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FORWARD-LOOKING STATEMENTS
This Supplemental Bondholder Report contains foddeoking statements, including statements

about market consolidation and our strategy, inmest program, future operations, industry forecastpected
acquisitions, transactions and investments, angktdevels of leverage and indebtedness. Forwankifg
statements provide our current expectations, irtieator forecasts of future events. Forward-loolstejements
include statements about expectations, beliefs)splabjectives, intentions, assumptions and otteterments
that are not statements of historical fact. Wordspbrases such as “anticipate,” “believe,” “conétiu
“estimate,” “expect,” “intend,” “may,” “ongoing,” glan,” “potential,” “predict,” “project,” “seek,” target” or
similar words or phrases, or the negatives of themels or phrases, may identify forward-lookingestaents,
but the absence of these words does not necessegdly that a statement is not forward-looking.

Forward-looking statements are subject to known amkhown risks and uncertainties and are based
on potentially inaccurate assumptions that coultseactual results to differ materially from thesgected or
implied by the forward-looking statements. Our attesults could differ materially from those exgekin our
forward-looking statements for many reasons, inolgidhe factors described irRisk Factors' In addition,
even if our actual results are consistent with ftirevard-looking statements contained in this Sumgetal
Bondholder Report, those results or developmentg n@t be indicative of results or developments in
subsequent periods. For example, factors that @aude our actual results to vary from projectédréuresults
include, but are not limited to:

e new entrants in the hip joint implant market;

» reliance on a number of large customers;

« the inability to retain existing customers or attraew ones;

» the requirements of the U.S. Food and Drug Adnraisin (“FDA”), the European Medicines
Agency or other foreign agencies;

»  failure to obtain and maintain necessary governaieprovals;

» adverse medical events caused by our products;

« changes in health care reimbursement systems id.theand elsewhere;
e product liability claims;

» global economic conditions, specifically in Eurcged Germany, and the conditions in the end
market we serve;

» failure to continue our technological innovatiorddailure to successfully introduce new products
to the market;

* intense competitive pressures in several of oumeaidets;

* local business risk in different countries;

e price increases or interruptions in the supplyasf materials;
* fluctuations in energy costs;

»  production curtailment or shutdowns from accideatgjipment malfunctions or other unexpected
failures and from our complex manufacturing process

* inadequate insurance that may not fully cover atiéptial exposures;
*  maintaining operational efficiency and manufactgrguality;
* compliance with extensive environmental, health sefety laws;

*  repayment of public subsidies;



« limited protection for our intellectual propertychknow-how;

» law suits alleging infringements of intellectuabperty rights of third parties;
» failure to renew agreements with material suppliers

» losing key personnel or our inability to hire aduifl personnel;

» defects resulting from outsourcing processes;

e labor disputes;

» failure to comply with anti-corruption laws of tHénited States and of various international
jurisdictions;

« compliance with anti-terrorism laws and regulatiemsl applicable trade embargoes and export
controls;

» the United Kingdom’s withdrawal from the Europeanids;
» the break-up of the eurozone;
e security threats, security breaches and breakdowingormation technology systems;

» difficulties integrating acquired businesses wibh,disposing of divested businesses from, our
current operations;

e an economic downturn, a recession or market dismit the capital and credit markets;
* unexpected payments to any pension plans;

e taxrisks, including risks associated with trangigcing;

»  problems in suppliers’ manufacturing processes;

» handling of personal data and patient health data;

e counterparty risks;

» exchange rate risks; and

»  other factors discussed und&isk Factors’

These risks and others described undrisK Factor$ are not exhaustive. Other sections of this
Supplemental Bondholder Report describe additifeabrs that could adversely affect our financiasition,
results of operations and liquidity. New risks amerge from time to time, and it is not possible de to
predict all such risks, nor can we assess the itgfeadl such risks on our business or the extenwhich any
risks, or combination of risks and other factorsayntause actual results to differ materially fronose
contained in any forward-looking statements.

Given these risks and uncertainties, you shouldegton forward-looking statements as a prediction
of actual results.

Any forward-looking statements are only made abatdate of this Supplemental Bondholder Report,
and we do not intend, and do not assume any oldigab update forward-looking statements set outhis
Supplemental Bondholder Report. You should intér@k subsequent written or oral forward-looking
statements attributable to us or to persons aotingur behalf as being qualified by the cautiorsiagements in
this Supplemental Bondholder Report. As a resut) ghould not place undue reliance on these forward
looking statements.



CERTAIN DEFINITIONS

“CAGR L

“Cash Conversion R& .......ccoceiveeieiiiiiiieieeeenn,

{CeramMIit-0ON-CeIAMIC.......ceueereenieiieeeieeeereeenaaas

“ceramic-on-polyethylene.........ccccceeeeieeiiinnnnnn.

YCEIAMTEC i

“CeramTe Group” or “Group” .......cccccevueeeunnnnes

“EXisting Debt” .......ovvviiiiiin

“Existing Hedging Agreements........................

“EXISting NOteS"......ccooiiiveeiiicie e

“Existing Senior Facilities Agreemer...............

“Existing Sharehlder Loan” ...........ccccoeeeeeeene..

FTE

HGB o

means compound annigrowth rate

means Management Adjusted EBITDA minus Ca|
Expenditures (net), divided by Management Adjusted
EBITDA,;

refers to the combination of ceramic ball heads
ceramic cup inserts in a hip prosthesis;

refers to the combination of ceramic ball heads a
polyethylene cup insert in a hip prosthesis;

means CeramTec Holding Gmb

means CeramT Holding GmbH together with it
subsidiaries from time to time;

means the financial liabilites oliCeramTe Group
outstanding under the Existing Senior Facilities
Agreement;

means, collectively, ) a letter agreement betwe
CeramTec Service GmbH and Deutsche Bank AG,
London Branch, dated August 8, 2013 and (i) certai
ISDA agreements and further hedging documents legtwe
CeramTec Service GmbH and each of Deutsche Bank AG
London Branch, Royal Bank of Canada, UBS AG and
Goldman Sachs International, dated on or about
September 16, 2013, in relation to certain tranchesge
available to CeramTec Service GmbH under the HExjsti
Senior Facilities Agreement;

means the€306,700,000 85% Senior Notes due 20:
issued by CeramTec Group GmbH pursuant to an
indenture dated August 8, 2013;

means the senior secured credit facilities agregndatec
August 30, 2013, consisting of (i) a senior secuerth
loan facility in the aggregate principal amountugf to
$472,500,000 and €291,300,000 and (ii) a senianredc
revolving credit facility in an aggregate princigahount

of up to €100,000,000 withinter alios Deutsche Bank
Securities Inc., RBC Capital Markets and UBS Seiasi
LLC as joint lead arrangers and joint bookrunners,
Deutsche Bank AG New York Branch as administrative
agent, swingline lender, collateral agent and Lguér
and certain financial institutions as lenders;

means the shareholder loan by the SelleCeramTe,
pursuant to a loan agreement dated August 29, 2013;

means full time equivale;

means the German Commercial C
(Handelsgesetzbugh



HP G e means high performaniceramics

UIFRS” e means International Financial Reporting Standawad
adopted by the EU;

“Industrial” .....ooooieeiii refers to all of ouclustes except medical produc

“LTM Period” .....ccoovvveieiiiiiiiei e means the la twelve-month perio;

“Medical Products............ccovvvvviiiiiiiiiiiieeeeee, refers to our medical producbusines;

“Member State.......ccooovvveeiiiiiiiiiie e, means a member state of the European Economic

“OEM e means original equipment manufactt

“RED e means research and developmr

CTHR e means total hip replaceme

“United Kingdom” or“UK” ..........ccoeevvviiiviiinnnns means _the United Kingdom and its territories
possessions;

“United States” or “U.S........ccccoiviiiiiiiiiie, means t_he United States of America and its teregoanc
possessions;

“we,” “us,” “our” and other similar tern............. means CeramTe Group, except where the cont

otherwise requires.



PRESENTATION OF FINANCIAL INFORMATION

Financial Information

All historical financial information presented ihi¢ Supplemental Bondholder Report is that of
CeramTec and its consolidated subsidiaries. Acogtgi unless otherwise stated, all references te,"vus,”
“our” or the “CeramTec Group” in respect of histali financial information in this Supplemental Bbotter
Report are to CeramTec and its subsidiaries omsatidated basis.

The financial information included in this Supplaerted Bondholder Report was not prepared in
accordance with generally accepted accounting ipteecin the United States (“U.S. GAAP”). There ltbbe
significant differences between IFRS, as appliedubyand U.S. GAAP. We neither describe the diffees
between IFRS and U.S. GAAP nor reconcile our IFRfrfcial statements to U.S. GAAP. The financial
information included in this Supplemental Bondhol&=port is not intended to comply with SEC repuyti
requirements. Compliance with such requirementddvaquire the modification, reformulation or exalen of
certain financial measures. In addition, changesildvdbe required in the presentation of certain rothe
information.

Non-IFRS Financial Measures

In this Supplemental Bondholder Report, we preserthin financial measures that are not recognized
by IFRS or any other generally accepted accouriiples and that may not be permitted to appeathe
face of the financial statements or footnotes tioer€he primary non-IFRS financial measures usethis
Supplemental Bondholder Report include Capital Bxiteres (net), Cash Conversion Ratio, EBITDA,
Management Adjusted EBITDA, Adjusted Cost of saldsijusted Gross profit, Adjusted Selling costs,
Adjusted Research and development costs, Adjusetei@l administrative costs and Adjusted Otherrmeo
and expenses, net and certain leverage and coveatige (our “Non-IFRS Measures”). These non-IFRS
Measures are not audited and constitute alternavormance measures under the European Secuaities
Markets Authority Guidelines on Alternative Perfante Measures.

Our primary Non-IFRS Measures are defined as falow

e “Capital Expenditures (net)” is defined as the spfmadditions to intangible assets and additions
to property, plant & equipment, net of governmeaings;

e “Cash Conversion Ratio” is defined as (i) ManageimAdjusted EBITDA minus Capital
Expenditures (net), divided by (ii) Management Adigd EBITDA;

+ “EBITDA” is defined as net profit for the period foee taxes on income, financial result and
depreciation and amortization;

+  “Management Adjusted EBITDA” is defined as EBITDAfbre certain costs and expenses which
our management considers exceptional or non-regyrsuch as restructuring costs, foreign
exchange conversion effects that are accountedirfoour operating income, additional
contributions to pensions, certain acquisition €@std certain other non-recurring items;

. “Adjusted Cost of sales”, “Adjusted Gross profitAdjusted Selling costs”, “Adjusted Research
and development costs”, “Adjusted General admiaiiste costs” and “Adjusted Other income
and expenses, net” are defined as Cost of salesssGrofit, Selling costs, Research and
development costs, General administrative costs @tder income and expenses, net,
respectively, adjusted for depreciation and amatitth and certain costs and expenses which our
management considers exceptional or non-recurring.

By eliminating potential differences in resultsagferations between periods or companies caused by
factors such as depreciation and amortization nasthisistorical cost and age of assets, financirtycapital
structures and taxation positions or regimes, we\ee EBITDA, Management Adjusted EBITDA, Adjusted
Cost of sales, Adjusted Gross profit, Adjusted iBgllcosts, Adjusted Research and development costs,
Adjusted General administrative costs and Adjugietler income and expenses, net can provide a useful
additional basis for comparing the current perforogaof the underlying operations being evaluateé W
believe a presentation of Capital Expenditures) @etl Cash Conversion Ratio is useful to assesiquidity.



For these reasons, we believe that our Non-IFRSsMea and similar measures are widely used byigerta
interested parties as supplemental measures airpefice and liquidity.

Our Non-IFRS Measures and ratios are not measuteréour performance or liquidity under IFRS
and should not be considered in isolation or asratives to performance measures derived in aanogdwith
IFRS or any other generally accepted accountingcjpies. Each of our Non-IFRS Measures is defined a
reconciled to its closest comparable IFRS measbue.Non-IFRS Measures may not be comparable ta othe
similarly titled measures of other companies, @sati@ompanies calculate these financial measorése same
manner, and have limitations as analytical toold simould not be considered in isolation or as atgube for
analysis of our operating results as reported utielR6. Some of the limitations of Non-IFRS Measunes
that:

» they do not reflect our cash expenditures or futteguirements for capital investments or
contractual commitments;

« they do not reflect changes in, or cash requiresiemt our working capital needs;

« they do not reflect the significant interest exmgems cash requirements necessary to service
interest or principal payments on our debt;

» they do not reflect any cash income taxes that as Ipe required to pay;

» they are not adjusted for all non-cash income qgoemse items that are reflected in our
consolidated statement of comprehensive income;

+ they do not reflect the impact of earnings or chargesulting from certain matters we consider
not to be indicative of our ongoing operations;

e assets are depreciated or amortized over diffeegtgnated useful lives and often have to be
replaced in the future, and these measures do efleictr any cash requirements for such
replacements; and

»  other companies in our industry and analysts miytse these measures differently than we do,
limiting their usefulness as comparative measures.

Because of these limitations, as well as furth@itditions discussed above, our Non-IFRS Measures
should not be considered in isolation or as a gubstfor performance measures calculated in aecarel with
IFRS. You should compensate for these limitatioysrélying primarily on our consolidated financial
statements and using these Non-IFRS Measures appyesnentally to evaluate our performance.

The financial information for the last twelve-morgkriod (“LTM Period”) to September 30, 2017 is
unaudited and has been calculated by adding th&dited condensed consolidated financial informattorthe
nine months ended September 30, 2017, derived thermterim financial statement or the Group’s aecting
records or management reporting and the histdiicahcial information for the year ended Decembkr 216,
derived from the audited financial statements er@roup’s accounting records or management regorind
subtracting the unaudited condensed consolidateshdial information for the nine months ended Septr
30, 2016, also derived from the interim financi@tements or the Group’s accounting records or gemant
reporting. The financial information for the LTM fRed to September 30, 2017, has not been audited or
reviewed by our auditors, is not required by orsprged in accordance with IFRS or any other geyeral
accepted accounting principles and has been pregardllustrative purposes only. This informati not
necessarily representative of our results of opmratfor such a period or any future period or éngncial
position at any past or future date.

Rounding

Certain numerical figures set out in this SuppletaleBondholder Report, including financial data
presented in millions or thousands and percentdiga® been subject to rounding adjustments ana rasult,
the totals of the data in this Supplemental BondéroReport may vary slightly from the actual ari#tio totals
of such information. In addition, as a result otlsuwounding, the totals of certain financial inf@ton
presented in tabular form may differ from the imfation that would have appeared in such totalsgutie
unrounded financial information. Percentages anoumts reflecting changes over time periods relatmg



financial and other data set forth iM&nagement’s Discussion and Analysis of Financiahdition and Results
of Operations are calculated using the numerical data in thesotidated financial statements of CeramTec

contained in this Supplemental Bondholder Rep@stapplicable, and not using the numerical datahan t
narrative description thereof.



TRADEMARKS AND TRADE NAMES

The CeramTec Group owns or has rights to certaidetnarks, trade names or service marks that it
uses in connection with the operation of its busindhe CeramTec Group asserts, to the fulleshiexteler
applicable law, its rights to its trademarks, tradenes and service marks. Each trademark, trade mam
service mark of any other company appearing in $upplemental Bondholder Report belongs to its drold
The trademarks which CeramTec Group owns or hasigie to use include, among others, BIOLOX®,
PERLUCOR®, CeramCool®, SPK®, Ceramdisc®.

Solely for convenience, the trademarks, trade naanescopyrights referred to in this Supplemental
Bondholder Report are listed without the TM, ® @dymbols.
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RISK FACTORS

Any of the following risks, individually or togetheould materially adversely affect our business,
financial position, results of operations and prests. This section describes the risks and uncgitai that we
believe are material, but these risks and unceti@nmay not be the only ones that we face. Additidsks
and uncertainties, including those of which we emerently unaware or those which we deem immatenely
also result in decreased sales, assets and cagiws)fincreased expenses, liabilities or cash owsfl or other
events that could have a material adverse effeabwrbusiness, financial position, results of opienas and
prospects. The order in which the risks are presgrdoes not necessarily reflect the likelihood hefirt
occurrence or the magnitude of their potential iwtpan our business, financial position, resultopérations
and prospects.

Risks Relating to Our Business and Industry

If there are new entrants in the hip joint implanmharket, the level of competition for our key custers and
for us may increase in the future and our profitdlty may be impacted.

The majority of our EBITDA is derived from salesafr ceramic components for hip implant systems.
In addition, a significant part of our growth invemue and EBITDA in recent years has been dueawthrin
our Medical Products business. Because the mavkéig joint implants is expected to grow steadihd due to
high profit margins in this market, new competitoray aim to enter this market. For example in 2046, of
our competitors received FDA approval for theirazeic ball head products and these competitors malye
future gain market share in the U.S., Europe, Asi@lsewhere. We are also susceptible to changésein
market dynamics of the industry in which our Metlieeoducts customers operate. For example, theyebma
further consolidation in the medical implant indydollowing the merger of Zimmer and Biomet whiotay
impact our revenue. As a consequence, we mighabedfwith price pressure which could result in lowe
revenue and could particularly impact our margineiur Medical Products business and for our Growguadl.
As a result, our results of operations, financiahdition and cash flows could be materially andezsely
affected.

We rely on a limited number of large customers, frarticular in our Medical Products business, for a
significant part of our revenues and our businessichresults of operations may be materially adveysel
affected if our relationship with any of our key stomers deteriorates or ends.

We depend on a limited number of large customeas ¢bntribute a significant share of our total
revenue, in particular in our Medical Products bass. The customer base for our hip joint implantsghly
concentrated. In 2016, the top four Medical Proslectstomers made up 56% of the business groupehuev
and the top ten customers accounted for 79% ofntexeThe four main orthopedic implant OEMs, Zimmer
Biomet, DePuy, Smith & Nephew and Stryker togetiere a market share of more than 60% in the wodewi
market for hip joint implant systems and custom@roentration has further increased following thegae of
Biomet and Zimmer in 2015. As a result, these n@fitMs have considerable pricing power. For example,
2015 and 2016 we faced pricing pressure as a rekthie merger of Biomet and Zimmer, which resulired
uniform prices for the merged entity at the low esfdprevious prices. Any further consolidation inro
customer base for hip implant products could resulfurther pricing pressure which in turn couldvbaa
material adverse effect on our results of operatifinancial condition and cash flows.

We maintain good and long-standing customer relaligps with each of the top four orthopedic hip
implant OEMs. If our relationship with one or mareour largest customers deteriorates or if wettaixtend
our contractual relationships with any of our kexstomers at favorable terms, or at all, this ccudge a
material adverse effect on our results of operatifinancial condition and cash flows.

We do not have long-term contractual arrangementshasome of our customers and depend on continuous
technological innovation and successful commerciaitroduction of new products to retain existing
customers or attract new ones.

