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Disclaimer

This presentation contains forward-looking statements, The words “anticipate”, "assume”, "believe”, “estimate”, “expect”, "intend”, "may”, “plan”, “project”,
“should” and similar expressicns are used ta identify forward-locking statements. Forward-looking statements are statements that are not histarical facts;
they include statements about Schaeffler Group's beliefs and expectations and the assumptions underlying them. These statements are based on plans,
estimates and projections as they are currently available to the management of Schaeffler AG. Forward-looking statements therefore speak only

as of the date they are made, and Schaeffler Group undertakes no obligation to update any of them in light of new infermaticn or future events.

By their very nature, forward-locking statements involwe risks and uncertainties. These statements are based on Schaeffler AG management's current
expectations and are subject to a number of factors and uncertainties that could cause actual results to differ materially from those described in the
forward-looking staterments. Actual results may differ from those set forth in the forward-looking statements as a result of varlous factors (including,
bt not limited to, future global ecanamic conditions, changed market conditions affecting the automative industry, Intense competition In the markets
in which we operate and costs of compliance with applicable laws, regulations and standards, diverse political, legal, economic and ather canditions
affecting our markets, and other factors beyond our contral).

This presentation is intended to provide a general owverview of Schaeffler Group's business and does not purport to deal with all aspects and details
regarding Schaeffler Group. Accerdingly, neither Schaeffler Group nor any of its directors, officers, employees or advisers nor any other person makes

any representation or warranty, express or implied, as to, and aceordingly na reliance should be placed an, the accuracy or completeness of the information
contained in the presentation or of the views given or implied. Neither Schaeffler Group nor any of its directars, officers, employees or advisors nor

any other person shall have any liability whatsoever for any errors or omissiens or any loss howsoever arising, directly or indirectly, from any use

of this infermation or its contents or otherwise arising in connection therewith.

The material contained In this presentation reflects current legislation and the business and financial affairs of Schaeffler Group which are subject
to change.
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Operator

Dear Ladies and Gentlemen, welcome to the Q1 2020 Results Conference Call of
Schaeffler AG. (Operator instructions)

At research our customer's request the conference will be recorded and a replay will
be available shortly after the call on the website.

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

Renata Casaro

Thank you very much, operator.

Dear Analysts, dear Investors, thank you very much in this busy day for your time.
Mr. Rosenfeld, the CEO of the Schaeffler Group and Mr. Heinrich, the CFO, will lead
you through the first quarter 2020 results.

Please take a second to consider our disclaimer because for sure, our forward-looking
statements also include a number of factors and uncertainties which are definitely
beyond our control.

Without further ado, | leave the floor to Mr. Rosenfeld.

Klaus, the floor is yours.

Klaus Rosenfeld

Thank you very much, Renata.

Ladies and gentlemen, thanks for joining the call this morning. We're happy to present
our Q1 results in this uncertain and challenging times. Let me, without further
introduction, immediately go to our first page.
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1 Ouerview SCHAEFFLER
Robust Q1 results despite Coronavirus pandemic outbreak — Strong Free Cash Flow

Key messages Sales growth’ Gross margin
Group sales impacted by Coronavirus — Autometive OEM affected 0 o
the most (-12%%), whereas Aftermarket with slight growth [+1.5%!) 9'2 /6 24'3 ‘/0
. EUR 3,282 mn EUR 799 mn
o Growp EBIT margin® protected = Strong EBIT margin in Industrial !
[10.7%2) and Automotive Aftermarket [17.1%3)
Strong FCF? with EUR 137 mn — Capex prioritized (EUR 164 mn) and
Warking Capital reduced
Headcount further reduced to 86,548 (FY 19: 87,748) = Voluntary
severance scheme in Europe expanded to 1,900 headcounts EBIT margin g Free Cash Flow?
[prier: 1,300]
0,
Goodwill impalrment of EUR 249 mn In Autemotive OEM — 6'5 /6 E U R 13? mn
Reduction of balance sheet risks
RN AT heAnes sheet e EUR 215 mn Q1 2019: EUR -235 mn

Virtual AGM an May 8, dividend proposal EUR 45 cent® confirmed
More detailed FY 2020 guidance will be provided once visibility
improwves

Fr-sdjusted | * Bafore special tems | ? Befare cash in- snd autfl s for MEA actrdties
‘ Propoeed devidend per comman nan-voting share
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Page #4 has the key messages. | think it's fair to say that the results of Schaeffler AG
in the first quarter are robust despite the Coronavirus pandemic outbreak. And what
is clearly outstanding here is the strong Free cash flow of EUR 137 million that we will
explain in more detail.

Very quickly through the key messages. Group sales, minus 9.2% are impacted by the
Coronavirus environment, Automotive OEM, affected the most. Certainly,
Aftermarket was a surprise here with slight growth, while Industrial kept up quite well
but had also good comps in Q1 2019 that, to some extent, explains the reduction
there. The margin, we basically protected the lower end of our guidance that we
suspended. Here, both Industrial and Aftermarket delivered good margins with 10.7%
and 17.1%.

And then on the Free cash flow, | already mentioned the number. Key drivers was
Capex prioritized and also a reduction in working capital. We're clearly benefiting here
from what we initiated in the last year. The Capex discipline, the focus on working
capital and Free cash flow generation has helped here in that first quarter. When you
look to the Free cash flow conversion ratio, that is above 40%. Don't get this wrong,
this is not the new target number. That is simply a last 12 months calculation, where
the fact that, typically, the first quarter in the previous years was a negative Free cash
flow quarter plays an important role. However, | would like to use the opportunity
here to stress how important we think is Free cash flow generation these days and
how important it is to protect Free cash flow and also our very comfortable liquidity
position.



There are 3 a little bit unusual things that | would like to mention that also explain the
special effects in this quarter. First, you all know that we have continuously improved
our headcount and further reduced it. This has also continued in the first quarter. And
I'm happy to say that we were lucky that we started already end of last year to
negotiate an additional voluntary severance scheme with our workers' council. We
shared with you at the 10th of March, when we published our full year results, the
target of 1,300. Meanwhile, we have been able to expand that number to 1,900, of
which 1,700 come from Europe — from Germany and 200 from a European neighbor
country. This is a little bit extraordinary because, normally, in such a crisis, it's not
possible to negotiate such schemes with workers' council. Everyone is focused on
saving jobs and weathering the crisis. So we just took the opportunity to extend, that
triggered restructuring cost and restructuring provisions, on the one hand, but it also
gives us some support for the next quarters to come that we can further optimize our
cost base not only through tactical cost measures but through these structural
improvements.

The second peculiar thing this quarter was this goodwill impairment. That may have
come a little bit as a surprise. It is a reflection of our approach to carefully and, to
some extent, proactively manage our balance sheet risk. When we started into the
crisis, Dietmar and myself did a review of the full balance sheet and said where do we
have potential risk, what could happen in this uncertain environment. And we decided
that our balance sheet could be strengthened if we proactively impair the goodwill.
We — you may recall this — we had EUR 600 million goodwill on the books end of last
year, more or less half Automotive OEM, half the other businesses. This is in particular
driven by historic acquisitions from the past. And we did the normal valuation work
here and said the uncertainty that is coming allows us to clean up parts of this
goodwill. This does not mean that we are not holding on to our Automotive OEM
business. The opposite is true. We just wanted to take out risk early on because we
expect that the world will not be the same in the next years and, therefore, also
planning will be more challenging.

Last point is then on the dividend. We have decided to confirm our dividend proposal.
The virtual AGM happens on Friday, and we think that's a justified move when you
look at the strong balance sheet and also the good liquidity position. On guidance,
we, like most of our other peer companies, have decided to give you a directional
guidance, but the specific guidance needs to wait until the visibility improves.



1 Ouerview SCHAEFFLER
Schaeffler Group Q1 2020 - Highlights and lowlights

Automative OEM sales down by 12%% in Q1, with strong
outperformance of 11pp (vs. VP! of -23%);

Group gross margin further declined albeit on the back of
significantly lower organic growth due to the Coronavirus

E-Mobility business division with stable development pandemic

Automaotive Aftermarket with strong performance backed
by a solid sales development in Europe and ongoing cost
discipline

Automotive OEM gross margin subdued driven by
Coronavirus-triggered rapid sales drop overcompensating
cost flexing measures

Industrial with higher EBIT margin® yoy despite sales
contraction by 7.5%3; sector cluster Wind with continued
very strong growth pattern, especially in Greater China

Cyclical sectors in Industrial with continued double-digit
sales declines, especially in Industrial Automation,
Offroad and Two-Wheelers

Coronavirus implications trigger EUR 249 min goodwill
impairment in Automotive OEM; conservative valuation
results in reduced balance sheet risks

Strong FCF* of EUR 137 mn, driven by lower investments
in previous quarters and reduced Working Capital

O O 0 O

TLight Vehicle Production {IHS Markit as of April 27) | 2 Befare special ems | 2 FX adjusted |* Befare
cash in- and cutflaws far MEA activities
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| think | can do page #5 rather quickly, it's the usual page that explains the pros and
cons, only highlighting 2 or 3 issues here. Our E-Mobility business is continuing well.
We see a lot of demand coming in for new projects. The guys have worked even with
helm cameras to go through testing during the last weeks and months. So that is
clearly something that is on the positive.

Outperformance these days, we need to be a little bit careful. The 11% should not be
used to extrapolate, but it shows that we are slightly better than the market.
Automotive Aftermarket, | touched here, the first quarter is not representative for
the quarters to come because the shutdowns in the industry, the garages and the
other workplaces and stations could not work in the last week, so that will also show
an impact in the second quarter.

