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Operator

Dear, ladies and gentlemen, welcome to the Schaeffler AG Conference Call
Regarding the Q1 Results 2019. At our customer's request, this conference will be
recorded. As a reminder, all participants will be in a listen-only mode. After

the presentation, there will be an opportunity to ask questions.

(Operator Instructions)

May | now hand you over to Renata Casaro, who will lead you through this
conference. Please go ahead, madam.

Renata Casaro

Thank you very much, operator. Dear investors and analysts, welcome to the Q1
earnings call of the Schaeffler. Mr. Rosenfeld, CEO; and Mr. Heinrich, CFO, will take
you through the Q1 results. And later, we will then available for the Q&A session.
Klaus, the floor is yours.

Klaus Rosenfeld

Renata, thank you, very much. Good morning, ladies and gentlemen. Thanks for
joining our Q1 call and listening to our explanations that | assume that you've
received our presentations and seen the first key figures.

| try to be as crisp as possible and start on page number 4 with my overview page.



1 Owerview SCHAEFFLER
Q1 2019 with mixed results — Market environment still subdued

Key messages Sales growth’ Gross margin
Group sales growth! of +0.4% with an expected slow start into the o, 0,
year, Auta OEM Outperfarmance of 500 bps +0' 4 /6 25 . 2 "’6
EUR 3,622 mn EUR 913 mn
o Gross margin 25,2% (01°18: 27.0%), down y-o0-y in Automotive '
divisions, up in Industrial
EBIT margin® 7.5% (01'18: 11.0%), sequentially stabilized ws. 04’18
[6.5%)
Free Cash Flow? of EUR -235 mn due to lower profitability and EBIT mar ’iFJ Free Cash Flow |
higher Capex & ’ '
]
Transformation continues — Acquisition of XTRONIC, censolidation 7 . 5 /6 E U R 235 mn
of European plant footprint EUR 272 mn

e Guidance 2019 confirmed on Group and divisional level
Fri-adjuested | © Before special ttems | 2 Befare cashin- and outflows for MEA acthities
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As a key message upfront, and | think that is consistent with what also our
competitors and our peers are saying, the market environment is still challenging.
It's foggy out there, low visibility, and clearly a challenging and still subdued market
environment.

We have, as articulated during the AGM, clearly stated our strategy and is
unchanged. And to say that upfront for my point of view, in this environment,
with this strategy, it's all about execution and free cash flow.

Third message, our starting in the year was a little slower than we expect for the
full year. But we achieved Group sales of 0.4% on an FX adjusted

basis with a solid outperformance in Automotive OEM of around 500 basis points,
very much driven by the successful launches and ramp ups in the United States.

The earnings quality has sequentially improved, stabilized versus Q4, also in Auto.
With 7.5%, we are not exactly at the lower end of our guidance, but we are, as you
will see later on, confirming that the 8% to 9% for the Group is clearly in reach.

The free cash flow is minus EUR 235 million. That is a negative delta compared to
Q1 2018 of minus EUR 166 million. The bulk comes from lower EBITDA driven by
the earnings quality. It's also CapEx, and that has clearly some non-recurring items



in there. | can already say upfront here, we are committed to achieve the below 8%
free cash flow to sales ratio [IR note: verbal typo — here is as meant CapEx/Sales
Ratio]. So that should also be doable.

Last point here, our transformation continues. You saw yesterday that we acquired
another small company to build our mechatronic footprint and strengthen in
particular with software and we also can report, as you saw from the press release
yesterday, that we did a next step to consolidate our European plant footprint.

On that basis, we confirm the guidance for 2019, both for the Group and for the
divisional level.



1 Owerview SCHAEFFLER
Schaeffler Group Q1 2019 - Highlights and lowlights

Weak Automotive OEM business in Greater China
(-14.5%") and Europe (-3.3%7)

Automaotive OEM: WP outperformance of 500 bps
driven by strong growth in Americas (+12.4%7)

Automotive Aftermarket sales impacted by weak OES

Strong growth in Industrial division (+6.9%2) with all . -
business and pricing pressure from customer

regions contributing, especially Greater China (+14.1%7) consolidation in Europe

Gross margin still negatively impacted by higher
production costs, overhead costs continued to grow
faster than sales

EBIT margin® sequentially improved by 100 bps mainly
driven by Automotive OEM

Refinancing: Successful placement of EUR 2.2bn
Investment Grade bonds

Capex to Sales ratio temporary over 10% driven by
payouts of investments decided in H2 2018

1iLight Vehicle Produsction | 2 Fi-adjusted | ? Befare special tems

03 May 2009 Rasultscil 2019 Schasdfier A

Let's quickly run through the other ones. I'm not going to read this to you. |
mentioned most of this already.

Automotive with a solid outperformance driven by the Americas; Industrial division
with strong and clearly helpful growth, nearly 7% FX adjusted. Interestingly, most
of this growth comes from a regional perspective out of China, plus 14%.

The EBIT margin in Automotive OEMs sequentially improved. If you look at the
adjusted figure that is backup with the 3.8% margin in Q4, then the 5.0% point in
the right direction. It's now up to us to make sure that that becomes the

6% that we are targeting. The bonds have been already explained.

On the negative side, on the lowlights, we are still confronted with a weak
Automotive OEM business in China, minus 14.5% is in line with market, but clearly
that's what we indicated during our full-year results, Greater China in the first
quarter was not really helpful.

Europe has also been weak, and we need to see how that continues.

Maybe a surprise to you, but also, for us, unsatisfactory, the development in
Automotive Aftermarket, impacted by weak OES business. And as we indicated,
also some structural issues that come from customer consolidation.

We still have to do work on the gross margin. It is — and clearly, driven by the
various regions by higher production costs. Also, overhead costs not where it
should be. It has grown faster than sales. Not a surprise in this environment, but



clearly it's something that we are addressing, and | will come back to this later on.
CapEx to sales, | already mentioned the reasons here.



2 Business Highlights (1 2019 SCHAEFFLER
Automotive OEM — Strong Outperformance, earnings quality still unsatisfactory, albeit stabilized

Sales . . B
Strong Outperformance of LVP? by 500 bps, driven by strong growth in Region
in EUR mn g P t ps, ¥ EE E
] Americas with 12.4%!
2,280 2,286
Business division E-Mobility growing by 33.9%! driven by ramp ups for hybrid
- modules, CVT transmissions and clutch actuators
0l 2018 Ql 2019
Gross profit RE&D ratio flat y-o-y at 8%, especially focusing on E-Mobility & mechatronic systems
margin 24.2% 21.1%
, Weakness in Automotive OEM business in China (-14.5%!) and Europe (-3.3%1)
Eam - continued in Q1 2019
in EUR mn
218 ' ° Negative fixed cost effects caused by lower volumes despite flexing costs in China
113
. .
Q12018 al 2019 Overhead costs increased, in particular personnel costs, but headcount decreased
inQl 2019
EBIT margin® 9.6% 3.0% 1 F¥-adjusted | Befone special items | 2 Light Vehicle Preduction
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Now, very quickly through the divisions. | think you see, on page 6, more or less
what | already said. Two more highlights, E-Mobility is continuing to grow. 34% is
driven by ramp ups in particular for hybrid modules, CBTs and clutch activators.
That is positive. And the R&D ratio has also contributed to some of the margin
improvement. We kept it flat and are starting to see the first effects from more
focus on the future business and a stricter regime on the existing business.

| think all the rest, | have already mentioned. Weakness in China, weakness in
Europe. | think we have been quite good with flexing our cost base in China. We
also need to — we would be in better shape if the same logic would be also
deployed in Europe and elsewhere.

Overhead cost increase is interesting. More or less driven by the personnel costs.
What is a key indicator that this is not going to stay like this is the fact that
headcount has started to decrease in Q1 for the full Group and also for Automotive
and we will, as we indicated, become more stricter on this.



2 Business Highlights Q1 2019 SCHAEFFLER
Automotive OEM - Successful Auto Show Shanghai and projects pipeline building up

Business highlights

P Successful Auto fair in Shanghai (16 - 25 April, 2019)

= Showcasing Schaeffler’s Powertrain Matrix and
SpaceDrive Technology

= E-Axle Production Launch Ceremony parzallel to Auto
Shanghai
P Positive Business Developmentin Q1 2019

* Classic Engine and Transmission business divisions with
growing share of system solutions vs. components in the
order intake

* Pipeline of new projects in E-Mobility building up

Seven is very quickly on the business. Just to give you two highlights here. We had
a, from our point of view, successful auto fair in Shanghai. Some of you were there
and also visited our booths. | think our technological presentation was strong. We
also launched a e-axle production, as you may have heard. So, that's all very
consistent and found great interest.