Although we have decades-long relationships withnymaf our key customers, they are often
commercial relationships and we do not have longrteontracts with them. With some of our customeres,
have short-term contracts that will soon expiradf renewed. We believe that our customers areasingly
looking for strong, long-term relationships with faw key suppliers that help them improve product
performance, reduce costs, or support new prodexetidpment. This is largely due to our customeegds for
tailored products that very often require jointelepment efforts. However, even in cases whereoagewelop
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a product with a customer, it will be for one apation only. If our customer develops or upgradpsaauct or
process, we need to offer a newly tailored produegting our customer’s new specifications. This mesyire

us to invest more in research and development andctease marketing costs so that we can stremgthe
existing customer relationships as well as attresstr customers. If our key competitors are ablentmvate
faster, spend more on R&D, or generally developrietogy for ceramic products or comparable prodfroms
substitute materials more cost effectively or withhigher quality, our customers may opt to workhwaur
competitors instead of us. Inability to keep keytomers and failure to attract new customers dua to
perceived lack of innovation could materially affetir reputation which would further reduce ourligbto
compete.

We believe that product quality, product specifima$, innovation and customer service are key
competitive factors for our business. If we arehlado develop, produce or market our productscéffely to
our existing or new customers, we may lose keyotnets or fail to acquire new customers. As a resuwit
results of operations, financial condition and clahvs could be materially and adversely affected.

Some of our manufacturing processes and facilitiemd medical customers are subject to extensive
regulation under applicable law, by the FDA or byther governmental agencies. Changes in these
regulations or failure by us or our customers toroply with them could adversely affect our business.

Regulatory requirements for our medical producte@lsas components for such medical products are
complex, costly and far reaching. Any failure tangdy with them could subject us and/or our custa@rter
fines, injunctions, civil penalties, lawsuits, ribea seizure of products, total or partial suspen®f production,
denial of government approvals, withdrawal of méng approvals and criminal prosecution. Any ofshe
actions could adversely impact our revenue, undengoodwill established with our customers, damage
commercial prospects for our products and matgreaild adversely affect our results of operatiorisb&ly,
our products are marketed in more than 65 courinelseach of these countries may regulate our ptedund
processes differently.

In the United States, the manufacture and suppbuofceramic ball head and cup inserts for hiptjoin
prostheses systems is subject to the FDA's Qudiygtem Regulation, which imposes current Good
Manufacturing Practice requirements on the manufacbf medical devices. While we have successfully
passed FDA audits and audits by our customerseipaist, there can be no assurance that we wilineanto do
so in the future. In addition, our medical devicstomers to whom we supply our ceramic ball heatlcup
inserts are subject to FDA regulation, includingrmparket approval and post market compliance rempeings of
their hip joint prostheses systems.

In the EU, our medical products are required to ggmwith the essential requirements under the EU
Medical Devices Directive. Compliance with thesquieements entitles our customers to affix a CEkmar
their medical devices verifying that the productsetnEU safety, health or environmental requiremefss
implantable devices for hip joint prostheses, owdital products are considered high risk medicaicde
falling within Class Ill. Our customers thereforavie to undergo a recurring conformity assessmetepure
including stringent audits by a so called “notifieddy”. Unless our customers successfully compleie
conformity assessment, they do not have the rigleatry the CE mark. Without the CE mark, the cusis’
medical devices cannot be commercialized in theofi@an Union. Compliance with relevant regulatians i
monitored by the respective authorities of EU manst&tes.

In addition, the EU legal framework for the comnialization of medical products has recently
changed with the Medical Devices Regulation hawogie into force in April 2017, with transition peds
ending in May 2020. This new regulation, inter alignerally increases standards applicable to caritfp
assessment procedures and requires more stringeting by notified bodies when conducting auditée are
still evaluating the impact of the Medical Devidesgulation on our products and may need to indditianal
costs and undertake increased efforts in ordeonitircue to comply with this requirements in theufet

The FDA may take three years or longer to grantnpr&et approval of our customers’ new medical
devices, if at all. European conformity assessnpentedures are equally challenging and time consgimi
Further, our competitors may seek pre-market aggprfov products that compete with our medical peiddor
ceramic hip joint prostheses. At any time, our aomrs’ total hip prostheses systems may be witharfaem
the market either voluntarily by our customers ®raaesult of the FDA'’s or a foreign equivalentishdrawal
of marketing approval or removal of such productsd number of reasons including safety, currenvdso
Manufacturing Practice or Quality System Regulatmoblems with our products or our customers’ final
products. For example, a customer initiated a walynrecall in August 2010 of its hip implant systeAny
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such regulatory action could significantly impacr sevenue and may have a material adverse effecuo
financial position and results of operations.

If our customers fail to obtain and maintain necemy governmental approvals or clearance for medical
devices which include our products, they may be bleato market and sell our products in certain
jurisdictions.

Medical products such as ours and the hip joinstheses systems of our customers are extensively
regulated by the FDA in the United States and byiofederal, state, local and foreign authoritigsecifically
in the United States, our customers’ hip joint fiteses systems have obtained premarket approvdlA("Por
premarket clearance (commonly referred to as ttkyIprocess) from the FDA. Governmental regulaion
relate to the testing, development, manufacturiaeling, design, sale, promotion, distribution,piorting,
exporting and shipping of our products. We cansstee you that any regulatory clearances or aplsosither
foreign or domestic, will be granted for our keydioal customers’ new products that include our potslon a
timely basis, if at all. If our key medical custammere unable to obtain regulatory approvals careleces for
use of their medical devices, the commercial siscoésur products could be limited. Regulators ralsg limit
the claims that we or our customers can make ahouproducts.

Approval processes differ in the United States,oRar Asia and other jurisdictions and the appraval
the U.S. or any other single jurisdiction does gusdirantee approval in any other jurisdiction. Qbtaj foreign
approvals for our customers' medical devices cadlve significant delays, difficulties and codts our
customers, which could adversely affect the comialkesaccess of our products.

If the FDA or any other regulatory authority doex provide approval or clearance for our customers’
medical devices, due to deficiencies of our prasluectany other component used in our customersicakd
devices, our customers may no longer be able t&ehaneir medical devices in their markets or magnre
choose to switch to another supplier. As a resuit,results of operations, financial condition aragh flows
could be materially and adversely affected.

We and our customers are required to pass inspeciad to comply with applicable regulatory
requirements in order for our customers to contiougell their hip joint prostheses systems. Anlpfa to pass
an inspection or to comply with regulatory requiegrs could adversely impact our operations thraugbcall
or seizure of products, an issuance of warningretand operating restrictions or the suspensioewarcation
of the authority necessary for the production ¢e s& hip joint prostheses systems. In addition,ceeld incur
substantial remediation costs. Any one of thesei@#vevents, even if it does not involve our presldeectly,
could result in a material adverse effect on ogults of operations, financial condition and cdshvs$.

Our medical products may cause or contribute to atke medical events that our customers are required
report to the FDA. The discovery of serious safesgues with our medical products, or a recall, eth
voluntarily or at the direction of the FDA or anottr governmental authority, could have a negativepact
on us.

Some of our customers are subject to the FDA's oaddievice reporting regulations and similar
national and international regulations, which reguhem to report to the FDA when they receive exdme
aware of information that reasonably suggests ttheit medical devices may have caused or contribtdea
death or serious injury or severely malfunctionaf. also have a contractual obligation to inform customers
if we become aware of any of our products exhibitiverse medical effects. If any of our custonfieitsto
comply with their reporting obligations, includiag a result of our failure to timely report any exbe medical
effects of which we become aware, the FDA coule tagtion, which could result in civil penaltiesasiminal
prosecution, revocation of our customers' devi@arelnce or seizure of their products. This in tooold
adversely affect our reputation as well as our pcodales.

The FDA and other national regulatory bodies hake tuthority to require the recall of
commercialized products in the event of materidicisncies or defects in design or manufacture pfeduct
or in the event that a product poses an unacceptei to health. The FDA’s authority to requireeaall must
be based on a finding that there is reasonableapilily that the device could cause serious inpurgeath. We
or our medical customers may also choose to vdlimtacall a product if any material deficiencyfmund. A
government-mandated or voluntary recall by us eramstomers could occur as a result of an unadoieptisk
to health, component failures, malfunctions, macufang defects, labeling or design deficienciesckaging
defects or other deficiencies or failures to compith applicable regulations.
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A recall announcement could harm our reputatior witstomers, potentially lead to product liability
claims against us and negatively affect our sales.

The existence of adequate coverage and reimbursereeimportant for the sales of our products. Inageate
coverage and reimbursement policies and changehéalth care reimbursement systems in the U.S. and
elsewhere could reduce our revenues and profitaili

Sales of medical devices largely depend on the ln@isement of patients’ medical expenses by
government health care programs and private héadtlrers. Without the financial support of governine
reimbursement or third-party insurers’ payments datient care, the market for our medical custohtes
joint prostheses systems, and in turn, our progduglisbe limited.

In the United States and in certain other jurisditg, there have been a number of legislative and
regulatory reforms that have changed the regulaamy healthcare systems in ways that could impact o
ability to sell our products profitably. For exampin March 2010, the Patient Protection and Affdnld Care
Act, as amended by the Health Care and EducaticoriRéiation Act of 2010 (collectively, the “Affoable
Care Act” or the “ACA")) was enacted, which signditly impacted the medical device industry in theted
States. Among other things, the Affordable Care iAkqtosed an annual excise tax of 2.3% on any etfiéy
manufactures or imports medical devices offered dale in the United States, with limited exceptjons
beginning in 2013. However, this excise tax wasssghently suspended by the U.S. Congress for niedica
device sales during calendar years 2016 and 20Sera further Congressional action, this excisevigixbe
reinstated for medical device sales beginning Jsua2018. In addition, the Centers for Medicardé&dicaid
Services, the Federal agency responsible for adtenmg the Medicare program, establishes paynesetd for
hospitals and physicians on an annual basis, wtdohincrease or decrease payment to such enfitiesACA
also established a new Patient-Centered OutcomesaRsh Institute to oversee and identify priorities
comparative clinical effectiveness research inféorteto coordinate and develop such research,caadted an
independent payment advisory board to submit recemdaations to reduce Medicare spending if projected
Medicare spending exceeds a specified growth @tieer legislative changes have also been propasdd a
adopted since the Affordable Care Act was enaethdh include, among other things, reductions talidare
payments to providers, as well as changes madditgarty payors to the reimbursement amountsaind/
payment methodologies used to determine such amoany of which could have a negative effect ors¢ho
selling products to hospitals, ambulatory surgemters and surgeons, including medical device nzentwrfers.
Any reduction in such payment amounts could rasuteduced demand for our products or additionaliny
pressures. In addition, numerous proposals thatdwafiect the U.S. healthcare system have recdrgbn
introduced in Congress, including material modifimas to or repeal efforts of the Affordable CaretAWe
cannot predict at this time the full impact of tA€A, or any U.S. legislation enacted in the futare our
revenues, profit margins, operating cash flows i@sdlts of operations. We expect that governmemilation
and third-party coverage and reimbursement poligidscontinue to limit the amounts that federaldastate
governments and other third-party payors will pay liealthcare products, which could adversely ihpac
business, financial condition, results of operatiand prospects.

Internationally, medical reimbursement systems \&gpificantly from country to country, with some
countries limiting medical centers’ spending thriodiged budgets, regardless of the levels of patimatment,
and other countries requiring application for, agproval of, government or third party reimbursemen
Uncertainties regarding future healthcare poliegidlation and regulation, as well as private mapkactices,
could affect our customers’ ability to sell theiphmplant system in commercially acceptable qusastiat
profitable prices and therefore could also impastrevenues, profit margins, operating cash flond gesults
of operations.

Due to the nature of our business and products, nvay be liable for damages arising out of produdbility
claims.

The sale of our products involves the risk of padliability claims. We have been named as
defendants in numerous product liability lawsuitsEurope, substantially all of which alleged vasiaaims
against our ceramic hip joint components and, & plst, we were named in lawsuits in the UnitedeSta
relating to broken artificial hip joints.

In addition many of our products are integrated mir customers’ products, and we may be requested
to participate in or share in the costs of a prodecall conducted by a customer. For example, upply
products to customers in the automotive industrnthke event one of these customers conducts a groetall
that it believes is related to one of our produais,may be asked to participate in or fund in whalén part
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such a recall. Our customers often require us present that our products conform to certain prbduc
specifications provided by our customers. Any falto comply with such specifications could resultlaims
or legal action against us.

We are unable to estimate our exposure, if antheé@mbove-mentioned lawsuits at this time. While we
do not believe we have any material liability asstaxl with our current litigation and that our psions for the
lawsuits will be sufficient, there can be no assoeathat we will not be exposed to material lizilWe may
be subject to future claims with regard to thesiésssor others like them and we may not be ablevica
significant product liability exposure. In additicany such claims may be costly to defend. Whileweéntain
insurance against product liability claims, thisurance is limited to €100 million and there cambessurance
that a claim will be covered. A successful prodiadiility claim or series of claims against us f@nich we are
not otherwise indemnified or insured could matérielcrease our operating costs or prevent us featisfying
our financial obligations. We may not have sufintieash flow from operations or assets to pay grjueht
resulting from a product liability claim or produpecall, if any, for which there is inadequate iasice
coverage. Any such judgment or product recall condderially increase our operating costs or preusritom
satisfying our financial obligations and materiaigversely affect our results of operations, financondition
and cash flows. Additionally, lawsuits relatingaiteged deficiencies in our medical products, Sedly our
ceramic hip replacement components, could matgiialpact our reputation as a manufacturer of higality
ceramic components and could lead to the lossofustomers’ FDA approval for hip implants thatlude our
ceramic components or the loss of other regulaapprovals in other jurisdictions and could prevendelay
approvals for future products that include our odcacomponents. As a result, our results of openati
financial condition and cash flows could be matbriand adversely affected.

Our business performance is impacted by global emoit conditions, specifically in Europe (including
Germany), and, by conditions in the end markets sesve.

With the exception of Medical Products, our busiissgenerally significantly affected by changes in
the overall global economy and, in particular, exoit conditions in Europe. In 2016, our operationEurope
(Germany, France, Italy, Spain and the UK) togetttmounted for 69.7% of our total revenue, with r@sry
accounting for 27.0% of our total revenue. Follayithe credit crisis in 2008 and 2009 and the Ewope
sovereign debt crisis in 2012 and 2013, GDP gromwtiany of our main markets has remained subduedrfo
extended period of time and debt levels remain ifsigmtly higher than they were before 2008. Future
developments are dependent upon a number of @dlaied economic factors, including the effectivenes
measures by the European Commission and EU mertdies $0 address debt burdens of certain couritries
Europe, the overall stability of the eurozone, fhiire relationship between the United Kingdom ahd
European Union and the future situation in Spaith wespect to Catalonia’s declaration of independdn
October 2017.

In addition, the automotive, electronics, consiorctand other industrial end markets we serve are
cyclical, and both general macroeconomic and dédors beyond our control could reduce demand faom
one of these markets for our products. Demanddompooducts is significantly affected by the busmeuccess
of our OEM customers as well as end users thathpges products from those OEM customers. For example
weak economic conditions could depress new cas,sadgjatively impacting our automotive customérsteby
reducing demand for our ceramic components in aobdes and engines. Similarly, reduced global entno
activity could hinder global industrial output, whicould decrease demand for our ceramic cuttiotg @nd
textile components. General economic or industeesjic downturns could have a material adverseceffa
our results of operations, financial condition @agh flows.

If we are not able to continue our technologicalnovation and successful commercial introduction néw
products, our profitability could be adversely atfed.

Some of the industries and end markets into whiels&ll our products experience rapid technological
change and product improvement. Manufacturers @ high performance ceramics business periodically
introduce new generations of products or requing technological capacity to develop customized pobsl
Our products could become obsolete sooner thanxyece and be replaced by a new solution, product or
material. For example, an alternative treatmenhifo joint replacement for osteoporosis patientsladue
developed or new products that we are currentleldging for knee and shoulder implants may nothahe
market according to our current planned timelinarttfermore, the penetration of our hip implant rhse
components might not grow as expected due to téohical improvements of PEEK inserts, surgeon
preferences, or any other real or perceived isselaged to Ceramic-on-Ceramic hip implants, sucluadible
squeaking. In the past several years a substgaralof our revenue was driven by components winehe
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newly introduced to the market or modified for neustomers. Revenue from products that were eitbefyn
developed and introduced, materially modified émgstproducts or products modified for sale to a new
customer less than five years before the relevanbg represented approximately 25 to 30% of otal to
revenue in the last five years.

Our future growth will depend on our ability to gguthe direction of the commercial and
technological progress in all our key end marketd apon our ability to fund and successfully depelo
manufacture and market products for our OEM custsméo compete in such changing end markets. We wil
have to continue to effectively identify, developarket and in certain cases, secure regulatoryosppfor,
innovative products on a timely basis to replacerdrance existing products. Because of the leraytldycostly
development process, technological challenges @atetise competition, we cannot assure you that &rlyeo
products and/or technology we are currently devetppor could begin to develop in the future, aitalwne or
with third parties, will result in a technicallyable product and achieve substantial commerciaessc

If we fail to keep pace with the evolving technaotzg innovations in our end markets on a compaetitiv
basis or our product pipeline fails to meet expemta, our results of operations, financial coratitand cash
flows could be materially and adversely affected.

We are subject to intense competitive pressuresawveral of our Industrial end markets.

Our Industrial business operates in a fragmentelddcampetitive industry with many players in niche
applications. We face substantial competition froor primary competitors, but also from many other
international, national, regional and local comioesi of various sizes. Competition is particulaniense in the
automotive and several niche industrial end markéiere product-oriented competition is acute. Masio
competitors such as 3M Company or Kyocera are fldtgen us and have greater financial resourceserOth
competitors are smaller and may be able to offaerspecialized products.

As such, we face substantial risk that certain esyeimcluding new product development by our
competitors, changing customer needs, productiorarems for competing products or the replacement of
ceramic products with products made from diffemeaterials could result in declining demand for products
and reduce our market shares as our customershsawitsur competitors’ products or undertake to nfiacture
such products on their own. In particular, incregstompetition from competitors in Asia may leaddwer
prices for our products. Our failure to effectivalgmpete or increased use of substitutes for HR@yots
could result in a material adverse effect on ogults of operations, financial condition and cdshv$.

As a global business, we are exposed to local bessrrisks in different countries.