Industrial, Wind is exceptional. And as we're expecting a recession, also Industrial will
see some more difficult weeks ahead. However, the order intake that we measure on
a 12-month basis, Dietmar, is good and shows that the Industrial business will serve
also going forward as a diversification element in our business mix. Free cash flow
mentioned already. Clearly, on the negative side, the crisis hits us. We are expecting
lower organic growth. It triggered the goodwill. And on the Automotive OEM, we
don't expect that the sales will come back that quickly, so it's even more important
that we continue to flex our cost base.



1Qverview SCHAEFFLER
All 75 Schaeffler plants reopening in CW 20 - Capacity utilization building up

Global Footprint

Americas Greater China
* Until CW 18 7 out of 10 Auto OEM e Al 8 Auto OEM plants and Utilization?
plants shut down, while Industrial Europe the 2 industrial plants
plants were producing * Until CW 18 3 out of 28 Auto OEM reopened in CW 8 Wig (w13 w20
« All plants reopening in CW 19 plants shut down; 14 out of 15 * Successful ramp-up Auto OEM @ 60% m m
Industrial plants operating management
* All plants reopening in CW 19 Industrial @ m m m
Utilization*
w18 Cw19 Cw 20 Utilization? Asia/Pacific
Auto OEM cwi18 cwi19 cwzao | * I([;’(;\:‘I ';'-8 f OUld";G Al““; s Utilization*
EM plants and 1 out o
Industrial @ m m Auto OEM Industrial plants closed twig wi1s cwao
* All plants re g in Auto OEM 1% 49% 68%
o @ IS I npanrsopinke i Shisoen O MR
O o S -
! average Utilization per calendar week . < 50% SON<x<70% MM 270%

Schaeffler benefitting from balanced business mix (Auto and Industrial) and robust regional setup
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Maybe more interestingly is page #6 to give you some color. That's a new page out of
our standard — outside of our standard reporting. What we want to bring across here,
and some of you remember that from the last quick capital market update, this is a
page for our global footprint. I'm proud to say that [next, IR annotation] week, all our
75 Schaeffler plants are [planned to reopen, IR annotation] and capacity utilization is
building up. If you see this green, red and yellow, it shows again that we are benefiting
from the fact that we are not an Automotive supplier only but that we have a more
balanced business mix. And also the regional setup helps us to manage this crisis. Just
to explain the table very quickly, you see in the circles the number of plants we have
in the region and for the Divisions there. For example, 10 plants in Automotive OEM
Americas, including Mexico, all are working again. And the boxes then give you the
capacity utilization that we saw in calendar week 18 that we are now expecting for
calendar week 19, 23%; and also in calendar week 20, you see the number. What this
page shows is that China is in this calendar week, but also for the next calendar week,
well on track to go back to the normal capacity utilization, 100% plus for Industrial
driven by Wind and more than 90% for Auto. | would say China is probably 8 to 10
weeks ahead of the other regions. So Europe is building up in Auto, while Industrial is
coming in a little bit softer for the next weeks, not a surprise. Asia Pacific, our smallest
region, is very much also impacted by India. The Auto business is small there, pretty
stable. This is, in particular, Korea, where we have 3 plants that are performing well.
On the Industrial side, the yellow there is a little bit driven by the India experience,
where the plants had to be shut and where our capacity is rebuilding. And then on



the Auto side, in Americas, you see that they are lagging behind, and that we need to
see how that builds up, while the Industrial, that is a smaller business there, is running
somewhere between 80% and 90%. Hopefully, that gives you an idea of how this is
going forward. We are monitoring this on a weekly basis, and I'm happy to share this
information also going forward.

Let me say here this ramp-up is a managerial challenge. We haven't done this before.
But | can assure you we are a strong operationally oriented team and have our hands
upon the wheels and the eyes on the road, so | think we will get this done quite
successfully. However, we do expect that the ramp-up will go step by step and that
will not reach the pre-crisis levels soon.



2 Business Highlights 01 2020 SCHAEFFLER
Automotive OEM — Strong Outperformance, gross margin lower on rapid sales decline

rll;jk mn Automotive OEM sales down by 12%in Q1, with strong outperformance of 11pp
- (vs. LWP* of -23%) driven by all regions, especially Greater China
2,285 2,008
Overhead costs decreased as a result of efficiency program RACE and lower logistic
- costs in line with reduced volumes
Gross a1 2019 at 2020 Capex reduction accelerated, prioritization steered by Capex Committee and
margin 21.2% 18.1% according to our capital allocation framework
The Coronavirus pandemic affected the demand side materially in all regions,
:».B:;L:R i 1 Greater China showing first signs of a recovery in March
113 ' Gross margin negatively affected particularly by the Coronavirus-triggered rapid
50 sales drop
==
Q12019 Ql 2020
EBIT margin? 4.9% 2.5%

3 Fli-adjusted | # Befone special items | ? Light Yehicle Produwction {IHS Markt 2s of April 27)
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Now on the Automotive OEM part, | think | will do this rather short to allow more time
for your questions. You can read the messages here. The outperformance was strong,
and Dietmar will talk about this later on. The focus here is clearly on flexing the cost
base in the right manner.
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2 Business Highlights 01 2020 SCHAEFFLER
Automotive Aftermarket — Stable sales development and strong earnings guality in Q1

rIEeL_SIR i ! Strong sales growth of +5.6%in Region Europe, partially related to inventory
i reduction at the distributor level in the previous year
443 446
- Improved gross margin through additional sales volume and favorable sales mix
Q12019 Q12020
Gross Reduction of selling and administration expenses supported by program GRIP
margin 34.3% 35.4%
EBITE Caronavirus pandemic led to a sharp sales decline in Greater China followed by
in IEUF{ mn T 1 reduced demand in the remaining regions towards the end of the reporting period
r
68 76 o Decrease in miles driven leading to reduced amount of vehicle repairs globally
Qa1 2019 Q1 2020
EBIT margin? 15.5% 17.1%

 Fii-adjusted | 7 Befone special items
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Automotive Aftermarket, next page. | think what we can say is that the first quarter
clearly benefited from strong sales growth in the region Europe. The margin was
17.1%, definitely points in the right direction. And here also, our efficiency programs,
the program GRIP, started to pay off with the reduction of selling and admin expenses.
However, going forward, do not expect that this continues in the second quarter. Also,
the Aftermarket will be hit by the environment.
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2 Business Highlights 01 2020 SCHAEFFLER
Industrial — Strong earnings quality in Q1, Coronavirus impact on sales limited

rl::m - : 3 \E,)Vinglsedc.tctr with v:r‘y sg;?ng growth, impact from crisis overall limited in Q1 -
an3 838 ouble digit growth in China
Gross margin stable despite sales contraction, further successful execution of cost
saving program FIT leading to EBIT margin improvement
Q12019 Q1 2020
Gross Proactive adjustment of overhead costs to the sales development
margin 31.0% 31.1%

Overall sales decline driven by cyclical slowdown as expected and first impact from

e [ Coronavirus, especially shutdowns in India

in EUR mn
v
an 88 0 Lower sales in Industrial Distribution across all regions
Q12019 Ql 2020
EBIT margin? 10.1% 10.7%

1 Fhi-adjusted | 7 Befone special items
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Industrial, also here the key messages have been shared, and Dietmar will show this
later on. We clearly benefited from the very strong growth in the Wind sector. The
impact from the crisis is limited in the other sectors so far. And the big question is
how it will build up going forward. Again, if | look at our order intake, it looks to me
that the situation that comes from this global recession may sound a little bit more
dramatic than what we are going to experience in the next quarters.

12



2 Business Highlights 01 2020

Coronavirus Update — Market Indicators for our three divisions

Auto OEM — Global LVP! 2020

-19,.3 mn light vehicles / -22.0%

EBO | BR6 B3 g

5618 Decl9 Jan2D Feb20 Mar20  Apr 20
% | oy va. 201

» Global IVP! expected to reach around -47%
yoy in 02, according te I1HS

* China showing a gradual recovery of market
demand, all other regions are expected to
continue the weak trend seen in March

Auto AAM - Mobility trends

Source: Apple

4 K
RN ! ) 5,11 AN
ol q
A

"
| o
\Ij__.\r:f b} .

+ In Q2 significant drop in market demand for
repair services likely due ta global decline in
vehicle miles driven

+ Partlal recovery of Chinese market In March
expected to continue

SCHAEFFLER

Industrial - Industrial praduction 2020

in % s, 2019, Source: Oxford Economics April 24, 2020

= Additional burden compared to Q1 due to
the ongoing restrictions and shutdowns in
various countries (e.g. India, [taly, Spain etc.)
expected

= Mo major effect on Wind “sector” in China

1 Light Vehicle Praductian [IHS Markit 2= of Apri 27) expected
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#10 is also a new page, just to share with you some insight on how we look at market
indicators at the moment. | think you all follow as we do IHS figures. Global LVP
numbers are somewhere around 70 million cars, a drop of 22% for the full year with
a dramatic drop in the second quarter. We need to see how we can decouple from
this.

Then Aftermarket, an interesting chart here that shows a source from Apple, the level
of mobility, similar indicator like congestion indices. And it's obvious, take the light
blue line at the end, that mobility in terms of people driving around has clearly
dropped and is now recovering in China first. So that will be an important indicator
for also the activity in the Aftermarket because the more people drive cars, the more
they need to be repaired.

Industrial, the latest Oxford Economics projection, minus 5% for the world, stronger
in the U.S., less strong in China. So this minus 5%, from my point of view, is not a bad
indicator.

