MURRCK

News Release Media Relations

gangolf.schrimpf@merckgroup.com
Telephone: +49 6151 72-9591

Investor Relations
investor.relations@merckgroup.com
Telephone: +49 6151 72-3321

November 14, 2019

Merck Generates Profitable Growth in Q3 2019

e Net sales increase by 8.1%, driven by double-digit growth in
Healthcare and Life Science
e EBITDA pre up by 15.4%

e Forecast for sales and earnings raised following Versum acquisition

Darmstadt, Germany, November 14, 2019 - Merck, a leading science and
technology company, generated strong organic sales growth and benefited from
positive foreign exchange effects in the third quarter of 2019. EBITDA pre increased
even more strongly than net sales in the three-month period from July to
September. Following the closing of the Versum Materials (Versum) acquisition in

October, Merck is raising its full-year forecast for sales and EBITDA pre in 2019.

“In the third quarter, we continued to resolutely implement our strategy. We
substantially increased sales and earnings thanks to the strong performance of
Healthcare and Life Science as well as all regions. With the successful acquisition of
Versum at the beginning of October, Performance Materials achieved a key

”

milestone of its Bright Future transformation program,” said Stefan Oschmann,
Chairman of the Executive Board and CEO of Merck. "Now we are focusing on
generating cash and consequently rapidly lowering our debt,” added Marcus

Kuhnert, member of the Executive Board and Chief Financial Officer.

Group net sales rose by 8.1% to € 4,054 million (Q3 2018: € 3,749 million). Group

organic sales growth, which was fueled by the Healthcare and Life Science business
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sectors, amounted to 5.7% or € 213 million. The currency-driven sales increase of
2.7% or € 102 million was mainly due to the U.S. dollar, the Japanese yen and the

Chinese renminbi.

EBITDA pre, the Group’s most important earnings indicator, increased by 15.4% to
€ 1,111 million; the EBITDA pre margin improved to 27.4% (Q3 2018: 25.7%) The
development of EBITDA pre reflects organic growth of 9.8%, positive exchange rate
effects of 5.8%, and a negative portfolio effect of -0.1%. The increase in EBITDA
pre, which was more pronounced than that of sales, was attributable to strong sales
growth, a greater focus on costs, income from the alliance with GlaxoSmithKline as
well as the continued margin improvement in Healthcare and Life Science. The
operating result (EBIT) thus also increased by 23.8% to € 608 million (Q3 2018:
€ 491 million).

Net income (profit after tax attributable to Merck KGaA shareholders) increased
slightly by 0.8% to € 343 million (Q3 2018: € 340 million). Earnings per share
pre improved by 2.3% to € 1.35 (Q3 2018: € 1.32).

Net financial debt amounted to € 7.32 billion on September 30, 2019, which was
around € 500 million less than at the end of the second quarter of 2019
(€ 7.83 billion). Merck had 54,042 employees worldwide on September 30, 2019.

Profitable growth in the first nine months as well

In the first nine months of 2019, net sales increased by 7.5% to € 11,771 million
(January-September 2018: € 10,949 million). During the same period, EBITDA pre
increased by 11.5% and amounted to € 3,179 million (January-September 2018:
€ 2,850 million). This increase was mainly organic (9.2%). The EBITDA pre margin
rose by one percentage point to 27.0% (January-September 2018: 26.0%).
Earnings per share pre increased by 3.3% to € 4.02 (January-September 2018:
€ 3.89).

Healthcare achieves double-digit sales growth
In the third quarter of 2019, the Healthcare business sector increased sales by
10.0% to € 1,756 million (Q3 2018: € 1,596 million). Organic growth amounted to

8.0%; the currency-related increase was 2.0%. The strong business performance
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was mainly due to Mavenclad as well as the high demand for our medicines in China,
such as for the fertility medicine Gonal-f, the diabetes treatment Glucophage and

the oncology drug Erbitux.

With Mavenclad for the oral treatment of multiple sclerosis, Merck generated sales
of € 89 million in the third quarter of 2019 (Q3 2018: € 25 million), an increase of
45% in comparison with Q2 2019 (€ 61 million). Mavenclad was also approved in
the United States in March 2019. Owing to the continued difficult competitive
situation in the interferon market as well as competition from oral dosage forms,
Rebif, which is used to treat multiple sclerosis, saw a double-digit organic decline
of -15.1%. Including a positive exchange rate effect of 2.8%, sales amounted to
€ 318 million (Q3 2018: € 363 million). Sales of the immuno-oncology medicine
Bavencio increased to € 29 million (Q3 2018: € 19 million). In May 2019, Bavencio
was approved in the United States in combination with axitinib for the treatment of
patients with advanced renal cell carcinoma. Approval in Europe followed on October
28. In the third quarter of 2019, sales of the oncology drug Erbitux increased
organically by 5.1% to € 222 million (Q3 2018: € 212 million). The favorable growth
is largely due to the addition of Erbitux to the NRDL (National Reimbursement Drug
List) in China. Sales of Gonal-f, the leading recombinant hormone for the treatment
of infertility, increased to € 206 million (Q3 2018: € 182 million). In particular,
performance in North America and China contributed to this with double-digit

organic growth rates.