In terms of the business development, you all know, we are not giving order intake
or order numbers for every quarter. We are doing it for the half years, but | can
indicate that we are seeing a positive development here, both on the classic
engine and transmission business where we gained some new orders and also the
pipeline of new projects and E-Mobility is building up.

Most of these projects are prenomination projects. Some of them are either at an
early stage, some of them are at a later stage. And you will receive more
information for the half-year results



2 Business Highlights (1 2019 SCHAEFFLER
Automotive Aftermarket — Slow start with mixed sales and lower EBIT margin

SHI:jH ! Good growth in Independent Aftermarket with +3.0%?, driven by strang
" o v performance in Region Americas (in particular South America)
a47 a41
- Price increases for selected parts of the product portfolio implemented
a1 2018 a1 2019
Gross profit o Demand in OES business in Reglon Europe showing temporary decline
margin 35.6% 33.7%
EBIT* ) _ o Price pressure due to customer consolidation in European markets
in EUR mn -
M Lower gross margin due to higher product costs and negative price impact,
81 1) efficiency measures (in particular on 5G&A) initiated to compensate headwinds
01 2018 0l 2019
EBIT margin® 18.1% 14.4%

7 Fi-adjusted | ¥ Before special tems
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Aftermarket on page 8, | already gave you some color here. It's a mixed result with
good growth in the Independent Aftermarket, 3%. Also here, a strong regional
performance from Americas and South America. We managed to get some price
increases through for selective parts. But as | said, OES business in Europe showing
some temporary decline. And as we already indicated, customer consideration
becomes a little bit of an issue.

We are tackling this with a range of initiatives, efficiency measures, in particular,
directed to SG&A that form a little bit of a small program for Automotive
Aftermarket, and this is nothing comparable in terms of size with RACE, but it's
clearly there to compensate headwinds and some of the negative impacts. Happy
to speak more about this later on.



2 Business Highlights (1 2019 SCHAEFFLER
Automotive Aftermarket — Chassis Specialist and additional NAPA business

Portfolio re-positioning: Portfolio expansion:

FAG brand, the chassis specialist Entering the North American bearings & seals business
P Re-positioning of RUVILLE steering P Bearings & seals program started in

portfolic under FAG brand FAE Neorth America in 02/18

- Th Chiassis Spacialist

B Upgrade of product quality and 2 = B Product catalogue Is expanding -

positioning as premium brand Rl e currently covering more than

‘g 3 9,000 parts and 1.1 million referenced

P Market launch in Eurape on lune 1, — %A‘EP applications

2019 and glabal roll-out until 2021 ‘-w..,__ﬁ",h"',i,

P Continued ramp-up of sales volume
results In up te 7 EUR mn of
incremental sales In Q1/19 NAPA

= =
wuspenson modules P Steady improvements in profitability as a result of additional fixed

i = p o e caost coverage, as well as purchasing productivity
! &ago a¥ e Uz
g @ Wi, i ._g“&l @m‘w
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In terms of business development, just two positive things. I'll start on the right side
to be -- explain to you. Already in road shows and also during the annual conference
that entering into the ancillary business here, the bearings and seal business in
North America is a critical part of our portfolio expansion. We have started the
bearing and seals program for NAPA in Q2 2018. It starts now to pay off. There is a
good ramp up and sales volume development that supported our sales and we see
that also together with a steady improvement in profitability as a result of
additional fixed cost coverage.

Also, on the classical chassis products that we market on the FAG, we see a positive
development in terms of portfolio repositioning. It's not in the numbers yet, but
we have planned to market launch in Europe on June 1 and global rollout until
2021. It is -- goes hand in hand with a repositioning of our RUVILLE brand and we
think that upgrading our product quality will also pay off.

10



2 Business Highlights (1 2019 SCHAEFFLER
Industrial = Strong growth and slightly lower earnings guality

?IEQJR - - ol Above average sales growth with positive contribution from all regions (China
1 L .
+14.1%7)
824 895
. Continued double digit growth in Wind, Raw Materials and Rallway sector clusters
12018 12019 L . .
Groes profit a a Gross margin increased due to positive volume development and favorable pricing

margin 30.2% 31.6% more than offsetting an increase in production costs

N Growth moementum declining, industrial production forecast lowered to 2% (Prior:
o | 2.6%)
in EUR mn

¥

Higher logistic costs driven by increase of special freights, full ramp up of our

q
7 -95 European distribution center and remaining costs in replenishment centers
Q12018 al 2019 Hu‘,hc—.fr uverhe.ad costs in all functional areas o\a.'ercurnpe.'nsate.'d positive price and
margin evolution, program FIT to support earnings quality going forward
EBIT marsin: 11.2% 10.6% 1 F¥-adjusted | ¥ Before special items
8 May 2009 Rasults Ol W49 Schasdfier AG 1

Industrial, on page 10, clearly a positive surprise with nearly 7% growth. The gross
margin improved. When you look at the EBIT side, then you see that EBIT margin
has come down a little bit. That is something that we will continue to address
through our FIT program. FIT was also mentioned -- it stands for Fast Industrial
Transformation. It's basically the third phase of CORE 1 and

CORE 2. You, on the sales side, can take away that the sales drivers are pretty broad.
It comes from more or less every sector. It comes from the Industrial Distribution
business.

We're also seeing some of the favorable pricing impact now coming in. But in terms
of overhead costs, we need to become more focused here and also make sure that
the earnings quality going forward gets the necessary support. We are still shooting
for the 11% to 13% for 2020.

11



2 Business Highlights Q1 2019 SCHAEFFLER
Industrial = Continued growth in key sectors

Sector Wind
Al—] = L P Significant sales growth with key custemer for multi-megawatt turbines
Further localization & in China

growth in China P Laocal production ramp-up of large size bearings in Nanjing, China

Sector Rail
= R -l

HE B New orders with large railway OEM in Eastern Europe

Rail growth in

Eastern Europe ® Supply of broad product range including spherical, ball and axle box

bearings

B Orders secured with key customers in Asia-Pacific and China
Raw Materials growth in B bew large size bearing contract for cement industry, renewed contract
Asia-Pacific and China with partners in the pulp and paper industry and new major order far
cantinuous caster bearings in China

. .Sec_tmr Ind. Automation P Mitsubishi Electric Corporation and Schaeffler entered into a global

Industry 4.0 strategic partnership
partnership P Target is to boost connectivity and to create Industry 4.0 solutions that
reduce machine downtime and maximize productivity for the customer

03 May 2009 Rasultscpl 2049 SchasdMerds 1

In terms of the sectors, let me cut this short. It's more color here. Wind has seen
significant growth in China. We are ramping up local production there in Nanjing.
And clearly, localization going forward will be a key issue.

Rail has also been a strong contributor, and we just won a good contract with a
large railway operator in Eastern Europe.

Raw materials, in particular, strong in Asia Pacific and China. Also quite consistent.
Raw material covers things like the cement industry.

And pulp and paper and other more infrastructure driven industries. You may have
heard already, it will come out tomorrow that we are opening our new plant in
Vietnam on May 9th. That also clearly indicates how important Asia-Pacific is going
to come.

And in terms of the strategic area, Industrial Automation, Industry 4.0, the thing
that you have already read is, also on page 11, we entered into a global strategic
partnership with Mitsubishi Electric, clearly, showing that we also think highly
about cooperation where possible.

12



2 Business Highlights (1 2019 SCHAEFFLER
Capital allocation — Focus increased and discipline strengthened

1] i
Investment? allecation | in EUR mn Mid-term target: Investment priorization geing forward
Capex ratio: 6-83%2 P Automotive OEM: Strategic growth fields E-Mobility and Chassis
Mechatronics — clearly linked to our EUR 1.5-2.0 bn p.a. order intake

target of program RACE
FY 2017 FY 2018 Q12018 Q12019
P Autormotive Aftermarket: Expansion of our logistics netwerk in all

reglons to increase speed and rellability of our delivery process

Automotive OEM 1,006 70 181 225
P Industrial: Improve our technological expertise in future growth fields
i Industry 4.0 and Mechatronics

Automotive 13 4 18 a0 Y
Aftermarket
Industrial 248 241 35 30 Strengthened Capex discipline - Actions taken in Q1

! P Capex ratio? Q1 temporarily increased due to Qd investment payouts
Schaeffler Group 1,287 1,275 | 234 296 and higher spending for AKD Europe

! P Capex Committee started in Q1 with tightened hurdle rates and stricter

appraval levels

Capex ratio® 9.1% B.7% 8.6% 10.3%

P Capex budgets further reduced in non-strategic areas

*Additians ta intangile assets and property, plant sand equipment| ? Capex in % of sales
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As this is very close to my focus, | have -- we have added a page called capital
allocations on 12. We are giving you a new focus here because this is not the CapEx
number in terms of outflow of cash. It's the PPE number that we also report in our
interim report. We call it investment allocation.

