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Koenig & Bauer is targeting group revenue of around €1.5bn
with EBIT margin of between 7% and 10% until 2023

A strong future through systematic focus on growth markets

« Highest EBIT in the company’s 201-year history

e 7.1% EBIT margin substantially surpassing the mean for the German engineering sector
¢ Revenue in 2018 limited by parts availability

* Good order situation

» Strong cash flows from operating activities

e Equity ratio of 38.5%

e 2.7% dividend yield with higher proposed dividend of €1 per share

e Guidance for 2019: organic revenue growth of up to 4% and EBIT margin of around 6%

Wirzburg, 21 March 2019

With the progress achieved in the structurally growing and less cyclical packaging printing, the Koenig
& Bauer group made further advances in its strategically aligning towards sustainable profitable
growth. CEO Claus Bolza-Schiinemann: “Driven by a record order intake, we have been able to widen
our share of the global flexible packaging printing market to 9%. Revenue in marking and coding has
risen by around 50% in the last three years. Since the acquisition of flatbed die-cutter business in
2016, revenue in this business field has climbed by more than 50%. The entry into the market for fold-
er gluers and the planned joint venture with inkjet pioneer Durst for folding carton and corrugated print-
ing are further milestones.” CFO Mathias Dahn: “Pleasing revenue and earnings potential can arise
with our RotaJET digital printing platform for decor and flexible packaging printing following a greater
substitution of the hitherto standard analogue printing processes and an increase in the internally-
sourced production of decoration papers in the furniture and flooring industry. After a comprehensive
evaluation process, the renowned packaging group Tetra Pak has opted for our large-format RotaJET
for full-colour digital printing of beverage carton packaging. We have received two more RotaJET or-
ders for digital decor printing.”

Earnings target for 2018 well achieved

Group EBIT climbed from €81.4m in the previous year to €87.4m despite some adverse circumstanc-
es in the availability of parts and market conditions. With the increase in its EBIT margin from 6.7% to
7.1%, Koenig & Bauer achieved the target defined for 2018 of around 7%. CFO Mathias Dahn: “On
the basis of an EBIT margin adjusted for special items of 5.4% in 2016, we are aiming for an annual
improvement of 0.7% in this margin to around 9% by 2021 assuming linear execution of the group
projects for boosting earnings by €70m. This translates into a target of 6.8% for 2018, which we ex-
ceeded substantially with a margin of 7.1%.”

High order backlog

The previously announced shifts of machine deliveries into 2019 as a result of bottlenecks in the parts
availability burdened the achievement of our revenue target. At €1,226m, group revenue was only
slightly up on the previous year of €1,217.6m. Koenig & Bauer had been targeting organic revenue
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growth of around 4% for 2018. With order intake coming to €1,222m (previous year: €1,266.3m), order
backlog rose to €610.9m (previous year: €606.2m).

Dividend of €1 per share proposed

High tax expenses resulting from the consumption of deferred tax assets on loss carry-forwards left
traces on net profit. At €64m, group net profit (previous year: €81.1m) translates into earnings per
share of €3.86 in 2018 (2017: €4.91). “Thanks to the good group net profit and the retained profit gen-
erated by the holding company Koenig & Bauer AG, we are able to continue our dividend policy with a
distribution rate at the upper end of the target corridor of between 15% and 35% of group net profit,”
said CEO Claus Bolza-Schinemann. Accordingly, the Management Board and the Supervisory Board
will be asking the shareholders to approve a dividend of €1 per share at the annual general meeting
on 22 May 2019. This is equivalent to a dividend ratio of 25.9% of group net profit and a dividend yield
of 2.7% on the basis of the closing price of the share in 2018.

Sheetfed limited by parts availability

At €613m, order intake in the Sheetfed segment was below the previous year’s figure of €656.2m.
While the project situation is good, bottlenecks in the availability of parts dampened new business due
to longer delivery times. The situation with regard to parts also caused revenue to drop to €647.4m,
down on the previous year’s figure of €660.2m. This is also reflected in EBIT, which fell to €36.5m,
compared with €37.5m in the previous year. With an EBIT margin of 5.6%, Koenig & Bauer was able
to maintain the level achieved (2017: 5.7%) despite the continued price pressure being exerted by
competitors. The lower order backlog of €199.1m compared with the previous year (€233.5m) was
followed by good order intake at the start of 2019.

Growth expenses burden Digital & Web earnings

Orders in the Digital & Web segment rose from €139.6m to €167.6m, primarily due to the record
order intake for flexible packaging printing, which reflects the initial success of the realignment of
this business field. Whereas the demand for the HP press for digital pre-prints of corrugated liners
was subdued, several presses were sold from the RotaJET digital printing platform for decor and
flexible packaging printing, substantially exceeding the previous year’s figure. At €150.7m, reve-
nue was slightly down on the previous year (€154.2m). Together with market-entry and growth-
related expenses for digital, flexible packaging and corrugated board printing, the lower revenue
exerted pressure on EBIT. Accordingly, EBIT fell to —€10.5m, compared with —€4.3m in the previ-
ous year. The order backlog widened from €61.5m to €78.4m at the end of 2018.

Revenue up in Special

Given large orders and with project business remaining generally favourable, volatility remained high
in security printing due to often lengthy order placement and the domination of large-scale projects.
Further market share was gained in marking and coding, while the market position in the tobacco and
tyre industry in particular was expanded significantly. Lower orders for metal and glass/hollow con-
tainer decorating presses caused order intake in the Special segment to drop to €502.4m, down from
€533.7m in the previous year. Revenue climbed from €467.9m to €490.5m thanks to growth in security
printing, marking and coding and glass/hollow container decorating. EBIT came to €49.7m in 2018,
down from €53.7m in the previous year. With the order backlog increasing to €344.6m (2017: €324m)
at the end of December, good capacity utilisation is assured over the next few months.

