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Press release

Annual press conference

Freudenberg continues to grow sustainably

through ground-breaking innovations and future-oriented
portfolio management

Weinheim, April 17, 2018. The worldwide technology group
Freudenberg has continued its good business development
despite challenging economic conditions. In 2017, Freuden-
berg boosted sales to €9,345.6 million (previous year:
€7,900.1 million) on the basis of IFRS (with consolidation of
joint ventures at equity), representing a rise of €1,445.5 mil-
lion or 18.3 percent over the previous year. Adjusted for the
effects of acquisitions and disinvestments (€1,283.1 million)
and exchange rate effects (€-159.7 million), sales grew by
about 4 percent or €322.1 million compared with the previous
year. The main acquisition effect was the result of the full ac-
quisition of the Vibracoustic Group in 2016.

The future-oriented nature of the Group is evident from the
fact that about one third of sales is earned with products in-
troduced less than four years ago.

Consolidated profit ran at €700.1 million (adjusted value for
previous year: €519.0 million following the elimination of a
special effect from the change in status of the Vibracoustic
Group; including the special effect, the consolidated profit
for 2016 was €1,086.9 million).

As at December 31, 2017, the Freudenberg Group employed
47,653 people (previous year: 46,266 people).

“Both operationally and strategically, 2017 was a successful year
for Freudenberg,” said Dr. Mohsen Sohi, CEO of the Freudenberg
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Group, at the annual press conference held in Weinheim on Tues-
day. “We are well on our way to being one of the most innovative

and efficient technology companies.”

In contrast to previous years, Freudenberg no longer reports on
the basis of pro rata consolidation but solely on the basis of values
determined in accordance with IFRS. Under these reporting
standards, joint ventures are included in the consolidated financial
statements by the equity method as a general principle. The sales
and workforce figures of these companies are not taken into con-
sideration. Especially following the full acquisition of the Vi-
bracoustic Group in 2016, the difference between pro-rata consol-
idation and the equity consolidation of joint ventures has become

insignificant.

Profit from operations (EBIT) in 2017 amounted to €797.6 million
(previous year: €677.5 million; with special effect: €1,245.4 mil-
lion). “Our sustained high earnings power is a result of the con-
sistent action taken to improve productivity and efficiency,” Dr.

Sohi underscored.

Cash flow from operating activities amounted to €929.0 million
(previous vyear: €945.1 million). Liquid funds at year-end

amounted to €998.8 million (previous year: €960.7 million).

Investments

“‘We have again invested vigorously and increased our investment
rate, not including acquisitions, to 5.4 percent (previous year: 5.2
percent),” said Dr. Ralf Krieger, CFO of the Freudenberg Group.
In 2017, Freudenberg invested a total of about €670 million (pre-
vious year: €1,629 million) including €170 million in acquisitions
and about €500 million (previous year: €407 million) in production

plants, tangible assets, buildings and intangible assets (additions
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to the statement of financial position). Of this amount, Freuden-
berg invested €175 million in Germany (previous year: €148 mil-
lion) including €128 million (previous year: €114 million) in Wein-
heim.

The investments included the following projects, among others:
Freudenberg Performance Materials commissioned a new line
equipped with state-of-the-art process technology for manufacturing
high-quality, glass-fiber reinforced spunlaid felts for the building ma-
terials industry at the site in Macon, Georgia, USA. Freudenberg
Chemical Specialities also inaugurated the expanded R&D center
at the headquarters of Chem-Trend in Howell, USA. Japan Vilene
Company opened a new production facility in Aguascalientes,
Mexico, and a new factory in the medical sector in Moriyama City,
Shiga, Japan. VistaMed completed the expansion of its main pro-
duction facility in Carrick-on-Shannon, Ireland. In Weinheim, the
new training center was occupied at the end of the year under

review.

Equity development

The equity ratio rose from 45.0 percent to 47.4 percent. In abso-
lute terms, equity increased by about €232 million, mainly as a
result of the profit reported. With this equity ratio, Freudenberg
continues to hold a very good, comfortable equity base. The rating
agency Moody’s Deutschland GmbH, Frankfurt am Main, con-
firmed its credit rating of Freudenberg SE, Weinheim, at A3, with
a stable outlook. The Group therefore continues to hold a single A

rating.