EBITDA pre of Healthcare soared by 31.3% to € 501 million in the third quarter of
2019 (Q3 2018: € 381 million). Here, the upfront payment from the alliance with
GlaxoSmithKline to co-develop and co-commercialize the bifunctional
immunotherapy bintrafusp alfa again had a positive effect of around € 30 million.
Organic earnings growth amounted to 24.8% and was supported by positive

exchange rate effects of 6.5%.

Life Science once again sees strongest contribution to sales from Process
Solutions

In the third quarter of 2019, the Life Science business sector increased its net sales
by 12.3% to € 1,715 million over the vyear-earlier quarter (Q3 2018:

€ 1,527 million). This reflects strong organic sales growth of 10.0%, positive foreign
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exchange effects of 3.0%, and a negative portfolio effect of -0.7% from the
divestment of the Flow Cytometry business. All three business units and all regions
contributed to organic growth. In early October, Merck acquired FloDesign Sonics of
the United States, which has a unique acoustic cell processing platform for the

industrialization of cell and gene therapy manufacturing.

The Process Solutions business unit, which markets products and services for the
entire pharmaceutical production value chain, generated organic sales growth of
15.6%, which was the highest rate within the Life Science business sector. Assisted
by favorable foreign exchange effects of +3.4%, net sales totaled € 756 million in
the third quarter of 2019 (Q3 2018: € 636 million). The Research Solutions
business unit, which provides products and services to support life science research
for pharmaceutical, biotechnology, and academic research laboratories, recorded a
5.2% organic increase in sales. Supported by positive foreign exchange effects of
2.9%, net sales amounted to € 540 million (Q3 2018: € 500 million). With its broad
range of products for researchers as well as scientific and industrial laboratories,
the Applied Solutions business unit recorded strong organic sales growth of 6.8%
in the third quarter of 2019. Assisted by favorable foreign exchange effects of 2.6%,
sales totaled € 418 million in the third quarter of 2019 (Q3 2018: € 392 million).

The Life Science business sector increased its EBITDA pre by 15.4% to € 531 million
(Q3 2018: € 460 million). This double-digit growth was primarily organic (+13.7%),
yet it was also supported by foreign exchange effects (+1.9%). The portfolio effect

was -0.3%.

Foreign exchange effects partly compensate for organic sales decline in
Performance Materials

In the third quarter of 2019, sales of the Performance Materials business sector
decreased by -6.9% to € 583 million (Q3 2018: € 626 million). In the first half of
2019, the Display Solutions business unit still noticeably benefited in the Liquid
Crystals business from individual customer capacity expansion projects in China. In
the third quarter of 2019, the decline in the Liquid Crystals business already forecast
in the previous year continued. The organic decline of -10.6% was partly offset by

positive foreign exchange effects of 3.7%. This resulted mainly from a stronger U.S.
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dollar in comparison with the previous year as well as Asian currencies, such as the

Taiwan dollar and the Japanese yen.

The Display Solutions business unit, consisting mainly of the business with liquid
crystals, photoresists for display applications and OLED materials, as expected,
recorded an organic decline of —-15.1% in the third quarter of 2019. This decrease
was partly offset by exchange rate effects (+3.5%). Consequently, sales fell by a
total of -11.6% to € 316 million (Q3 2018: € 357 million). The Semiconductor
Solutions business unit comprises the business with materials used in integrated
circuit production. Overall, in the third quarter of 2019, customer silicon wafer
production output remained below expectations against the backdrop of continued
weakness in the semiconductor market. Owing to weak market conditions, sales
declined organically by -3.5%. However, this was more than offset by positive
exchange rate effects of 4.8%; sales amounted to € 154 million (Q3 2018:
€ 152 million). In the third quarter of 2019, net sales of the Surface Solutions
business unit declined organically by -6.2%. Including positive foreign exchange
effects (+3.1%), sales amounted to € 112 million (Q3 2018: € 115 million). The
decline was attributable to weaker demand, particularly from the automotive
industry, as well as the increased portfolio focus on industrial applications within the

scope of the Bright Future transformation program.

EBITDA pre of Performance Materials decreased by -12.7% to € 177 million
(Q3 2018: € 203 million). Organically, EBITDA pre declined by -19.3%; foreign

exchange effects of +6.7% partly compensated for this.

Merck completed the acquisition of the U.S. company Intermolecular on
September 20 and that of Versum Materials on October 7. The acquisitions will
strengthen Performance Materials and considerably expand the company’s position
as a leading supplier of electronic materials for the semiconductor and display
industries. In 2019, Versum will be consolidated for the 86 calendar days until year-

end, contributing to sales and EBITDA pre.