The numbers that you see here, the 296 should not be mixed up with CapEx in the
free cash flow statements. These are the additions to the property, plant and
equipment. It's one of the main drivers of our capital employed. As we told you and
promised, we will put much more focus on capital discipline. And, therefore, the
capital employed number has come under much more scrutiny.

We want to share that with you and show you here that, yes, there are some
increases in the PPE numbers. Some of them, in aftermarket, are driven by these
one-offs that | explained. Industrial is very robust. And in Auto, we have some of
the issues that has been triggered before.

| want to say this once again loud and clear, we are committed to the target of 6%
to 8% on a mid-term basis and we definitely want to bring down the CapEx ratio to
8% for the rest of the year.

There have been additional actions taken here. The CapEx committee started well.
It has now meanwhile a range of meetings. We have made good experience with
the tightening hurdle rate and we will bring this further bound because there is a
lot of smaller things that are coming and, therefore, in a next step, the hurdle rate
will be further reduced.

13



2 Business Highlights Q1 2019 SCHAEFFLER
Transformation continues — XTRONIC and European footprint

Automotive
OEM

P Backward integration for recently acquired | > P> Signing of agreement to sell The Barden Corporation (UK), Plymouth
Paravan technology for autonomous driving /‘ ¢ A to HQW Holding, a UK affiliate of HQW Precision GmbH
P Strengthen software competence for existing X 2 P Divestment is part of Schaefflers UK realignment activities

Acquisition of XTRONIC Divestment of Barden plant, UK Industrial

mechatronic projects and enable more advanced announced last November and the company’s ,Global Footprint”
solutions going forward Initiative

P Key leadership personnel committed to continue
to work for the company

N

P Fully consistent with our M&A radar priorities

N P Divestment of Barden plant is another step to make Schaeffler’s
footprint in Europe more efficient

P Integration of XTRONIC will further support position of Schaeffler as
partner for mechatronics and future mobility solutions

SCHAEFFLER
XTRONIC PARAVAN

XTRONIC is a software company that strengthens our competence in this area. Not
a massive buildup, but something that is focused. It will help us to strengthen the
Schaeffler-Paravan joint venture. It will be integrated in a careful manner as we did
with Paravan as well.

People are excited. There is a group of nearly 175 engineers joining us and we will
use them not only for the drive-by-wire technology, but also for other mechatronics
challenges.

And the sale of the Barden plant is part of our exercise where we said we will align
the footprint and then make sure that we reduce also in the United Kingdom. There
is another one that we will close. This is a sale transaction, very favorable for us
because we could avoid a complete closure of what is normally costly and also
could sell this entity that is a profitable entity at an acceptable price.

So, summing it up, | think a quarter with a pretty difficult market environment, a
mixed result with certainly lots of things that we need to continue. We are
committed to achieve the guidance and we are very focused on getting the

execution things right.

With this, | hand over to you Dietmar.

14



3 Financial Results Q1 2019

SCHAEFFLER

Key figures Q1 2019

Qi 2019
in EUR mn Q1 2018 Q1 2019 vi. Q1 2018
Sales (1] 3,551 3,622 105 s
Gross Profit o G600 913 -47 mn
Gross Margin 27.0% 25.2% -1. B%-pits.
EBIT® 391 272 -119 mn
EBIT Mergin® 9 11.0% 755 -3 5%-pits.
Net income* o 238 137 -101 mn
EPS* [in EUR) 036 0.21 -0.15
Schastiler Valus Added® o 743 421 -322 mn
ROCE® 19.3% 15.0% -4 3%-pis.
Free Cash Flow’ (5] 69 135 -166 mn
Capex [ 6] 06 EYE 67 mn
Met financial debt o 2439 2,805 +366 mn
Gearing ratio® a7.8% 88.5% 0. P¥-prs.

1F¥-adjusted | * Before special iems | ? Attributable ta sharehodders of the parent company | * Earnings per common nan-voting share | * Defined as EBIT before special iems minws Cost of Capital

(108 = @ Capital Empboyed] | © Before special items and based on LTM | "Befare cash in-and outflows for ME&A activities | YRatio of net financial debit to equity incl, non-con troliing intesests
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Okay. Klaus, thank you very much. So, also good morning to everybody on the
phone from my side. | would then skip actually the overview chart, page 14, and go

directly to a more detailed information regarding our sales growth on page

15.

15



3 Financial Results Q1 2019

SCHAEFFLER

o Sales growth — Region Americas with double-digit growth rates

Sales | in EUR mn

.
3,551 3642 3,521 3,527 3,622
Qlils Q218 Q318 Q418 Q119

Sales growth
Reported
-0.6% +4.9% +2.5% -0.4% +2.0%
Fi-adjusted
+3.9% +7.9% +3.7% +0.3% #0.4%
I Fr-adjusted

03 May 2009 Rasultscpl 2049 SchasdMerds

As Klaus already mentioned, our sales quarter-on-quarter compared to last year
has been growing by 0.4% on FX-adjusted basis, which is on the low level driven by

Key aspects
P Group sales up by +0.4%! (Q1718: +3.9%1)

P Sales growth! mainly driven by Americas [+11.9%), offsetting negative
growth in Greater China {-8.0%) and Eurcpe (-1.5%)

P Strong growth? in Americas driven by all divisions [Auto OEM: +12.4%,
Auto AM: +14.1%, Industrial: +5.1%)

Sales by region Q1 2019

Yogy growth wio FX effects ﬂ

Greater China -B.0%

+2.8%  hsiafPacific

-1.5% Europe

3%

Americas +11.9%

the development in the automotive market in China and Europe.

But on the other side, we have a very positive development in Americas, which is
actually offsetting that impact. And in Americas, it's coming across all three
divisions. So, it's a positive sales development that we see on Auto OE, Aftermarket,

but also on the Industrial side.

And nevertheless to mention that also, in Asia Pacific, we could realize a smaller FX

adjusted growth of 2.8%.

16



3 Financlal Results 011 2019 SCHAEFFLER
o Gross Profit — Gross margin lower on negative price, mix and higher production costs

Gross Profit Q1 2018 vs, Q1 2019 | in EUR mn Key aspects
Megative price effect driven by continued price pressure in major
o AQEM end markets, especially in China; Industrial division with
favorable pricing
0 =8 J0 I X Megative mix effect driven by &0EM, due to adverse customer and
a4 31 * o preduct mix in classic product lines and negative regional mix (mainly
e ; China)
a Higher preduction cests in all divisions mainly due to higher input

costs (raw materials and personnel costs)

Actions

i P Additional closing days

Gross Profit  Price Valume Mix  Production FX effect tthers Gross Profit B Further reduction of number of temporary warkers
Ql 2018 Ciosts al zol9
P Hiring freeze in all indirect areas
Gross margin desslopmesnit
7.0%  -D.EN-pts  0.3%-pts  -0.B%-pts  -17%-pts  +12%-pts  -DDM-pts  25.2%

We're now moving on from the top line to gross profit level, which you can see on
page 16. We have actually then three major impacts. One impact is coming from
the price side that the pressure on the pricing in the automotive end market is
going on, especially in China. We are partly compensating this on a Group level with
a positive development on the Industrial side where, based on the measures that
we initiated already last year, now we are able to push through higher prices which
are helping them to compensate and to develop also the profitability on the
Industrial side.

Additionally, second biggest impact is the mix impact on the Automotive OEM side
with the change that is adverse to actually our benefit coming on a customer and
product mix, especially in classic product lines and a negative regional mix with the
development of sales, especially in China. So, that's having negative influence to
the gross profit development from a mix point of view.

And the third big impact is coming from higher production costs in all divisions,
mainly due to higher input costs on raw material, but also on the personnel cost
side.

Nevertheless, especially also now what Klaus mentioned that the situation still is
actually having a low visibility. We also started additional measures. We added
closing these now also for the coming months in order to control our personnel
cost development properly.

We continue with the reduction of temporary workers and you can see this in the
report that, actually compared to year-end 2018, our full-time equivalent went

17



down already by a significant amount and we have actually implemented a hiring
freeze in all the indirect areas to make sure that the cost development is well
managed.

18



3 Financlal Results 01 2019 SCHAEFFLER
o EBIT margin — Sequential improvement, but still subdued earnings quality

EBIT! | in EUR mn Key aspects
P Even if sequentially improving, Automotive OEM division’s Q1 2019
EBIT margin is the main driver of the Group’s EBIT margin y-o-y erosion
P Autormotive Aftermarket EBIT margin affected by market consolidation

in Western Europe

P Industrial EBIT margin slightly lower y-o-y as ongoing positive volume
and price effects could not fully offset higher production and logistic

391 4042 3553 2318 2725 costs
Q118 0z 18 03 18 Q4 18 Q119
1
EBIT margin aiie
n EUR mn al118 118 ws. Q118
EBIT margin*
Aute OEM 9.6% 5.0% 5%
11.0% 11.1% 10.1% 6.5% " : -
FY EBIT margin® Aftermarket 18.1% 14.4% -3 7%-pts.
9.7% Industrial 112% 106% -D6%-pts.
Group 11.0% 15% -2.5%-pts.