We have significant operations in many countriegjuding manufacturing facilities, research and
development facilities, sales personnel and cust@upport operations. Currently, we operate faeditin
countries such as Germany, the United States, IBtadia, China, Czech Republic, Malaysia, MexiBoland,
South Korea, and the United Kingdom. Our produntsadso distributed, directly or indirectly, in neahan 65
countries and we believe that underlying demandidetof Europe drives approximately 40% of our nexe
Our operations are affected directly and indirebthglobal regulatory, economic and political cdiwhis. Thus,
we are exposed to a range of factors that we caeasity influence and that could have an impacioon
business activities in these countries. Theserfadabalude the following:

. political, social, economic, financial and markettability and volatility;

. foreign currency controls and foreign currencgtenge volatility;

. changes in government policies and regulatiorisiperfect application of such regulations;

. trade regulations affecting production, pricimglanarketing of products;

. inadequately developed and inconsistent legalaaministrative systems, which can lead, for

example, to the inadequate protection of intell@ciproperty rights or can jeopardize the
enforcement of receivables and other claims;

. burdensome taxes and tariffs and other tradécbsyr

. managing and obtaining support and distributmmidcal operations;
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. increased costs and availability of raw materimisportation or shipping;

. credit risk, financial conditions and compliarregk of local customers, distributors and other
agents;

. increased risk of fraud and corruption; and

. the risk that regulations will become less fatbbego our business.

We may not succeed in developing and implementoigips and strategies to counter the foregoing
factors effectively in each location where we daibass. Our failure to do so could limit our agilio sell
products, compete or receive payments for prodigttsin such locations. As a result, the foregaisks could
have a material adverse effect on our results efaipns, financial condition and cash flows.

Price increases or interruptions in the supply ciw materials could have a significant impact on oability
to sustain and grow earnings.

Our manufacturing processes consume significantuatsoof raw materials, the costs of which are
subject to worldwide supply and demand as well therdfactors beyond our control. All raw materiakts
constituted approximately one third of our cospajducts sold. Because the properties we requore dur raw
materials are highly specific and the propertietheke raw materials reflect their manufacturingcpsses, as
well as the specific properties and distinctiverekteristics of their precursors, we typically sssueach type of
raw materials only from a single supplier. We hedentified more than one suitable raw material eppnly
in the case of a few specific raw materials. Wepkagditional safety stock for any single-sourced maaterial,
such as lead oxide and titanium dioxide, and @k management monitors critical suppliers, butetwm be
no guarantee that our stock will be sufficient e tcase of supply chain disruptions. Supplier dépac
constraints, supplier production disruptions or tihavailability of certain raw materials could riéso supply
imbalances that may have a material adverse effeaur results of operations, financial conditiancash
flows.

We generally purchase raw materials based on swggoyements, in which prices are fixed for no
longer than 12 months. As a result, we may be stubjefluctuations in raw materials prices. Thdsetfiations
limit our ability to accurately forecast future rawaterial costs and hence our profitability. Ourligbto
increase the prices of our products in order te{oesany increases in raw materials costs to ostomers is
dependent upon our contractual arrangements ambm®io conditions. If we are not able to fully offsae
effects of higher raw materials costs, our finah@aults could deteriorate.

Fluctuations in energy costs could have an advee$tect on our results of operations.

Energy purchases in 2016 constituted approxim&®#yof our cost of sales. Energy prices have been
volatile in the past and may increase in the futlilectuations in the price of energy limit our lapito
accurately forecast future energy costs and comslyuour profitability. Our management expecteleity
costs in Germany to increase over the coming y&ising energy costs may increase our raw mateostls
and negatively impact our customers and the denfanttheir products. These risks will be heighterifedur
customers or production facilities are in locatiageriencing severe energy shortages. If energpepr
fluctuate significantly, or we experience severergg shortages, our business or results of opesatitay be
adversely affected.

Our operations may be disrupted by accidents, emépt malfunctioning or other unexpected events amat
complex manufacturing process may lead to produnturtailment or shutdowns.

If one or more of our production facilities were doffer a serious accident, breakdown, equipment
malfunction or other unexpected events, a partuofpsoduction capacity could be jeopardized and sales
would be materially adversely affected until weaiepd or found a replacement for any such facaitg/or
machinery. While we maintain insurance to covepprty damages and other material damages, depeaning
the risk and type of asset or property insured,lasses related to a serious accident, equipmelfiumedion or
other unexpected event could exceed the amourti®fcoverage. Further, any interruption in our jpiaithn
capabilities, generally, will inevitably increasergroduction costs and reduce our sales and egrior the
affected period. Moreover, any interruption in prodon capability may require us to make signiftceapital
expenditures to remedy the problem, which coulcelmmegative effect on our profitability and casws$. We
may sustain a loss in revenue in excess of anywee@s we make under our business interruptionramse
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coverage. In addition to such revenue losses, letegm business disruption could result in a Idssustomers,
which could have a material adverse effect on esults of operations, financial condition or cédsi§.

In addition, the refurbishment or reconstructioranf/ of our production facilities or the constroanti
of new facilities could be subject to regulatoryegval in the jurisdictions in which they are loedt which
could result in significant delays in the resumptad product manufacturing. If any of the abovésisvere to
materialize, it could have a material adverse effecour business, financial condition and resofitsperations.

The insurance we maintain may not fully cover albfential exposures.

While we maintain product liability, property, bosss interruption and casualty insurance, such
insurance may not cover all risks associated withdperation of our business and may not be sefficio
offset the costs of any losses, lost sales or asa@ costs experienced during business interrugtieor some
risks, we may not obtain insurance if we believe ¢bst of available insurance is excessive relatéde risks
presented. As a result of market conditions, premiand deductibles for certain insurance policgsincrease
substantially and, in some instances, certain arste policies may become unavailable or availablg for
reduced amounts of coverage. As a result, we mapeable to renew our insurance policies or peather
desirable insurance on commercially reasonable steifnat all. Losses and liabilities from uninsured
underinsured events and delay in the payment afamge proceeds could have a material adverse effeaur
financial condition and results of operations.

Unless we maintain operational efficiency and mamgturing quality, our future profitability could be
adversely affected.

HPC products involve highly complex processes atlire precise, high-quality manufacturing and
significant know-how. A significant portion of oyaroducts is subject to intense end use conditiomishagh
performance requirements, such as high temperatwesr and corrosion. Achieving precision and duali
control requires skill and diligence by our perseiniVe continuously modify operational processeanreffort
to improve efficiency, performance and productidelds. Defects or other difficulties in the manutaing
process can lower yields. Our operational efficiemdll be an important factor in our future profiility, and
we may be unable to maintain or increase our efficy level to the same extent as our competitorsost-
effectively manufacture in accordance with necgsgaality standards, which would materially advérsdfect
our results of operations, financial condition @agh flows.

Compliance with extensive environmental, health asdfety laws could require material expenditures or
changes in our operations.

Our operations are subject to extensive environahetiealth and safety laws and regulations at
national, international and local levels in numergurisdictions. In addition, our production fatiés and a
number of our distribution centers require operarermits that are subject to renewal. The natfireuo
industry exposes us to risks of liability under sthdaws and regulations due to the productionagr
transportation, disposal and sale of materialsdhatcause contamination or personal injury ifaség into the
environment. In 2016, our capital expendituresstfiety, health and environmental matters were @lll®n.

Compliance with environmental laws such as air sioisor water protection laws generally increases
the costs of manufacturing, the cost of registrééipproval requirements, the costs of transportatiad storage
of raw materials and finished products, as wethascosts of the storage and disposal of wastes¢auid have
a material adverse effect on our results of opanatiWWe may incur substantial costs, includingsjrdamages,
criminal or civil sanctions and remediation costis,experience interruptions in our operations,iatations
arising under these laws or permit requirementseadisas in connection with subsequent orders, tiledrawal
or revocation of permits and the renewal of pernfitsthermore, environmental laws are subject ange and
have tended to become stricter over time. Thisifiqularly the case with regard to changes in egtion with
the Industry Emissions Directive (Directive 2010E8) and subsequent national legislation by EU mamb
states transforming this directive which imposeditamhal and stricter obligations such as furthpedfied
basic obligations, notification obligations of tirestallation operator and stricter emission thré&shoSuch
changes in environmental laws or their interpretator the enactment of new environmental laws|dcoesult
in materially increased capital expenditures andpl@nce costs.

In addition, the discovery of contamination arisingm historical industrial operations at some of o
former and present properties has exposed us, rartbei future may continue to expose us, to cleanup
obligations and other damages. For example, sdilgaoundwater contamination is known to exist ai oiour
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current facilities and one site formerly owned lsy As of December 31, 2016, we have provisionsigefor
environmental risks in the amount of €0.4 millidthere can be no assurance that these provisiohdevil
sufficient to fund our portion of any clean-up &ost

We could be required to repay public subsidies args if specified conditions are not met.

We have in the past and may in the future from timé&me receive subsidies or grants from public
bodies, which are usually subject to our complianite the conditions set by the relevant body piowj such
grant or subsidy. For example, we have receivedidigs from a public body in Germany in relationthe
capacity expansion at our Marktredwitz facility. eTBubsidy amounted to €7.3 million in total, of efhiwe
received €6.1 million in 2014, €1.1 million in 20a6d €0.1 million in 2016, and was calculated gyrélevant
authority based on the expenditures undertakensby velation to the expansion project in MarktrédwThe
subsidy is subject to certain conditions, suchhascteation and maintenance of a certain numbpermhanent
jobs until the end of 2020. Prior to expiry of tipiriod, we will be required to confirm in writinthat we have
created and maintained the required number of penteemployees. If these and certain other comditare
not met, we could be required to repay the subsidie have received. If we fail to meet the condgifor this
or any other public subsidy or grant, which we megeive from time to time, and are forced to repanpunts
received under such subsidy or grant, this coule: llamaterial adverse effect on our financial cthowli cash
flows and results of operations.

We may have only limited protection for our intetieial property and know-how and if it were copieg b
competitors, or if they were to develop similaréfiectual property independently, our results of erptions
could be negatively affected.

Our success depends significantly upon our akitityprotect and preserve our intellectual property
rights and technological know-how and expertisel(iding, in particular, in our Medical Products imess).
Though we have a large number of patents, we rebt fmeavily on our manufacturing expertise as &dyaio
entry which is not a legally protected right. Wendact research and development activities witrdtpiarties
and co-develop certain intellectual property. Tloefitlentiality and patent assignment agreementh witr
employees and third parties to protect the confidbty, ownership and use of intellectual propentpy be
breached, may not be enforceable, or may providmifat ownership or ownership by a third party.dddition,
we may not have adequate remedies for a breadtelgther party, which could adversely affect oteliactual
property rights. The use of our intellectual prapeights or intellectual property similar to ol others or our
failure to protect such rights could reduce or @lae any competitive advantage we have develgubdbrsely
affecting our revenue. The steps we take to prabectintellectual property, including patents, pietary
technology and trademarks, may not be successéuhay be challenged by third parties. For exangiee
2015 we have been involved in a series of legatgedings against C5 and Metoxit in Germany, theddni
States and France in relation to our trademarkstHer distinctive pink color of our ceramic hip irapt
component BIOLOX delta, in respect of which we imed significant expenses. If we must sue to ptptec
defend or enforce our intellectual property riglaisy suits or proceedings could result in signiftceosts and
diversion of company resources and managementiatieand we may not prevail in such action. Initdd, a
failure to obtain and defend our trademark redising may impede our marketing and branding effartd
competitive position. Our inability to protect auatellectual property rights could have a mateaidverse effect
on our competitive advantage or our ability to teemnovative solutions for our customers, whicHl wi
adversely affect our revenue and our relationshiitls our customers. As a result, our results ofrapens,
financial condition and cash flows may be mateyialiversely affected.

If we are sued for infringing intellectual propertyights of third parties, it will be costly and tiexconsuming,
and an unfavorable outcome in any litigation woulthrm our business.

We cannot assure you that our activities will notintentionally or otherwise, infringe on the pagen
or other intellectual property rights owned by ethéVNhile intellectual property litigation is notgvalent in
most of our end markets presently due to the nidtere of the applications and products, as cotiqeti
increases, such as in the medical end market,ithe markets in which we operate may become |Pepted
markets. We may spend significant time and effad scur significant litigation costs if we are tégd to
defend ourselves against intellectual propertytagttaims brought against us, regardless of whdtteeclaims
have merit. We may also be required to cease dewvelot, use or sale of the relevant products orgss®s, or
we may be required to obtain a license on the tksprights, which may not be available on commédicia
reasonable terms, if at all. If we are found toéhmdringed on the patents or other intellectualpgrty rights of
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others, we may be subject to substantial claimslémnages, which could materially adversely affextresults
of operations, financial condition and cash flows.

Failure to renew agreements with our material supps on acceptable terms or the termination of such
agreements by material suppliers could harm our mess.

Failure to renew contracts with certain materiappiers could negatively impact our business.
Whenever a contract expires or is due for reneswghpliers may seek price adjustment from us. Intiedd
under the terms of certain contracts, suppliers segk a price adjustment when their business e
significant volume changes. Further, certain s@pplmay seek to increase prices previously agriébdus due
to pricing competition or other economic needs r@spures being experienced by the supplier. Iftontracts
are terminated by a material supplier, or if we ansuccessful in retaining high renewal rates amdract
terms that are favorable to us, this can cause/slelad may have a material adverse effect on osinéss,
financial condition and results of operations.

We may be unable to recruit and retain key persohrircluding qualified scientific, technical and das
employees.

We are highly dependent on our senior managemeattkap employees, including our scientific,
technical and sales personnel. The loss of anysenanager or key employee may significantly deday
prevent the achievement of our product developroebusiness objectives. Due to the specializedraatiiour
business, we are highly dependent upon our abdligpntinue to attract and retain qualified sciégnttechnical
and sales personnel. Loss of the services of,ilordato recruit, key management, scientific, tachhor sales
personnel could be materially detrimental to ousitbess and financial condition. We face competition
scientific and technical personnel from other conigs academic institutions, government entitied atier
organization. Such competition is enhanced by cimgngopulation demographics, influencing the retonent
of skilled and executive personnel, and the rednctif specialized personnel in certain key funalcareas,
such as in the case of engineers in Germany. litiamdincreasing demand for higher wages may make
difficult for us to retain the necessary personnel.

The loss of any key personnel and/or the inakititgttract, recruit and retain highly skilled emydes
required for our activities could have a materilexrse effect on our business, financial condiiod results of
operations.

Defects resulting from outsourcing processes canvadely affect our production yields and operating
results.

We ordinarily outsource certain production stefteroto sole source suppliers or a limited number o
suppliers. Several suppliers have manufacturinggeses which are very complex and require a lcadytiene.
Occasional delays may affect our ability to obtpnoducts. Our production of these products willoate
materially and adversely affected if the outsourpedduction is unreliable, late or of inferior gl In
addition, any reduction in the precision of thesadpcts will cause delays and interruptions in poduction
cycle.

Within our manufacturing facilities, minute impues, difficulties in the production process or othe
factors can cause a substantial percentage ofrodugts to be rejected or be non-functional. This kesult in
unexpectedly low production yields and increasexhpaates, which delay product shipments and may
materially adversely affect our results of operatidinancial condition and cash flows. Becausenthgority of
our manufacturing costs are relatively fixed, prichn yield and capacity utilization rate are @ali to our
consolidated results of operations, financial cbadiand cash flows. For example, we have onlyplents that
produce components for our Medical Products busiaasl capacity utilization or production yield peshs at
either plant may significantly impact our resultoperation.

We could face labor disputes with our employeesjchitwould disrupt our business.

As of September 30, 2017, we had over 3,400 emetoyETE) worldwide, consisting of sales,
technical, manufacturing, operations, supply ctaid customer service personnel. This figure isuskeb of
contract labor I(eiharbeite) of which there are about 130 workers. Most of D860 employees (FTE) as of
September 30, 2017 in Germany are covered by dp@ements, including works agreements and a suiadta
number of our employees globally are also covenethbor agreements, including works agreementshén
future, we may be subject to potential union cagmsi work stoppages, union negotiations and otbemgal
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labor disputes. Additionally, future negotiationshaunions or works councils in connection withsgiig labor
agreements may result in significant increasesuinoost of labor, divert management’s attention yafvam
operating our business or break down and disruptadipns. Further, we may be subject to work stgppaat
our suppliers or customers that are beyond ourrgcbm®ny of the preceding outcomes could impair ability
to manufacture products and result in increasets @sd adversely affect our results or operatifinancial
condition and cash flow.

Our failure to comply with the anti-corruption lawsf the European Union, the United States and var®
other jurisdictions could negatively impact our rafation and results of operations.

Doing business on a worldwide basis requires usotoply with international, EU, U.S. and other
national and local laws, and our failure to sudtiisscomply with these rules and regulations magase us to
liabilities. These laws and regulations apply tsmpanies, individual directors, officers, employaesl agents,
and may restrict our operations, trade practicegstment decisions and partnering activities.drigular, our
international operations are subject to U.S. amdida anti-corruption laws and regulations, suctihesU.S.
Foreign Corrupt Practices Act (“FCPA"), as wellaagi-corruption laws of the various jurisdictiomswhich we
operate. The FCPA and other laws prohibit us andofficers, directors, employees and agents aam@ur
behalf from offering, promising, authorizing or piding anything of value to foreign officials fdneé purposes
of influencing official decisions or obtaining cetaining business or otherwise obtaining favorat#gatment.
As part of our business, we deal with state-ownedin®ss enterprises and, to a lesser degree, with
governmental authorities, the employees and repratbees of which may be considered foreign offiifor
purposes of the FCPA. We are also subject to thedjation of various governments and regulatorgreges
outside of the United States, which may bring censpnnel into contact with foreign officials respiite for
issuing or renewing permits, licenses or approwalfor enforcing other governmental regulationsatidition,
some of the international locations in which werape lack a developed legal system and have etblatels
of corruption (for example Brazil or China). Ouolghl operations expose us to the risk of violatorgbeing
accused of violating, the foregoing or other aotiraption laws. Such violations could be punishalbe
criminal fines, imprisonment, civil penalties, disgement of profits, injunctions and debarment from
government contracts, as well as other remedialsomea. Investigations of alleged violations canveey
expensive and disruptive.

In addition, some jurisdictions in which we operaiso have anti-corruption laws in place that
specifically address interactions with healthcagssionals.

For example, in the U.S., the federal healthcatiiakback statute prohibits persons from knowingly
and willfully soliciting, offering, receiving, orrpviding remuneration, directly or indirectly, imgh or in kind,
to induce or reward either the referral of an imtlial for, or the purchase, order, or recommendatip any
good or service for which payment may be made ufetkaral and state healthcare programs such aschtedi
and Medicaid. Violations are subject to potentiamgal penalties and exclusion from participationthe
programs. Claims for payment in violation of theildokback statute are also subject to the fedé&abe
Claims Act, which imposes civil penalties agaimstividuals or entities for knowingly presenting,aausing to
be presented, to the federal government, claimpéyment that are false or fraudulent. Many sthgese
analogous state laws applicable to their Medicaigdjfams and in some cases, private health insurance

Similarly, Germany recently enacted criminal stesufSec. 299a and 299b of the German Criminal
Code,StGB specifically addressing corruption in the healtihe sector. Essentially, the acceptance or gfant o
benefit (which does not necessarily have to beractlipayment of money) in exchange for a healthcare
professional giving undue preference to the pradwéta specific producer is criminally sanctioné€br
interactions with healthcare professionals areemittp these restrictions. Any failure to complyhwapplicable
restrictions on interactions with healthcare prsif@sals could subject us to fines and criminaliligband
could have a material adverse effect on our restilbperations, financial condition and cash flows.

