 2017:
€2,064 thousand) is reported in sales.

1-Apr-2017 1-Apr-2018
to to
30-Sep-2017 30-Sep-2018
Other deliveries and services not
included in the cost of materials 65,146 68,282

Special direct sales expenses
including freight charges

Bad debt allowances and impairment

on other assets 4,724 4,565
Costs of car fleet (excluding leases) 2,913 3,035
Additions to provisions and accruals
relating to several types of expense 1,212 2,701
Oth er Overheads ..................................... 36468 ....... 32543

203,343 195,948

The item “Other deliveries and services not included in the
cost of materials” also includes restructuring expenses
totaling € 314 thousand (April 1, 2017 to September 30, 2017:
€0 thousand).

The expenses for hedging/exchange rate losses are off-
set by income from hedging/exchange rate gains reported
under other operating income (see note 4).

Financial income

1-Apr-2017 1-Apr-2018

to to

30-Sep-2017  30-Sep-2018

Interest and similar income 1,628 2,756
Income from financial assets/loans/

securities 302 505

Financial income 1,930 3,261
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B} Financial expenses

1-Apr-2017 1-Apr-2018

to to

30-Sep-2017 30-Sep-2018

Interest and similar expenses 25,080 29,298
Expenses for financial assets/loans/

securities 1,091 1,519

Financial expenses 26,171 30,817

[El Earnings per share

Earnings per share are calculated by dividing the net result
after taxes attributable to shareholders by the weighted
number of shares outstanding in the period. The weighted
number of shares outstanding in the period under review
was 278,592,557 (April 1, 2017 to September 30, 2017:
268,292,851). The weighted number of shares outstanding
was influenced by the holdings of treasury shares. As of
September 30, 2018, the Company held 142,919 (March 31,
2018: 142,919) treasury shares.

The calculation of diluted earnings per share assumes
conversion of outstanding debt securities (convertible
bond) to shares. Due to the fact that the net result for the
period is concurrently adjusted for the interest expense
recognized for the convertible bond in the financial result,
taking into account the respective number of shares from
the convertible bonds issued on March 30, 2015 did not
have a dilutive effect on earnings per share during the
period from April 1, 2018 to September 30, 2018. In the
future, this instrument may have a fully dilutive effect.

Intangible assets, property,
plant and equipment

In the period from April 1, 2018 to September 30, 2018,
there were additions to intangible assets of €19,682 thou-
sand (April 1, 2017 to September 30, 2017: € 17,558 thousand)
and to property, plant and equipment of € 43,128 thousand
(April 1, 2017 to September 30, 2017: € 57,624 thousand). In
the same period, the carrying amount of disposals from
intangible assets was € 45 thousand (April 1, 2017 to Sep-
tember 30, 2017: € 45 thousand) and € 6,888 thousand
(April 1, 2017 to September 30, 2017: € 2,491 thousand) for
property, plant and equipment.
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Inventories

Inventories include raw materials and supplies totaling
€118,217 thousand (March 31, 2018: €108,276 thousand),
work and services in progress amounting to € 337,557 thou-
sand (March 31, 2018: € 285,471 thousand), finished goods
and goods for resale of € 267,357 thousand (March 31, 2018:
€ 225,552 thousand), and advance payments of € 3,537 thou-
sand (March 31, 2017: € 3,135 thousand).

Other receivables and other assets

The Other receivables and other assets item includes,
among others, receivables from derivative financial instru-
ments of €4,293 thousand (March 31, 2018: € 2,885 thou-
sand) and prepaid expenses of € 21,827 thousand (March 31,
2018: €12,335 thousand).

Cash and cash equivalents

Restrictions on disposal of cash and cash equivalents due to
foreign exchange restrictions amount to € 45,467 thousand
(March 31, 2018: €32,810 thousand).

Equity

The same as at March 31, 2018, the Company still held
142,919 treasury shares on September 30, 2018. The repur-
chased shares can only be utilized to reduce the capital of
Heidelberger Druckmaschinen Aktiengesellschaft or for
employee share participation programs and other forms of
share distribution to the employees of the Company or a
subsidiary or to individuals who are or were employed by
Heidelberger Druckmaschinen Aktiengesellschaft or one of
its associates.

Please see note 25 in the notes to the consolidated
financial statements as of March 31, 2018 for information
on the contingent capital and the authorized capital as of
March 31, 2018. No significant resolutions resulting in
changes of the contingent and the authorized capital were
passed at the Annual General Meeting of July 25, 2018.
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Provisions for pensions and
similar obligations

A discount rate of 2.30 percent (March 31, 2018: 2.10 per-
cent) was applied as of September 30, 2018 as an assump-
tion for the calculation of the actuarial gains and losses of
German companies.