Strong financial power and balance sheet
Cash flows from operating activities was particularly strong, coming to €66.3m, up from €23.8m in the
previous year. The substantial improvement in free cash flow to—€19.5m compared with the previous
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year (—€59.6m) was burdened by high investments and the final payment instalment for the external
funding of a part of the pension provisions. Together with the solid internal liquidity, the syndicated
long-term credit facilities give Koenig & Bauer a strong and stable financial basis. The strong balance
sheet structure was additionally enhanced with the increase in the equity ratio to 38.5%.

Guidance for 2019

CFO Mathias Dahn: “The order backlog, which rose to €610.9m at the end of 2018, together with the
good order development in January and February 2019 gives us good forward visibility across the
entire group until the summer of 2019 and, in security printing with its good order situation, until 2020.
The printing production output of our customers all around the world is growing, especially in packag-
ing and banknote printing. With the exception of the packaging printers in China producing for export
markets, our order intake has so far largely shrugged off the effects of the recent political and econom-
ic developments. In the absence of any material deterioration in the underlying conditions over the
next few months, we target organic growth of up to 4% in group revenue and an EBIT margin of
around 6% in 2019. This includes the annual 0.7% improvement in margins on group projects to boost
earnings as well as the margin impact from the growth offensive 2023, the cumulative costs of which
we expect to reach around €50m for 2019 to 2021 with a heavier load in the first year. In the event of a
slowdown in the economy, we cannot rule out an up to 2 percentage points lower EBIT.”

Medium-term targets until 2023

CEO Claus Bolza-Schiinemann: “With our growth offensive 2023, we want to actively exploit the cur-
rently available market opportunities in the cardboard, corrugated board, flexible packaging, 2-piece
can, marking and coding, glass direct and decor printing as well as in postpress to achieve sustained
profitable growth. The impact of volatile security printing will be reduced by higher packaging share of
group revenue. For web offset presses for newspaper and commercial printing, we expect a further
business decline. With all our initiatives and projects, we are targeting to increase group revenue to
around €1.5bn with an EBIT margin of between 7 % and 10% until 2023. All three segments are to
contribute to the growth in revenue and earnings. Our further targets include a dividend ratio of 15 -
35% of group net profit, an equity ratio of over 45%, a target corridor for net working capital of 20 -
25% of revenue, and a share of 30% in total revenue for service business.”

Photo 1:
The service revenue share increased in the group to 25.9% in 2018

Photo 2:
In folding carton printing, Koenig & Bauer strengthened its global market and technological leadership
in its largest business field

Photo 3:
With good orders in security printing Koenig & Bauer held market leadership with over 90% world
market share
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Dr Bernd Heusinger

T +49 931 909-4835

M bernd.heusinger@koenig-bauer.com

About Koenig & Bauer

The Koenig & Bauer group is a customer-centric partner to the international printing industry with an-
nual revenue of over €1.2bn and 5,700 employees. The group is the global market and technology
leader in security printing and in growing packaging printing markets. Throughout its 201-year history,
it has been driven by innovation and technological progress. Systematically oriented to meeting cus-
tomer requirements, its high-tech printing presses and systems permit highly efficient printing, finishing
and postpress processing. Its services cover a wide range of customer-oriented offerings including
networked printing. With its strong balance sheet and financial power, Koenig & Bauer is on a profita-
ble and sustainable growth trajectory.

For more information, visit www.koenig-bauer.com

Disclaimer:

The projections contained in this press release were founded on data available at the time of issue.
While management believes them to be accurate, the impact of external factors beyond its control,
such as changes in the economy, exchange rates and in our industry, may give rise to a different out-
come from that projected. The outlook contains no meaningful portfolio effects and influences relating
to legal and official matters. It also depends on ongoing earnings growth and the absence of disruptive
temporary market changes. Koenig & Bauer therefore accepts no liability for transactions based upon
these projections.
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Koenig & Bauer group 31.12.2017 31.12.2018 Change

in €m in €m
Revenue 1,217.6 1,226.0 +0.7%
Sheetfed 660.2 647.4 -1.9%
Digital & Web 154.2 150.7 -2.3%
Special 467.9 490.5 +4.8%
Reconciliation -64.7 -62.6
Order intake 1,266.3 1,222.0 -3.5%
Sheetfed 656.2 613.0 -6,6%
Digital & Web 139.6 167.6 +20,1%
Special 533.7 502.4 -5,9%
Reconciliation -63.2 -61.0
Order backlog 606.2 610.9 +0.8%
Sheetfed 233.5 199.1 -14.7%
Digital & Web 61.5 78.4 + 27.5%
Special 324.0 344.6 +6.4%
Reconciliation -12.8 -11.2
EBIT 81.4 87.4
Sheetfed 375 36.5
Digital & Web -4.3 -10.5
Special 53.7 49.7
Reconciliation -5.5 11.7
Earnings before taxes (EBT) 78.5 83.9
Net profit 81.1 64.0
Earnings per sharein € 491 3.86
Cash flows from operating 23,8 66,3
activities
Balance sheet total 1,163.9 1,178.3
Equity 424.0 453.4
Employees ( 31 December) 5,589 5,729
thereof apprentices/students 358 337
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