We have developed and in 2016 have started toublh group-wide compliance management system,
which provides a structure to identify and mitigatetential compliance risks. However, the procdsiulty
implementing this compliance management systenotiyet completed. There can be no assurance thafilive
be successful in implementing our compliance mamagé systems in the expected timeframe or that the
policies and procedures, once implemented, willeaiféely prevent violations by our employees or
representatives. Any failure to comply with apgiieaanti-corruption and similar laws or regulaticculd
have a material adverse effect on our results efaions, financial condition and cash flows.
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Our international operations require us to complyitiv anti-terrorism laws and regulations and applibte
trade embargoes and export controls.

We are required to comply with trade and econoraitc8ons laws and other restrictions on exports
and international trade. The United States andragogernments and their agencies impose sanctinds a
embargoes on certain countries, their governmantsdesignated parties. For example, in the UrStates the
economic and trade sanctions programs are pritgigaministered and enforced by the U.S. Treasury
Department’s Office of Foreign Assets Control (“OFA Currently, OFAC maintains comprehensive trade
and economic sanctions against certain countrigdeantories such as the Crimea region of the la,aCuba,
North Korea, Iran and Syria. In addition, OFAC harmgeted sanctions against North Korea and the U.S.
Commerce Department has trade sanctions againsh Korea. Furthermore, there are U.S. and EU tadyet
sanctions against Russia. If we fail to comply viftese laws, we could be subject to civil or criahipenalties,
other remedial measures and legal expenses, whidH adversely affect our business, financial cbodiand
results of operations. We cannot assure you thatcompliance policies will effectively prevent vatlons,
particularly as the scope of certain laws may bdean and may be subject to changing interpretation

In our Industrial business, we also manufacturg¢agemproducts for the defense industry which are
subject to regulation by the U.S. Department ofteStander its International Traffic in Arms regutsts
(“ITAR”) as well as European and other equivalemhs control regulations. In addition, we also mawatdre
certain commercial or dual-use products that abgestito export restrictions under the Export Adistiation
Regulations (“EAR”) administered by the U.S. ComageDepartment. Sanctions, trade restrictions aporex
controls particularly focus on such defense and dsa related products, which are subject to th&RTand
other arms control regulations. If our defense dndl use related products were found to be direatly
indirectly exported to countries which are subjamttrade restrictions and sanctions, or exportedary
destination without required ITAR or other expacehses, we may be subject to civil or criminalgites and
other costs and measures and could lose key custetagonships in the defense industry.

We cannot predict the nature, scope or effect afiru regulatory requirements to which our
international sales and manufacturing operatiorghtrbe subject or the manner in which existing lavight be
administered or interpreted. Future regulationdcctimit the countries in which some of our produahay be
manufactured or sold, or could restrict our acees®r increase the cost of obtaining, productsnfforeign
sources. The occurrence of any of the foregoingdctiave a material adverse effect on our results of
operations, financial condition and cash flows.

The result of the United Kingdom'’s withdrawal frorihe European Union may have a negative effect orr ou
business.

The United Kingdom'’s initiation of the process t@thdraw from the European Union pursuant to
Article 50 of the Treaty on European Union follogithe national referendum in June 2016 (“Brexitis
created significant uncertainty about the futudati@enship between the United Kingdom, one of ourrent
markets, the EU and its remaining member statesraydconstitute an additional risk for the finahorarkets
and the European economy. Brexit could, among athmomes, significantly disrupt trade betweenWhéed
Kingdom and the EU, cause political and economnstaibility in other countries of the EU, in which wgerate,
including in Germany, France, Italy and Spain, dbate to instability in global financial and fogei exchange
markets, including volatility in the value of thare and pound sterling. Brexit might also affect ability to
maintain the current level of sales in the Unitedgdom. In the LTM Period to September 30, 2017ictvh
does not yet fully take into account the effecttloé acquisition of the UK electro-ceramics busintem
Morgan Advanced Materials plc, which we completedpril 2017, revenue from CeramTec UK would have
accounted for €27.0 million, or 5% of our revenGéven the lack of comparable precedent, it is warclehat
financial, trade and legal implications Brexit wilave and whether, and to what extent, our busimégist be
affected.

We could be adversely affected by changes to timepmsition of the eurozone.

If one or more countries in the eurozone defaulthair debt obligations and/or cease using the,euro
there may be significant, extended and generaldistbcation in the financial markets and in the evid
European economy, which may negatively affect augiriess, results of operations and financial camdifThe
departure of one or more countries from the eurezoay lead to the imposition of exchange rate cbfaws.
The departure or risk of departure from the euroig or more eurozone countries could increasexjposure
to changes in exchange rates and have negativetsefi@ our existing relationships with our supgier
customers, resulting in a negative impact on owin@ss, financial condition and results of operegidn
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addition, the possible dissolution of the eurorehyj or the threat of such dissolution, could I¢adncreased
market volatility, which in turn could have an ahe effect on our business. Should the euro dissahtirely,
the legal and contractual consequences for holofeesiro-denominated obligations and for partiegesbio
other contractual provisions referencing the euonld be determined by laws in effect at such tiffteese
potential developments could adversely affect qarations.

Market perceptions concerning the instability af #uro and the potential re-introduction of indiadt
currencies within the eurozone could also have radveonsequences for us. Financial markets ansguthgy
of credit may be negatively impacted by fears aurding the sovereign debts and/or fiscal deficitsewveral
countries in Europe, the possibility of further dmrading of or defaults on sovereign debt, concabwit a
slowdown in growth in certain economies and ungsits regarding the overall stability and susthitity of
the euro given the economic and political circumests in individual member states.

A deterioration in general economic conditions eauby instability in the eurozone could have a
material adverse effect on our business, finaraatlition, results of operations and prospects.

Security threats, security breaches or breakdownsour information technology systems could resutt &
significant disruption of our business.

Like many other internationally operating organi@as, our operations, including research,
development, manufacturing, accounting, storage deldzery, are highly dependent on our information
technology systems. Such systems are vulnerable tmumber of threats, such as software or hardware
malfunctions, malicious hacking, physical damagetil data centers and computer virus infectiolthdugh it
is impossible to predict the occurrence or consege of security threats or security breaches, ¢bald result
in reduced demand for our products, make it diffion impossible for us to deliver products to auistomers
or distributors or to receive raw materials fronp@liers, and create delays and inefficiencies in smpply
chain. There can be no assurance that the inteomatols, which we have designed to restrict actessur
information technology systems will prevent unauitted access through cyber-attacks, theft and abaurity
breaches.

In addition, our information technology system reeggular upgrading to accommodate expansion of
our business and maintain the efficiency of ourrafens. If we face a breakdown in our system, waeld
experience significant business and operationalydehcross our businesses. In particular, any Bosak in
our information technology systems could resuldisruptions of our research, development, manufexu
accounting and billing processes. To the exterttahg disruption or security breach were to resuli loss of
or damage to our data, or inappropriate disclosfireonfidential or proprietary information, we cduihcur
liability and the development of our products cobkddelayed. In addition, we could be subjectriedior other
penalties by governmental authorities or couldesuféputational damage as a result of such brdass,or
damage. Any of this could have a material adveffezteon our business, financial condition and hssof
operations.

We may fail to identify all risks and liabilities ssociated with acquired businesses or we may entsun
difficulties integrating acquired businesses witlnr disposing of divested businesses from, our catre
operations; therefore, we may not realize the aigated benefits of these acquisitions and divestt

We may seek to grow through strategic acquisitsunsh as our acquisition of DAl Ceramics, Inc. in
2015 and Morgan Electro Ceramics in 2017. Our dligedce reviews of our acquisition targets may not
identify all of the material issues necessary toueately estimate the cost or potential loss cgetities with
respect to a particular transaction, including pio# exposure to regulatory sanctions resultingmfran
acquisition target's previous activities. We magun unanticipated costs or expenses, including-gostng
asset impairment charges, expenses associated eliittinating duplicate facilities, litigation and hair
liabilities. We also may encounter difficulties integrating acquisitions with our operations, apyyour
internal controls processes to these acquisitions managing strategic investments. Additionaliy, may not
achieve the benefits we anticipate when we firgéremto a transaction in the amount or timeframticgpated.
Any of the foregoing could adversely affect our ihass and results of operations. In addition, attiog
requirements relating to business combination$ydirg the requirement to expense certain acqoisitosts as
incurred, may cause us to experience greater egrwolatility and generally lower earnings duringripds in
which we acquire new businesses. Furthermore, wemake strategic divestitures from time to timee3é
divestitures may result in continued financial itvemnent in the divested businesses, such as thrguatantees
or other financial arrangements, following the e=tjve transactions. Under these arrangements, non-

23



performance by those divested businesses coultt redimancial obligations imposed upon us andldaffect
our future financial results.

An economic downturn, a recession or market disngot in the capital and credit markets may adversely
impact the value of our pension plan assets.

We have pension plan assetder alia, located in Germany, the United Kingdom and in théted
States. Our funding obligations could change sicpiftly based on the investment performance op#resion
plan assets and changes in actuarial assumptiotecd statutory funding valuations. Any deteritwa of the
capital markets or returns available in such markety negatively impact our pension plan assetsramease
our funding obligations for one or more of thesengl and negatively impact our liquidity. We canpidict
the impact of this or any further market disrupt@nour pension funding obligations.

If we are required to make unexpected payments ty gension plans applicable to our employees, our
financial condition may be adversely affected.

Many of our current and former employees parti@pat participated in defined benefit pension plans.
A few of these plans are unfunded and the liabdiiin relation to these plans will need to be Batisas they
mature from our operating reservisjurisdictions where the defined benefit pengitens are intended to be
funded with assets in a trust or other funding elehiwe expect that the liabilities will exceed dueresponding
assets in each of the plans. Various factors, aaathanges in actuarial estimates and assumpinahsding in
relation to life expectancy, discount rates ané Gftreturn on assets) as well as actual returassets, can
increase the expenses and liabilities of the déftrenefit pension plans. The assets and liabildfete plans
must be valued from time to time under applicableding rules and as a result we may be requiréuctease
the cash payments we make in relation to thesaetbfienefit pension plans.

We could also be required in some jurisdictionsaassult of the Acquisition or at any time in the
future, to make accelerated payments up to theébfultout deficit in our defined benefit pensionmdawhich
would likely be far higher than the normal ongofagding cost of the plans. To the extent that weraguired
to make any additional payments to any relevaninddf benefit pension plans in excess of the amounts
assumed in our current projections and assumption®port higher pension plan expenses under neleva
accounting rules, our results of operations, fitencondition and cash flows may be materially adety
affected.

Furthermore, we could be subject to further paymoftigations, if any of our former pension plans
(for Germany and the United States) were not teateih properly in the past. In such case, emplogeakl
claim that further pension entitlements accruedeurtitlese plans. In addition, there could be unknliabilities
for prior periods under such plans, that we areavare of and thus do not show in our financialestents.
Any such additional obligations could materiallyarkely affect our results of operations, financiahdition
and cash flows.

We may be exposed to tax risks in connection witih operating activities.

We take advantage of our international network @rttralize our strategic functions. In particulse,
transfer and provide goods and services amongdimpanies of the Group by adopting a tax-transtemé
model for the billing of intercompany services. Tdes a risk that tax authorities in individual otiies assess
the relevant transfer prices differently from oax-transfer pricing model and address retroactvedaims
against one of our companies. Possible non-redogruf transfer prices could have a material adveftect on
our financial condition and results of operations.

Moreover, we are regularly subject to tax audit&lgyman tax authorities and tax authorities ofadert
other jurisdictions, which may raise claims againstfor failure to comply with applicable tax lawSor
example, the German tax authorities are curremthdacting a tax audit with respect to the periogdsnf2013
to 2015. We have recorded a provision in the amofi2.3 million as of September 30, 2017, to caber
estimated risk related to the ongoing tax auditlieryears from 2013 to 2015. In addition, thegathorities of
certain foreign jurisdictions in which we operateght consider activities by an entity of the Growgich is
not legally domiciled in such jurisdiction, as aefmanent establishment" in such jurisdiction. This
determination could result in potential adverse taxsequences, such as additional tax obligations a
liabilities, which could materially adversely affeaur financial condition and cash flows.
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If our suppliers or we encounter problems manufacittg products or cease to manufacture products, our
business could suffer.

The manufacture of our products is highly exactargl complex due in part to strict regulatory
requirements governing the manufacture of some wf products. We rely on complex machinery and
information technology systems to support our maciufing processes, as well as internal and externa
communications with respect to supplies, qualityntom and distribution. Problems may arise during
manufacturing for a variety of reasons, includimgipment malfunction, failure to follow specificqtocols
and procedures, problems with raw materials andr@mwental factors. If problems are severe, we ey
forced to temporarily suspend all or part of ousdurction until the problems are rectified. Any lolstis likely
to result in increased costs, lost sales, damagastmmer relations, failure to perform existingntcacts, time
spent investigating the cause, remedial costs degknding on the cause, similar losses with redpeather
batches or products. In addition, where probleresat discovered before the product is releas#oetonarket,
we may be forced to recall the product from thek®farin certain cases, we may face product liabdiaims
and incur respective costs.

Any of the risks described above may have a métedserse effect on our business, financial
condition and results of operations.

We handle personal data including, to a minor extesensitive patient data in the ordinary course air
business, and any failure to maintain the confidéadity of that data could result in legal liabilityfor us and
reputational harm to our business.

We process sensitive personal consumer data (ingudn certain instances, consumer names,
addresses, and to a minor extent, patient heal#) da part of our business, and therefore weudsject to and
must comply with complex and evolving European, .La8d other foreign laws and regulations regarding
privacy, data protection and other related matfEnese laws and rules impose certain standardsot#qgtion
and safeguarding on our ability to collect and psesonal information relating to customers and maie
customers, and could make us liable in the eveatlo§s of control of such data or as a resultnafuthorized
third-party access. Unauthorized data disclosurddcoccur through cyber security breaches as altrefu
human error, external hacking, malware infectiorglioous or accidental user activity, internal gigu
breaches, and physical security breaches due tghor&ed personnel gaining physical access.

We and our customers and suppliers who carry aubeisourcing, have been in the past and could be
in the future subject to breaches of security bgkkes. A future breach of our system or that of oheur
customers or outsourcing partners may subject umdterial losses or liability, including fines, ictes for
unauthorized use of personal and sensitive datéher claims. A misuse of such data or a cyber#gdomeach
could harm our reputation, increase our operatipgeses in order to correct the breaches or fail@eose us
to uninsured liability, increase our risk of regoly scrutiny, subject us to lawsuits, result ie tposition of
material penalties and fines under any applicaflermational laws or regulations, and adverselgafbur
business and results of operations.

If a single material breach or series of less ntbreaches was to occur, we could face liabilitger
data protection laws, could lose the goodwill of olients and could have our reputation damagéaf athich
could have a material adverse effect on our busjrEgncial condition and results of operations.

We are exposed to default or counterparty riskscionnection with our operating business or as a résof
contracting parties’ failure to meet their contracél obligations.

We are exposed to default and counterparty risksoimection with deliveries of our products and
services to customers or as a result of financingealging activities if contracting parties fail moeet their
obligations. In addition, there is the risk that, a difficult economic and financial environmengtional
healthcare systems may delay or fail to make patsnenour customers, thus generating or increaséigult
or counterparty risks. Any of these risks could havmaterial adverse effect on our financial coomliand
results of operations.

Fluctuations in exchange rates may adversely affedr business and results of operations.
Our products are marketed in more than 65 counties we operate 20 production sites in 11

countries. Accordingly, a significant portion ofragales, expenses, assets and liabilities arernerazies other
than the euro, our reporting currency, and as sugtresults are subject to foreign exchange tréinsland
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transaction risks. Our primary foreign exchange ragks relate to the U.S. dollar, the Chinese ytlz British
pound sterling, the Polish zloty and the Czech karu

Transactional risk arises when we and our subgdigaxecute transactions in a currency other than o
functional currency. To the extent that we incupenses in one currency but generate sales in anatfne
change in the values of those non-euro curreneilesive to euro could cause our profits to decreaseur
products to be less competitive than those of oampetitors. To the extent that cash and receivablasare
denominated in currencies other than the euro i@&ter or less than our liabilities denominateduch non-
euro currencies, we will be exposed to the riskumftuations and movements in the foreign exchangekets.
Where we are unable to match sales and receivalelesminated in foreign currencies with expenses and
liabilities denominated in the same currency, @asutts of operations are affected by currency exgbhaate
fluctuations.

Additionally, currency risk arises in connectionttwithe translation of the financial condition and
results of operations of our international subsidgawith non-euro reporting currencies. Any ofghdactors
could have a material adverse effect on our busjriEgncial condition and results of operations.

To the extent that any derivative financial instamts are not sufficient or not effective or duetdefault risk

of the relevant counterparty, fluctuations of locatrencies could affect our financial conditiordaesults of
operations.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND
RESULTS OF OPERATIONS

The historical financial data for the nine montteled September 30, 2016 and 2017 has been derived
from our interim financial statements or is basedaur accounting records and management reporfifigese
interim results are not necessarily indicative ebults to be expected for the full year. the imefinancial
statements have been prepared in accordance wiBh3¥A The historical financial information includidthis
Supplemental Bondholder Report for the years e mber 31, 2014, 2015 and 2016 has been derved f
our audited financial statements or is based onagounting records and management reporting. Tudited
financial statements are prepared in accordancén WRRS as adopted in the EU. The results of opematfor
prior years are not necessarily indicative of tlesults to be expected for any future period.

The statements in the discussion and analysis digguindustry outlook, our expectations regarding
the performance of our business and other forwamking statements are subject to numerous risks and
uncertainties, including, but not limited to, thiesks and uncertainties described in “Risk Factorgid
“Forward-Looking Statements.” Our actual results yndiffer materially from those contained in or inegl by
any forward-looking statements. You should readalewing discussion and analysis together with section
entitled “Presentation of Financial Information”.

Overview

We are a leading global developer, manufacturersamglier of high performance ceramics (“HPC")
solutions for various end markets including mediaatomotive, industrial, consumer and electrorius. HPC
solutions are made of advanced ceramics, which fighly specialized materials with superior
biological/chemical, mechanical, thermal, electnagnetic or optical properties compared to competin
products made from metal or polymers (plastics). Wsge been engaged in the HPC industry for over 100
years, with operational expertise and experiencer@ating innovative system solutions for longsitagd
customers at an industrial scale. We currentlyrafavide range of HPC solutions including hip jginbstheses
components, actuators in engine valves for fuedcinpn systems, high speed cutting tools and temesp
ceramic components for armor applications. The atdity of HPC products and resulting wide-range of
applications provides us with a highly diversifienld market and customer base.

Our operations can be divided into two businesddgedical Products and Industrial.