Assuming a domestic discount rate of 2.10 percent, the
present value of the pension entitlements of the employ-
ees would have increased by € 28,835 thousand.

If the 2018G mortality tables of Prof. Dr. Heubeck had
been used for the actuarial calculations in Germany, the
present value of the pension entitlements of the employees
would have increased by € 5,310 thousand.

Financial liabilities

Other provisions

Other provisions relate to tax provisions of €56,968 thou-
sand (March 31, 2018: € 58,972 thousand) and other provi-
sions of € 266,294 thousand (March 31, 2018: € 295,160 thou-
sand). Other provisions include staff obligations of € 68,931
thousand (March 31, 2018: € 83,997 thousand), sales obliga-
tions of € 68,409 thousand (March 31, 2018: €71,109 thou-
sand) and miscellaneous other provisions of € 128,954 thou-
sand (March 31, 2018: € 140,054 thousand). The latter also
include, among others, provisions in connection with our
portfolio and capacity adjustments and measures to opti-
mize our management and organizational structure.

31-Mar-2018 30-Sep-2018

Current Non-current Total Current Non-current Total

Amounts due to banks 22,563 147,328 169,891 23,581 207,516 231,097
Corporate bonds 6,208 198,112 204,320 4,533 145,244 149,777
Convertible bonds 786 55,104 55,890 778 55,932 56,710
From finance leases 2,203 2,445 4,648 2,235 1,693 3,928
Other 3,271 = 3,271 3,596 - 3,596
35,031 402,989 438,020 34,723 410,385 445,108

In connection with the sale of the research and develop-
ment center in Heidelberg in the first quarter of financial
year 2018/2019, a loan of around € 32.5 million was taken
over, which will be amortized over the term until March
2022.

In July 2018, around € 55 million of the initial € 205 mil-
lion corporate bond with a term until 2022 was redeemed
from cash.

With regard to our financing, please refer to note 28 in
the notes to the consolidated financial statements as of
March 31, 2018.

Other liabilities

Other liabilities include advance payments on orders
of €143,439 thousand (March 31, 2018: € 144,725 thousand),
liabilities from derivative financial instruments of € 7,382
thousand (March 31, 2018: € 3,465 thousand), contractual
obligations of € 56,080 thousand (March 31, 2018: € 59,027
thousand) and deferred income of €4,586 thousand
(March 31, 2018: €4,422 thousand).
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Additional information on financial instruments

Financial assets and financial liabilities are allocated to the
three levels of the fair value hierarchy as set out in IFRS 13
depending on the availability of observable market data.
The individual levels are defined as follows:

LEVEL 1: Financial instruments traded on active markets
whose quoted prices can be used to measure fair
value without adjustment.

LEVEL 2: Measurement on the basis of measurement pro-
cedures whose inputs are derived from observ-
able market data, either directly or indirectly.

LEVEL 3: Measurement on the basis of measurement pro-
cedures whose inputs are not derived from
observable market data.

The Heidelberg Group is exposed to market price risks in
the form of interest rate and exchange rate fluctuations. In
general, derivative financial instruments are used to limit
these risks. Their fair values correspond to changes in value
arising from a notional revaluation taking into account
the market parameters applicable at the end of the report-
ing period. The fair values are calculated using standard-
ized measurement procedures (discounted cash flow and
option pricing models). This corresponds to LEVEL 2 of the
fair value hierarchy set out in IFRS 13, as only input data
observable on the market, such as exchange rates, exchange
rate volatilities and interest rates, is used.

Securities are classified as financial assets available for
sale. In line with IAS 39, these financial instruments are
also carried at fair value. The underlying quoted prices for
the measurement of the vast majority of securities corre-

spond to LEVEL 1 of the fair value hierarchy set out in
IFRS 13, as only quoted prices observed on active markets
are used in measurement. If the fair value of securities can-
not be reliably determined, they are carried at cost.

The loans allocated to LEVEL 3 of the measurement
hierarchy, reported under Other receivables and other
assets, relate to a fixed-income cash investment classified
as a financial asset measured at fair value through profit or
loss that was made by Heidelberger Druckmaschinen
Aktiengesellschaft in August 2016. The fair value is calcu-
lated using a standardized valuation method (discounted
cash flow method). One of the key input parameters for cal-
culating the fair value is the discount rate, which amounted
to 14.1 percent as of September 30, 2018. If this had been 0.5
percentage points higher (lower), the fair value would have
been €76 thousand lower (€ 77 thousand higher) provided
all other assumptions were unchanged.