13



2 Business Highlights 01 2020 SCHAEFFLER
Coronavirus Update — Countermeasures on Group and divisional level

= Strict health and safety measures implemented worldwide

Health & Safety

* Continued disciplined execution during ramp-up phase

* Flexing of cost base (e.g. short-time work) and structural improvements

Cost discipline ) ! )
= Strict spending control measures (2.g. consultancy costs, R&D projects)

. R = Reprioritization and reduction of Capex
Capital discipline

« Working Capital management

o * Robust liquidity position
Liquidity

= Mo redemptions until 2022

* Goodwill impairment results in reduced balance sheet risks
Balance Sheet o
* Low complexity is an advantage

In this environment, and this is also a page outside the normal reporting package,
what counts is the disciplined execution of countermeasures. This, on page #11, is like
a CEO dashboard that | wanted to share with you. First priority clearly is to make sure
that people stay safe and healthy. We are on a solid track here. The number of cases
has dramatically reduced. And the most important thing is now that the health and
safety measures are in a very disciplined manner applied when we start to ramp up.
Second key priority is to support our customers. Before | come to capital discipline,
let me say this very clearly, this crisis is also an opportunity. It will come to an end at
some point in time, and it's now the time to understand how the world will change,
what the market and our customers will do and how we best adjust to it. So one of
our key priorities is clearly to support our customers where they need us. That's part
of our supplier mission.

However, there are ample opportunities to address the key levers of profitability and,
in particular, Free cash flow. We have shown last year that we can flex our cost base,
and that's what we're doing. With great focus, in particular, short-time work not only
in Germany but also similar instruments in other jurisdictions. Just to give you a flavor
here from our around 30,000 people in Germany, we have applied for about 45%
short-time work. That in itself says not really very much because for the financial
impact, it's important to understand the intensity of the short-time work. You can
apply for 1 day of a week. You can apply for 5 days of a week. So you are very flexible
in doing that. And we'll come back to that later on. But | think we have really set up a
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system that helps us here to react in a very flexible manner — to also the potential
ramp-up.

Talked about the structural improvement, that's a good thing. It will help us on a mid-
to long-term to further optimize the cost base, what is definitely necessary and
possible. And then on top of this, we have put in place a strict regime regarding
spending control measures. Let me explain that in a little detail. What we have done,
we have basically looked at the different components of our cost base and said we
want to save a percentage — a significant percentage of what we call the non-
production material. The non-production material covers the corporate services,
think about travel expense, think about consultancy cost. It also covers the plant
areas. It covers tooling. It covers maintenance. And | think | can say this here, we want
to go up to 15% [reduction, IR annotation] of this non-production material. That is not
100% directly P&L relevant. There's also a little bit of inventory here. Think just for
about buying grease or something like that. So that's a pretty strict measure. And |
think we'll see the benefits from this rolling in the next quarters.

Capital discipline, it's all about reducing but, in particular, reprioritizing Capex. |
indicated this already this morning. We think we can run this year with 2/3 of last
year's Capex. So last year was EUR 1 billion. If you extrapolate the EUR 164 million of
the first quarter, that's probably a good indicator, and it will help us to manage the
rest of the year. Working capital is more an art than a science, Dietmar. It's probably
the most challenging part of the equation because, in some areas, you cannot assume
— like you cannot do structural headcount reduction programs these days — that it's
possible to further increase working capital efficiency. But clearly, lower volumes will
also reduce working capital need. You have some distortion because of the receivable
sales programs. So that's something that | think we can do. And the idea is that we, in
total, should end up with lower working capital than end of last year.

Liquidity, already mentioned, is the most important thing. The liquidity position is
robust, very comfortable. And really a big thank you to Dietmar that he increased our
working capital lines, our revolvers end of last year as part of the refinancing of bonds.
The balance sheet is strong, and goodwill impairment is a proactive balance sheet risk
management step. | always praise the low complexity of Schaeffler balance sheet.
There are no really unusual transactions on it, and therefore, low complexity is an
advantage these days.
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2 Business Highlights 01 2020 SCHAEFFLER
Headcount further reduced — Voluntary severance scheme in Europe expanded

Schaeffler Headcount Key aspects

thend ) )
2 per montheen *+ Headeount reduction of almest 6% yoy, achieved by various efficiency

programs and divestment of plants

Regional split of yoy headeount reduction includes

""""--.-5.8%
91,837 e Mar 2048 — Europe: ca, -3,600

— — Americas: ca, -900
90,492
— Greater China: ca, -700
gs,036 — Asia/Pacifie: ca. 100
&7.748 * Inaddition, other levers to reduce personnel casts and increase
26,548 flexibility, e.g. short-time work and the adjustment of A0-hour contracts
! to 35-hours were implemented
l + Voluntary severance scheme introduced in November 2019, now
expanded and targeting a headcount reduction of around 1,900
far 2019 Jun 2019 Sep 2019  Dec201%  Mar 2020 {prlar: 1,300)
Dacline vs
March 7015 1,345 -2,801 -4,089 -5,289
Mary 6, 3020 Results O 2000 Schasdfier AG i

In the interest of time, let me do the next pages rather quickly. They just give you
further information about what | said before. This is the headcount figure, another
drop here in the first quarter, and this will continue to go down.
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2 Business Highlights 01 2020 SCHAEFFLER
Prioritization of Capex — Reduction and re-phasing of investments resulting in lower spending

Investment® allocation | in EUR mn Key aspects

+ Capex in FY 2020 reprioritized and to be reduced by at least one third
campared to previous year

FY 18 FY 19 Q119 Q120
+ Capex prioritization properly balanced between divisions
ADUE::mative 1,049 702 723 88 + Capex phasing to be equalized across quarters, no hockey stick
Automotive .
Aftermarket 56 &8 3 1
Industrial 170 163 34 69
h Capex by region Q1 2020
éin?‘imﬂr 1,275 933 29 158 in EUR mn [yoy change) 4 18(3) AsiafPacific
Greater China 37 (-38) 74 (-150) Europe
Capex 1,232 1,045 373
N 1%
Capex ratio? 8.7% T.2% 10.3% 5.0% Americas 35 (-18)
! Additicns to intangible assets and praperty, plant and squipment | 2 Capesin % of sales
Mary 6, 3020 Results O 2000 Schasdfier AG i3

Page #13 gives you the usual table with some additions to intangible assets, property,
plant and equipment. You see the EUR 164 million, the 5%. And you also see in Q1
that there is a more balanced allocation of Capex between Automotive OEM and
Industrial. Industrial is building up, in particular, also outside Europe because we want
to improve our footprint. This includes also some of the Wind localization projects.

17



2 Business Highlights 01 2020 SCHHEFFLEB
Healthy liquidity position — No redemptions until 2022

Liquidity Maturity Profile
« (Cash balance Schaeffler Group as per end of March 2020 + Robust debt maturity profile, ne redemption® until Mareh 2022

EUR 625 mn (EUR 668 mn as per year end 2019) « On tap, Green Schuldschein transaction with 3, 5 and & year maturities
+ Committed unused credit lines of almost EUR 2 bn as per end of March will be settled in May

2020, available lguidity! 16% of LTM Met Sales

in EUR min in ELIR mn
2,181 2,198

1,758 1,704 B Mvatsble cash?

L) Bilateral credi lines

Available RCF

o119* 0219 0319 0419 a120 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
Available liquidity in % of LTM Net Sales
12% 10% 12% 15% 16% BN Bonds W Loans

! Excluding restricted cash | # Excluding cash reguired for redempticn af called bonds | * Excluding (P

May 6, 30 Rasulis &b 2000 Schaetfier AG 14

Next one is then on liquidity. | think everything is already said. The 16% available
liquidity of last 12 months net sales, Dietmar, is a good and solid figure. It has
improved. You see it here compared to the previous quarters. And we have a robust
debt maturity profile going forward.

With this, | hand over to you, and thank you for your attention.

18



Dietmar Heinrich

3 Financlal Results Q1 2020 SCHAEFFLER
Key figures Q1 2020

a1l zoz0
inEUR mn Q1 2019 0l 2020 ws, 01 2019
Sales (1] 3,622 3,287 B 2s
Gross Profit e a13 799 -114 mn
Grozs Margin 25.2% 24 3% -0.9pp
EBIT* e e 15 57 mn
EBIT Margin® 7.5% 6.5% -1.0pp
Net incoma* s 137 -184 -321 mn
EPS? (in EUR) 0.21 0,27 0.48
Schaeffler Value Added® ﬂ 422 328 94 mn
ROCE* 15.0% 12.8% -2.2pp
Free Cash Flow? (5 ) -235 137 4372 mn
Capex (6] 373 164 209 mn
Met financial debt a 2,805 2,414 -391 mn
Gearing ratio” BRSH 93.8% +5.3pp
Headeaunt 91,837 Bb 548 LA

Py -adjusted | * Before special ftems | ? Attributable to shareholders of the parent company | # Earnings per cammon nan-voting share | * Defined 2< EBIT before special iems LT minus Cost of Capital [2019: 108 <@
Capital Employed; 2020; %% « @ Capital Emplayed] | * Befare special items, LTK | 7 Before cash in-and autflcees for ME&A actiities | ® Ratio of net financial debt to eguity incl. nan-cantralling inberests

My 6, 2000 Rusults O 2000 Schastfier AG 15

Klaus, thank you very much. Good morning, and welcome also from my side. I'm glad
to have the opportunity to provide you insight into the details of our financial
development one more — but also the last — time today.
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3 Financial Results (1 2020 SCHAEFFLER
o Sales growth — Negative sales development across all regions, impacted by Coronavirus pandemic

Sales | in EUR mn Key aspects
+ Sales of Autamative OEM impacted by plant closings, especially in
¥+ 012008 . Europa {-13.5%1)and Greater China [-22.8%!)