Medical ProductsOur Medical Products business focuses on devejopnd manufacturing ceramic
components for hip joint prostheses, such as legtlh and cup inserts used in total hip replacefi€hiR")
procedures. In 2016, we generated 37.6% of oumteveand more than half of our Management Adjusted
EBITDA from our Medical Products business. Ceramaterials are replacing traditional materials figr joint
prosthetic components such as metal which candrigggative patient reactions, for example duelérgic
reactions resulting from metal sensitivity, andéaxperienced documented safety concerns. Our HEd:ah
solutions are biologically inert and have high wessistance and excellent friction behavior, makhgm one
of the few materials that are durable and stabdeigin to withstand the corrosive effects of bodilyds. More
than 14 million of our BIOLOX® ceramic component@vk been implanted in patients globally to date. We
estimate that nearly one in two hip joint implagstems sold worldwide in 2016 includes at least cgramic
component, and we estimate our BIOLOX® productsesgnted more than 95% of the ceramic components
used for these hip joint implant systems. Our cusis are orthopedic implant OEMs including DePuwjt®
& Nephew, Stryker and Zimmer Biomet, the top fouthopedic implant OEMs who together have a market
share of more than 60% in the worldwide markethiprjoint implant systems. We believe that our B@X®
brand has come to symbolize high quality and intiomaand is increasingly preferred by surgeons ather
medical professionals. We anticipate that our HBIGt®ns will be used for various other joint regdaents,
such as knee and shoulder implants in the future.

Industrial: Our Industrial business develops, manufactured supplies a broad range of highly
specialized, performance critical HPC solutions dastomers spanning a wide range of industriesudficg
automotive, defense, electronics, industrial maafyirand medical equipment. In 2016, 62.4% of ouemee
was generated by our Industrial business. Our degticteams of scientists and engineers collabatasely
with customers to develop tailor made solutions pratiuction processes to fulfill distinct functiditya and
performance requirements. We believe that we aeeobthe few advanced ceramics manufacturers witti-a
range of HPC materials and manufacturing processdsch when coupled with our state-of-the-art
manufacturing facilities, enables us to efficiemlpduce solutions at scale while still adheringfiorelevant
industry standards. Due to the superior technoddganid performance characteristics of advancediiesa
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such as better wear and heat resistance thanaiternmaterials, our HPC solutions are often penéoice-
critical components. For example, our cutting td@se a longer life and faster cutting speeds coetp@ non-
HPC cutting tools, allowing our customers to saest€ and reduce downtime. In automotive enginegHRE
products, including our piezo ceramic componentay @ vital role in increasing safety, improvingsto
effectiveness and enhancing comfort in vehiclesr @eramic substrates, which are ceramic plates with
electrical, thermal and mechanical properties, @sed for a variety of purposes in the electronind a
telecommunications sector, including measuremedtcamtrol technology and entertainment electronigs.
believe that the specialized, mission critical nataf our solutions, our long standing customeati@hships
and our highly diversified portfolio of solutionsié customer base, reduces the exposure of our ttredus
business to any single industry or product.

At our state-of-the art development centers andrktbry facilities, we continuously research and
develop materials as well as manufacturing andirogairocesses for new solutions in established reewd
markets. Our R&D is primarily focused on deliverimgstomer-driven innovations and next generation
solutions, which we are able to test through mat&atling digital simulation tools. We also developw
innovations with broader uses such as PERLUCOR®year and chemical resistant transparent ceramic
material that is three to four times the hardness strength of glass and is already used in a vadge of
applications.

In 2016, we generated 69.7% of our revenue in Eu(oEluding Germany). However, our customers
have a strong export focus as their end-produats) as automotive parts or ceramic hip implant camepts,
are exported world-wide. In addition, we have aglananufacturing footprint with 20 facilities assoEurope
(including two facilities in the UK that were aceedl in 2017 as part of our acquisition of the Ukatlo-
ceramics business of Morgan Advanced Materials plojth America, Asia and South America.

In the LTM Period to September 30, 2017, we geedra¢venue of €536.7 million and Management
Adjusted EBITDA of €199.9 million, respectively, preesenting a 37.3% Management Adjusted EBITDA
margin. From 2014 to 2016, our revenue and AdjusiBdTDA registered a CAGR of 1.9% and 5.5%
respectively, and our Cash Conversion Ratio ineg&r®m 70.0% to 91.5%. We believe we have a highkh
generative business supported by modest mainteneapital expenditure requirements, which typically
comprise half of our total capital expenditures.

Key Factors Affecting Our Results of Operations and-inancial Condition
Hip Replacement Market Growth and Ceramic Hip ImpiaComponents Penetration

Our total revenues and operating profit are sigaiftly influenced by the development of the market
for hip replacements in general and the penetratite for ceramic hip implants. The ceramic compédseve
manufacture include ball heads and cup insert20B8 we sold approximately 641,000 ball heads am ¢
inserts. Since then we have significantly increabedtotal annual number ball heads and cup insetts to
approximately 1.4 million in 2016. To date, morartiL4 million of our BIOLOX® ceramics componentv@a
been implanted in patients globally. Our Medicabd®rcts business, which represented over half of our
Management Adjusted EBITDA for the years ended Bdm® 31, 2014, 2015 and 2016, respectively, has
relatively high margins compared to our Industhiesiness and contributed significantly to the ghowt our
Management Adjusted EBITDA (from €154.1 million fire year ended December 31, 2014 to €199.9 million
for the LTM Period to September 30, 2017) and oanbfement Adjusted EBITDA margin (from 32.4% for
the year ended December 31, 2014 to 37.3% for TiM Beriod to September 30, 2017).
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The following table provides estimates of the gitowt number of units sold and the estimated total
number of hip procedures for the last five years:

Year Ended December 31,

CAGR
2012-
2012 2013 2014 2015 2016 2016
*)
Number of our units sold (ball-heads and inseits) (
thoUSANASY ... 1,000 1,152 1,259 1,291 1,368  7.9%

(1) On average, more than 75% of our total cerdriidmplant components sold in the last five yeaese ball heads. This is principally
due to the lower share of the total hip implant kearof ceramic-on-ceramic components compared tangie-onpolyethylene
components.

According to a leading international consultaneynfi there were an estimated 2.2 million total hip
replacement (THR) procedures performed worldwid2dh6. In addition, an estimated 0.4 million ress (of
existing hip implants) and 0.5 million partial hipplacements (PHR, treat only the femoral sidehefjbint)
were performed, bringing the total number of hiplaeements in 2016 to an estimated 3.2 million. itxaber
of THR procedures globally is expected to increaged.2% p.a. from 2016 to 2021 with the numbers of
revisions expected to increase by 5.4% and PHRegroes by 4.2% over the same time horizon.
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In developed markets such as Europe and the USiiés, growth in the artificial hip joint market i
primarily driven by an aging population as wellasan increase in obesity rates. Both age and tybase
significant contributors to hip joint problems. Atidnally, there are indications that the youngepylation,
those who are less than 65 years old, are eleihgve primary hip replacements earlier in lifetsat they can
maintain and enjoy an active lifestyle. Such younpgatients are taking advantage of improvements in
technology leading to better wearability and inseghlife spans of hip implant prostheses.

Similarly, growth in artificial hip joints in emeirgg markets also stems from an aging population and
in some countries, increased obesity. However ewelbping countries there are additional drivergraiwth,
such as the proliferation of osteoarthritis an@asecrosis (reduced blood flow to bones), impraelability
of medical care and prosthetic procedures coupligd wcreased household incomes and broader atoess
funded healthcare.

CeramTec services the hip replacement market veithhleads, cup inserts and option heads (used for
revisions). The total size of the ball heads, itssend option heads market addressed by CeramTaundead to
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approximately €745 million in 2016 (including mlend polyethylene). The total addressable market i
expected to grow with the number of THR procedueeg&gey driver of demand for ceramic ball heads and
inserts. Further, ceramic as a material is incngggiused in revisions and PHR.

Our Position as Supplier of Choice for Ceramic Hipplant Components

We have a strong market position in ceramic comptaer hip replacements. We estimate nearly one
in two hip joint implant systems sold worldwide 2916 included at least one ceramic component and we
estimate that our BIOLOX® products represented ntloaa 95% of the ceramic components for thesediip |
implant systems. The cost of our HPC componentth (ball heads and cup inserts) included in a cotagig
joint implant system represents a small part of akierall costs of the total system, but are criticathe
performance of these products and therefore ouomess’ are not incentivized to replace our compdsie
While two of our competitors have received FDA aat for their ball head products in 2016, we hadi¢hat
their production output and market share is culyemry small.

The top four orthopedic implant OEMs, DePuy, Sm&thNephew, Stryker and Zimmer Biomet,
together have a market share of more than 60%enambridwide market for hip joint implant systemseW
maintain good and long-standing customer relatipsskach of these OEMs and we believe that welae t
only supplier of ceramic components that suppliesop four orthopedic implant OEMs. We believe tttoair
strategic relationship with each of the top fouthopedic implant OEMs is key to our strong positiorthe
ceramic hip replacement components market and dirfinam each of these customers has historically bee
and is expected to continue to be, a major drifeex®nue in our Medical Products business andteesu

General Macroeconomic and Other Developments in @y Geographical Target Markets

Our sales to our customers are mostly concentiat&dirope and specifically in Germany. However,
although our customers are concentrated in Eurapemy of them, especially medical and automotive
customers, are export oriented, global companieas€uently, we view our business as globally dified.
We believe that our business is more exposed tthNemerica, Asia and other regions than indicatgdhe
split of revenues by geography provided below. \&ik generated 69.7% of our revenue for 2016 fraless
to our direct customers in Europe (including Germawe estimate that the underlying demand outSual®pe
drives approximately 40% of our revenue.

The following table provides an overview of our eéaue by geography in the last three years as a
percentage of total revenue in the given period:

Year Ended December 31,

2014 2015 2016
(%)

Europe (excluding Germany)............vevieieeeeeeeeiieeieeeeeeeeieeeieeeeeeeenen e eeeas 42.6 41.7 42.7
L1211 00T 10 USSP 28.3 26.0 27.0
N 0T 7AYo =T o P 14.5 16.7 14.8
N - T PUUPUUPRSPRR 11.7 125 12.4
RESE OF WOTI ... 2.9 3.1 3.1
TOLAI TEVENUE. .....eeveeeeie ettt e ettt e eaee e e eae e e e eneeenaeeeaeeeneeeneas 100.0 100.0 100.0

While our Medical Products are not particularlyeated by macroeconomic developments in our
geographic markets, revenue in our Industrial lessris influenced by economic growth in our targatkets,
particularly in Europe. In the past, Germany hagstered a GDP growth of 1.9% in 2016, 1.7% in 2868
1.9% in 2014, while GDP in the European Union ghswi.9% in 2016, 2.3% in 2015 and 1.8% in 20140RAs
September 2017, the OECD projects global growtB.5% in 2017 (from 3.1% in 2016) which is expected
accelerate to 3.7% in 2018. The United States’ @Dprojected to grow by 2.1% in 2017 and 2.4% id&0
(from 1.5% in 2016), while the eurozone’s GDP igjgcted to grow at around 2.1% in 2017 and 1.920i8.

In addition, due to the large number of niche miarke which we operate, the effect of economic
downturns in our target geographic markets hashe gast been partially offset by the various dfer
developments in our industrial target markets. #iddally, while 62.4% of our total revenue wereriatitable
to our Industrial business in 2016, our Medical deicis business generated more than half of ourstatju
EBITDA in 2016. Historically, our Cash Conversiomti® in Medical Products has been consistently drigh
than our overall Cash Conversion Ratio. As a camsece, our profitability and cash generation is enor
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resilient and less affected by negative developménthe economies of our target markets than waradl
revenue.

Demand Cycles in Various End Markets Supplied by ¢ndustrial Business

In addition to the overall GDP growth rate influemg the results of operations of our Industrial
business, each of our industrial markets is alflaénced by separate and distinct factors and hdiffexent
economic cycle. In particular, the automotive, &laucs, construction and other industrial end ratskwve
serve are cyclical, and both general macroeconamicother factors beyond our control could redwsraahd
from any one of these markets for our products. &wenfor our products is significantly affected thet
business success of our OEM customers as wellcagsens that purchase products from those OEM mgsto
For example, overall economic conditions can affemiv car sales, impacting our automotive custoraacs
thereby also influencing demand for our ceramicponents in automobiles and engines.

By revenue, the automotive market was the largesfles end market for our Industrial business,
followed by the electronics market, textile, constion and various other industrial niche markBrticularly
for the automotive end market, but also variougiothdustrial end markets such as constructionetmaomic
developments in Germany and Europe have a signifieect on our revenue. For example, effects sagh
government subsidies for new car sales have miyeaféected the automobile sector in the pastcally in
Germany and other European countries. In additimnhave in the past been affected by political fsxhl
decisions, for example by decisions of the Chirggseernment that had an impact on the textile irrgluist
China.

Development of New Products, Materials and Procagstechnologies

As a manufacturer of HPC products we believe that continued emphasis on research and
development is key to our future profitability aodr reputation as a technology leader in HPC. Tsuenthe
sustainability of our business, we continuouslyeaesh and develop materials as well as manufagtaird
coating processes for new products in establishddaw markets. Our product development is maimty$ed
on delivering customer driven innovations and rgaderation solutions. We also invest in the devalant of
new materials and processes, new medical soluteom$ selected own product innovations such as
PERLUCOR®, a wear and chemical resistant transpareramic material that is three to four times the
hardness and strength of glass and is alreadyinsedvide range of applications. We believe thathsgrowth
investments are crucial to continued success inasget markets.

We have a strong, centralized R&D infrastructuréhwnore than 200 scientists and engineers who
work in modern laboratory facilities and collaberatith leading research institutions globally (udihg the
Fraunhofer Institute and Imperial College Londo®)proximately 2,000 new products were newly introetl
in the past five years. In 2016, our R&D expensesev€22.8 million, equal to 4.6% of revenue, whighfully
expensed in our income statement in line with IFRS.

In the last few years, our innovations have plagedindamental role in our ability to maintain and
grow our global market share in the different m&éske which we operate. Revenue from products wee
either newly developed and introduced, materialbdified existing products or products modified ade to a
new customer within five years before the relevaeriod represented approximately 25% to 30% oftotal
revenue in the last five years. We expect that fiwadion, innovation and new product design wilhtinue to
be a key driver of our revenue and Management AeljusBITDA in the future.

Expansion through Acquisitions and Growth Investmin

We have over the past years engaged in M&A acttaitstrategically grow our business. In June 2015,
we acquired DAI Ceramics, Inc., a producer of cécagores for precision casting applications. In iARO17,
we acquired the UK electro-ceramics business froongedn Advanced Materials plc, which produces iratagt
piezo components.

In addition to growth through strategic acquisiipmwe have in the past invested substantially in ou
infrastructure and machinery in order to maintaid axpand our production capabilities. In particuee have
invested in the expansion of our manufacturing tplarMarktredwitz, Germany in 2013 and 2014 at at cuf
approximately €38 million. Our expanded medicaldoreiion facility increased our annual productiopasty
to approximately 2.0 million units as at Septenti&r2017.
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We believe that our capacity expansion in Marktiedwas well as the strategic acquisitions we
completed in the past years, have already significgaontributed and will continue to contributedor growth
in revenue and Management Adjusted EBITDA.

Cost Effectiveness through Simplification of Indusl Business and Business Excellence Initiatives

In order to improve our earnings and cash flows, hage implemented a number of measures to
increase organizational cost effectiveness anc gnigductivity in operations.

In our Industrial business, we began implementicgraprehensive reorganization (Project SCORE) in
2016 and 2017. The reorganization is based on tly@eing principles: simplification, scale and
standardization. As part of the reorganization, ceenbined various independent reporting units ittee
separate clusters within the Industrial business @mnsolidated our operations in Europe under &ralered
unit. We increased cost effectiveness based oripteultnprovement levers:

» reduced complexity of management setup;

» increased employee motivation through incentives alignment in order to work towards common
goals;

* increased focus on strategic customers;

» improved customer satisfaction and better undedstgnof customer needs through a structured sales
approach;

* reduced response time and better lead conversiongh harmonized customer service;

+ economies of scale and aligned steering acrossugtiod sites to improve asset utilization and
flexibility;

+ improved use of shared technology platforms acbosiness clusters to leverage shared know-how;
and

* synergies from pooling of assets and resourcesnigdd better allocation of funding and resouraes t
critical growth projects.

In our Medical Products business, we launched poouation Excellence initiative in 2016, which
seeks to refocus our R&D organization to realigsotgces to the most attractive, customer-driveiept®in
the pipeline, based on a structured opportunityagement process. With regards to production irbdical
Products business, we implemented an operatiofigieeicy program (Project ODIN), which targets cost
savings. A new logistics system on the shop flowt @an optimized equipment layout were implementid an
aim to reduce lead times on the shop floor, redeesrk and quality costs, as well as tooling andrbead
costs.

We operate our company on a lean management,iflegrbhy philosophy and have not substantially
increased the size of our administrative team fanyryears despite our growth in revenue. We haengally
coordinated, structured program in place, thatdesuprimarily on our European operations and timas &0
continuously improve our product quality, produittivand manufacturing processes’ efficiency, asl aslto
improve the cost effectiveness of research andloewent, sales, and administrative functions. Iditaah to
our Innovation Excellence initiative, we have impknted commercial excellence initiatives to improve
customer focus, cross selling and commercial dsjjvihrough implementation of a structured oppaitun
management process, including the implementatiatusfomer relationship management and the education
our sales force.

Price Pressure

Due to our position as the market leader in oue ¢oedical products market, our close relationship
with our customers and high switching costs for oustomers, price pressure due to competition keas b
historically limited. While we regularly renegotaprices with several of our medical customersyweee able
to keep our prices relatively stable. However, mustomer base in Medical Products is highly corre¢ed and
we faced pricing pressure in 2015 and 2016 asudt refsthe merger of Biomet and Zimmer, which résdlin
uniform prices for the merged entity at the low efdrevious prices. In 2017 we incrementally atjdsthe
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contractual pricing conditions in the Medical Progubusiness to better reflect the value of our LE)I®
products and additional services we offer to custan

We are also among the market leaders in many oihthestrial niche markets that we target. Most of
our main HPC competitors have either a differerggamarket or geographical focus. Additionallyedo the
large variety of our products, we are the sole Bepjpf certain specialized products in certainh@icareas.
However, specifically in the automotive end markbg electronics end market and in our Catalystri€ar
cluster we have faced pressure from competitorseitain niche markets. Our customers in the Inghistr
business also regularly stipulate annual cost ingnents.

Seasonality

Our business is moderately affected by seasonatilgl in order volumes. We register a slight
slowdown of new orders in the summer months anBénember, related mainly to procurement and supply
chain management of our customers, mainly Medi¢ali®. However, due to the diversification acrosarge
number of products sold and our global geograpotpfint, the fluctuations in revenue on a quabigiquarter
basis we experience over the course of a yearraikusfrom year to year and moderately low. Owaereue is
usually strongest in the first quarter of a yeat kmvest in the fourth quarter. The slowdown in $lenmer and
at the end of December is also driven by the impheacation at our production sites and year-evidlays.