Forecast raised following the acquisition of Versum
Merck continues to expect for the full year 2019 a moderate organic net sales

increase of 3% to 5% over the previous year. For fiscal 2019, Merck expects a
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portfolio effect from the Versum acquisition of around € 270 million on Group sales.

Overall, net sales of the Merck Group in 2019 are forecast to be between
€ 15.7 billion and € 16.3 billion (previously: € 15.3 billion to € 15.9 billion; 2018:

€ 14.836 billion). Merck continues to expect a strong organic increase in EBITDA pre

compared with the previous year. The contribution from the legacy Versum business

to EBITDA pre is forecast at around € 80 million to € 90 million. In addition, Merck

continues to expect a positive foreign exchange effect of 0% to 2% compared with

2018. Group EBITDA pre for 2019 is forecast overall in a corridor between
€ 4.23 billion and € 4.43 billion (previously between € 4.15 billion and € 4.35 billion;
2018: € 3.80 billion).

Forecast for FY 2019

€ million

Net sales

EBITDA pre

Earnings per share
pre

Merck Group

« ~ 15,700 to 16,300

e Organic growth of 3% to 5%

vs. 2018

Exchange rate effect
of 1% to 2%

e Versum included with
approximately 270

« ~4,230 to 4,430

e Organic increase of
10% to 13% vs.
2018

e Exchange rate effect
of 0% to 2%

e VVersum included with
approximately 80-90

€ 5.30 to € 5.65

Healthcare

~6,500 to 6,700

to 6%
Exchange rate effect of
0% to 2%

Solid organic growth of 4%

« ~1,830 to 1,940

e Organic increase of
19% to 23%

e Exchange rate effect
of 0% to 2%

Life Science

~6,700 to 6,900
Organic growth of
8% to 9%
Exchange rate effect
of 1% to 3%

e ~2,040 to 2,140

e with an operating
margin expansion of
20 to 30 base points

e Organic increase of
12% to 14%

e Exchange rate effect
of 0% to 2%

Performance
Materials

~2,250 to 2,400
Organic decline of -4%
to -7%*

to 3%
additionally approximately
270 due to Versum

Exchange rate effect of 1%

~695 to 755

e Organic decline of
-9% to -13%%*

e Exchange rate effect
of 3% to 5%

e additionally
approximately 80-90
due to Versum

Corporate and
Other

~-460 to -490

*lower half of the corridor
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Merck Group - Key figures

Jan.-

Sept. Jan.-Sept.
€ million Q3 2019 Q3 2018 Change 2019 2018 Change
Net sales 4,054 3,749 8.1% 11,771 10,949 7.5%
Operating result (EBIT)! 608 491 23.8% 1,605 1,386 15.9%
Margin (% of net sales)! 15.0% 13.1% 13.6% 12.7%
EBITDA! 1,072 919 16.7% 2,999 2,683 11.8%
Margin (% of net sales)! 26.5% 24.5% 25.5% 24.5%
EBITDA pret 1,111 963 15.4% 3,179 2,850 11.5%
Margin (% of net sales)! 27.4% 25.7% 27.0% 26.0%
Profit after tax 342 345 -1.0% 1,002 938 6.9%
Earnings per share (€) 0.79 0.78 1.3% 2.31 2.13 8.5%
Earnings per share pre (€)! 1.35 1.32 2.3% 4.02 3.89 3.3%
Net income 343 340 0.8% 1,002 928 8.0%
30.09.2019 31.12.2018
Net financial debt! 7,320 6,701 9.2%

INot defined by International Financial Reporting Standards (IFRS).

Notes for editors:

¢ The teleconference for media representatives will also be webcast live on
November 14, 2019 as of 9:30 a.m. (CET) (in German and English)
e The respective presentation and further information for journalists

including a digital press kit can be found_here

e The quarterly statement on Q3 2019 can be found here

e Merck photos and images can be found here

¢ Merck stock exchange symbols
Reuters: MRCG, Bloomberg: MRK GY, Dow Jones: MRK.DE
Bérse Frankfurt: ISIN: DE 000 659 9905 - WKN: 659 990

All Merck Press Releases are distributed by e-mail at the same time they become available on the Merck
Website. Please go to www.merckgroup.com/subscribe to register online, change your selection or
discontinue this service.

About Merck

Merck, a leading science and technology company, operates across healthcare, life science and
performance materials. Around 56,000 employees work to make a positive difference to millions of
people’s lives every day by creating more joyful and sustainable ways to live. From advancing gene
editing technologies and discovering unique ways to treat the most challenging diseases to enabling the
intelligence of devices — the company is everywhere. In 2018, Merck generated sales of € 14.8 billion in
66 countries.

Scientific exploration and responsible entrepreneurship have been key to Merck’s technological and
scientific advances. This is how Merck has thrived since its founding in 1668. The founding family remains
the majority owner of the publicly listed company. Merck holds the global rights to the Merck name and
brand. The only exceptions are the United States and Canada, where the business sectors of Merck
operate as EMD Serono in healthcare, MilliporeSigma in life science, and EMD Performance Materials.
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