* Decreasing demand in Industrial in Europe {-15.0%1) but strong
performance In Greater China (+21.4%!) continues mainly driven by
sector cluster Wind

* Velume-driven sales increase in Automotive Aftermarket

3,622 3,604 3,613 3,588 3,282
119 219 319 4 19 120
a a a a a Sales by region Q1 2020
m yoy growth! -
-8.3% AsiafPacific
Sales growth Greater China -11.2%
Repaorted
#2.0% -1.0% +2.6% +1.7% S4%
F¥-adjustad
+0.4% 2.0% +1.7% +0.6% Americas -6.0% -10.4% Europe
1 Fx-sdjusted
May 6, 30 Rasulis &b 2000 Schaetfier AG 18

And let me jump directly to page #16, where you can actually - some more
information on the sales development. We ended up in first quarter with EUR 3.3
billion, which is a decline of minus 9%, and Klaus already indicated, major impact
coming from the Automotive OEM side with the plant closings of our customers and,
subsequently, also our reaction especially in Europe and Greater China. On the
Industrial side, we have the decline, the decreasing demand in Europe, but also, and
this was also already highlighted, the very strong performance in the Wind industry
not only in China but especially in China, with a really good development considering
especially the market condition in the Automotive Aftermarket. | will get back to later
as well.
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3 Financial Results (1 2020

SCHAEFFLER

o Gross Profit — Severe volume losses leading to lower gross margin

Gross Profit Q1 2019 vs. Q1 2020 | in EUR mn

Key aspects
* Mormal negative price effect in Automotive OEM, Industrial continued
the positive price mamentum

* Megative valume effects in Automeative OEM and Industrial due to
demand drop triggered by the Coronavirus pandemic, hindering a
realization of production cost improverments

* Ramp up costs in E-Axle and Hybrid systems account for large portion of

58 —
) a mix effects
-26 -2 +8 o

Gross Margin
799 Q120
1 % of ks Q119 Qizo i, 01 19
Gross Profit Price Volume  Mix  Production FX effect Others Gross Prafit At BN - 19.1% * App

Ql z018 costs Ql 2020
Aftermarket 3434 35.4% +Lipp
Gros . - Insduestrial 310% 311% 0 4pp
margin 2524 Ha Group 243% 2900
May 6, 30 Rasulis &b 2000 Schaetfier AG 17

Let's move on to page #17. And then there you can see the Gross profit development.
And for sure, it's no surprise that the volume decline on the top line on the sales side
is also having an impact on the gross profit development. We see a drop in the Gross
profit to EUR 799 million, which is equal to 24.3%. and is dropped by around 1
percentage point. And as you can see, the majority of impact is coming from volume
loss but also partially on the mix side with ramp-up costs in E-Axle and Hybrid systems.
In regard to pricing, it's normal pressure or normal price reductions that we have in
Automotive OEM, and we could even continue the positive development on the
Industrial side. Finally, that leads to the situation that gross margin Auto OEM is at
19%; Aftermarket, 35%; and Industrial at 31%.
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3 Financial Results (1 2020 SCHAEFFLER
o EBIT margin! — Margin decline of 1.0pp, solely driven by Automotive OEM division

EBIT? | in EUR mn Key aspects

* Decline in EBIT margin® by 1.0pp to 6.5% largely caused by decline in
> gross margin in Automotive OEM

* EBIT margin! of Automotive Aftermarket and Industrial improved due to
Improved or stable gross margln, overhead eost structure and FX-effects

* Decrease of overhead costs by EUR 45 mn, relative to sales increase by
O.dpp to 17.6% of sales

272 284 327 rE) 215
al1s Q219 a3 19 0419 Q120

EBIT margin®
Qiz0
EBIT margint Qll9 120 Wi, Q1 19
T55% 7% 9.1% TEH 6.5% Aute OFM 49% 2.5 2 dpp
F¥ EBIT margin Aftariarkat 15.5% 17.1% +1.Epp
Licd Indlustrial 10.1% 10,7% +0.Bop
Greup 7.5% 5.5% 1.0pp

Befare special it
Mary 6, 3030 Results Ok 2000 Schaeifier AG i3

And then let's move on to page #18, where you see the EBIT margin development.
EBIT in the first quarter of EUR 215 million, being equal to 6.5%, major impact coming
from the already explained decline in the gross margin development, especially in the
Automotive OEM area. On the Automotive Aftermarket and Industrial side, our EBIT
margins even improved. But we compensated the impacts coming from gross margin
developments as well with savings on overhead costs and having had some positive
FX impact. Nevertheless, overall, looking at the 3 divisions, Automotive with an EBIT
margin before special items of 2.5%; Aftermarket with 17% has had an increase
compared to previous year; and also Industrial with 10.7%, compensating the
negative volume impact as well as realizing the growth.
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3 Financial Results (1 2020 SCHAEFFLER
Automotive OEM — Very strong outperformance, improved overhead cost control

Sales by business division | yoy growth EBIT? Q1 2019 ws. Q1 2020 | in EUR mn
Qi 2019 Q1 2020 a
E-Mability 147 144 -1.8%
Engine Systems 699 ikl -13.8%
Transmission Systems L1038 902 -13.5%
Chassis Systems 401 359 -0.%%
Tatal 2,185 2,008 -12.0%
— Im
| +2 =8
Outperformance: Sales! vs. market development in Q1 - +9
3
EBIT Gross RED Selling Administratiee Others EBIT
 12.0% - 1052 a3t il 2019 Profit EPENSEE  BNPENSES  GXpEnSes a1l 2020
-23.0% -18.6% -22.8%
45.1% EBIT margin development?
‘World Europe Americas Greater China AsiaPacific 2 =lpp Sinl] Olpp Linp LT L2
Production of Rght vehicks 01 2020 w5, 01 2019 [IH3 Markit s of April 27)
Sales growth Schaeffier Autamotive OEM Q1 2020vs. 01 2019 L Fi-adjusted | 2 Befare special items | ? Includes pasitive FX efects af EUR 4 mn
May 6, 30 Rasulis &b 2000 Schaetfier AG L]

When we go then into the details of the Divisions, and we look to page #19. On
Automotive OEM, we see the sales that was achieved amounting to EUR 2 billion,
which is a drop of minus 12%, but we can also see that our business division E-Mobility
could well perform in that market, just realizing a drop of minus 1.8%. And Klaus also
already indicated and you can see here more details that we had a strong
outperformance against the market in the first quarter especially driven by
outperformance in China. And on the right side, you can see then when looking
through the overall picture of Automotive OEM that we, on one side, have the
negative gross profit impact, but to at least a significant amount, we could
compensate this with savings in the overhead areas and with some positive FX impact
as well. So that finally, we already mentioned 2.5% EBIT margin could be achieved.
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3 Financial Results (1 2020 SCHAEFFLER
Automotive Aftermarket — Good growth in Europe, strong earnings quality

Sales by region | yoy growth EBIT® Q1 2019 ws. Q1 2020 | in EUR mn
al 2019 Qi 2020 A
Europe 312 329 +5.6%

]
Americas a8 A1 -4 T -1
- +5 2
Greater China 20 15 -24.9% +6F

AsiafPacific 23 21 -0.%%
Tatal 443 446 +1.5%

Autemotive Aftermarket sales growth by channel?

76
e |
OES? | EBIT Gross RED Selling Administrative Others EBIT
il 2019 Profit EPENSEE  BNPENSES  GXpEnSes a1l 2020
Total* b
armin den CantS
. A0 5% - - 10% 15% EBIT margin development
15.5% +11pp 0. 1pp +1L1pp -02pp -05pp 17.1%
B o 2029 a1 2020
! F¥-adjusted | * Independent Aftermarket | # Original Eguipment Service | * Contains E-Commerce sales
and sales to Autamotive supplers in addition ta Mk and OES * Before special items | ® Mo FX impact
Mary 6, 3030 Results Ok 2000 Schaeifier AG i

Then let's move to Automotive Aftermarket, page #20. Sales development, as said,
plus 1.5%. So sales amounting to close to EUR 450 million especially driven by Europe
with a plus of 5.6% and having had to face the declines in the other 3 regions. You can
see that on one side, the Independent Aftermarket was basically flat. OES increased
compared to previous years or year, but we have to be aware that last year, there
was especially in the first half of the year and in the first quarter, weak OES market.
So this is also explaining that we have a positive base effect now for this year. When
looking to profitability, as already mentioned, EBIT margin of 17.1% actually being
generated, the improvement by positive sales mix, that led to an improvement in
Gross profit and savings on the overhead cost side. So this is from a sales but also
from a profit development a positive development in the current market in the first
guarter, but being aware that the second quarter will be even more challenging.
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3 Financial Results (1 2020 SCHAEFFLER
Industrial — Strong sales growth in sector cluster Wind, strong earnings quality in Q1

Sales by region | yoy growth EBIT? Q1 2019 ws. Q1 2020 | in EUR mn
al 2019 Qi 2020 A
Europe LEH] Ep -15.0%

Americas 162 149 0.5% — I
Greater China 155 189 +21.4% — 1 7
it 2

AsiafPacific 138 118 -14.1%
Tatal 893 528 -7.5%

Industrial sales growth by sector cluster Q1 2020

B
Wind
Railway
ARTIACE EBIT Gross RED Selling Administratiee Others EBIT
Feaest Ihateials ai 2019 Profit  expenses expenses  expenses ai 2020
Power Transmissian
Twa-Wheslers .
Offrosd EBIT margin development?
Inebustial Automatar 101%  +0lpp  OOpp  +03pp  -Ddpp  +D6pp  10.7%

st rial Distribution
0% -20% 10 DM 10%  20%  30M A0 50N

! F¥-adjusted | ? Befare special items | * Incledes pasitive FY effects af EUR 4 mn

Mary 6, 3030 Results Ok 2000 Schaeifier AG

On the Industrial side, page #21, we achieved sales of EUR 828 million, which is a
decline of 7.5% compared to previous year. We can see that with the exception of
China, all regions have been hit, and China was especially strong, growing by 21%. And
you can see on the lower left side, what we already explained that especially Wind
was supporting in an excellent way, compensating the decline in sales in the other
more cyclical sectors. So on the right side, you can see the development of the EBIT.
As mentioned, EBIT up to 10.7%. And you can see that basically, the decline in Gross
profit being caused by volume decline was compensated by savings in the overhead
area with some positive FX impact. So then finally, we could increase then the EBIT
margin even compared to the first quarter of previous year.
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3 Financial Results (1 2020