Innovation

Innovation is the key to long-term corporate success. During the
year under review, Freudenberg invested more than ever before
in innovation and conducted research and development activities
in the amount of €427.8 million (previous year: €335.1 million,
+27.6 percent). This corresponds to 4.6 percent of sales (previous
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year: 4.2 percent). The objective of all activities is to further in-

crease the share of new products in sales. The share of products

less than four years old reached 33.0 percent (previous year: 28.7

percent).

During the year under review, an average of 3,445 employees

(previous year: 2,751 employees) were employed in research and

development. Once again, the main regional focus was on Ger-

many, with 1,662 employees.

To expand its innovative strength, Freudenberg continues to ad-
vance its material, process and systems expertise with technology
platforms. Freudenberg focuses on overarching technologies rel-
evant to multiple Business Groups. In 2017, two new platforms,
“Digitalization” and “Hygiene”, were added to the existing plat-
forms of Nonwovens, Sealing Technology, Molding, Friction, Wear
& Lubrication, Surface Technologies, Polymers, and Mixing & Re-

acting.

Operational Excellence

In the 2017 financial year, the administrative expenses ratio fell from
7.6 percent to 6.7 percent both as a result of the lower cost structure
of the Vibracoustic Group, consolidated for the full year for the first
time, and as a result of efficiency improvements such as process and
system optimizations. “Through these efficiency improvements, we
are creating the financial leeway we need for continued invest-
ment in new products and technologies for our customers and for
safeguarding the long-term future of Freudenberg,” said Dr.

Krieger.

Portfolio
Freudenberg is developing its portfolio selectively and in a fo-
cused way through acquisitions in all Business Groups. The ob-

jective is a balanced portfolio of cyclical and anti-cyclical business
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with equal sales contributions from the Americas, Europe and

Asia. Examples of acquisitions in 2017 were:

In January 2017, the Freudenberg Medical Business Group ac-
quired another 40 percent of the shares in VistaMed Ltd., Carrick-
on-Shannon, Ireland. VistaMed produces high quality special
catheters along with extruded tubes for the medical device indus-
try, and the company has been working with Freudenberg as a
joint venture since 2010. The Group now owns 90 percent of the

shares.

In July 2017 Freudenberg acquired Metflex Holding Company Ltd,
Blackburn, UK. The company is a leading developer and manu-
facturer of membranes and customized sealing solutions for a

wide variety of industrial applications.

In October 2017, Freudenberg acquired Colaréme Inc., Saint Hu-
bert, Canada, a natural ingredient specialist. The company holds
patents for technologies used to produce a unique palette of nat-

ural pigments.

Also in October 2017, Freudenberg acquired the Playtex house-
hold glove business from Edgewell Personal Care Brands, LLC,
St. Louis, Missouri, USA. Playtex has been active in the market
for over 65 years and is the leading household glove brand in the
us.

Human resources

In its pursuit of excellence, Freudenberg further expanded its tal-
ent management. One goal is to foster diversity and inclusion
within the company in order to recruit and retain the best employ-

ees.
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As at December 31, 2017, Freudenberg employed 47,653 people
(previous year: 46,266 people). Employee numbers rose to
11,472 (previous year: 11,246) in Germany, to 13,897 (previous
year: 12,751) in Europe (without Germany), and to 10,285 (previ-
ous year: 10,156) in North America. There were slight falls in em-
ployee numbers in Asia, to 9,876 (previous year 9,922) and in

South America to 1,640 (previous year 1,731).

In 2017, 138 young people began their training with Freuden-
berg’s German companies. In total, 394 apprentices and students
were working for Freudenberg in Germany as at December 31,
2017.

Responsibility for society

As a values-oriented, family-owned technology group, success for
Freudenberg is not merely defined in terms of financial success,
but also always goes hand-in-hand with taking responsibility for
society. These two goals have been inseparably linked since the
foundation of the company. Sustainability, Occupational health,
safety and environmental protection (HSE), Corporate Citizen-
ship, Compliance, Human Rights & Labor are anchored in

Freudenberg’s values and principles.

Sustainability

In 2016, Freudenberg developed a Group-wide sustainability
strategy, which was then transferred to the Business Groups for
implementation in 2017. Furthermore, sustainability has become

a systematic component of our strategic planning process.