* Reported EBIT af ELR 230 min including ELR 55 mn restructuring expenses in connection with the
program RACE and a EUR 12 mn refund of a penalty paidin 2025 in the industris] dedsion in connection

€
related to the integration of the internal suppier BCT and 22 mn restrichining espenses for
recoganization of UK business activites 'with antitrust proceedings in South Kones
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Now, looking over to the EBIT side, and moving on from gross profit, we see the
drop in the EBIT compared to previous year third quarter to 7.5% impact as
described coming from the gross profit side.

Then from a divisional point of view, the decline in the Automotive business, where
we will get actually in a minute, then is having a big influence on a Group level. On
the Aftermarket side, it's the European market with consolidation going on where
we face tough challenges. And on the Industrial side, on one side, positive volume
and price effect, but also on the other side, higher production and logistic costs.

19



3 Financlal Results 01 2019 SCHAEFFLER
Automotive OEM — Q1 with strong outperformance; low quality of earnings

RACE update:
Reported EBIT includes
EUR 55mn restructuring
Sales by business division | y-o-y growth EBIT? Q1 2018 vs. Q1 2019 | in EUR mn B
ad 2018 Qi1 2019 ar
Engine Systems 710 699 -3A%
Transmission Systems 1,077 1,035 -6.0%
E-Mability 105 145 +33,9% 1
Chassis Systems ELE] 406 +3.6%
70 -2 13
Total 2,280 2,286 -1.7% - "
Automotive OEM sales® and market development Q1
113
+12.4%
+2.4%
EBIT Gross RED Selling Administrative Others EBIT
—F 17N T1% ai 2018 Prafit EBEQENSES  EXENSEes  EXPEnses ai 2019
-137%.145%
Europe Americas Greater China AsiafPacific EBIT margin development?

- 9.6% -3 0%-pts -0.1%-prs  +01%-pis  -0.6%-pts  -0.9%-pis 5.0%
Praductian of kght wehickes 01 2029 vs. (1 2018 [IHS Saril) Workd production: -6.7%
Schasffler Automotive OEM: -1 TH!
Sales gromth Schasffier Autamotive DEM 01 2009yvs. 01 2018

LFX-adjusted | ? Befare special items | * Includes pasiteve FX efiects of EUR 21 mn

08 May 2009 Rasultscl W49 Schasdfier 4G 13

We're moving more detailed to the Automotive side, we can see that in regards to
the growth development, E-Mobility and chassis systems developed very well in
the first quarter compared to last year, but on the classical side, engine and
transmission system, we had to actually accept a decline.

Nevertheless, positive development in current difficult market condition, we
managed then to grow above the market and to show an outperformance there,
as you can see on the lower left side, especially the Americas market that
contributed significantly, but also in Europe and Asia-Pacific, we could achieve an
outperformance.

From a profit development and beyond gross profit, we see major impact coming
from administrative expense, and especially others area. Others areas is
significantly influenced by foreign exchange development.
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3 Financlal Results 01 2019 SCHAEFFLER
Automotive Aftermarket — Slow start driven by weaker OES business and higher product costs

Sales by region | y-o-y growth EBIT* Q1 2018 vs. Q1 2019 | in EUR mn
ol 2018 a1 2019 M
Europe 338 a1 4.2%
Amariess 78 a8 214.1% 0
Greater China 19 0 +1.1% A 1 2 X
AsiafPacific 12 11 0.6% -
Taral 247 441 -11%

Automotive Aftermarket sales growth by channel?

[
A2 I
OES? I EBIT Gross RED Selling Administrative Others EBIT
ai 2018 Prafit EBEQENSES  EXENSEes  EXPEnses ai 2019
I
Tetal
ATy 0w s - e EBIT margin development?
18.1% Sl8%eprs #0.1%-prs  -A04%-pts  -0A%-pts -1.2%-prs 14.4%
B 012018 Q12018
1 F¥-adjusted | © independent Aftermarket | ? Original Eguipment Service # Before specisl items | # Includes negative FX effects of EUR 1 mn

03 May 2009 Rasultscpl 2049 SchasdMerds

Now, moving on to the Automotive Aftermarket, we have also, as already
mentioned, very positive development in regards to sales in the Americas. We have
a decline in Europe. And when looking to the structure, we can see that the decline
in the Automotive Aftermarket is especially coming from the OES side. We could
see that certain of our customers are adjusting their inventory levels that actually
the volume, then the orders have been reduced, but we can see already
stabilization now in March and April. So, we expect that, in line with our guidance,
the development will improve in the next month.

On the profit side impact, gross profit also coming from, as already mentioned,
personnel costs and material cost increases and a small other impact.
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3 Financlal Results 01 2019 SCHAEFFLER

Industrial — Q1 with continued growth momentum, gross margin increase offset by
higher overhead costs

Sales by region | y-o-y growth EBIT? Q1 2018 ws. (1 2019 | in EUR mn
al 2018 Q1 2019 Al
Europe 482 501 4. 0% +33%
Americas 141 162 +0.1% 4
Greater China 131 155 +14.1% 1o 6
AsiafPacific 70 7 +6.3% 10
Total 824 895 +5.9%

Industrial sales growth by sector cluster Q1 2019!

95
Raa Waberials
Railway

EBIT Gross RED Selling Administrative Others EBIT
a1 2018 Prafit EBEQENSES  EXENSEes  EXPEnses 12019
Industrial Autoem,
. EBIT margin development?
11.2% +14%-pts  -0.2%-pts  0.2%-pts  -0.4%-pts  -1.2%-pis 10.6%

LFX-adjusted | ? Befare special items | * Includes pasiteve FX efiects af EUR 11 mn

03 May 2009 Rasultscpl 2049 SchasdMerds il

Now, moving on to the Industrial side, we have a strong growth momentum there
of 6.9%. You can see that, again, China is at the forefront of positive contribution,
with growth of 14%, but also the other regions and, again, here, Americas
contributed significantly to the positive development.

From a cluster point of view, we can see that raw materials, but also winds, railway
are developing very well, growing significantly. We can also see that other sector
clusters like two wheelers, like industrial automation and offroad have a difficult
market situation right now.

And looking to the EBIT development, we see the positive development on the
gross profit as already explained that is contributing here to the profitability of the
Industrial division. We see an increase in expenses on the selling side that's caused
by additional logistic costs, but it's also caused by the fact that we put our European
distribution center into operation last year in the second quarter. And in the
overlapping period, we have redundant costs with the existing warehouses until
they are finally brought down in regard to operational level and, at the same time,
already operating the distribution centers. So, we have a bit of overlap and the
higher cost due to these inefficiencies that we are going to decrease over the next
period of time.

On the other side, impact here again foreign exchange.
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3 Financial Results Q1 2019

SCHAEFFLER

o Net income’ Q1 2019 EUR 137 mn — EPS Q1 2019 at EUR 0.21 (PY: EUR 0.36)

Net income? | in EUR mn

:

238 268 256 119 137
alis az21s a3 18 Q418 a11s9
881
EPS* | inEUR
0.36 0.41 0.38 0.18 01
133

1attriutsble to the sharsholders of the parent company | ? Esmings per comaman non-wating share

08 May 2009 Rasultscl W49 Schasdfier 4G

Key aspects

P Met income decreased to EUR 137 mn ((Q1°18: EUR 238 mn)
P Decrease driven by lower EBIT

B EPS decreased to EUR 0.21(01'18: EUR 0.36)

Schaeffler Value Added? | in EUR mn

23.1%

Wm
302 552 939 787 556 421

2014 2015 2016 2017 2018 Q12019
(LTM)

—0— ROCE before special items
* Diefined &= EBIT befare special ttems minuws Cost of Capital | 10% = @ Cagital Employed)

And moving on to the net income development, net income compared to first
guarter last year decreased by around EUR 100 million. And is already -- we could
see, this is basically caused by the impact or the development of the lower EBIT.
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3 Financlal Results (11 2019 SCHAEFFLER
o Free Cash Flow before M&A® FY at EUR -235 mn (PY: EUR -69 mn) — Capex Ratio Q1 19 at 10.3%

Free Cash Flow before M&A? | in EUR mn Key aspects
P FCF before M&A decreased to EUR -235mn [PY: EUR -69mn)
P Lower profitability and higher Capex

P FCF before M&A impacted by strategic investments, e.g, AKO Europe —
Underlying FCF before ME&A at EUR <173 mn