SCHAEFFLER
o EBIT before special items — Reconciliation Q1 2020

Reconciliation Q1 2020 | in EUR mn Key aspects

* Expansion of weluntary sewerance scheme in Europe, leading to EUR 53
min additional provision for programs RACE and FIT

* Goodwill impalrment of EUR 249 mn In division Automotive OEM

triggered by uncertainty related to Coronavirus pandemic
53 + Goodwill impairment not relevant for income taxes

-88
240 -184
- o Special items by division| in EUR mn
- 31 8
) inEURm ar1s 118 8M19  FYis | aQa2e
EBIT Restruc- Goodwill EBIT Financlal Income Others Met
bsit turing Impairment reported  result tawas Income? EBIT Reported 250 285 45 750 @
HAuto DEM b 7
EBIT
margin 6.5% 27 Aftermarket |
s triad 147 £
Greup a2 73 88 an 302
EBIT bsi? 272 554 BA3 1181 218
3 Befare special rtems | 2 Attributable to the sharehalders of the parent company

Mary 6, 3030 Results Ok 2000 Schaeifier AG

Then when moving on to page #22 and now picking up what Klaus already explained,
Two special impacts that we recorded in the first quarter. It's on one side, additional
restructuring expenses for the voluntary severance scheme in Europe, especially we
increased the provision here in conjunction with the programs RACE and FIT related
to Automotive OEM and Industry. And the second topic that we see in here is the
goodwill impairment that we did in the division Automotive OEM triggered especially
by the uncertainty related to the Coronavirus pandemic.
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3 Financial Results (1 2020 SCHAEFFLER
o Net income® Q1 2020 EUR -184 mn — EPS Q1 2020 at EUR -0.27 (PY: EUR 0.21)

Net income? | in EUR mn Key aspects
= Met Income befare special items amounted te EUR 103 mn
* * EPS decreased to EUR -0.27 (01 15: EUR 0.21)
* Schaeffler Value Added® decreased to EUR 328 mn (31 19: EUR 422 mn)

due to lower EBIT and higher average capital employed
137 136 212 s Be e

aiis Q213 a319 Q413 Q120 Schaeffler Value Added® | in EUR mn

23.1% 22.3%

EPS? | in EUR ——_ - 1285
0.21 0.21 0.31 -0.08 -0.27 952 939 787 557 284 328
0.65

2015 2016 2017 2018 2019 Q1 2020

== ROCE before special ems

* EBIT before special items LT manws Cost of Capital {2039: 20% = @ Capital Employed; 2020: 9% = @

Attribiutable ta the sharsholders of the parent company | ? Earnings per comman non-wating share Capitsl Emplayed]
May 6 220 Results Ok 2000 Schaeifier AG Fil

And yes, with this, | would move on then to the Net income development on page
#23. And first of all, our Net income before special items amounted to EUR 103
million, plus EUR 103 million. Yes, it's a decline compared to previous year, where we
recorded EUR 169 million. And of course, then as already explained on the previous
page, then the special impact, restructuring, the enhancement or expansion of the
voluntary severance scheme and the goodwill impairment had a negative impact to
that. When looking to the net income after these special items, we see a drop of the
net income to minus EUR 184 million. But it is nevertheless, even in this more
challenging market environment, we could now realize the Schaeffler value-added in
the first quarter on the last 12 months consideration of EUR 328 million.
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3 Financial Results (1 2020

SCHAEFFLER
o Free Cash Flow before M&A® FY at EUR 137 mn (PY: EUR -235 mn)

Free Cash Flow before M&A? | in EUR mn Key aspects

" + Strong Free Cash Flow! of EUR 137 mn despite lower EBIT

Working Capital, especially lower trade recelvables, contributed to
strong Free Cash Flow

= Strict capital discipline reduced cash outflows fram Capex

& 367 340 137 te EUR 164 mn (Q1 19: EUR 373 mn)
235
Q119 az 19 0319 a4 19 a1 zo FCF Details | in EUR mn

FCF reported anlé Zﬂg; 2:‘3;
30 L il el 2T FCFas reported (300} 137 437
FCF Conversion ratio? MI&A 65 ] {65)
10% 11% 10% 2% A1% FCF before M&A (235) 137 372
- - : Mion requrrinsitems‘ 14 ral 57
Capex ratio? Investments’ 51 1] (31)
10.3% 6.1% 6.3% 6.2% 5.0% Receivabla Sale Program Q 0 a

(170} 208 378
* Including payments far legal cases and restructuning measures | * Cagex in major strategic projects,
eg. Agenta 4 plus One [AKD Eurape, EDC, Focws)

! Befare cash in- and autflows for M&A actrities
2LTM FCF befare ME&A divided by EBITDA befare special items | * Capexin % of sales

Mary 6, 3030 Results Ok 2000 Schaeifier AG

Then moving on to the next page, Klaus, yes, already talked about the Free cash flow
as well, and we are really —yes, | would say, proud, maybe, is wrong, but we are really
satisfied with the development that could be realized a positive cash flow of EUR 137
million, even being equal to a Free cash flow conversion ratio of 41%. Capex ratio
being down to 5% with strong capital discipline but also with a strong focus on the

important topics and not sacrificing on the future and also keeping a strong eye on
the working capital development.
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3 Financial Results (1 2020 SCHAEFFLER
o Working Capital ratio 18.6% — Capex ratio 5.0% in Q1

Working capital® | in EUR mn Capex? | in EUR mn
2,579 2,734 2,749 2,530 2,452 373 221 229 222 164
al1s az219 Q319 Q419 aL2o aris az219 Q319 Q419 Qlz2o
in % of sales [LTM] in % of sales
18.0% 19.2% 19.1% 17.5% 18.6% 10.3% 6.1% 6.3% 6.2% 5.08%
17.5% T.2%
1 Acoarding ta balance sheet; figunes 2= per the end af pericd *Cashview
Mary 6, 3030 Results Ok 2000 Schaeifier AG -

On page #25, you can see more details, but we already explained this, so | would move
on directly to page #26.
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3 Financial Results (1 2020 SCHAEFFLER
o Net debt of EUR 2,414 mn — Leverage ratio? stable at 1.2x

Net financial debt and Gearing ratio | In EUR mn Key aspects
+ Met financial debt of EUR 2.4 bn, Leverage ratio® 1.2x

* Completion of Green Schuldseheln transaction with volume of
approximately EUR 350 mn

2,805 3,167 2,842 2,526 2,414
Q119 az 13 Q319 Q419 Q120 MNet debt development | in EUR mn
Gross debt 54
4 876 3,735 3,490 3,194 3,044 N
( 1.2 1.2
Cash & cash equivalents D-‘H' e 1.1 1.0 @
L e L i 629 4,889 2,636 2,370 2,547 2,526 2,414
Gearing ratio* _
B3 116% 103% a7% 045 2015 2016 2017 2018 2019 Q1 2020
== Leverage Ratia®
‘Gearing ratio: Ratio of net financial debit to equity incl. non-controfing interestsin % * Lewerage Ratio: Met financial debt ta EBITDA ratio before special items
May 6 220 Results Ok 2000 Schaeifier AG ko

You can see there the Net debt development. Net debt as per end of first quarter,
EUR 2.4 billion, being reduced compared to end of the year due to the positive Free
cash flow development.

In addition, we could complete our Green Schuldschein transaction with a volume of
around EUR 350 million. Then — so this was also successful in the current, really
difficult market conditions for the debt market, leverage ratio at 1.2. So that also
highlights that we are currently working in an area where we do feel comfortable. We
are prepared for the future.

And this being said, | would hand back to you, Klaus.
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Klaus Rosenfeld

4 Qutlack SCHAEFFLER
Summary — Robust Q1 results, increasing preparedness and action for unchartered territory situation

o Robust Q1 results = Setup of being an Automotive and Industrial supplier a clear
competitive advantage
o Used opportunity to lever our efficiency programs — Cost saving measures further
strengthened
Diversified
o Robust liquidity position — Company dealing with tough Q2 headwinds, adapting :umw‘l}twe all'ld
to the environment in a flexible and modular way Industrial supplier —
Strong Balance Sheet
and FCF protection
o Virtual AGM on May 8, dividend proposal EUR 45 cent! confirmed, payout date
May 13 — New remuneration scheme set up
More detailed FY 2020 guidance will be provided once visibility improves = Board
o activating all levers under Schaeffler Group control to manage and mitigate

Coronavirus pandemic risk
Proposed drdidend per comman nan-voting shane

May B, 2020 Rasults o 2000 Schastfier AG

Dietmar, thank you very much.

#27 it's now. Ladies and Gentlemen, just a quick summary. Q1 result is robust. You
heard it several times, we see our current setup as a clear competitive advantages in
this environment.

We use the opportunity to further lever our efficiency programs and are now fully
focused on the technical cost and Free cash flow protection measures that have been
further strengthened without jeopardizing our customer business.

Liquidity is robust, and that's necessary because the Q2 will be tough, certainly not a
walk in the park, but a quarter that requires a very flexible and modular response.
That's what we are prepared for. And that's also where | see the managerial challenge.
AGM will happen. There's — apart from the dividend that we mentioned, one
important other aspect that you may have noted from the invitation, we will — or we
have presented to our shareholders a new remuneration scheme for the executive
Board team. And you have more detail on this in this backup of the presentation. I'm
not going to go into all details here. The only thing | would like to mention in careful
negotiations with our Supervisory Board and Mr. Schaeffler as a Supervisory Board
Chairman, | think we have further upgraded this compensation scheme, took into
account all the considerations and recommendations of the various agencies. Just 1
or 2 remarks. We are moving from a defined benefit scheme to a defined contribution
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scheme. We have incorporated a share ownership guideline that forces the
management team to invest onetime fixed annual salary. In my case, 2 times my fixed
annual salary directly into shares, with a payout prerequisite for the LTV, so a pretty
strict scheme. We have also improved the long-term bonus requirements with a little
bit more generous target achievement ratios and replacing cumulative Free cash flow
by EPS. So if you go into detail here and if you're interested in more detail, let's wait
for the 8th of May. But | think it's definitely a good scheme to further foster
shareholder value creation.