Sustainability has two dimensions in the company. The first di-
mension involves organizing processes and utilizing equipment to
conserve resources (footprint). The second dimension is the nu-
merous Freudenberg products and solutions that allow customers’
production facilities to be more efficient and sustainable or make

their products more resource-efficient (handprint). “By reducing
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our own footprint and increasing our handprint with the customer,
Freudenberg contributes to greater sustainability throughout the
world,” Dr. Tilman Krauch, CTO of the Freudenberg Group ex-
plains. The six core themes of materials, waste, energy, emis-
sions, water and health are the most important factors for the

Group.

Occupational safety

The safety of employees at the workplace is of paramount im-
portance for Freudenberg. In 2017, there was a special focus on
occupational safety at all levels of the company. As a result, the
negative trend reported for 2016 was reversed and Freudenberg
returned to its high standards. In the 2017 financial year, the
LDIFR (Lost Day Incident Frequency Rate — this rate measures all
incidents at work involving at least one day’s absence per million

working hours) was 1.4 (previous year: 1.8).

Corporate Citizenship

For Freudenberg, commitment to Corporate Citizenship goes be-
yond the value chain. In addition to a number of measures, the
objective of the “e?’ (education and environment) international pro-
gram is to give people access to education and work and to en-
courage environmental protection. Freudenberg is currently mak-
ing a total of €14 million available over 7 years. From the launch
of the initiative in the summer of 2015 up to the end of 2017, fund-
ing was approved for a total of 60 projects, from small actions to
major education programs in the direct neighborhood of Freuden-

berg sites.

Conclusion for 2017
“‘We were able to complete major strategic projects that will be
crucial for the long-term success of the Group. All in all, we have

become more efficient and more innovative. This is a result of our
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efforts to reduce administrative expenses at the same time as in-

creasing expenditure on research and development,” said Dr.

Sohi.

Current developments in 2018

The Freudenberg Group started the 2018 financial year with a
slightly improved order book compared with the previous year.
This is attributable to the generally positive market development

in most Business Groups in 2017.

In total, Freudenberg plans to initiate investment projects with a
total value of about €400 million in 2018. Of this amount, about
€100 million are to be invested in tangible assets in Germany, in-

cluding €35 million in Weinheim.

In the first quarter of 2018, Freudenberg already invested about
€90 million in the acquisition of innovative companies or stakes in
such companies.

Acquisitions included E.D. Oates Pty Ltd, the market leader in the
professional cleaning business in Australia, and Hanns Glass
GmbH & Co. KG. in Germany, the leading global supplier of floor
mats for the automotive industry. Stakes were also acquired in the
fuel cell manufacturer Elcore and its affiliate Elcomax in Germany,
as well as a minority holding in the US company XaltEnergy, a

producer of large lithium ion battery cells, modules and systems.

Outlook for 2018

Freudenberg expects a generally stable macroeconomic environ-
ment in the 2018 financial year. While global economic growth in
2018 is likely to be slightly higher than 2017, this is counterbal-

anced by the persistently challenging geopolitical situation in var-

Page 8



VN FREUDENBERG

INNOVATING TOGETHER
ious regions of Eastern Europe, the Middle East and South Amer-
ica, slower economic growth in China as well as rising raw mate-

rial prices and higher exchange rate risks.

In addition, new technologies such as electro-mobility and auton-
omous driving in the automotive sector or cross-sectoral mega-
trends such as digitalization, connectivity and sustainability call for
innovative solutions in a challenging market environment where
customer requirements are constantly changing. In light of this,
Freudenberg expects overall growth of 1.0 to 3.0 percent for the

markets relevant to the Group.

About the Freudenberg Group

Freudenberg is a global technology group that strengthens its customers and
society long-term through forward-looking innovations. Together with its part-
ners, customers and research institutions, the Freudenberg Group develops
leading-edge technologies and excellent products and services for more than
30 markets and for thousands of applications: seals, vibration control compo-
nents, nonwovens, filters, specialty chemicals, medical products, IT services
and the most modern cleaning products.

Strength of innovation, strong customer orientation, diversity, and team spirit
are the cornerstones of the Group. The 169-year-old company holds strong to
its core values: a commitment to excellence, reliability and pro-active, respon-
sible action. In 2017, the Freudenberg Group employed approximately 48,000
people in some 60 countries worldwide and generated sales of more than €9.3
billion. For more information, please visit www.freudenberg.com.
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