Key Components of our Historical Results of Operatins
Revenue

Revenue is recognized to the extent that it is golbthat the economic benefits from the transactio
will flow to the Group and the revenue can be t#jianeasured. Revenue is measured at the fair adlthe
consideration received or receivable less any tdismunts and volume rebates granted.

Revenue from the sale of goods is recognized uptimetly of the goods and transfer of ownership if
the following criteria are satisfied: (i) the Grobhps transferred to the buyer the significant raskd rewards of
ownership of the goods and merchandise sold,h@)Group retains neither continuing manageriallirmment
to the degree usually associated with ownershipeffective control over the goods and merchandie §iii)
the amount of revenue can be measured reliablyjt(ig probable that the economic benefits assediavith
the transaction will flow to the Group and (v) ttwsts incurred or to be incurred in respect oftthesaction
can be measured reliably.

Revenue from services is recognized using the ptxge of completion method if (i) the amount of
revenue can be determined reliably, (i) it is dole that the economic benefits associated withrtresaction
will flow to the Group, (iii) the stage of completi of the transaction at the end of the reportiagod can be
determined reliably, and (iv) the costs incurredtf® transaction and the costs to complete theséction can
be determined reliably.

Cost of Sales

Cost of sales reflects all costs incurred by ustlier delivery of goods to the customer. Cost oésal
consist of material and packaging costs, amortimaséind depreciation, personnel expenses and otises of
sales.

Material and packaging costs are variable costs ianldde raw materials and costs of contract
workers.

Amortization and depreciation is mainly driven bgpdeciation of our manufacturing sites and
machinery.

Our personnel expenses are mostly fixed costsydia costs for a small number of contract workers
(Leiharbeite)) and include wages, bonuses and social costsygirement costs and severance payments.

Other costs of sales mainly contain energy cogisnasintenance expenses.
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Selling Costs

Selling costs are incurred in the marketing ofdimdd products and certain services rendered to
customers in connection with the sale of produs#dling costs primarily contain amortization anghréeiation
as well as personnel expenses.

Research and development costs

Research and development costs mainly compriseomees expenses attributable to our R&D
employees.

General Administrative Costs

The majority of our general administrative costs personnel expenses, which are partially fixed, bu
as far as they relate to bonuses paid out to mamageand other key employees, are variable coster@ain
components within general administrative costsl@rexpenses, travel costs, pension cost, rentalsetisas
professional and contract services.

Other Income and Expenses, net

Other income and expenses include various smai@me sources and expenses, such as foreign
currency results, write-downs and impairment, synother income and expenses, restructuring costs an
income from reversal of provisions.

Interest Income and Other Finance Income

Interest income and other finance income includesést from shareholder loans, bank balances and
certain other interest income.

Interest Expenses and Other Finance Costs

Interest expenses and other finance costs primagflgcts interest on borrowings under our Existing
Senior Facilities Agreement and the Existing Shalagr Loan, as well as interest on the Existingedsot
Interest expenses and other finance costs alsodedhe accumulation of interest on provisions aoctued
liabilities and as well as certain other financoasts and financial expenses, such as exchangéosats or
gains resulting from loans that are not grantetiénfunctional currency of the relevant entity.

Income tax expense

There is a consolidated tax group for income tarppses between CeramTec and its German
subsidiaries. This means that German corporatemactax and trade tax is only levied at the level of
CeramTec. We also have indirect shareholdings fieido corporations. Our current income taxes ttoeeef
include, in addition to German corporate incomedad trade tax, the tax expense of our foreignidisivges,
which is calculated based on taxable income acegridi local tax law and the tax rate applicabledsh case.

Results of Operations

The following discussion should be read in conjiorcwith the information contained in our audited
financial statements and the notes thereto asaseilh our Interim Financial Statements and thestitereto
included elsewhere in this Supplemental BondhoRleport. In the following discussion, we presentaiar
components also on an adjusted basis before gieffagrt to depreciation and amortization and certai
extraordinary, non-recurring items. For a detailszbnciliation to the closest comparable IFRS mmeasu

Nine Months Ended September 30, 2017 Compared toeNVionths Ended September 30, 2016

The following table sets forth amounts from our wdited interim condensed consolidated financial
information along with the percentage change ferrime months ended September 30, 2017 compairtbe to
nine months ended September 30, 2016:

Nine Months Ended September
30,
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2016 2017 Change

(€ million) (%)
REVENUE ...ttt a e n e 376.4 419.7 115
COSE OF SAIBS ....vvveeeeeeetce ettt ettt e ettt et e et e st e s ae et e e eaneae s ateenanas 224.7 236.7 5.4
GroSS Profit......ccccveeeeieveenennns 151.7 183.1 20.7
Selling costs 70.4 60.9 (13.5)
Research and development COSES......uuuir e e 17.8 154 (13.6)
General administrative costs................ 16.3 16.7 2.1
Other income and expenses (-), net (0.0) 18 N/A
Operating iNCOME..........covveveeveeeeeeee e, 47.1 91.9 94.9
Interest income and other financial INCOME . evvvveviiiiiiiiiiieeaes 5.2 4.4 (15.8)
Interest expenses and other financial EXPENSES.............coovveveeeveveeeeeeeeeeeeens (53.8) (57.9) 7.7
FINANCIAI TESUIL ......veeveveeeeeee ettt ettt et en et e et eeeee e (48.6) (53.5) 10.2
Profit/(loss) before iNCOME taXeS..........ooccvviiiiiieieceiciee e (1.4) 38.3 N/A
INCOME tAX EXPEINISE ... emememms e e et ee s e e e e e eee et eeee s eeeann e (6.0) (13.9) 132.0
Net profit/(10SS) fOr the PEIHOU ...........vveveeeeeeeeeeeeeeeeeeeeeeeeeeee e (7.5) 244 N/A

Revenue

The following table provides a breakdown of ouremwe for the nine months ended September 30,
2017, compared to the nine months ended Septerdb@036 on a cluster level:

Nine Months Ended

September 30,
2016 2017 Change
(€ million) (%)

MEAICA PrOTUCEEY) ...ttt ettt 141.8 155.2 9.4

INAUSEAAL DB, 234.6 264.5 12.¢

thereotSpecialty APPlICAtIONS ........vvviiiiiiiieee e .63 68.7 9.C
thereofINdustrial SOIULIONS..........cuuiiiiii e eees 104.1 109.0 4.7

ther@oTCT NOMN AMEIICA........uiiii et e e e e eeees .83 42.7 27.1
thereofEmil MUIler COMPANIES........uuuuiiiiiiiiie e 18.1 16.4 (9.4)

thereoiother units / consolidatioN................cooveiiiieieeeeeee e, 15.8 27.7 (75.3

TOLAI FEVENUE. ...ttt et e e ettt e et e e et e et e e e e e r e e e et e e e e ereaeea 376.4 419.1 11t

(1) The numbers presented for Medical Productsladdstrial are external revenue to third parties.

(2) We began implementing a comprehensive reorganizaifoour Industrial business in 2016 and 2017 ideorto streamline our
internal structure by bundling together similarstirs, aligning our marketing and sales team adhes$gusiness, standardizing key
processes and centralizing R&D know-how. In theosedcfiscal quarter of 2017, we began presentingmee in our Industrial
business by new clusters as follows: Specialty ispfibns, Industrial Solutions, CeramTec North Arceer Emil Muller GmbH, and
Other.

(3) The revenue presented for the individual uimitsxdustrial includes internal revenue to Groupnpanies. The line item “other units /
consolidation” includes all internal revenue betweéhe clusters listed under “Industrial” to showe tamount by which the total
revenue figure for Industrial has been reducedctmant for such internal revenue. However, our rgangent believes that revenue
including internal sales for our clusters in Indigdtprovides a better description of trends inséhelusters due to substantial internal
revenue between our clusters in Industrial.

The following table provides a breakdown of ouremwe for the nine months ended September 30,
2017, compared to the nine months ended Septerfb2036 by region:

Nine Months Ended

September 30,
2016 2017 Change
(€ million) (%)
Europe (excluding Germany) 162.7 187.2 15.0
GEIrMaNY.........cuuuueeeeeeennnnnnnnnnaann 102.5 102.5 (0.1)
North America..........cccccevveeeennn. 54.3 62.8 15.6
AASTBL. ettt et e e e e e nnnn e e e e e e e e e ane 45.0 54.2 20.3
S Ao LY 4 o S 11.8 13.1 11.3
TOLAI FEVEINUE. ..ottt ettt sttt ettt et ees 3764 419.7 115
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Revenue was €419.7 million for the nine months dn8eptember 30, 2017, an increase of €43.4
million or 11.5%, as compared to €376.4 million foe nine months ended September 30, 2016. Thisare
was mainly due to higher volumes in both busineasekthe acquisition of the UK electro-ceramicsiress
from Morgan Advanced Materials plc which we comedein April 2017.

Revenue in our Medical Products business was €158ldn for the nine months ended September
30, 2017, an increase of €13.4 million or 9.4%,caspared to €141.8 million for the nine months ehde
September 30, 2016. This increase was mainly daevidume increase in ball-heads and inserts,ypaffet
by price reductions.

Revenue in our Industrial business was €264.5anilfor the nine months ended September 30, 2017,
an increase of €30.0 million or 12.8%, as comp#oegl34.6 million for the nine months ended Sep&Endo,
2016. This increase was mainly due to overall gfrd@mand across major markets such as Textile fattoe
and strong U.S. market conditions. The increassupported by organizational streamlining and concraker
excellence initiatives and the acquisition of th€ électro-ceramics business from Morgan Advancedekias
plc. The decrease at our Emil Miller Companiestetusas mainly driven by lower volumes at a toptoconer
in automotive.

Cost of sales and gross profit

The following table shows a breakdown of our cadtsales for the nine months ended September 30,
2016 and 2017:

Nine Months Ended September 3

201¢ 2017
(% of (% of
(€ million) revenue) (€ million) revenue)
Material and packing COSES ............cuvvviemmeemeeeiiiiiiiiiieenenes 67.4 17.¢ 79.¢ 19.C
Personnel expenses 85.1 22.6 87.7 20.¢
Amortization and depreciation ...............ovvieeeeeenn 37.8 10.0 37.< 8.€
Other COStS Of SAIES .............cvveeere oo 34.4 9.2 32.0 7.6
2247 59.7 236.7 56.4

COSt Of SAIES....ccvviiiie e

Cost of sales was €236.7 million (56.4% of reverfae}he nine months ended September 30, 2017, an
increase of €12.0 million or 5.4%, as compared2®4€7 million (59.7% of revenue) for the nine manémded
September 30, 2016. Excluding amortization and ef#gtion and non-recurring items, our Adjusted afst
sales increased by 7.8% from €182.3 million or 48df revenue for the nine months ended Septemhber 30
2016 to €196.4 million or 46.8% of revenue for ttiee months ended September 30, 2017. This increase
mainly due to higher volumes partly offset by opereal excellence measures and the release ofikegub
provision.

Gross profit was €183.1 million for the nine monémsled September 30, 2017, an increase of €31lidmk
20.7%, as compared to €151.7 million for the nirenths ended September 30, 2016. Our Adjusted grofis
margin increased to 53.2% for the nine months esdgdember 30, 2017, from 51.6% for the nine months
ended September 30, 2016, mainly due to highes salé productivity excellence partly offset by dostease
and repairs, and further impacted by the releasgjubilee provision in 2017.

Selling costs

Selling costs were €60.9 million (14.5% of revenfgg)the nine months ended September 30, 2017, a
decrease of €9.5 million or 13.5%, as compared7h4&million (18.7% of revenue) for the nine monémsled
September 30, 2016. Excluding amortization and etggtion and non-recurring items, our Adjustedirsgll
costs decreased to €36.6 million or 8.7% of revdbuéhe nine months ended September 30, 2017 €869
million or 9.8% of revenue for the nine months eh@&eptember 30, 2016. This decrease was mainlyalue
organizational streamlining and commercial exceddemeasures.

Research and development costs

Research and development costs were €15.4 milBorf4q of revenue) for the nine months ended
September 30, 2017, a decrease of €2.4 millior38%, as compared to €17.8 million (4.7% of revériae
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the nine months ended September 30, 2016. Excludimgrtization and depreciation and non-recurrieqg,

our Adjusted research and development costs dextéa<£13.8 million or 3.3% of revenue for the ninenths
ended September 30, 2017 from €15.4 million or 4df%evenue for the nine months ended September 30,
2016. This decrease was mainly due to streamlimieglical R&D and the refocusing of our organization
through the Innovation Excellence initiative.

General administrative costs

General administrative costs were €16.7 million0%4. of revenue) for the nine months ended
September 30, 2017, an increase of €0.3 millio.b%, as compared to €16.3 million (4.3% of revérfae
the nine months ended September 30, 2016. Thisaserwas mainly due to higher bonus accruals. Exdu
amortization and depreciation and non-recurrinm#eour Adjusted general administrative costs msed to
€14.3 million or 3.4% of revenue for the nine manémded September 30, 2017 from €12.1 million 2¥c30of
revenue for the nine months ended September 36, 20d remain broadly unchanged as a percentagdest s

Other income and expenses, net

Other income was €1.8 million for the nine monthsled September 30, 2017, an increase of €1.8
million compared to other expenses of €0.0 millfon the nine months ended September 30, 2016. This
increase was mainly due to a gain from a land éged to our Colyton site, partially offset bygatsition
costs for the acquisition of the UK electro-cerantwsiness from Morgan Advanced Materials plc and
restructuring costs. Excluding non-recurring iteansl foreign exchange effects, our Adjusted othgepses,
net, were €0.1 million for the nine months endegdt&maber 30, 2017, a decrease of €0.3 million agpeoed
with Adjusted other income, net of €0.2 million fille nine months ended September 30, 2017, duertairc
types of operating income not being present imthe months ended September 30, 2017.

Interest income and other finance income

Interest income and other finance income was €4.iliom for the nine months ended
September 30, 2017, a decrease of €0.8 million508%, as compared to €5.2 million for the nine rhent
ended September 30, 2016. This decrease was ndhielyto the lack of gains resulting from the faituea
measurement of derivatives and higher foreign aay&ffects in the nine months ended Septembe2(BLY,.

Interest expenses and other finance costs

Interest expenses and other finance costs wer® @5iflion for the nine months ended September 30,
2017, an increase of €4.1 million or 7.7%, as camgao €53.8 million for the nine months ended Seyter
30, 2016. This increase was mainly due to a lossltirng from the fair value measurement of deriei
largely compensated by lower interest expenses fifibacial expenses of €57.9 million include €1inillion
of losses on derivative valuations, €35.6 millidnnerest expenses from syndicated loan, revoldreglit line
and bond, €4.4 million of expenses from the effecinterest rate method, €5.3 million of interegpenses
from a shareholder loan and €1.5 million of othnteriest expenses.

Income tax expenses

Income tax expenses were €13.9 million for the mmoaths ended September 30, 2017, an increase of
€7.9 million as compared to €6.0 million for them@imonths ended September 30, 2016. This increase w
mainly due to an increase of taxable income, padipensated by lower deferred tax expenses frdnatian
of derivatives.
Net profit/(loss) for the period

As a result of the developments described abovepnodit for the period was €24.4 million for the

nine months ended September 30, 2017, an incré&34 @ million compared to a net loss of €7.5 iwrillfor
the nine months ended September 30, 2016.
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Year Ended December 31, 2016 Compared to the YemelH December 31, 2015

The following table sets forth amounts from ourttrigal consolidated financial information along
with the percentage change for the year ended DmmeB1, 2016 compared to the year ended December 31
2015:

Year Ended December 31,

2015 2016 Change
(€ million) (%)

TS =1 11 = 501.3 493.3 (1.6)
COSE OF SAIES 1.ttt ettt ettt et ettt e e et e et e et e eeae e et e e 300.0 294.9 (L.7)
GIOSS PIOL +ovvevieeteeeete ettt ettt ettt ee et ae et et se et e et eae s eae s 2014 1984 (1.5)
Selling CoStS ...vviiiiiiiiiiiieeeeeeeeeee 86.8 91.5 5.4
Research and development costs 24.2 22.8 (6.0)
General admMiNiStrAtiVE COSES..........ivvun s oo c e eeeeie e e et e e reteee s et e eean s esseeeaans 21.1 22.2 5.1
Other iNcome and EXPENSES (=), NEL........oummeerereeeereereeereeeeseeeesseseseaneanas 0.4 (2.2) N/A
OPErAtiNG INCOME. .....c.viueveeeeteeeeteeeteteeeeteeteteeeeteesete et eteeeesesseaeaesteseeeeseeeeeneeees 69.7 59.7 (14.3)
Interest income and other finanNCe INCOME .....cceeuvniiiiiiiiiiiiccee e 5.4 18.7 >100.0
Interest expenses and Other fiNANCE COSES v teeeeeeieeeeeeeeiiiiiiiiiiiiieieiiieaes 81.7 73.6 (9.9)
FINANCIAI TESUIL. ... ..ot ee et e e, (76.3) (54.9) (28.1)
Profit/(10sS) before iNCOME taX..........coveveeverierereeieeeeeeeeee e (6.6) 4.8 N/A
INCOME TAX EXPENSE ....v.vveveeveerreees mmmnmm e seeseseeseseesessssessssessasessssssssananseseseens (7.7) (10.0) 301
NEt 10SS FOF tNE YEAE.........vceeeeeeeeeeee e (14.3) (5.2) (63.8)

Revenue

The following table provides a breakdown of ouremwe for the year ended December 31, 2016
compared to the year ended December 31, 2015 loisterclevel:

Year Ended December 31,

2015 2016 Change
(€ million) (%)
Medical ProduUCES™ ..ot 182.7 185.6 1.5
INAUSEAAL M), 318.6 307.8 (3.4)
ThereolMultifunctional CeramiCs ..............coousimmmmmereriieeeieee e e e 46.1 47.4 2.8
ThereolElectronic Applications...........coooiiiiiii o B3. 49.6 (6.8)
Thereo! SPK CUttiNg TOOIS. .....uuuuueiiiiiiies e st eaeeeeeeas .89 38.8 (2.8)
ThereolMechaniCal SYStEMS ........cciiiiiiiiiiiiticeeree e 85. 34.8 (2.8)
ThereotMechanical APpliCAtioNS ........ccooiiiiiiiiieeeee e 21.8 21.3 (2.3)
THEIEOIOTNET. ... 172.9 164.3 (5.0)
CONSOIAALIOM........cviiieiee ettt ste e 1(%5) (48.5) (5.1)
TOMAI FEVEINUE. .......ooeeecie et eees sttt 5013 4933 (1.6)

(1) The numbers presented for Medical Products andsinidurepresent external revenue to third parties.