Let me finish here by once again saying guidance will be provided once the visibility
comes back. What is more important these days is clearly 3 things. What counts is
liquidity. What also counts is that our DNA, let's call it DNA, is intact. The fighting
spirit, the technology, the brands, the customer intimacy, with all the headwinds, |
think this is a proven team of colleagues that can weather such a crisis. And that is
not only the Board, it's the whole organization. We invested a lot in our leadership
teams at the moment with lots of internal communication. And I'm happy to say that
the organization is prepared and resilient enough to come out of this crisis, hopefully,
even stronger than we went in.

This is it. We are now open for your questions. Thank you very much.
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4 Outlock SCHAEFFLER
Financial calendar 2020 - Virtual AGM on May 8, new CMD date to come

Roadshows [ Conferences Regular capital market coammunication
May 11 Frankfurt, Virtual Roadshow Q1 2020 Earnings Release
LT '
May 12 London, Virtual Roadshow Wirtual AGWM
L b
May 13 Paris, Virtual Roadshow H1 2020 Earnings Release
~
m am 2020 Earnings Release
May 6, 30 Results O 2000 Schasdfier AG =
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Q&A SESSION

Gabriel M. Adler, Citigroup

My first question is around the operating leverage. Clearly, the restructuring
programs that you put in place and the cost reduction has really helped reduce the
drop-through and the operating leverage in the business. And we can see that in the
margin resilience in these quarterly results. My question is do you think that this level
of under 20% operating leverage for the Group is sustainable even as we move
through Q2 and the impact from this crisis intensifies. And then I'll take my second
guestion after.

Klaus Rosenfeld

Well, clearly one of the most interesting questions, but it's a ratio that is very difficult
to predict because it depends on a variety of different things. Our 3 businesses have
all different operating leverages. The regions show different reactions. It's a question
of how flexible the colleagues who react to the buildup of demand and capacity, so
please accept, | can't give you a final number here. What | can say is that we are fully
committed to flex the cost base further, and that is what counts. On top of this,
addressing also the fixed cost base and trying to protect the cost base by a strict
spending control, that will also help. But on the other hand, we also need to make
sure that we follow the customer demand. So it's a qualitative answer to a question
that you would like to put in your model, but | cannot just say, yes, it will be in the
next quarters the same logic and the same outcome as in the first quarter.

Gabriel M. Adler, Citigroup
Sure. Understood. And my second question is around the Auto...

Klaus Rosenfeld

And maybe | can add here for all ratios in this environment, it's always at risk because
this is unchartered, unprecedented. It's a little bit difficult just to apply historic
relationships to the future. So the most important thing is that you really understand
the data here and that we do the right things going forward. What is sacred is
definitely the leverage ratio. That's the one we look at.

Gabriel M. Adler, Citigroup

Okay. Understood. And then on outperformance in the Auto division, it would be very
good if you could expand on the main drivers that supported the strong
outperformance. | understand that China was clearly the key regional driver, but some
more detail on what the broader drivers for that trend were and particularly whether

34



you were seeing OEMs building inventory ahead of shutdowns that perhaps could
reverse in Q2, meaning that upfront weakness in the second quarter?

Klaus Rosenfeld

Maybe | start and then Dietmar adds a little bit of color. Also, to be honest, also the
outperformance, it's something that we need to put a little bit into a crisis
perspective. The outperformance at the end of the day is very much a function of
what happens with big key accounts. And | think VW is, as you know, one of our
biggest accounts, Geely is a very important account. The second thing is what kind of
projects are running and how does that help. | can, for example, indicate that in
several main projects related to Transmission and Engine business, we gained a higher
delivery share that helps. We have in some areas preordering of OEMs to build some
safety stock. In general, there's always a tendency that customers put sort of too
optimistic data into the system where you need to be careful that you're not now
building too much safety stock yourself. Clearly, | think, and that's what Dietmar said,
the strong presence, the strong sales organization the fact that we have some of our
large projects in China in these days helps for the outperformance. Let's see how this
rebalances.

You want to add something?

Dietmar Heinrich
Well, | think this was a very comprehensive explanation.

Klaus Rosenfeld

| mean, in general, we said we always told you, it's somewhere around 400 basis
points. So take this as an outlier, and let's see how —when it normalizes, how we then
understand it from there. Order intake will come in the first half. And maybe that is
then a good basis for further discussion.

Christoph Laskawi, Deutsche Bank

The first one will be on working capital. You already said it's more art than anything.
But still, looking at Q1 print, which was quite good, but also helped by, | think, an
uptick in the receivable sales program, which you alluded to is seeing some adverse
impacts currently. The first one would be do we have to expect a headwind in Q2 and
Q3 from that program. And looking more on a full year basis, should we expect
inventories, which have been up in Q1, a bit to come down with the lower demand
situation? And given your spread between receivables and payables, overall, should
we expect a decent cash inflow from the lower activity actually?
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Klaus Rosenfeld

Thank you very much. It's a very good question. Let me give you some color. As you
all know, working capital is basically 2 things. It's the financial supply chain, that is
receivables and payables, and it's the inventory side. Then we all know working capital
is basically driven by volume, and it's driven by, let's say, the working capital
efficiency. And | would —and then you have the third components — are things like a
receivable sales program. When | mentioned this at the beginning, I'm not saying that
we stopped that. But | think we have just to take into account that going forward, it
will be more difficult to have the same volume of receivables to be sold into the
program than before because simply the volume of receivables and of eligible
receivables goes down. So | think you will expect from most of the players that have
these programs that the volume will come down a little bit, and that means nothing
else that there is a little bit of liquidity outflow. Our program, Dietmar, is not very
large. It's a new program. We've always been careful to handle it in a certain range.
And | would say if we can keep it at 50% of what we had in the previous year, then it's
probably not a bad target. So that will impact a little bit.

Now if you then look at the 2 other components, | think in these days, when you look
at receivables and payables, there will be a volume impact in a second quarter when
all of a sudden sales come down dramatically, you also see then cash inflow because
the receivables get lower. And others get paid. So that's an impact that we're
expecting in the second quarter. On the other hand, on the payable side, again, | think
it's not really wise to assume that you can further optimize your efficiency on the
payable side by extending what is called your DPOs because no supplier in this
environment would not cry if you now say we're paying you later. So managing that
carefully -- if this is a wash in terms of the efficiency, then it's already very good.

| think, Dietmar, we have to be a little bit more conservative on the financial supply
side. Then on the inventories, it's a question how you manage the quarters. And here,
my view is that if you want to compensate the positive cash inflow from lower
receivables, that is out of the financial supply chain, it may make sense to build up a
little bit more inventories in the second quarter because when sales come back, let's
say, third, fourth quarter, there will be a cash drain. If you then have the inventories
there, then that could be something how you organize and manage the phasing of the
different elements of the working capital. That's why | said it's more an art than just
mathematics. And again, our view is that we should be able to bring, except for this
compensatory impact from the sales programs, that we should be able to bring
working capital below what was the end of last year. Whether this is 10% or more or
a little bit less remains to be seen, but that's at the moment how we look at this. With
these volumes drops that we're expecting, except for the impact from the sales
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receivable program, it should be possible to control working capital below previous
year level.

Christoph Laskawi, Deutsche Bank

It's well understood. The second one would be on Capex. You point towards the cut
of around 30%. Now that there is a couple of ramp-ups coming in the second half and
Capex most likely will be committed for that, can you go much lower than the 30%?
Or is it essentially where you would see the need for a smooth ramp-up of new
projects and also coping with the ramp-up of the OEMs now.

Klaus Rosenfeld

Well, also here, | mean, don't forget, we are cruising through an environment where,
from my point of view, flexibility is and, let's say, a modular detailed approach is the
most important. Can you go much lower? Yes, maybe, but the consequence is that
you then just start to jeopardize your future opportunities, and that's what we
definitely don't want to do. It's completely foolish now to think that the crisis will
never come to an end, so it is really critical here to see how you adjust this big
portfolio of investment projects. Some of our orders that we have put out can at the
moment not be fulfilled because of the environment. Some we may even push harder.
We have a situation in China where in the Wind area, our Chinese colleagues say, can
you move faster because we get all this demand and we need to build up faster. So
it's a -- it's not black and white. It's very much about flexibility, modular and a
differentiated approach.

On the other hand, if | don't -- if we don't give Dietmar a type of a target here and say
this is what we want to see, then it's also wrong. That's why we said 2/3 of last year
as a ballpark number where we want to go to is what we can also share with you. But
it may change over the course of the year. It definitely needs to be in synch with the
customer demand. But people now understand also since last year, and that's the
beauty of this Capex Committee that Dietmar and myself run, that this is very serious.
And the controls we have that nothing is overspent and that people don't follow what
we are saying are strong, and the commitment to do this right is definitely there.

Christoph Laskawi, Deutsche Bank

Last one from my side and probably also tough one to answer. Looking at the mix and
the negative impact due to the E-mobility business, do you expect that negative mix
impact to improve in the second half or rather worsen given that you ramp up scale,
it might have potential to ease a bit?
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Dietmar Heinrich

Well, | think -- | can step in. So first of all, the ramp-up costs then will ease. That will
be a potential for improvement. On the other side, we need to see the volume
developments and how this unfolds in regard to the demands of the OEM. So it's
difficult to predict right now.

Christoph Laskawi, Deutsche Bank
Absolutely. Understood, yes.

Klaus Rosenfeld
Fully agree. It's a long term, mid-term investment, we are well on track with our E-
Mobility projects. And it's not a question of half year, it is a question of 2 or 3 years.