The table below provides an overview of financial assets
and financial liabilities measured at fair value in accor-
dance with the IFRS 13 fair value hierarchy.

The fair value of receivables from sales financing essen-
tially corresponds to the reported carrying amount. This
fair value is based upon expected cash flows and interest
rates with matching maturities taking into account the cus-
tomer-specific credit rating.

The carrying amount of trade receivables, other finan-
cial receivables reported in other receivables and other
assets, and cash and cash equivalents is generally assumed
as an appropriate estimate of the fair value.

The fair value of the 2015 corporate bond — which is
reported under financial liabilities - as calculated on the
basis of the quoted price is € 156,928 thousand (March 31,
2018: €214,503 thousand), compared to the carrying

31-Mar-2018 30-Sep-2018
Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
Securities 3,412 - - 3,412 2,675 - - 2,675
Loans - - 20,644 20,644 - - 11,216 11,216
Derivative financial assets - 2,885 - 2,885 - 4,293 - 4,293
Financial assets measured
at fair value 3,412 2,885 20,644 26,941 2,675 4,293 11,216 18,184
Derivative financial liabilities - 3,465 - 3,465 - 7,382 - 7,382
Financial liabilities measured
at fair value - 3,465 - 3,465 - 7,382 - 7,382
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amount of €149,777 thousand (March 31, 2018: € 204,320
thousand). The fair value of the 2015 convertible bond
determined on the basis of the stock exchange listing,
which is also reported under financial liabilities, amounts
to € 63,071 thousand (March 31, 2018: € 69,833 thousand),
compared to the carrying amount of €56,710 thousand
(March 31, 2018: €55,890 thousand). The fair value of the
corporate bonds and the convertible bonds corresponds to
the first level in the fair value hierarchy according to
IFRS 13.

The fair value of the amortizing loan funded by the
KfW issued in April 2014 is € 2,133 thousand (March 31,
2018: € 4,264 thousand) compared to the carrying amount
of €2,105 thousand (March 31, 2018: € 4,211 thousand).

The fair value of the other amortizing loan funded by
the KfW issued in December 2015 is € 2,268 thousand
(March 31, 2018: € 2,769 thousand) compared to the carrying
amount of € 2,250 thousand (March 31, 2018: € 2,750 thou-
sand).

The fair value of the development loan agreed with the
European Investment Bank in March 2016 is € 92,201 thou-
sand (March 31, 2018: € 90,388 thousand) compared to the
carrying amount of €101,173 thousand (March 31, 2018:
€100,739 thousand).

The fair value of the promotional loan for the financ-
ing of our investments to relocate our research and devel-
opment activities to our Wiesloch production site, agreed
upon with a syndicate of banks with refinancing by KfW
(Energy Efficiency Program - “Energy-efficient Construc-
tion and Refurbishment”), is €39,722 thousand (March 31,
2018: € 24,658 thousand), compared to the carrying amount
of €42,100 thousand (March 31, 2018: € 25,798 thousand).

The fair value of the loan taken up in May 2017 is
€ 21,191 thousand (March 31, 2018: € 22,242 thousand), com-
pared to the carrying amount of € 23,345 thousand (March
31, 2018: € 24,637 thousand).

The fair value of the loan taken over in connection with
the sale of the research and development center in Heidel-
berg in the first quarter of financial year 2018/2019 is
€ 27,262 thousand, compared to the carrying amount of
€27,852 thousand.

The fair value of each of these six financial liabilities
reported under financial liabilities was calculated on the
basis of the discounted cash flow method using market
interest rates and corresponds to the second level in the
fair value hierarchy according to IFRS 13.

The carrying amount of other financial liabilities, trade
payables and other liabilities is generally assumed as an
appropriate estimate of the fair value.

The carrying amount of the financial asset allocated to
LEVEL 3 of the measurement hierarchy in accordance with
IFRS 13 as of September 30, 2018 (€11,216 thousand) is
reconciled as follows:

Carrying amount as of April 1, 2018 (€ 20,644 thousand),
disposal (€ 10,084 thousand), other changes recognized in
profit or loss (€ 657 thousand).

B Contingent liabilities and
other financial liabilities

As of September 30, 2018, the contingent liabilities for war-
ranties and guarantees amounted to € 11,887 thousand
(March 31, 2018: € 6,726 thousand).