201 257
-69 -5 235
118 218 318 4 18 119 FCF Detail EUR
Q Q Q Qs Q. etails | in i al al aai
FCF reported 2018 2019 18/19
-1 5 202 o5 -300 FCF as reparted (71} (300} [228)
. ; ; Men recurring items* 33 i1 f22)
FCF Conversion ratio TR 19 51 32
2% 2% 17% 17% 108 MEA ] 65 63
Capex ratio? Recelvable Sale Program l:! U;! _U:
8.6% 7.9% 7.4% 10.6% 10.3% [17) [173) (1586)
Befare cash in- and autflows for ME&A acthities # Inclueding payments far legal cases and restructuring measures | * Capex in major strategic projects,
*LTW FCF befare ME&A divided by EBITDA befare special itemns | * Capex in % of sales eg. dgends 4 plus One (AKD Eurape, EDC, Foows)
03 May 2009 Rasultscil 2019 Schasdfier A

Then moving on with the point that Klaus already explained a little bit. Free cash
flow development is influenced by lower profitability on one side, higher CapEx on
the other side, but | will also get back with the next chart, | think what is important
to mention, the higher CapEx is caused by the buildup of the Aftermarket Kitting
Operation in Europe. So, we had a significant payment that we did in the first
guarter and some other topics that are, let's say, going beyond their regular scope
of production related investment. So, this is influencing on that part.

| think from my point, what is important is you're all aware of IFRS 16 has to be
reflected now with the starting of the year in our profit and loss and balance sheet
statement. We actually changed our cash flow definition to make sure that we have
a like-for-like comparison to previous year.

So, what you see on a cash flow basis, the impact coming from the IFRS 16 side are
basically adjusted in a way that we can compare cash flow last year and this year in
a proper, clean way.
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3 Financlal Results 01 2019

o Working Capital ratio 18.0% — Capex ratio 10.3% in Q1

Working capital® | in EUR mn

Capex! | in EUR mn

SCHAEFFLER

2,575 2,737 2,672 2,249 2,579 306 285 262 375! 373
Q118 Q218 Q318 Q418 Q119 Q118 Q218 Q318 Q418 Qll9
in % of sales [LTR) in % of sales
18.4% 19.3% 18.7% 15. 6% 18.0% 8.6% 70N T4% 10.6% 10.3%
15,647 8%

1dwcparding ta balance sheet; figures a5 per the end of pericd
2 At Decemiber 31%, 2018, trade receivables with a carnying amaunt of EUR 166 mn

[net af retsined defauit risks had been sold under the ABCP program *Cashview
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Then other influence on the free cash flow is working capital side. We can see
actually a rebound of working capital in the first quarter, which is in line with the
pickup of the business development, especially compared to very weak December
and also -- so we see this increase on the receivable side. We also see an impact on
the inventory side in the Industrial side, especially with the continuation of the
positive business development over there.

And CapkEx, Klaus already mentioned as well, in the first quarter, we are above our
target for the whole year with the 10.3%, but as already mentioned, caused by
special investment from a strategic point of view.

25



3 Financlal Results 01 2019 SCHAEFFLER
o Net debt of EUR 2,805 mn — Gearing ratio’ at 89%

Net financial debt and Gearing ratio | In EUR mn Key aspects

P Met debt increased slightly to EUR 2,805 mn [FY'18: EUR 2,547 mn) due
to seasomally negative FCF; Net leverage ratio? at 1.3x

P Successful placement of Investment Grade bonds to refinance existing
indebtedness

P Early Repayment of the three Schaeffler Finance BV, bonds scheduled
far May 15, 2019

2,439 2,833 2,644 2,547 2,805
Q118 Q218 Q318 Q418 Q119 MNet debt development | in EUR min
Gross debt 16
31 3,340 3.375 3,348 4,876 O 2.1 13
Cash & cash equivalents 11 1.0 1[.2 O“
672 507 731 a01 2,071 5,778 4,889 2,636 2,370 2,547 2,805
Gearing ratio?
o T o cEr R 2014 2015 2016 2017 018 012019
=0= Leverage Ratia?
Vizearing ratio: Ratio of net financial deht to equity incl. non-controling interestsin % ? Leverage Ratio: Met financisl debt ta EBITDA ratio before special items
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Finally, moving on to the debt development, our net debt at the end of first quarter
was EUR2.8 billion, then equal to a gearing of 89%. So, basically, a stable
development. Some payouts being caused by the impact also for the acquisition
that Klaus mentioned.

And now, just a short word on the refinancing that we did in March successfully,
we are going to repay now the bond in mid of May, so that finally also the gross
debt will be reduced.

And with this being said, Klaus, | would like to hand back to you.
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4 Outlook

Guidance 2019 confirmed on Group and divisional level

Group Guidance

Actuals

Guidance

Divisional Guidance

Automative

Automotive

SCHAEFFLER

Industrial
Q1 2019 FyY 7019 OEM Aftermarket
Actuals  Guidance Actuals  Guidance Actuals  Guidance
a1l i01s FY 2012 1 2019 FY 2019 a1 2019 FY 2019
Sales growth® +H0.4% 1-3%
1.7% 1-3% 1.1% 1-3% +6.9% 1-3%
5.0 6- 7% 14.4% 15 - 16% 10.6% 10-11%
EBIT margin® 7.5% 8.9%
Market assumptions 2019
Free Cash Flow® EUR -235 mn ~ EUR 400 mn P Automotive _UEM: Decrease of global passenger car production
of around minus 1%
P Automotive Aftermarket: Slower growth in the global vehicle population
and a nearly unchanged average vehicle age
P Industrial: Growth of industrial production of approximately 2%
Fi-adjusted | * Before special tems [Prmr‘: 2.6%)
 Befare cashin- and owtflows for MBA activities it March 67 3029

03 May 2009 Rasultscpl 2049 SchasdMerds

Thank you, Dietmar. Let's, gentlemen, very quickly on the last two pages. | said it
upfront, we confirm our guidance for 2019 on group level and for the divisions. You
see here the numbers in the comparison. Just to remind you, this is all based on
market assumptions from end of last year, is where we said, okay, global car
passenger production minus 1%.

It could well be that the market develops differently and that it becomes less
supportive, but we need to see how that works and we clearly have our eyes on
the roads and our hands upon the wheels to make sure that we adjust to an adverse
environment.

In Automotive, yes, there is a challenge to make up for the slower growth and the
slower beginning of the year.

And Industrial, | think we sit quite well. Today, here, it's more the opposite. We
need to see how the second quarter -- how the second half is going to develop. The
expectations here in terms of growth come down a little bit. We were at some 2.6%
and now that prospect becomes a little weaker.
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4 Qutlack SCHAEFFLER
Conclusion & Outlook - Full focus on cost and capex discipline, cash generation and transformation

Q1 sales development impacted by subdued market conditions, better second
half expected in the Automaotive divisions, but visibility remains low

Automotive OEM: Prograrm RACE on track, on top, additional measures to reduce
production costs

Adapting execution
Automaotive Aftermarket: SG&A efficiency measures to compensate for o

headwinds

to a more complex
market environment

Industrial: Gross marginincreased in Q1, program FIT to support earnings quality
going forward

Capex budgets further reduced in non-strategic areas, hurdle rates tightened,
stricter approval levels. Overhead cost discipline enforced across the board

® o0 o o o

08 May 2009 Rasultscl W49 Schasdfier 4G =

Finally, finalizing the whole presentation on page 26 has the key messages going
forward. In the headline, full focus on cost and CapEx and capital discipline. Full
focus on the cash generation. We clearly have to compensate for the lower cash
flow in the first quarter. And then, a continued transformation with focus on
execution. | think | explained, number one, we all know visibility is low and will also
continue to be low.

On Automotive OEM, RACE is on track. We will report more about this in the next
quarters. And as | indicated, we have put in additional short-term measures to
focus on production costs.

Automotive Aftermarket, there is a little program here, with some -- one major
focus on SG&A efficiency measures there to compensate for the headwinds.
Industrial, the key focus here is to continue the good growth path and making sure
that the earnings quality stays intact and, therefore, we have program FIT.

And as | said on the capital side, clearly, budgets further reduced in the non-
strategic areas, the hurdle rates have been tightened. That means even stricter
approval levels. And that, together with strict overhead cost discipline enforced
across the board, should make sure that we adapt to this challenging environment.

| hand back to Renata for the financial calendar and thank you for your attention.
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4 Outlook

Financial calendar 2019 — CMID 2019 moved to September 11, 2019

Roadshows

May 9t

May 10°%

May 16™

May 23

Thank you very much, Klaus. Thank you very much, Dietmar. Just a quick reminder
from my side. On slide 27, you see the forthcoming roadshows. And for sure, you're
already familiar on the right-hand side with our releases coming in on the August
6th and November 5th.