Henning Cosman, HSBC

It's Henning from HSBC. Yes, | mean the question has been asked, but obviously,
excellent to see how much you were able to variabilize the costs and the drop-through
on the Automotive side and protect cash. So that's great to see. Can | just maybe ask
a little follow-up with respect to the R&D, and that's something that stands out. You
were able to save a lot of overhead there. And | think, Klaus, you said it just now with
respect to the Capex at what level that starts to impact future business. So if you could
just maybe say a few more words on the ability to save R&D there going forward as a
part of variabilizing that overhead costs, that's my first question, please.

Klaus Rosenfeld

Henning, thanks for the clarification. | mean R&D is part of the overall exercise. And
also here, the most important thing is to do this in synch with customer projects. We
have not put out a number here in a sense that it's also 2/3. But | think you saw from
the numbers that they are, to some extent, driven by what we did last year. That first
guarter is not only what happens in March. So also here, we have gone through a
detailed project review with Uwe Wagner and have said these are the ABC projects.
These need to be prioritized and pushed through. | think | mentioned this in the last
capital market update. We had projects where large customers said please continue,
where certain testing things were done with helm cameras in the office where
meetings were not possible. So it's also here the same differentiated approach. R&D,
in particular, in the large E-mobility things is definitely out of any spending control
sense that we are cutting here just proportionately. But in other areas, yes, we can
be a little bit more cost conscious and we can also postpone. So that's what | can say
at the moment. But I'm not going to say 2/3. This is for Capex.
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Henning Cosman, HSBC

No, that's great. One small housekeeping one. Maybe it is great that you're breaking
out now the adjustments with respect to the restructuring programs. Could you just
share if there's anything more budgeted for the remaining quarters of the year? Or
should we not expect any adjustments for restructuring in the further course of 2020?

Klaus Rosenfeld

| think, Dietmar, the answer is you never say no. But | think the large adjustment that
we now made with this EUR 53 million for that basically impacts all the 3 divisions.
That should be it. | don't see any larger restructuring at the moment, at least nothing
that is planned. Whatever happens in the rest of the year, we need to see. But | can
say, if you target -- if you're asking about layoffs, | think with this 1,900, we have, |
think, already paved the way for further structural improvement. And | can only share
with you to discuss at the moment layoff problems, unless you are forced to, with
workers' council is nearly impossible because they definitely want to make sure that
you save jobs and first go through the crisis. Whatever happens in the second half, |
don't know, but | think we are very comfortable with this 1,900 jobs that we can
further reduce with the blessing and all contracts signed by employees. So that's a
good thing.

Dietmar Heinrich

Maybe, Henning, just to add briefly, we continue, of course, with our programs RACE
and FIT and also provided some insight in that conjunction at the beginning. The crew
is prepared. The provisions are built up already last year, but we need to see them
moving forward in case things change, we will, of course, anticipate that.

Henning Cosman, HSBC

Sure. And lastly, maybe if | can ask about this Automotive Summit with the Chancellor
yesterday. | don't know, Klaus, if you were part of the meeting yourself but if you
could maybe share a little bit your perspective, either some feedback, maybe what
was discussed, if you were there, or if you've heard feedback? And also maybe your
general view, if you don't mind, as to whether you think incentives would be a good
thing or not in Germany.

Klaus Rosenfeld

Thank you very much for the question and thank you very much for being so
respectful that you think | was there. There were no suppliers there. There were only
OEMs. So | was not part of it, but we have a very strong new lady [Mrs. Hildegard
Miiller, IR annotation] who runs the VDA, and we have been informed afterwards.
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What | can say is what the VDA officially says, it was a good meeting. It was very
constructive. There is a sense that the German government should support the
German Automotive industry. There was no conclusion and no final agreement on the
best instrument, but | think the overall mood there and the willingness to cooperate
is what counts. And let's see what comes out of this. It's good that people really
carefully think what's the best instrument and how do we kick-start and restart
demand in this environment.

Sascha Gommel, Jefferies

The first one would actually be, again, on your cost cutting execution. We touched
most of the cost lines, and | understand that selling is a bit more flexible because
there's logistics involved. But can we also talk a bit about admin because that was
more or less flat, around EUR 140 million over the last quarters. Do you think there's
some more potential going into Q2 to cut those costs as well? Or am | right to assume
that those are a bit more fixed?

Klaus Rosenfeld

Let me respond to this. When you rightfully look at the P&L structure and look at cost
of goods sold and overhead and then R&D, selling and admin, what we look at, we
look at the internal structure, how we allocate cost to functional responsibilities. And
the fact that admin was not coming down compared to the previous year, maybe a
result of certain IT spending, it may be a result of certain investments into future
projects there. But it doesn't mean that we are not 100% cost-conscious on the
indirect areas. Parts of the indirect costs are anyhow in the costs. And | can only sort
of mention here once again the impact of short-time work. We have on purpose said
short-time work is not only relevant for the plants, it's also relevant for all the indirect
areas. My areas, Dietmar's areas, we have all sent people in these admin functions
home in short-time work, and you will see the impact of that in the second quarter.
But don't forget, this is not like that there is a big fat corporate center that sits there
and does nothing. We have gone through various exercises to streamline certain
things. It's not about headcount so much, it's more about getting certain structures
even further optimized. This is about processes. This is about better backups in certain
areas. And we're definitely targeting this area. So don't get this wrong. It's a good
point. You don't see this in the first quarter, but you will see it in the next quarters to
come.

Sascha Gommel, Jefferies
Very clear. And then my second question. It's related to what you already talked about
with Capex being reduced. How should | think about the impairment in that regard?
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Have you kind of decided to stop certain products or exit certain markets, and that's
where you can save Capex and be more prudent, but that's now what we've seen in
the impairment? Or is it just related to you took down volume, and that's why you
have to write it off, so no kind of exit decisions?

Klaus Rosenfeld

Thanks for the question on impairment no one has asked it so far. | mean you all know
how impairment works. Typically, that happens in -- towards the end of the year when
people do replanning exercises because you normally need a triggering event. And
here, we argued with our auditors that the crisis as such is a triggering event. As |
mentioned, we looked at the balance sheet in the first quarter and said where do we
have risk, how can we address these and mitigate these risks. And as you know, from
the annual report, we had about EUR 600 million goodwill on the books. Broadly
speaking, half-half, Automotive OEM, Industrial and Automotive Aftermarket. So we
then looked at where is this goodwill coming from. And in the Automotive side, you
all know that we have not been a company that has acquired in a very expensive
manner big companies. We have acquired small companies in the last years with a
very modest level. So you will not be surprised if | share with you that most of this
goodwill was historic goodwill. We then said, if we can avoid a situation where we are
coming out of this crisis and all of a sudden we are conservative to be planning going
forward and the impairment test then leads to the fact that we have to write off
something, then let's rather take the hit now and be proactive and clean up the
balance sheet and be out of the woods with these situations. That's why we basically
wrote off most of the goodwill, but it has nothing to do with Capex allocation in a
sense. It has nothing to do with how we prioritize investment. It's a more sort of
thoughtful risk averse, proactive approach to manage a potential risk on the balance
sheet to clean it up, to run it in a very low complex basis and to make sure that this
doesn't come up, whatever the crisis is going to bring, we all don't know at the wrong
moment in time.

Sascha Gommel, Jefferies

Understood. Very clear. And then my last question. | mean, in China, there are plenty
of battery electric vehicle manufacturers. So | was just wondering about the health of
your EV order book. How much of that is actually with kind of smaller startup
companies and how much is like with large, well-established players? Just wondering
about the risk in your order book given the kind of hit that China took in Q1.
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Klaus Rosenfeld

It's a good point. Dietmar, maybe you need to help me. We have in our risk analysis
not seen any insolvency risk from customers in China. We're doing some things with
the bigger players, we've always been careful there. But | would assume that you
would not put Geely in that bucket. So | would say, from my point of as far as | know,
we can definitely look at this one more time, there is no risk in that area.

Victoria Greer, Morgan Stanley

Just one, please. Could you help us a little bit thinking about where Auto Aftermarket
has been trending in April and May? Obviously, we can get a good feel from the
production numbers on the Auto OEM side. Do you think that's also a reasonable
guide for how we should think about Auto Aftermarket? Obviously, just looking at the
-- looking more at the Europe production there? Or should we think about that
differently?

Klaus Rosenfeld

Victoria, it's a very good question. And we don't have similar market production
forecast as we have for light vehicle production. Generally speaking, | think we can
say, Dietmar, it's more in synch with the production numbers for OEM than | thought.
And the drivers are different because here, the shutdown has, at the end of the day,
led to a situation where even if people wanted to repair their cars, they couldn't. And
our businesses, as you know, very much an Independent Aftermarket, our customers
could simply not get the material and, therefore, maybe slightly softer than what
you're expecting from the IHS numbers, where the second quarter globally is 47%. |
would say in Europe, that is for Europe, that's probably a little bit too much, but it's
definitely a hit in the, whatever, 30% to 40% range. But that was April. Now the
second part of the answer is if something comes back quickly, then the Aftermarket
is definitely one of these areas because, structurally, you could argue people will save
money and not spend to buy new cars and rather repair. That's one of the arguments.
And also the way back is easier because it's let's say, it's a faster delivery-driven
business where if now the whole shutdown situation, all the restrictions disappear,
then you have to be there.