Other financial liabilities amounted to € 114,197 thou-
sand as of September 30, 2018 (March 31, 2018: € 142,337
thousand). Of this amount, € 75,972 thousand (March 31,
2018: € 96,854 thousand) related to lease and rental obli-
gations and € 38,225 thousand (March 31, 2018: €45,483
thousand) related to investments and other purchase
commitments.

Group segment reporting

Segment reporting is based on the management approach.

As part of the digital transformation process, the Com-
pany’s segments were reorganized as of April 1, 2018. The
previous Heidelberg Digital Technology and Heidelberg
Digital Business and Services segments were restructured;
the Heidelberg Financial Services segment remains
unchanged. Since then, the Heidelberg Group consists of
the business segments Heidelberg Digital Technology,
Heidelberg Lifecycle Solutions and Heidelberg Financial
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Services. Heidelberg Digital Technology comprises the  prise sales financing business. The figures of the previous
sheetfed offset, the label printing, the postpress and the year were adjusted accordingly. Further information on the
digital printing business. The Lifecycle business (services,  business activities, products and services of the individual
consumables), Software Solutions and Heidelberg Plat- segments can be found in the “Strategy” section of the
forms (offerings outside the print media industry) are bun- ~ Group management report as of March 31, 2018.

dled in the Heidelberg Lifecycle Solutions segment. The

Heidelberg Financial Services segment continues to com-  Segment information April 1, 2018 to September 30, 2018:

Heidelberg Digital Heidelberg Lifecycle Heidelberg Financial Services Heidelberg Group
Technology Solutions ?

1-Apr-2017  1-Apr-2018 1-Apr-2017  1-Apr-2018 1-Apr-2017  1-Apr-2018 1-Apr-2017  1-Apr-2018
to to to to to to to to
30-Sep-20172 30-Sep-2018  30-Sep-2017? 30-Sep-2018  30-Sep-2017  30-Sep-2018  30-Sep-2017  30-Sep-2018

External sales 600,885 655,005 451,006 457,142 2,252 2,159 1,054,143 1,114,306

EBITDA excluding
restructuring result?
(segment result) 6,119 5,520 52,821 54,894 949 1,294 59,889 61,708

EBIT excluding
restructuring result -18,056 -20,012 44,444 46,375 554 981 26,942 27,344

D Until March 31, 2018: Heidelberg Digital Business and Services
2 Figures for the previous year were adjusted
3 Result of operating activities before interest, taxes, depreciation and amortization, excluding restructuring result

External sales relate to the segments and regions as follows:

Heidelberg Digital Heidelberg Lifecycle Heidelberg Financial Services Heidelberg Group
Technology Solutions V

1-Apr-2017 1-Apr-2018 1-Apr-2017 1-Apr-2018 1-Apr-2017 1-Apr-2018 1-Apr-2017 1-Apr-2018
to to to to to to to to
30-Sep-2017  30-Sep-2018 30-Sep-2017  30-Sep-2018 30-Sep-2017  30-Sep-2018 30-Sep-2017  30-Sep-2018

Europe, Middle East
and Africa

Germany 118,635 107,697 56,551 60,274 1,411 1,224 176,597 169,195
..... OtherEuropeM,dd[e A ... N [ N . [ T
East and Africa region 161,738 161,738 137,225 141,502 86 127 299,049 303,367
280,373 269,435 193,776 201,776 1,497 1,351 475,646 472,562
As|a/Pac|f|c ................................................................................................................. -
..... Chma e 110136 152650 24471 ..,,,,24Y804‘. 0 13 134507 ..,,,,177,472
""" Other Asia/Pacific region 77570 75546 75209 72204 716 750 153495 148500
187,706 228,196 99,680 97,008 716 768 288,102 325,972
Eastern Europe 51505 58889 50300 49713 6 26 101821 108628
N orth . Amema .............................................................................................................. -
..... USA R 52377 ..,,,,62597“ 58056 ..,,,,69’601‘. 3 5. 120441 132203
..... OtherNorthAmenca AT ... .. [ ... .. [ ................... [PSSCSCAS ..... -
region 16,616 13,788 25,996 25,228 0 0 42,612 39,016
68,993 76,385 94,052 94,829 8 5 163,053 171,219
somhAme"ca ...................... 12303 ,,,,,,,, saroe” 13193 ,,,,,,,, rrene 15 ................. 9 ........ 25521 ,,,,,,,, 35,925‘.
.............................. 600,885 655,005 451,006 457,142 2,252 2,159 1,054,143 1,114,306

U Until March 31, 2018: Heidelberg Digital Business and Services
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The segment result is reconciled to the net result before
taxes as follows:

