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SHAREHOLDER LETTER

RECORD SALES AND PROFIT

GROWTH IN ALL REGIONS, NET PROFIT SURGES 22.9%

Sales growth of 6.3% in local currencies (5.8% in CHF)

Continued pursuit of growth strategy with four new national

-
m Growth in all regions
m Operating profit (EBIT) 20.6% higher, net profit up 22.9%
=

subsidiaries and eight new factories
=

profit expected

The first nine months of 2016 continued the dynamic sales growth
trend with an increase of 6.3% in local currencies. The organic
growth rate exceeded targets at 5.2%. The stable exchange-rate
situation resulted in a modest currency impact (-0.5%) and very
pleasing sales growth of 5.8% in Swiss francs to a new record of
CHF 4.33 billion.

MARGINS AT NEW RECORD LEVEL

Despite a challenging third quarter, sales growth continued in all
regions and a new quarterly recard in operating profit (EBIT) margin
of 15.6% (previous year: 13.7%) was achieved. Thus the third quar-
ter marked the 19th consecutive gquarter of margin improvement.
The outstanding results are based on Sika's Growth Maodel with
increasing gross margins and disproportionately low cast develop-
ment. Operating profit, net profit and cash flow posted new record
values in the first nine months of the year. Operating profit (EBIT)
improved by 20.6% (+ CHF 101 million), net profit rose by 22.9% and
cash flow by 43.8%.

Jan Jenisch, CEO: “In 2016, we have successfully continued our
growth strategy, with four additional national subsidiaries and
eight new factories. The commitment and performance of our
employees in what is now 97 countries are the cornerstones of our
success. Our sales growth and our ability to improve our margins
guarter by quarter are impressive results of our strategy execution.
| would like to express my thanks to our global team for their
tremendous dedication under partly difficult circumstances.
Thanks to this dedication and the strength of our growth model,
we can confidently look forward to a record year 2016 and the years
tocome.”

GROWTH IN ALL REGIONS

The region EMEA (Europe, Middle East, Africa) increased sales in
local currencies by 5.3% in the first nine months. Demand in the
Western European market, with the core markets of Germany, the
UK, France, Spain and Italy, came in at a healthy level. Good growth
rates were seen in Eastern Europe. The strongest rise in sales was
achieved in Africa, with an increase of more than 20%. Sika has 18
national subsidiaries and 14 production sites on the African conti-
nent, and continues to expand its presence. New national subsidiar-
ies have been established in Kuwait, Cameroon and Djibouti, and a
further mortar factory opened in Kryoneri, near Athens.
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Confirmation of annual targets 2016, new record in sales and

The highest growth was generated by the region North America
with a sales increase of 9.9% in local currency. The main growth
drivers here are the investments in sales force and the accelerated
expansion of the supply chain from 11 to 21 manufacturing sites in
the fast-growing metropolitan areas over the past two years. Sika
also made two acquisitions during the reporting period with L.M.
Scofield, the American market leader in color additives for ready-
mix concrete, and FRC Industries, a leading manufacturer of fibers
for concrete. Both fields of activity are high-growth market
segments of the North American construction industry.

The region Latin America recorded a 5.6% sales increase in local
currencies. Mexico, Argentina and Chile developed strongly. By
contrast, the continuing economic crisis in Brazil and a significant
fall in the value of some local currencies led to a downturn in busi-
ness activity. Investments in the region included a new mortar
products factory in Ecuador, an automotive factory for adhesives
and acoustics solutions in Brazil, and the establishment of a new
national subsidiary in Nicaragua.

Crowth in the region Asia/Pacific increased by 3.8%. Double-digit
sales gains were achieved in Southeast Asia and the Pacific area.
China reported positive growth figures in the third quarter after six
guarters of decline. Sales in Japan were stable. The latest invest-
ments in the region include opening a new factory in Perth on the
west coast of Australia. Also during the period under review, a
second factory for mortar and concrete admixtures was built in
Saraburi, Thailand. The first factories were opened in Phnom Penh,
Cambodia, and in Yangon, Myanmar, respectively.

OUTLOOK FOR 2016

Strategy 2018 was successfully continued in the first nine months
of 2016 with new record results achieved. The annual targets for
2016 can be confirmed. Sales of around CHF 5.8 billion are expected,
as well as a disproportionately high increase in margins with oper-
ating profit (EBIT) between CHF 780 and 800 million. The number
of growth investments is ahead of schedule with four new national
subsidiaries and eight new factories. The unknown outcome of
Saint-Gobain's hostile takeover attempt remains an element of
uncertainty for the future.



CONSOLIDATED INCOME STATEMENT

% 1/1/2015 - % 1/1/2016 - Change
in CHF mn 9/30/2015 9/30/2016 in%
Net sales 100.0 4,095.0 100.0 4,331.8 5.8
Material expenses -46.0 -1,882.5 -44.7 -1,9351
Gross result 54.0 2,212.5 55.3 2,396.7 8.3
Personnel expenses -20.3 -829.8 -201 -869.9
Other operating expenses -18.7 -769.9 -18.6 -807.3
Operating profit before depreciation 15.0 612.8 16.6 719.5 17.4
Depreciation and amortization expenses -3.0 -122.6 -3.0 -128.3
Operating profit (EBIT) 12.0 490.2 13.6 591.2 20.6
Interest income 0.0 2.2 0.0 17
Interest expenses -0.5 -18.2 -0.3 -15.0
Other financial income 0.2 71 0.1 43
Other financial expenses -0.7 -28.8 -0.5 -23.8
Income from associated companies 01 43 0.0 0.7
Profit before taxes 1.1 455.8 12.9 559.1 22.7
Income taxes -2.8 -117.6 -3.3 -143.6
Net profit 8.3 338.2 9.6 415.5 229

Profit attributable to Sika shareholders 8.2 334.8 9.5 412.5
Profit attributable to non-controlling interests 01 34 01 3.0
NET SALES IN THE FIRST NINE MONTHS
1/1/2015 - 1/1/2016 - Change compared to prior year
9/30/2015 9/30/2016 (+/-in %)
In CHF Inlocal Currency  Acquisition
in CHF mn currencies’ impact effect
By region
EMEA 1,952.0 2,056.5 54 5.3 01 1.5
North America 626.9 705.0 12.5 9.9 2.6 18
Latin America 453.2 420.5 -7.2 5.6 -12.8 0.0
Asia/Pacific 740.2 785.5 6.1 3.8 2.3 0.7
Other segments and activities 322.7 364.3 12.9 12.2 0.7 0.0
Net sales 4,095.0 4,331.8 5.8 6.3 -0.5 1.1
Products for construction industry 3,253.6 3,4017 4.6 5.2 -0.6 0.6
Products for industrial manufacturing 8414 9301 10.5 10.5 0.0 3.2

1 Including acquisitions
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FINANCIAL CALENDAR

NET SALES 2016 Tuesday, January 10, 2017

MEDIA CONFERENCE/ANALYST PRESENTATION

ON FULL-YEAR RESULTS 2016 Friday, February 24, 2017
SALES FIRST QUARTER 2017 Tuesday, April 11, 2017
49™ ANNUAL GENERAL MEETING Tuesday, April 11, 2017
HALF-YEAR REPORT 2017 Friday, July 27, 2017
RESULTS FIRST NINE MONTHS 2017 Thursday, October 26, 2017
SIKA AG Contact

Zugerstrasse 50 Phone +4158 4366800

6341 Baar Fax +4158 436 68 50

Switzerland www.sika.com BUILDING TRUST