There is a small change regarding the CMD. We will host our light version of the
CMD. And instead of doing it in London on the 18th, we decided to anticipate at
that and to do it within the context of the IAA conference. That means, it's going to
be on September 11th in Frankfurt. And we hope that will be also our less complex

Landan

Frankfurt

Paris

Toronto

SCHAEFFLER

Regular capital market communication

a1 2019 Earnings Release

Q2 2019 Earnings Release

Capital Markets Day 2019, Deutsche Bank 1AA
Conference

03 2019 Earnings Release

solution and crisper for all of you attending there, sell side and the buy side.

And with this, | hand over to our dear operator for opening the Q&A session



Q AND A SESSION

Raghav Gupta-Chaudhary, Citigroup Inc

Thank you. Good morning. Thanks for taking my questions. I've got three topics.
One on -- the first is profitability. Second, CapEx. And finally, just a quick one on
products.

So, the first one, when | look at slide 16, gross margins came under pressure again
due to pricing mix and production cost. In particular, | was surprised by the
magnitude of the kind of the increase in production costs, which you, | think,
believe, attribute to raw materials and personnel costs. Will those be annualized in
kind of Q2, Q3 or are you budgeting for these persisting at that level for the entire
year? That's the first one.

Secondly, on CapEx, your mid-term guidance is a CapEx to sales ratio of 6% to 8%
versus, | think, 9% that you've been doing in recent years. Can | firstly clarify that
you are assuming an 8% ratio in your EUR400 million free cash flow guidance for
2019? And then, | guess, the second part of that would be, do you believe a CapEx
spend of between 6% and 8% is sufficient to enable growth for the business beyond
the mid-term or is the 6% to 8% range due to this kind of current weaker volume
environment that we're in?

And then finally, I'll just kind of squeeze it in there, on products, there's a lot of
focus at the moment on the impending CO2 targets in Europe that the carmakers
clearly need to meet. In that context, could you help us with what products you're
providing to help the OEMs improve their fuel efficiency. When | look at top line
for engine systems and transmissions, they've both been weak for a couple of
guarters now. Is that something you expect to inflect in the second half and in
2020? Thank you.

Klaus Rosenfeld

Okay, thank you. Let me start with the two last questions. And then, Dietmar takes
over on the gross profit.

First on the product question, this is a very good question and | can indicate that
we are seeing some of this in the order development, the business development.
We have always said we are one of the key suppliers that is able to help customers
to optimize their existing engines in terms of better CO2 economics. This can be a
one-way clutch that is easy to install and that saves some CO2 that can be a variable
valvetrain. This is the same story that we have encountered for several quarters
now and we're seeing some of it that those -- you will understand that | cannot
mention the names, but those OEMs that may be rather late with adjusting their
fleets for the new technology are the ones that are clearly calling and saying, can
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you help us there. Maybe that is a little bit of color in terms of what we're doing.
Think about thermal management modules that play a role here. So, there is a lot
of technology that is available. The E-clutch | mentioned, | think we're sitting right
at the -- right spot to help customers to tackle this issue even in a more short-term
challenge.

Second, in terms of CapEx, yes, our 8% target was part of the original guidance.
What | indicated is that we need to be more selective. We are clearly -- in some of
the areas, we have sufficient, if not too much capacity. | could also say we're maybe
over-invested in some of the areas. And, therefore, we will deemphasize certain
investments in that area and become more selective. That's the whole thing when
we talk about capital discipline. It's not about stopping the necessary build up in
those areas that are strategic in the future, like E-Mobility or chassis mechatronics.
We're also seeing that we are doing this through external growth and improving
our competence there.

So, it's very much about making sure that we do the right choices and that we
restrict those areas that will not continue to grow in the future and push those that
are strategically important.

What | said at the Annual General Meeting is, on the one hand, accelerating and
putting -- going on the brakes in the other areas and that's where, | think, we will
become more focused and better in the next quarters.

With this, to Dietmar.

Dietmar Heinrich

Okay. So, when talking about profitability, what you asked, actually, the
development of material costs and personnel costs is basically in line with our
planning for this year, which has been the basis for the guidance. So, we expect an
improvement in regard to profitability moving forward, as Klaus mentioned, when
he compared guidance with current situation already. We have a full-year
guidance, but we expect -- we are basically developing in line with our expectations
in that regard. And | think just the with --

Raghav Gupta-Chaudhary, Citigroup Inc

Dietmar, just to follow up on that -- sorry, Mr. Heinrich, the production cost
headwind, so are we expecting — should we expect the 170 basis points or
something of that order of magnitude for the rest of the year or is that something
that eases as we kind of get into the second half?
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Dietmar Heinrich

Yeah, there is definitely an easing in there. For example, when you look to our
German workforce, there has been labor cost increase last year in April, which was
not in the first quarter now of last year, but it's in the first quarter of this year.

Raghav Gupta-Chaudhary, Citigroup Inc
Okay. All right, thank you.

Kai Mueller, BofA

Thank you very much for taking my questions. Three if | may. The first one is on the
market development and your own products. You did particularly well in North
America. Can you sort of outline a little bit what the products were and what the
driver was? And at the AGM, you said you see stabilization in H2. Can you give us a
little comment on what you've seen so far going into Q2, in comparison maybe to
what you've seen in Q1 and that sort of by region?

The second point is on your outperformance, which was clearly better and above
your sort of 200 basis points to 400 basis points outperformance target for the year.
At the same time, your margins are still well below the full-year range. What are
you going to do about them in terms of getting them up? Is that mainly through
cost savings or is it just the leverage when sales pick up again organically in the
second half?

And then a last point, just on your capital discipline, | thought the charts in terms
of splitting it out by division was very helpful. Just trying to understand a little bit
again what you said in the past, your ROCE targets are basically to stay the same as
you go into the new E-Mobility space. At the same time, your CapEx seems to be
spiraling up and the margins are going down. Has that message changed? And can
you give us a little bit of color, maybe your margin profile in E-Mobility versus the
other divisions in your Automotive OEM, just to get a little bit of color what is
contributing to it given your mix is changing quite significantly now?

Klaus Rosenfeld

Okay, Kai. These are several questions in a row. Let me start with the
outperformance in United States. That was clearly one of the main drivers of the
overall outperformance. Here, it's very much driven by the transmission
technology. We have a large ramp up and indicated this to you for one of the big
three, with a 10R transmission. We are having a good, solid ramp up with CVTs and
we also have the Ford MHT that we explained to you that was displayed at the
Detroit motor show. So, again, a mix of existing products and new products, and it
gives us some proof points that the strategy is impacting.
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In terms of Q2, a good question. That's why | said visibility is still low, but growth,
doesn't give us green light where it's all going to turn. You all saw what happened
with the market when Mr. Trump issued his statement last week. The problems
have not been solved. There is a slightly more positive tone in April when you look
at the sales development also in China. But, for us, it's very advisable that we stay
very cautious and have our measures right if the development doesn't come
through as we expect.

That's also linked then to your third question about where is the gap that we still
need to achieve our guidance coming from on the Group level. It was 0.5 pp. On
Auto, it's a percentage point. And, yes, there is an element of positive support
from the market in there. But, as | said, we have, and Dietmar explained that, on
purpose put more cost measures in place to make sure that we have a decent
chance to also bring in some additional cost savings.

There is a full hiring freeze for the whole group in Europe, in place since Monday.
We will put additional sort of measures in place when it comes to the non-
headcount-related things. So, again, it's, from my point of view, very much

about being proactive and making sure that we control the profitability
development month by month.

In terms of the capital discipline, the new page, yes, you're right. This is a different
perspective. This is not free cash flow. This is additions to property, plant and
equipment. And that's one of the main drivers for our capital employed.

We have some -- and we don't intend to give you numbers on return on capital
employed.

The overall general notion that we have always shared with you, that the new
business will come in is less capital intensive than the existing one, is still true. But
as the impact in terms of the actual Q1 is still not really big, that's more an issue for
the mid-term and for the strategic development. So, it doesn't explain the logic
here.

As all of you know, E-Mobility is still in an investment phase. It's growing according
to the pace that we expected. We have a lot of costs already digested, but it's still
something that needs to reach the various breakeven levels. And that is, from my
point of view, very much a function on how to move forward with.

In terms of the growth, let me say, this year, our key target is to get to the EUR2
billion of order intake, proper order intake, not just order intake for order intake
sake. Therefore, controlling the growth and making sure that we're not deviating
in terms of the minimum profitability that's the challenge to E-Mobility. The last
point was on -- can you help me again? Was on profitability again?
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Margin profile then. Dietmar, do you want to jump in with -- help me with more
information or have | covered everything?