1-Apr-2017 1-Apr-2018
to to
30-Sep-2017 30-Sep-2018
EBITDA excluding
restructuring result
(segment result) 59,889 61,708
Depreciation and amortization
excluding restructuring-related
depreciation and amortization 32,947 34,364
EBIT excluding
restructuring result 26,942 27,344
Restructuring result -653 -5,263
Result of operating
activities 26,289 22,081
Financial income 1,930 3,261
Financial expenses 26,171 30,817
Financial result -24,241 -27,556
Net result before taxes 2,048 -5,475

PA Supervisory Board/Management Board

The composition of the Supervisory Board and the Manage-
ment Board as at March 31, 2018 is presented on pages 148
to 150 of the consolidated financial statements as per
March 31, 2017.

The following changes in the Supervisory Board and in
the Management Board took place in the first six months
of financial year 2018/2019:

The term in office of three Supervisory Board members
elected by the shareholders, Dr. Siegfried Jaschinski,
Dr.Herbert Meyer and Prof. Dr.-Ing. Glinter Schuh, ended
at the close of the Annual General Meeting on July 25, 2018.

On July 25, 2018, with effect from the end of the Annual
General Meeting on July 25, 2018, the Annual General Meet-
ing reelected Dr. Siegfried Jaschinski and Prof. Dr.-Ing.
Glinter Schuh to the Supervisory Board as shareholder rep-
resentatives. As a new shareholder representative to the
Supervisory Board, the Annual General Meeting elected
Ferdinand Riesch, St. Gallen, Switzerland. The term in
office of the three aforementioned Supervisory Board
members will end at the end of the Annual General Meet-
ing that resolves discharges for the 2022/2023 financial
year.

Related party transactions

As described in note 40 of the notes to the consolidated
financial statements as of March 31, 2018, business relation-
ships exist between numerous companies and Heidelberger
Druckmaschinen Aktiengesellschaft and its subsidiaries
in the course of ordinary business. This also includes a
joint venture, which is regarded as a related company of
the Heidelberg Group.

In the reporting period, transactions were performed
with related parties that resulted in liabilities of €3,721
thousand (March 31, 2018: € 3,436 thousand), receivables
of €3,459 thousand (March 31, 2018: € 4,397 thousand),
expenses of €1,284 thousand (April 1, 2017 to September 30,
2017: € 2,120 thousand) and income of € 2,026 thousand
(April 1, 2017 to September 30, 2017: €1,395 thousand),
which essentially comprises sales. All transactions were
again conducted as at arm’s length and did not differ from
relationships with other companies.

Members of the Supervisory Board, who are also
employed by a company of the Heidelberg Group, have
received a customary remuneration from Heidelberger
Druckmaschinen Aktiengesellschaft and a fully consoli-
dated company in line with consulting and employment
contracts in the reporting period.

B Significant events after the end
of the reporting period

At the beginning of October 2018, Heidelberg announced
the planned takeover of the international MBO Group with
a total of approximately 450 staff, and locations, among
others, in Oppenweiler and Bielefeld, Germany, and a pro-
duction site in Perifita, Portugal. With this takeover, Hei-
delberg intends to further expand its offerings in the grow-
ing market of postpress operations for digitally printed
products. The move will also see the Company gain access
to new customers in the pharmaceutical industry and add
mailing system offerings to its offset portfolio. Subject to
antitrust approval, the takeover is expected to be com-
pleted by the end of 2018 or the beginning of 2019.

Heidelberg, November 8, 2018

HEIDELBERGER DRUCKMASCHINEN
AKTIENGESELLSCHAFT
The Management Board
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To the best of our knowledge, and in accordance with the
applicable reporting principles for interim reporting, the
consolidated interim financial statements give a true and
fair view of the net assets, financial position and results of
operations of the Group, and the interim Group manage-
ment report includes a fair review of the development and
performance of the business and the position of the Group,
together with a description of the principal opportunities
and risks associated with the expected development of the
Group over the remaining months of the current financial
year.

Heidelberg, November 8, 2018

HEIDELBERGER DRUCKMASCHINEN
AKTIENGESELLSCHAFT
The Management Board

O-(0__l— b ws

Rainer Hundsdorfer Dirk Kaliebe
Prof. Dr. Ulrich Hermann Stephan Plenz
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February 7, 2019 -1 Publication of Third Quarter Figures 2018/2019
June 6, 2019 -1 Press Conference, Annual Analysts’ and Investors’ Conference
July 25, 2019 =1 Annual General Meeting

Subject to change
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