(2) We began implementing a comprehensive reorganizati@ur Industrial business in 2016 and 2017 gheotto streamline our internal
structure by bundling together similar clusterggriihg our marketing and sales team across thenbssj standardizing key processes
and centralizing R&D know-how. As a result, thegeetation of our revenue by cluster for the Indakbusiness for the years ended
December 31, 2014, 2015 and 2016 is not compataltlee presentation for the nine months ended 8epe 30, 2016 and 2017,
respectively.

(3) The revenue presented for the individual uiiténdustrial includes internal revenue to CeramGzoup companies. The line item
“Consolidation” represents all internal revenuewsein the clusters listed under Industrial to shbes @amount by which the total
revenue figure for Industrial has been reducedctmant for such internal revenue. However, our rgangent believes that revenue
including internal sales for our clusters Industpeovides a better description of trends in thelsesters due to substantial internal
revenue between our clusters in Industrial.
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The following table provides a breakdown of ouremwe for the year ended December 31, 2016
compared to the year ended December 31, 2015 mynreg

Year Ended December 31,

2015 2016 Change
(€ million) (%)

Europe (excluding Germany) ........ccoouiiiiieeeeeeeeeeeeeeeeeeeeeeeeiieeeeeeeee e e e e 209.3 210.8 0.7
LCT=T1 007 12 | TPRT 130.2 1331 2.2
o] { g I A L= o PR 83.5 73.0 (12.7
- OO PREPRR 62.7 61.4 (2.1
RESE OF WO ...ttt 15.5 15.1 (2.5
TOtAI FEVENUE. ..ottt ee s 501.3 493.3 (1.6,

Revenue was €493.3 million for the year ended Déegn31, 2016, a decrease of €8.0 million or
1.6%, as compared to €501.3 million for the yeateghDecember 31, 2015. This decrease was mainlyadue
the decrease in revenue of our Industrial business.

Revenue in our Medical Products business was €188lién for the year ended December 31, 2016,
an increase of €2.8 million or 1.5%, as comparegll®?.7 million for the year ended December 31520 his
increase was mainly due to an increase in volurowtly; which more than offset adverse pricing effeadt key
customers.

Revenue in our Industrial business was €307.8 anilfior the year ended December 31, 2016, a
decrease of €10.8 million or 3.4%, as compared3tiB8&6 million for the year ended December 31, 20ths
decrease was mainly due to several Industrial elsistot repeating their strong 2015 performanceiléNh
revenue in Industrial is influenced by the develepinof our target markets, the effect of the indaktycle in
the past has been offset by various particular Idpaeents, namely project activity in the ethylendde
catalyst business of CeramTec North America wastow 2016 due to reduced demand from Chinese end
market customers, resulting in lower sales agaliresiprevious year. In Electronic Applications, sdie a key
customer did not see a repetition of the extramels sold to this customer in 2015. Mechanical &ystend
Mechanical Applications were facing lower demandhia construction and textile machinery market2046
as a result of the economic cycle. This is partisnpensated by positive developments in our ETE®idiv
showing good ballistic sales, CeramTec Malaysiahwvatdditional volumes in the examination segment,
CeramTec Suzhou showing a strong fourth quartertiaadull year effect in 2016 of our acquisition DA
Ceramics, Inc.
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Cost of sales and gross profit

The following table shows a break-down of our cadtsales for the years ended December 31, 2015
and 2016:

Year Ended December 31

2015 2016
(% of (% of

(€ million) revenue) (€ million) revenue)
Material and packing COSES ............ovvvviemmeemeciiieeeeeeeeeeeeen, 94.8 18.9 88.7 18.0
Personnel EXPEeNSEe.........uuueeuuuuuniiiiieeeeeeeeeeeeeneas 108.5 21.6 113.5 23.0
Amortization and depreciation 50.4 10.1 49.9 10.1
Other COSt Of SAIES........cccueeeveeeeeeceeeemerete e 46.3 9.2 42.8 8.7
COSt Of SAIES ..., 300.0 59.8 294.9 59.8

Cost of sales was €294.9 million (59.8% of reverfaejhe year ended December 31, 2016, a decrease
of €5.0 million or 1.7%, as compared to €300.0 imill(59.8% of revenue) for the year ended Decerhier
2015. This decrease was mainly caused by lowermeguwhich were offset by additional contribution to
pension fund (solvency) and severance payments.

Gross profit was €198.4 million for the year endEtember 31, 2016, a decrease of €3.0 million or
1.5%, as compared to €201.4 million for the yeadeghDecember 31, 2015. Excluding amortization and
depreciation and non-recurring items, our Adjusieoks profit increased by €2.0 million from €25&8lion
for the year ended December 31, 2015, to €254.liomifor the year ended December 31, 2016, while ou
Adjusted gross profit margin increased by 1.2 paage points from 50.4% to 51.6%.

Selling costs

Selling costs were €91.5 million (18.5% of revenioe)the year ended December 31, 2016, an increase
of €4.7 million or 5.4%, as compared to €86.8 milli(17.3% of revenue) for the year ended December 3
2015. Excluding amortization and depreciation arwh-recurring items (which, for both periods mainly
comprised non-recurring litigation costs), our Asdpd selling costs decreased from €49.9 millio®.6f6 of
revenue for the year ended December 31, 2015 to4&dilion or 9.6% of revenue for the year ended
December 31, 2016 and remained broadly stablgpascantage of revenue.

Research and development costs

Research and development costs were €22.8 miltiothé year ended December 31, 2016, a decrease
of €1.4 million or 6.0%, as compared to €24.2 willifor the year ended December 31, 2015. Excluding
amortization and depreciation and non-recurring#eour Adjusted research and development costeaked
to €19.9 million or 4.0% of revenue for the yeaded December 31, 2016, as compared to €22.4 mitlion
4.5% of revenue for the year ended December 315.24is decrease was mainly due to a re-focusinguof
R&D expenses as part of our Innovation Excellendeitive.

General administrative costs

General administrative costs were €22.2 milliontfug year ended December 31, 2016, a decrease of
€1.1 million or 5.1%, as compared to €21.1 millifor the year ended December 31, 2015. Excluding
amortization and depreciation and excluding nonmuréeg items, our Adjusted general administrativests
decreased from €16.4 million or 3.3% of revenuetf@ year ended December 31, 2015 to €16.3 miblion
3.3% of revenue for the year ended December 3% 20d remain broadly unchanged in terms of pergenté
revenue.

Other income and expenses, net

Other expenses were €2.2 million for the year erdletember 31, 2016, a decrease of €2.7 million, as
compared to other income of €0.4 million for tharyended December 31, 2015. This decrease wasyndaiel
to foreign exchange effects, as a net gain ondarekchange of €2.0 million in 2015 changed totaga& on
foreign exchange of €0.0 million in 2016, compeaddiy a reduction of €0.6 million acquisition cosisl €0.7
million lower restructuring cost.
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Interest income and other finance income

Interest income and other finance income was €d@libn for the year ended December 31, 2016, an
increase of €13.3 million as compared to €5.4 arillior the year ended December 31, 2015. This aseravas
mainly due to a higher net gain resulting fromflie value measurement of derivatives.

Interest expenses and other finance costs

Interest expenses and other finance costs wer® &7iion for the year ended December 31, 2016, a
decrease of €8.1 million or 9.9%, as compared th&&illion for the year ended December 31, 2015s T
decrease was mainly due to the reduction of logsdereign exchange differences and lower intezgpenses.
The financial expenses include €50.7 million irenest expenses from syndicated loan and bond ,nglli@n
in expenses from the effective interest rate metBad.9 million in interest expenses from sharefioldan and
€5.2 million in exchange rate losses and otherésteexpenses.

Income tax expenses

Income tax expenses were €10.0 million for the ywated December 31, 2016, an increase of €2.3
million or 30.1%, as compared to expenses of €dllfomfor the year ended December 31, 2015. Thesaase
was mainly due to an increase in income before tax.

Net loss
As a result of the developments described abouelose for the period was €5.2 million for the year

ended December 31, 2016, a decrease of €9.1 mdlidi8.8%, as compared to a net loss of €14.3anillor
the year ended December 31, 2015.
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Year Ended December 31, 2015 Compared to the Yemlel December 31, 2014

The following table sets forth amounts from ourttrigal consolidated financial information along
with the percentage change for the year ended DmmeB1, 2015 compared to the year ended December 31
2014:

Year Ended December 31,

2014 2015 Change
(€ million) (%)

REVENUE ... e e e e e e e e et s eeme e e e e e eanaaes 474.8 501.3 5.6
COSE OF SAIES ...ttt e e 293.5 300.0 2.2
GIOSS PFOMIt 1.vveieieeie ittt ettt e eae et e et et eeteare et eereereeree s 181.3 201.4 111
IS Y=Y 11 o 0T T] £ 78.9 86.8 10.0
Research and development COSES.... ..o e e e 24.1 24.2 0.7
General adminiStratiVe COSES.............uu e eeettieeeeeeeiiie e e e e e eeatiiaeeeeeeeaeeaeeeees 18.9 21.1 11.9
Other income and XPENSES (=), NEL........cummmereerereerereereeeeeeeeseeseseesesesnenss 2.0 04  (77.6)
OPEIAtING INCOME ... .veiveieeieeeeeeee e e et ete et ee et e et e et e ae et e ste s e eee e e e eeanens 61.5 69.7 13.3
Interest income and other finance INCOME .........c.oooiiieiiiiiiiiiii e, 0.2 5.4 >100.0
Interest expenses and Other fINANCE COSES wm..vvererreeereeeereeeeeeeeeeeeeeeeens 94.1 817  (13.2)
FINANCIA TESUIE ..ottt ettt ettt et et ettt e et ee et eeeen s (93.9) (76.3)  (18.7)
Loss before income tax (32.4) (6.6) (79.6)
INCOME tAX EXPEINSE ... emememm e e e s e s e s e e e eee et eeee e s e eann e 1.0 (7.7) N/A
NEt 10SS FOF tNE YOI ...t (31.4) (14.3)  (54.4)

Revenue

The following table provides a breakdown of ouremwe for the year ended December 31, 2015
compared to the year ended December 31, 2014 losterclevel:

Year Ended December 31,

2014 2015 Change
(€ million) (%)
Medical Products™ ...........cccooviiieee et 177.6 182.7 2.9
INAUSEHAl D@L 297.2 318.6 7.2
ThereotMultifunctional CEramiCs ...............euuuimmmmmreeeeeeeeeeaaeee e e e eeeeeeeaaaaeeeeeans 47.2 46.1 (2.3)
ThereolElectronic Applications 46. 53.2 13.4
ThereoISPK CUtiNG TOOIS. .......uiiiiieiiiiiiiiiieeeeeiit et e e e .88 39.9 2.8
ThereolMechaniCal SYStEMS ........ccoiiiiiiiiiiitieeeeee e B6. 35.8 (0.6)
ThereotMechanical Applications 23.3 21.8 (6.4)
ThereolOther...........ccccccvveeeiiins 150.6 172.9 14.8
Consolidatiof? 5(8) (51.1) 12.3
TOLAI FEVEINUE. ..otttk ettt 474.8 501.3 5.6

(1) The numbers presented for Medical Products andsinidurepresent external revenue to third parties.

(2) We began implementing a comprehensive reorganizati@ur Industrial business in 2016 and 2017 gheotto streamline our internal
structure by bundling together similar clusterggriihg our marketing and sales team across thenbssj standardizing key processes
and centralizing R&D know-how. As a result, thegeetation of our revenue by cluster for the Indakbusiness for the years ended
December 31, 2014, 2015 and 2016 is not compatalttes presentation for the nine months ended &eye30, 2017.

(3) The revenue presented for the individual uiriténdustrial includes internal revenue to CeramGzoup companies. The line item
“Consolidation” represents all internal revenuewsein the clusters listed under Industrial to shbes @amount by which the total
revenue figure for Industrial has been reducedctmant for such internal revenue. However, our rgangent believes that revenue
including internal sales for our clusters Industpeovides a better description of trends in thelsesters due to substantial internal
revenue between our clusters in Industrial.
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The following table provides a breakdown of ouremwe for the year ended December 31, 2015
compared to the year ended December 31, 2014 mynreg

Year Ended December 31,

2014 2015 Change
(€ million) (%)

Europe (eXCluding GEIMANY) .......ceeveuvuriieeieeeeieinenennnnnnaaseaeseaaaaaaaaaeaaeeennnnnes 202.4 209.3 3.4
(1T g0 0T PRSPPI 134.5 130.2 (3.2)
[N 0T AN o =T o 68.8 83.5 21.¢
N - U PUUUUSURPPPSPRR 55.8 62.7 12.t
S Ao LY 4 o S 134 155 15.¢
TOLAI FEVEINUE. ......c.veeveeeeeeeeeeee et ete et te et eeeeeaeeteete e et ne e teeteeteeeeeaeeaens 474.8 501.3 5.€

Revenue was €501.3 million for the year ended Déeer3l, 2015, an increase of €26.5 million or
5.6%, as compared to €474.8 million for the yeateehDecember 31, 2014.

Revenue in our Medical Products business was €1@#lidn for the year ended December 31, 2015,
an increase of €5.1 million or 2.9%, as comparegilft/.6 million for the year ended December 31420 his
increase was mainly due to our strong market mosith the growing total hip replacement market and
increased penetration of ceramic components. Pedioce in the Medical Products business was impdmnted
lower volumes of inserts but higher ball head vatugnowth.

Revenue in our Industrial business was €318.6 anilfor the year ended December 31, 2015, an
increase of €21.4 million or 7.2%, as compared2®7€2 million for the year ended December 31, 20w
revenue development in Industrial was mainly inflced by the Electronic Applications cluster, whigew by
13.4% as reported mainly due to increased volumegmsor tapes to a top customer, Emil Muelleh giod
volumes development to a key customer, the acguisaf DAI Ceramics, Inc. and supported by positive
foreign exchange effects from translation. We cargd experiencing overall good conditions in the
automotive, construction and machine industrie20d5. Notable other effects include a delay in ribléer
bearing project in Mechanical Systems, softer leXtusiness in China, which negatively impacted hdical
Applications revenue, good volumes of ethylene exmhtalyst (‘EOC”) products compensating for the
discontinuation of our e-cigarette business in @drac North America and the decline in businessunf@T-
ETEC division (lower wear protection volumes).

The regional split of revenue for the year endedebeber 31, 2015 is 26.0% for Germany, 41.8% for
Europe (which includes most of the revenue from @EMour Medical Products business), 16.7% for Nort
America, 12.5% for Asia and 3.1% for Rest of Worldthe geographical split remained broadly unchanged
compared to the year ended December 31, 2014.

Cost of sales and gross profit

The following table shows a break-down of our aistales for the years ended December 31, 2014
and 2015:

Year Ended December 3

201¢ 201t
(% of (% of
(€ million) revenue) (€ million) revenue)
Material and packing COStS ...........coouvieeemerieiiieeee e, 88.7 18.7 94.8 18.9
Personnel eXpense.........cocuviiiiiiiic i 101.: 21.% 108.t 21.¢
Amortization and depreciation 55.5 11.7 50.4 10.1
Other cost Of SAlES........eeviiiiiiiiiiiiie e 48.0 10.1 46.3 9.2
COSt OF SAIBS. ... 293.5 61.8 300.0 59.8

Cost of sales was €300.0 million (59.8% of revenicg)the year ended December 31, 2015, an
increase of €6.5 million or 2.2%, as compared t83€2 million (61.8% of revenue) for the year ended
December 31, 2014. This increase was mainly caogdigher volumes.

Gross profit was €201.4 million for the year en@sttember 31, 2015, an increase of €20.1 million or
11.1%, as compared to €181.3 million for the yeadeel December 31, 2014. Excluding amortization and
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depreciation, our Adjusted gross profit increasgd€n5.8 million from €237.8 million for the year eed
December 31, 2014 to €252.6 million for the yeadeehDecember 31, 2015, while our gross margin asgé
by 0.3 percentage points from 50.1% to 50.4%.

Selling costs

Selling costs were €86.8 million for the year en@egtember 31, 2015, an increase of €7.9 million or
10.0%, as compared to €78.9 million for the yeadeghDecember 31, 2014. Excluding amortization and
depreciation, our Adjusted selling costs increasgd7.2 million from €49.7 million or 10.5% of ravee for
the year ended December 31, 2014 to €56.9 millidhlat% of revenue for the year ended Decembe2@115,
mainly due to increased revenue due to accelegatedth and affected by non-recurring litigation tsoelating
to litigation with C5/Metoxit.

Research and development costs

Research and development costs were €24.2 mili@%{ of revenue) for the year ended December
31, 2015, an increase of €0.2 million or 0.7%, amgared to €24.1 million (5.1% of revenue) for trear
ended December 31, 2014. This increase was maimytalincreased efforts to develop new medical yortsd
and to support our other growth projects, offsetslyings in our development of transparent ceramitsh
entered a more customer and application focusgg sta

General administrative costs

General administrative costs were €21.1 millior2¥.of revenue) for the year ended December 31,
2015, an increase of €2.2 million or 11.9%, as careg to €18.9 million (4.0% of revenue) for theryeaded
December 31, 2014. This increase was broadly mWith our revenue growth and affected by non-néegr
consulting costs.

Other income and expenses, net

Other income was €0.4 million for the year endedddaber 31, 2015, a decrease of €1.6 million or
77.6%, as compared to other income of €2.0 millmrthe year ended December 31, 2014. This decngase
mainly due a lower non-operating release of prowisifor pension adjustment.

Interest income and other finance income

Interest income and other finance income was €5llibmfor the year ended December 31, 2015, an
increase of €5.2 million as compared to €0.2 millfor the year ended December 31, 2014. This iseresas
mainly due to a net gain on the fair value measergrof derivatives.

Interest expenses and other finance costs

Interest expenses and other finance costs wer& &illion for the year ended December 31, 2015, a
decrease of €12.4 million or 13.2%, as comparegbtbl million for the year ended December 31, 20tis
decrease was mainly due to the reduction of losseterivative valuations and lower expenses fropliegtion
of the effective interest rate method. Interestemges and other finance costs for the year endeenizer 31,
2015 include €54.1 million in interest expensesfreyndicated loan and bond, €7.2 million in expserfeem
the effective interest rate method, €11.0 milliorcash interest expenses from shareholder loag€@Bdnillion
in exchange rate losses and other interest expenses

Income tax benefit/(expenses)

Income tax expenses were €7.7 million for the yratted December 31, 2015, an increase in expenses
of €8.7 million, as compared to an income tax bierogf€1.0 million for the year ended December 30Q14.
This increase was mainly due to an increase inniecand a decrease in deferred tax income from tempo
differences.
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Net loss

As a result of the developments described above,lass was €14.3 million for the year ended
December 31, 2015, a decrease of €17.0 milliondo4%, as compared to a net loss of €31.4 milliontlie
year ended December 31, 2014.