Dietmar Heinrich

No, we already talked in the past that, of course, when moving forward for E-
Mobility, the breakeven is still to come, but based on the development on the cost
side with the projects that we already launched, we see the continuous
improvement on the project specifically.

Klaus Rosenfeld
Is it the answer?

Kai Mueller, BofA
Yeah, that's great. Is it just so it's still true, engine over transmission over chassis
safety and then E-Mobility still negative within that segment?

Klaus Rosenfeld
That's what we said. We said breakeven is not reached. So —

Kai Mueller, BofA
Okay. Okay, perfect. That's very helpful.

Sascha Gommel, Credit Suisse

Yes, good morning. Thank you for taking my questions.

The first one would be on Industrial. We're seeing kind of positive volumes, positive
pricing, and yet margins are coming down in the division. And | was wondering,
given that you expect, and probably most of your peers as well, expect a slowdown
of organic growth over the course of the year, maybe you can share how we should
think about the margin and what are you doing to kind of offset the cost inflation
that is reducing the margin at the moment? That will be my first question.

The second question, when we dial into OEM conference calls, at the moment, we
hear a lot about additional price cutting and some of your peers in the supplier
space actually confirm that OEMs becoming a lot more aggressive than they used
to be in terms of cost cutting. Maybe you can share your view on that topic.

And then, my last question would actually be on the aftermarket. Why is top line
growth being so weak? And what are you doing to tackle the profitability there in
order to offset the incremental price pressure and the low growth in the division?
Thank you very much.
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Klaus Rosenfeld

Thank you, Sascha. Maybe | take the first two ones and Dietmar can jump in on the
aftermarket. Your observation is right on Industrial, although the delta is clearly
something that can be overcome. On Industrial, we have, as | mentioned,
introduced the FIT program. And the FIT program has a clear target on what should
be achieved on the overheads, but there is -- it's a broader thing. There are some
structural shifts here with some EDC-related things. But | can assure you, FIT will
pay off in the next quarters and we are very focused here on getting the target in.
| think | can say this, FIT has at the moment a EUR40 million improvement target
and that should be achievable with good discipline.

Let me very quickly say on the pricing and the atmosphere there, | can't observe
anything that is different to the last couple of months. There is nothing new. | don't
have the privilege to listen to what OEM is saying, what other suppliers say. But for
our business, | can say it's nothing. There's no dramatic change here. And don't
forget, we are not a tier 3 supplier. So, if this stays on, we will also put more
pressure on our suppliers. And this is never mentioned, but don't forget, for -- if
you are larger tier 1 supplier and we have numerous suppliers, we'll try to pass
some of the pressure on to others to mitigate for that. With that, to Dietmar.

Dietmar Heinrich

Also then, briefly, also on the Aftermarket side that you asked, in regard to sales
development, the impact on a negative way that's coming from Europe and, as
mentioned, it's on the OES side. So, our OEMs on one side, but also automotive-
related customers which are supplying adjusted inventory levels in the first quarter
that actually led to a decrease in the demand. So, that's what we see.

In regard to profitability, actually, the Aftermarket side, because they get actually
their products from our internal resources, our plants on one side, but also on the
certain parts from the external side, where they are chasing then from other
suppliers, the parts. We have the pressure in line with Automotive and Industry in
regard to material costs and the personnel cost development, which is influencing
the profitability. We've actually put measures in place now also in regard to
purchased material components and to go more detailed into this to see various
cost reduction potential. So, that helps them also that we could lower then the
purchase prices from our suppliers in that regard.

And Klaus also already outlined that, for the Automotive Aftermarket, we are also
looking on efficiency measures improvement, especially in the SG&A area, where
actually we are in the preparation, also already implemented certain steps to
stabilize any profitability because the first quarter is not in line or not up to the
level that we mentioned with the full-year guidance.
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Sascha Gommel, Credit Suisse

Okay. So, just a quick follow-up. So, we should expect kind of a smaller program
over the course of the coming quarters in the Aftermarket division and then some
one-offs?

Klaus Rosenfeld

| wouldn't call it a -- we need to be a little bit careful with the program because
otherwise you get confused with all these different programs. This is by far not the
same magnitude as RACE, but it's a dedicated list of countermeasures that Michael
has put in place. We are targeting basically three areas. As Dietmar said, the SG&A,
it has to do with sourcing and it has to do with working capital improvements. So,
that's in place. But don't get this wrong. This is typical self-help measures to make
sure that the fluctuation that we have here in terms of earnings quality is taken
care of.

Sascha Gommel, Credit Suisse
Okay. But are you confident that you will at some point get back to 16% to 18%
that we discussed at the Capital Market Day or -- due to the changing structure?

Klaus Rosenfeld
Well, I've confirmed the guidance, | can't say more. That's the target. We want to
make sure that we achieve the 15%. That's, | think, the answer there.

Sascha Gommel, Credit Suisse
Okay, great. Thank you very much.

Henning Cosman, HSBC

Yeah, sorry. | was in mute. Good morning. Thank you. If we could please stay with
the aftermarket for one question, | believe, Mr. Rosenfeld you said you could talk
a bit more about the effect of the consolidation in Europe. | understand that's
outside of the OES impact. So, if we could just talk around that a little bit more
again and sort of quantify the two effects, how they compare to each other and
which one is the bigger one? That's my first question.

And, secondly, on the programs, not to say I'm already a little bit confused with the
programs as is, just maybe to kind of remind ourselves again about the effect of
CORE and RACE, whether it's the right way to think about those two in cumulative
terms. So, almost effectively a EUR400 million swing vis-a-vis the 2017 level when
CORE was firstindicated. Or is it now more difficult to achieve the magnitude of the
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savings? We often observe that it's more difficult to achieve savings relative to an
otherwise lower revenue base. So, | could imagine it's maybe become a bit more
difficult to achieve the full EUR300 million.

And then, the third question maybe on the visibility and industrial growth. You
sometimes used to give us in the past order book as a leading indicator. And | was
just wondering if you're still tracking that in-house yourself and what that would
be indicating for the second half growth, for even Q2, if you can. Thank you.

Klaus Rosenfeld

Okay. Let me start with the last one. We're still tracking this. We have decided to
reduce our disclosure, in that sense not to put too much out. That, at the moment,
indicates growth will continue but at a slower pace. There's only visibility for three
months. So, we need to be a little bit careful how to interpret this, but we will
consider. If that's an indicator that people want, then —maybe we give it on H1, but
you can see that again.

In terms of CORE, the program, | can say CORE 1 is fully in the numbers. CORE 2 still
should have a positive impact in 2019. The measures are fully implemented. But
they are rolling -- the impact is rolling in 2019. By 2020, out of the top of my head,
that should be finished. And then, with the EUR40 million | indicated, part of that
should come in 2019 and a little bit will then roll into also the next year thereafter
With RACE, it's more complicated because RACE is -- it has to be split until phase 1
, 2and 3. We have started one.

The normal buildup of this takes some time, in particular, when we now do more
portfolio work where it's not a function of just putting measures in place on our
end, but where we also have partners that we need to think about. | can say we are
working hard on the four situations in Germany, but also don't expect miracles
from there. So, there, it's more the focus on the short-term measures that we think
are well-designed and more self-help than portfolio transactions.

In terms of the Aftermarket, again, it's a more difficult question. | cannot give you
now a full split of how big is the impact on what. But, structurally, what | already
indicated during the full-year presentation, we see consolidation of major
customers in Europe. And if you think about someone like LKQ, the large group that
acquires more or less every half year, one of our customers, then that leads to
sometimes difficult conversations because they come and say, now we have
increased our share with Schaeffler and we want to see that you move into our
direction. In particular if competitors are in there, then that can be quite a
challenging debate. And with Aftermarket, you have either on the shelf or not on
the shelf. So, that is something that Michael is fighting with at the moment. And
that's the structural thing. The more temporary stuff can clearly be handled and
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our planning for the mid-term clearly needs to incorporate further moves in terms
of the market consolidation, but that's something for the future.

Henning Cosman, HSBC
Sorry, if | can just clarify and follow-up on the program, | think | said CORE, |
probably meant Agenda 4 plus One with respect to the EUR300 million.

Klaus Rosenfeld

Okay. Let me explain that. The Agenda is the project transformation program. We
have given you always our completion ratios and we have said we are going for a
delta in 2022. And that delta has different drivers. They are clearly also the big
initiatives in there, like the digitalization. One of the key drivers is that. If you want
to have a tracking of that, you can also think about how we do this in the half-year
or the full year maybe, but these programs are set up in a way that don't overlap
and that we don't run the risk that we double count. But, clearly, there, the delta
of EUR300 million is something that we can talk about with more preparation. |
can't do it out of the top of my head, but there is a tracking month-by-month where
we look at these numbers. But '22, with all due respect, is far out. What | can say,
this program as such, it has now reached nearly two-thirds of implementation.
We're looking at a full completion ratio. We have adjusted in between. There are
some very positive impacts here. The shared service center in Poland, for example,
is up and running. That was a big step forward.