Liquidity and Capital Resources

Our principal source of liquidity has been caslwlidrom operations as well as drawings under our
revolving credit facility under the Existing Senieacilities Agreement. Our liquidity needs ariser@rily from
debt service requirements related to our Existiripttand the need to fund our working capital resmagnts,
capital expenditures and restructuring costs.
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Cash Flows

The following table summarizes our cash flows fa years ended December 31, 2014, 2015 and 2016
and the nine months ended September 30, 2016 dvd 20

Nine Months
Ended
Year Ended December 31, September 30,
2014 2015 2016 2016 2017
(€ million)

Net income/(loss) for the period............ccccvvvenn. (31.4) (14.3) (5.2) (7.5) 24.4
INCOME taX EXPENSES .........vvvevreeeeeeeeeereneeeeenn (1.0) 7.7 10.0 6.0 13.9
Interest result...........ccceeeeeiiniiiieeeen e, 79.1 74.7 71.2 53.7 46.6
Depreciation and amortization on non-current
ASSEES ..ttt e ettt eeas 89.2 84.6 86.0 62.8 62.7
Gain/(Losses) from disposal of fixed assets....... 0.0 0.1 0.1 (0.0) 3.2)
Increase/(decrease) in provisions (excluding
deferred taxes) .......coeeeeeeieiiii 3.2 1.2 9.4 8.1 (4.3)
Income tax refund/(payment)..........cccceveeeeennnn. (16.4) (11.3) (16.2) (10.9) (17.0)
Other non-cash expenses/income, net 15.5 1.7 (15.1) (5.2) 3.0
(Increase)/decrease in inventories..................... 3.4 (6.3) (1.8) 0.7 (6.8)
(Increase)/decrease in trade receivables............ 4.1) (5.1) (0.4) (8.7) (4.6)
(Increase)/decrease in other receivables and
(financial) asSets ..........covvvviiiiiiiiiiceeeeeeeeeeeeeeennes 0.4 0.6 1.7 15 (2.5)
Increase/(decrease) in trade accounts payable... (9.7) 1.9 (0.9) (2.6) (0.0)
Increase/(decrease) in other (financial) liabiitie.. 18 01 (0.7) 3.7 1.6
Cash flows from operating activities................... 130.0 1355 138.0 1017 1138
Cash received from disposals of property, plant

and eqUIPMENT .......uueiieieieee e e eeeeeeees 1.3 0.3 0.3 0.3 3.4
Cash (paid) for investments in property, plant and

(<o (U104 [=Y o ST 47.7) (26.9) (15.0) (10.7)  (14.6)
Cash received from grants.................. commmmmeeenns 6.1 1.1 0.1 0.1 0.0
Cash received from/(paid for) investments in

intangible assets..........ccccveeeiiiiiiecccee e, (1.4) (1.2) (0.7) (0.3) (0.5)
Cash paid for the acquisition of entities.............. (3.5 (10.9) 0.0 0.0 (55.5)
Cash flows from investing activities.................... (45.3) (37.5) (15.2) (10.7) (67.1)
Repayment of syndicated [0an...............cocee.... (7.5) (18.7%) (30.12  (21.7) (27.89
INtEIESt PRI ..o (55.4) (55.3) (54.1)  (47.1)  (49.9)
Cash received from drawing of revolver loan...... — — — — 22.0
Repayment of shareholder loan......................... — — — — (97.6)
Transfer of profit/(loss) to former shareholder..... (26.9) — — — —
Cash flows from financing activities.................... (89.8) (74.0) (84.2) (68.8) (153.3)
Change in cash and cash equivalents................ G.1) 24.0 38.6 22.3 (106.6)
Net foreign exchange difference............ccccceve.... 0.4 0.2 (0.4) (0.5) (0.9)
Cash and cash equivalents at the beginning of the
o= o] I 67.0 62.2 86.5 86.5 124.6
F()i;’;lrsi;cr;dand cash equivalents at the end of the 62.2 86.5 124.6 108.3 170

(1) Includes transaction costs of €0.5 million coststli@ repricing of a term loan.
(2) Includes transaction costs of €0.3 million edst the repricing of a term loan.

(3) Includes transaction costs of €0.3 million edst the repricing of a term loan.
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Cash flows from operating activities

Cash flows from operating activities increased fré@h01.7 million for the nine months ended
September 30, 2016 to €113.8 million for the ninenths ended September 30, 2017, principally duanto
increase in our EBITDA, mainly driven by higher waies with limited price erosion, higher productivitom
operational excellence initiatives, as well as erefese in selling, general and administrative eseermue to
cost management.

Cash flows from operating activities increased frofd35.5 million for the year ended
December 31, 2015 to €138.0 million for the yeadeshDecember 31, 2016. This increase was mainhtalue
higher earnings and a stable working capital in6201

Cash flows from operating activities increased frofd30.0 million for the year ended
December 31, 2014 to €135.5 million for the yeateshDecember 31, 2015. This increase was mainlyalae
higher EBITDA in 2015, resulting from business gtiovn both our Medical Products as well as our ktdal
business.

Cash flows used in investing activities

Cash flows used in investing activities increaseamf €10.7 million for the nine months ended
September 30, 2016 to €67.1 million for the ninenthe ended September 30, 2017, principally dué¢o t
purchase price payment of €55.5 million for assets,of liabilities, for the UK electro-ceramicsdiness of
Morgan Advanced Materials plc, which was comprigetivo manufacturing sites.

Cash flows used in investing activities decreaseonf €37.5 million for the year ended
December 31, 2015 to €15.2 million for the yearesh®ecember 31, 2016. This decrease was mainhedaus
by lower investments in property, plant and equipnemmpared to 2015 and the acquisition of DAI Gecs,
Inc. in 2015. There was no similar acquisition @18.

Cash flows used in investing activities decreaseonf €45.3 million for the year ended
December 31, 2014 to €37.5 million for the yeareehBecember 31, 2015. This decrease was primatdyed
to investments in 2014 for the expansion of martufawy capacities in Marktredwitz. This effect waartially
compensated by higher cash outflows for the adiprisof DAI Ceramics in 2015.

Cash flows used in financing activities

Cash flows used in financing activities increaseamf €68.8 million for the nine months ended
September 30, 2016 to €153.3 million for the ninenths ended September 30, 2017, principally dutets
service payments (interest payments and partisdyrepnt of principal) of €105.4 million relating the
Existing Shareholder Loan.

Cash flows used in financing activities increasedmf €74.0 million for the year ended
December 31, 2015 to €84.2 million for the yearezh@®ecember 31, 2016. This increase was mainlytalue
increased voluntary repayments on the term loamuite Existing Senior Facilities Agreement.

Cash flows used in financing activities decreasedmf €89.8 million for the year ended
December 31, 2014 to €74.0 million for the yeareshBecember 31, 2015. This decrease mainly resfitied
a transfer of profit/loss to a former shareholder2014, partially compensated by increased volyntar
repayments on our term loan.
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Capital Expenditures

The following table provides an overview of our italexpenditures for the years ended December 31,
2014, 2015 and 2016, the nine months ended Septd@p2016 and 2017 and the LTM Period to September
30, 2017:

Nine Months Twelve Months

Year Ended Ended Ended
December 31, September 30, September 30,
2014 2015 2016 2016 2017 2017
(€ million)
Additions to intangible assets ........cccccoevveeeeeennn. . 1.4 1.1 0.7 0.3 0.5 0.8
Additions to property, plant & equipment............ 48.0 26.7 13.9 8.2 13.8 194
Capital expenditures (groSs)........ccceeeeeeeeeeeeeeenns 49.4 27.8 14.5 8.5 14.3 20.2
GOoVErnNMENt GrantS..........eeeeeeeeeeeseesemmmeeeeeeeeees (3.00 (1.3) 0.1 0.1 0.0 0.0
Capital expenditures (Net)............coeevvvvvveeevienennnns 46.3 26.6 14.6 8.6 14.3 20.2
Additions from business acquisitions - 13.1 - - 1.6 51.6

In general, our capital investment is split evehlgtween maintenance and growth projects. The lower
investment spending in the year ended Decembe@ll§ was mainly driven by phasing of growth pragect
which reflected the market conditions in the firatf of 2016, and an increased focus on asset ptiwity.

We believe that our asset base is well investeth wufficient machine capacity to accommodate
expected growth in demand. We expect the centrhlimanagement of operations in Europe, which was
conceived in 2016 and launched on January 1, 201dtive additional improvements in asset prodiistias
capital expenditures and asset utilization areshiclilly managed across sites.

Our annual capital expenditures have typically amed to between €25 million and €30 million, of
which €10 million to €15 million has typically beeelated to maintenance and the remaining €10anitid
€15 million to growth. Given the lower level of ¢t expenditures in 2016, we would expect certatch-up

effects in 2018, which may be significant, and wdooiting the three-year average capital expenditomek in
line with our typical level

Contractual Obligations

The following table summarizes our contractual gdions as of December 31, 2016:

Payments due by period

2022
Carrying and
Contractual Obligations amount 2017 2018 2019 2020 2021 beyond
(€ million)
Trade payables..............ccceeeeeeeeeenn. 22.4 22.4 0.0 0.0 0.0 0.0 0.0
Trade payables owed to affiliates...... 0.2 0.2 0.0 0.0 0.0 0.0 0.0
Liabilities to banks...............ccccoeeeee 664.8 28.4 29.3 27.4 668.2 0.0 0.0
Bond liabilities.............cccceviiiereenns 308.7 25.3 25.3 25.3 25.3 332.0 0.0
Liabilities to affiliates................ceen.... 154.4 56.5 0.0 0.0 0.0 0.0 166.3
Finance lease liabilities.................... 1.4 0.1 0.2 0.2 0.2 0.2 1.7
Other financial liabilities.................... 3.6 3.6 0.0 0.0 0.0 0.0 0.0
TOAl v, 1,155.5 136.5 54.8 52.9 693.7 332.2 168.0
Lease Commitments
As of December 31, 2016, our future payment ohligatfrom finance leases break down as follows:
Uptol 1to5 More than
Finance lease commitments Total year years S years

(€ million)
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Present value of minimum lease payments .....cccccevveeeveeeennnnns 1.4 0.0 0.2 1.2
INterest effeCt.. ... 1.0 0.1 0.4 0.5

Minimum lease PaymMeNts.............cooveeeeeerecieeereeereeeeeeeeeennes 2.4 0.1 0.6 1.7

Our operating lease commitments mainly relate tal land buildings as well as technical equipment and
machinery. As of December 31, 2016, our future mEynobligations from operating leases break down as
follows:

Up to 1 year 1to5 years Total
(€ million)
Operating lease payment obligations............cccccccovveeiieeenea. 1.7 0.9 2.6

Provisions for Pension Commitments

We provide our employees with various defined bérefd defined contribution pension plans in
relation to retirement, invalidity and death betsefiThe promised benefits differ from country toauctry
depending on the legal, tax and economic conditiéhsthermore, the existing plans are subject ® th
respective local requirements as well as the fimgnand the plan assets of pension plans.

The following table shows the amount of the obligatand plan assets as well as the provisions and
other assets for our defined benefit plans at égénming and at the end of the year ended DeceBihe2016:

Year Ended December 31, 2016

German Foreign
plans plans Total
(€ million)
Benefit obligations at the beginning of the year.............cccccvviiiiinnnn. 78.5 12.8 91.3
SEIVICE COSES ...utiiiiiiieeiiiiitit ittt e e ettt e e e e e e e e e e e e e e e e mnneanes 2.7 0.0 2.7
INEEIESE EXPENSES ... ettt ee e ettt e et e e e et e e e e 1.9 0.4 2.3
REMEASUIEMENTS .....coiiiiiiiii s 13.5 21 15.7
Foreign currency translation ................cceeeeeeriiieeeeeeeeeeieeieeeeeieeaas 0.0 (1.8) (1.8)
BENEFitS PAIG........o o erreei e e —————— (2.3) (1.1) (3.4)
Benefit obligations at the end of the Year..............cccooveeeeeoeeeeeeeeeeeenn 944 12.5 106.8
Market value of plan assets at the beginning of thgear................c............ 0.0 5.3 5.3
Interest income from plan @SSetS ..........eeevieieiiiiiiiiiiiiiiiee e 0.0 0.2 0.2
Expense for managing the plans ... 0.C (0.3 (0.3
Employer CONtrBULIONS .......uueiiiieis s eeeeeas 0.0 0.5 0.5
REMEASUIEMENTS .....ccciiiiiiiiiii et eee e e e e 0.0 0.5 0.5
Foreign currency translation ..o 0.C (0.7, (0.7,
BENETItS PAI.......cveeirieieeeete ettt ete et et e e ae e ereeeenaeeas 0.0 (1.0) (1.0)
Market value of the plan assets at the end of thee@r.........ccccceeevveviivnnnenn.. 0.0 4.4 4.4
Net obligation amount for pension benefits...........cccccccvvniiic, 94.4 8.1 102.4

The actuarial loss is primarily due to the decréaghe discount rate for the German plans of 1{6€6
the year ended December 31, 2016, as compared%o f2r the year ended December 31, 2015. The eagbect
contributions to the defined benefit plans by thpkyer until December 31, 2017 amount to €0.3iamill For
the year ended December 31, 2017 CeramTec expettake benefit payments in the amount of €2.6 onilli

Off-Balance Sheet Arrangements
As of September 30, 2017, we have no off-balaneetsiwrrangements except for an uncommitted true

sale and factoring program with PB Factoring GmbHidlation to certain accounts and receivablesyedlsas
certain leases entered into in the normal courbeisihess.
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Critical Accounting Policies and Significant Accouning Estimates

Our principal accounting policies are describedate 2, titted Accounting principlesof the audited
financial statements included elsewhere in thispimpental Bondholder Report. The preparation ofatidited
financial statements under IFRS requires assunmgptenmd estimates to be made which can impact the
measurement of the assets and liabilities recognineome and expenses, as well as the disclosure of
contingent liabilities. Estimates and the assunmgtionderlying them are based on management'’s bestate
and facts, circumstances and information availebl@anagement. Actual amounts may deviate frormeséd
amounts. All estimates and assumptions are reviewed regular basis. Changes in estimates aretediirs
the current period in the event that the changg affécts the current period. Otherwise the chaéagecorded
in future periods.

Our management believes the accounting estimassustied below represent those accounting
estimates requiring the exercise of judgment wheedifferent set of judgments could result in theagest
changes to our reported results.

Business combinations

Business combinations are accounted for using twpiisition method. The acquired assets and
liabilities are measured at their acquisition-datevalue.

Using the acquisition method requires certain estéd® and judgments, particularly with regard to
determining the fair value of the acquired intahgissets and property, plant and equipment asasethe
liabilities assumed. The expected useful lives loé tacquired intangible assets and property, plact a
equipment also have to be determined.

This measurement is largely based on estimatedefutash flows. Deviations between the actual cash
flows and those determined when calculating theviaue can have a significant effect on the funegeincome
for the period of CeramTec Group.

Impairment of non-financial assets

Assumptions were made to calculate the recoverableunt to determine whether impairment losses
had to be recognized on intangible assets and pyoggant and equipment. In this regard, futurehciows
were derived from the budget planning and medium-téorecast for each of the cash-generating units.
Management assumes that the assumptions and estjroat which the discounted cash flows are baged, a
accurate. Nevertheless, changes in the economicoeament and growth assumptions can affect impaitme
testing resulting in the need to recognize impairh@sses or to reverse impairment losses in thedu

Valuation allowances on receivables

The recoverability of trade receivables was assedssed on the estimated likelihood of default.
Accordingly, receivables are reduced by approprditavances for amounts estimated to be irrecovergor
example receivables from customers on whose aisseisency proceedings have been initiated araemrioff
in full to the extent that any collateral providsdot recoverable).

Provisions for pension obligations

Defined benefit plans are measured using actueaiaktions. These contain assumptions of discount
rates, future salary trends, mortality rates amdréupension increases.

Provisions

Provisions for the expected expenses from warraibtigations in accordance with national sales
contract law are recognized as of the date on wthielrelevant products are sold according to managgés
best estimate regarding the expenses requiredtt® GeramTec Group’s obligation.

A provision is set up for the obligation to elimiaaenvironmental damage if it is likely to be wdd
and the costs can be estimated reliably. With anggekamination and over the course of performimgvation
measures, the provisions are adjusted in line with knowledge gained. The amount of the individual
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provisions is influenced by factors such as therxof the contamination, the renovation measuaéied: for
and additional demands from authorities, companrigsivate persons.

Deferred tax assets

The calculation of deferred tax assets requiresnagions to be made relating to the future taxable
income and temporal use of deferred tax assetsseTlassumptions take into account the anticipated
development and effect on earnings from the relekgaxable temporary differences. As future besms
developments cannot be foreseen with certainty amednot entirely within CeramTec Group’s sphere of
influence, the measurement of deferred tax assetdves a level of uncertainty.

Quialitative and Quantitative Disclosure about Marke Risk

Our business and financial results are affectediuntuations in global financial markets, including
interest rates, currency exchange rates and contyrpoities.

Interest rate risk

The variable-interest rate loans in U.S. dollar antb expose the CeramTec Group in particular to a
cash flow risk from the change in the EURIBOR aBQ@R interest rates. By comparison, changes irabiei
interest rates relating to the fixed-interest tadad lead to a change in fair value. However, tisis does not
impact the net income for the period or group gguais the bond is carried at amortized cost andg#ein fair
value are not recognized.

Foreign currency risk

Foreign currency risk is the risk that the fairuglor future cash flows of a financial instrumeriit w
fluctuate because of changes in foreign exchantggs.rén the past we were not significantly expoted
particular foreign currency as most of our saleseveienominated in euro.

The following table shows the effects on our nebme for the year ended December 31, 2016 as wella
equity of a hypothetical change of +/- 10% to thesing rate and forward rate as of the reportinig dar our
main foreign currency items.

Change
Change in in the
the spot forward

rate rate As of and for the year ended December 31, 2016
% % uUsD GBP CzZK PLN CNY Total
Eamings effect before tax +10% 5031  -142 30 -1,824 524 2571
(thousand €)...........cevvvevennnnnnn
-10% -6,14¢ 174 36 2,229 1,179 -2,60:
Effect on equity (thousand €)....... +10% -1,902 0 0 0 0 -1,90:
-10% 2,76¢ 0 0 0 0 2,76¢

In connection with our borrowings in U.S. dollar are in particular exposed to foreign currendysris
from changes in the U.S. dollar to euro exchantge ke have in the past entered into currency siwapduce
our exposure to fluctuations in the U.S. dollaetwo exchange rate.

Commodity price risk

We are subject to changes in our cost of salesedalmg movements in underlying commodity prices
(primarily oil and natural gas). Approximately 1086our costs of sales is related to raw materials: price
fluctuations generally follow industry indices. Treav materials we use are generally not tradedoomodity
exchanges with the exception of leadoxid whicloisnected to lead prices, goldsalts which are cdeddo the
gold price, silversalts which are connected toesiland our natural gas needs which are connectédeto
commodities market for natural gas. We historichiye not entered into long-term purchase contratased
to the purchase of raw materials and energy.
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