There are other areas where we are adjusting when we said we are going on the
brakes with certain investments. We have stopped some of the branding stuff. So,
there's a lot of movement in this program. | think the key figure that you may want
to look at is completion ratio. We want to bring the number of initiatives down by
the year-end from 18 to 12. And we have clearly, in between, changed the logic.
In terms of the digitalization impact, that is something where also the question of
revenues, what does it mean in terms of extra business, play a role. And again,
happy to give some more information about this during one of the next calls.

Henning Cosman, HSBC
Okay, thank you.

Tim Rokossa, Deutsche Bank

Yeah. Hey, good morning everyone. Thank you for taking my questions. | would
have two or three please. The first one is -- Sascha already touched on the price
cuts by OEMs being a very consistent theme of conference calls nowadays. Another
one, clearly, is the lack of visibility. And as we can see everyone today is trying to
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get some flavor out of you, what the current trading looks like. You also said
visibility remains very low. Now, this is the new normal. How have you changed
your systems internally or the way you monitor the business to really live with this?
Secondly, | completely agree with you on the markets. | think no one can really
predict what's happening with Mr. Trump or the Chinese and US or EU and US trade
conflict. But if we leave this aside, | think the very positive news this morning was
your outperformance that we've seen on Automotive OE. If we focus on this and
just leave the market growth, a bit what it is for now, was this outperformance that
we have seen due to certain product ramp ups, specifically in North America with
this one major OEM that you're working with, for example, or was it other things
that we're seeing and will it be persistent going forward or was this pretty much
like a one-off event and you're going back to your usual outperformance in the
past?

And then, finally, maybe this is a little bit interlinked with the growth that we've
seen in Q1, you said in Q4 that you did some capital preservation and probably
didn't grow as much as you could in certain areas. Is this weaker free cash flow that
we've seen in Q1 and the stronger growth a bit of a payback of the capital
preservation that we have seen in Q4 or is that a wrong interpretation? Thank you.

Klaus Rosenfeld

Okay. Let me again -- let me just deal with the first one gain. Managing in such a
situation, it's clearly something where you need a strong team. And | think we have
the privilege of having both a divisional view on things and a regional view on
things. And it's very important that you don't not only get the data, but also that
you get the assessment of what that means. And | think, Dietmar, you may want to
jump in, but the fact that we have a dedicated CEO, colleagues or a regional CEO in
China helps us a lot to interpret the numbers there.

So, | can only say we have increased the frequency of our internal meetings.
Dietmar runs a dedicated business review process. It's very much getting a sense
of what's going on and being close to the marketeers and understand what they
think it's going to do. We have, with some of the weaknesses from the past, worked
a lot on our forecasting ability. Again, there is always room for improvement, but |
feel that we are getting a little bit better here in terms of reading the data,
interpreting the data and doing the right things.

The key is in this, from my point of view, Tim, to be as selective and as focused as
possible. | said it during the annual general meeting as well. We need to focus on
what we can do best. We need to cut some of the luxury that can be cut without
cutting too deep. And again, | think the capital and cost discipline going forward is
a key driver to make sure

39



that we continue well into the year. The ability to adjust becomes clearly of
strategic importance. In terms of the ramp-up, | said it in the outperformance in
America, this is not simply a one-off. It's driven by new ramp-ups and also improved
products with large OEMs. Like | mentioned, again, the 10R transmission is a classic
transmission. It was one of the Detroit 3, the CBT business. It's a broader business
and the Ford MHT is a new hybrid module that we have all explained to you several
times. So, we think that that is -- if the market continues in terms of market volume,
the US will support -- will be supportive. Outperformance, and you saw this on the
page with some -- that Dietmar presented on Automotive, outperformance in the
Automotive side is at the moment lagging in Greater China. We are more or less in
line with the market downturn there, should not come as a surprise. It's very
difficult to outperform the market there with the mix of local and international
customers.

But if that picks up -- and you asked for a little bit more color on April. We are seeing
slowly and not really something that you can really build on, but we are seeing, in
April, a little bit of an improvement in China. Let's now see what May and June is
going to bring.

We have always said, ladies and gentlemen, that 4% out performance on average
over a year, it is possible. And that remains also the target. If you think that the
market comes down to minus 2%, minus 3%, if we manage the 4%, we are still at
the low end of the Auto guidance and maybe that gives you a little bit of a more
data point that you find helpful.

What was the last one? Is that okay, Tim?

Tim Rokossa, Deutsche Bank
Yeah, absolutely. Just the relationship between free cash flow and growth is still
open.

Klaus Rosenfeld

Managing free cash flow is more an art than a science. And again, we were aware
that there were certain payouts from this non-recurring stuff, the AKO payment
schedule. The things that were real estate related have the same logic.

We are still finalizing our new plant in China, the Xiangtan plant. There is a payment
schedule behind this. So, that impacted the CapEx.

And the working capital side was explained by Dietmar. There is a drive from
Industrial in terms of inventories. Yes, it was a very weak, as all of you know,
December and now a swing in terms of trade receivables. That is absolutely in line
with the normal ratios. If you compare the DSO ratio in Q1 2018 with the one in Q1
2019, it's even a little bit better. And then we have -- we're seeing on the trade
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payables side, all the good things that Dietmar has put in place to optimize the work
-- the payment clock with our suppliers. So, yes, it is what it is. And the key drivers
on cash flow were the lower profitability and also these impacts that | just
mentioned. But it's not directly related to sales. And don't forget, we also have
initiated what we explained to you, this special target that this whole issue of
hockey stick building that sometimes is a behavior in organizations that are not fully
up to speed, but we want to avoid hockey sticks as we have seen in the past by a
special target that incentivized people to go much earlier on the brakes when
necessary.

Tim Rokossa, Deutsche Bank

Great, thank you very much for the comprehensive answer. Can | sneak in one more
on not China. Everyone always asks about China and it's very important. But we've
seen this very weak German production numbers in April and that has spooked
quite a few people. Is that a trend that you see for Europe, in general, or can you
actually not share a view of a weaker environment in the European market as well?

Klaus Rosenfeld

What | can say is that, and again it's supplier view, not an OEM view, but we have
seen a -- compared to March and April, we are seeing an improvement in China.
That is not insignificant in our business, Dietmar. And we're seeing that, in April,
Europe was weaker, but don't forget there is also this whole issue of working days
because Easter was late this year. It was in April. And last year, it was early. So,
there are some of these day to day impact that we should not overestimate.

Tim Rokossa, Deutsche Bank
Thank you very much, Klaus. Thank you.

Akshat Kacker, JP Morgan Chase & Co.

Thank you. Akshat from J.P. Morgan. Three from my side. The first one on FX. | saw
that it had a positive EUR30 million impact on EBIT in the first quarter. Can you
share your expectations on the FX impact on EBIT for the full year?

The second question is on the Automotive EBIT bridge. Can you share details
around the minus 21% other line item in there?

And the third one, for Klaus maybe, on product -- for fuel efficiency products in
Europe. You talk about one-way clutch and CO2 emissions. Can you give us a broad
sense of the cost of that system for OEMs and how much CO2 emission savings
does that offer? Thank you.
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Klaus Rosenfeld

Thanks for the question. Let me start with the last one again. This is a conference
callon Q1, and | need to be crispier.

The e-clutch is just one example. It's a little device. It comes from an accelerator
that is directly linked to the pedal force emulator and it's something that can be
implemented together with an existing clutch or clutch release system. It has
potential up to 5%, 6%, 7% CO2 savings. So, that's one of the examples. But, again,
this is not a product show. It's a Q1. So, maybe we can take this offline and the
colleagues from IR can explain it all. When we come and see you at one of the road
shows, we can give you more color. This is certainly a perfect question to Matthias
who is not with us today. But let's follow-up on this. Dietmar?

Dietmar Heinrich

In regard to the foreign exchange, and you mentioned, especially for Automotive,
yes, we have a positive impact on the gross profit side, equal to EUR21 million, as
we indicated or showed in the chart. But we have on the other side, what is then
on others, the realized and unrealized impacts, and so, actually, these two impacts
are basically setting off each other.

Akshat Kacker, JP Morgan Chase & Co.
Okay, thank you.

Klaus Rosenfeld
Well, ladies and gentlemen, there are no more questions. Renata, can we finish?

Renata Casaro

Absolutely. And | thank you very much for all participants. We will be in conference
call on 6th of August for our second quarter with the order intake for Automotive
and for Industrial in our slides. And regarding road shows for sure, see some of you
tomorrow in London and then some of you Friday in Frankfurt. And then it
continues in Paris and Toronto in the coming weeks.

Thank you very much. And goodbye.
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