Kai Mueller, BofA Merrill Lynch

The first one is really following up from some of the questions that were asked earlier
with regards to the Kurzarbeit [short-time work, IR annotation] or short-time working
schemes. Can you quantify maybe a little bit how much that benefited you in Q1
already? Because you said, obviously, that will be mainly a benefit in the second
quarter as a first question.
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Klaus Rosenfeld

Okay. Let me start with this. | mean in Kurzarbeit, the March impact was | wouldn't
say minimal but not really big. We had some Kurzarbeit that we already used at the
beginning of the year, butit's a small number. It all started -- it will start -- it will impact
stronger in April and May. That has also to do, Kai, with the fact that we agreed with
workers' council that we would -- before we go into a more broader application of
Kurzarbeit, we would run down existing -- overtime, we would think about
Urlaubstage [holidays, IR annotation]. We, for example, negotiated something where
we said people will be sent, whether they like it or not, in some sort of forced holiday,
to reduce holidays that we normally reserve for. And that, | think, explains why the
phasing of this is slightly different than the discussion we have at the moment. So the
bigger impact will come in April, where probably half of the month is where it really
started to count, and in May. And then also, if you really want to go into detail in
terms of cash flow, we go and pay in advance and then get repaid by the agency. So
the P&L impact and the Free cash flow impact, it has also a little delay. In general, if
you say | think we can use it as a rule of thumb, if we have EUR 200 million per month
personnel-related costs in Germany for 30,000 people, we have applied for 40% to
50% of that workforce Kurzarbeit across all the different levels. That's also different
maybe for other companies. It's not only for the workers in the plants, it's also for
what is called the Germany AT-Mitarbeiter. So it's a pretty broad spectrum with a very
disciplined spending control behind it.

And if you can save through something like this with all these extra payments you
have, 10% of your cost base in a month, then that's not bad because, don't forget, not
everyone works full short-time. There are people that work only 2 days, some work 3
days, some go back. We need to see how the phasing now works. But maybe that
gives you a little bit of a ball-park figure.

Kai Mueller, BofA Merrill Lynch

Okay. Okay. And then just coming back to your write-downs, you obviously outlined
them quite well earlier. But just you obviously said you used COVID-19 as a trigger
moment. Is that -- give you an answer to your accountants that, that obviously
changes the long-term growth outlook for the industry as a whole? And can you
actually specify what these businesses were where you wrote down the goodwill? You
said these were old transactions, but were they particular product groups that they
were relating to?

Klaus Rosenfeld
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No. In our case, it's pretty easy because our cash-generating units are structured in a
way that we can look at the overall Automotive division. That's what we did. So this
is not that Engine is impaired and Transmission is not. This is the whole mix that we
looked at. And it was, from my point of view, a reflection of the fact that the pressure
on Automotive OEM in terms of volume and future development in the next year is
there. So that's how we try to solve that.

Kai Mueller, BofA Merrill Lynch

Okay. Perfect. And then maybe just one follow-up is we obviously saw price has been
in the third quarter slightly lower what is always expected. Has there been any
changes in terms of pricing that you can update us with also your customers?
Obviously, especially in regard to the much lower volumes you're experiencing. And
when we think about your projects when you now tender for projects, | don't know if
there's much happening anyhow, are there higher hurdle rates you're looking at just
simply because of the uncertainty you're facing with in the coming years?

Klaus Rosenfeld

| think, Kai, to those 2 very relevant questions. | think | can say on the pricing front,
this was not a priority. | have not heard about anything where the pricing was
dramatically different in particular and also than before, also applies for projects. The
situation at the moment is that we try to help our big customers. They want to see
that we perform. They are here and there concerned about stability of the supply
chain. We have always said we will be a very good citizen in that respect. And
therefore, | think this is a premature question, if | may say so. This is not what we're
dealing with at the moment.

In Industrial, we're more driven by decisions from the past, there is a positive
development in terms of prices, but that's more a reflection in the first quarter of
what we decided, discussed end of last [year, IR annotation].

Akshat Kacker, JP Morgan

Just 2 left on my front, please. The first one on the order intake under the RACE
program. Just wondering once things normalize, when do you expect the bidding
process or the RFQs to pick up for the second generation of EVs especially in Europe.
That's the first one. And the second one is on raw materials. Do you expect any
benefits across the 3 divisions? Or are they mainly passed through index contracts
there? And on that front, if you could also discuss the pricing environment in the
Industrial division, please.

Klaus Rosenfeld
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Yes. | think on raw materials, maybe, Dietmar, you can add. But what | would say as a
more general direction, there is a little bit of support from the material cost side at
the moment, in particular on the steel side. How this will unfold during the rest of the
year, we need to see. And pricing on Industrial, | already said. Maybe Dietmar can add
there. The lower oil price is helpful in certain areas. So -- but let's not expect too much
there. It's still -- it should not deviate us from the fact that we need to actively manage
the cost base.

In terms of RFQs, | would contradict it a little bit. That's not -- it's not the case that
there are no RFQs anymore. There are -- in this situation from the various customers'
requests for projects, probably fair to say, even more than we ever had. And not only
from the big ones, but in our case, we get more and more interest, in particular, from
the E-Motor side and we have big ones that we have done there. So we feel quite
happy with the capacity utilization of our R&D teams and of the -- what's happening
there on the sell side. So let's wait what the order book will look like. Again, don't
forget, these large contracts don't come every quarter. But as far as | know from
Jochen Schroder, we feel quite comfortable that we can again deliver on our promise
with the EUR 1.5 billion to EUR 2 billion.

Dietmar Heinrich

And maybe just to add in that regard, the momentum that we gained last year stems
from the acquisitions that we did on the EImotec side, the usage of our Compact
Dynamics entity, this is really very positive, was perceived. We are working on a
couple of new projects together with existing customers, but also with new
customers. And as Klaus mentioned, Jochen Schroder is confident that we can
continue the track that we actually did last year and also be successful with new
orders and accordingly this year.

And maybe on the raw material side, very briefly, yes, we have tailwind in the first
guarter, and we at least expect to continue to a certain extent also for the remainder
of the year. And pricing environment in Industrial, we could realize or continue
positive development. But of course, with the positive tailwind by the raw material,
then argumentation to support our position actually is getting weaker, and we will
then actually see customers getting back to us, and also considering the current
situation ask for concessions.

Jemma Permalloo, JP Morgan

| just have 2 questions left. The first one is on your bonds that are due in 2025. If you
could share some color on the plans regarding these bonds and if you would be
potentially considering any additional liquidity raising in the future.
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Klaus Rosenfeld

| have to say the line was somehow interrupted. Would you please repeat your
question? | didn't get the first part. | understood liquidity event, but to be answered
precisely, can you please repeat?

Jemma Permalloo, JP Morgan
Sure. | hope the line is better now. | was wondering if you could share any color on
your plans regarding your bonds that are due in 2025?

Klaus Rosenfeld

Again, the bonds in 2025, we have not decided what we do with that. You know that
there was an intention to use the Schuldschein inflow maybe to further optimize the
maturity profile, but that decision has not taken and has been postponed for the time
being. The profile is robust, the credit is sound, so we'll come back when the dust has
settled.

Jemma Permalloo, JP Morgan
Right. And just finally, how comfortable do you feel regarding your covenants
especially as we navigate the short-term impact in Q2 from COVID-19?

Klaus Rosenfeld

The covenants -- well, we're doing our liquidity stress test. | don't see any risk at the
moment at the covenant level. But once again, it's unprecedented territory. As | said
before, we need to be flexible and modular. And it doesn't change what | said before,
the liguidity position is sound. And | think our credit stance is in good shape.

Markus Schmitt, Oddo

Yes. Just one quick one. It's on your Industrial segment. | mean Wind was obviously a
stellar performer in Q1, but certain wind turbine manufacturers have cited in the last
days still for coming supply chain disruptions and some headwinds, although the
situation in China is maybe different. But from your perspective, how will Wind
develop for Schaeffler for the remaining year?

Klaus Rosenfeld
Well, what we see in particular from China is that the demand for wind turbines, for
even larger projects is intact. And | don't see any deviation from this trend at the
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moment. And there's obviously enormous growth potential in this area. There are not
many other companies that can provide bearings and solutions for these
onshore/offshore turbines. And | think this is one of the positive opportunities for us.

Klaus Rosenfeld

Okay. Then let me finish this call with a big thank you very much to my colleague
Dietmar. You all know that he is leaving us, unfortunately, end of July. This will
probably be his last call. Dietmar, you have always been a great support and a great
colleague in getting these calls done. And | call out a big thank you for all your support
also to me personally. And | think I'm allowed to say this here in this group. So thank
you very much for listening. And thank you very much for following this last release
for Dietmar.

Dietmar Heinrich

Klaus, thank you very much for this appreciation. Thank you very much from my side
for your attention, for the good and intensive interaction that we had over the course
of last 3 years. We will have additional opportunities during the coming days with the
virtual roadshow, so I'm already looking forward to that. Yes. Let's move on.

Klaus Rosenfeld
Thank you. Thank you very much. All the best. Stay positive. Bye-bye.
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FCF (EUA 400 m) - - EaTIR Mepas Pzt rated
Bands  5G25HESHS 2025(ELA| - B0 A5I5W Ml [T
5750 BEHs 2006 (ELE] - TE0 BTSN Seprlf B+ BalEby
T35 S5Ha 2026 (U50) = ED) TN Sap-2t B3 /ma2 /a0
B ETSMEENS 2027 ELA| S0 Aa875% Me2 7 Ba+/Ba2/a0+
B.DCS 53Ha 2027 (LB a0 a1 [T =1 B /Ba2/a0
B 375%55H0 20200500 00 M5 eaATIN Mwyae B3+ /maz /a0

Total IND W rwalturgs GmbH

) 5chasffler AG
Mominai  Hominal Fating
Deitt invtrumam s (PR m) Imtersst Maturity  (Pichiecdy wEES|
Loms R (PR 1E00m) B - romos Sap23 ek rabed
Irvosivesnt Facibiny (ELA 500w - B0 ElD D22 W raned
o Cormmarcial Paper Program [EUR 1,000 m| - 20 et raesd
CBomds | 11ZW%IHa 2021(RLR| - Mar-21 BAG- /B a0
L E7EM RS 20 (L] - bar-id EedEr B pd B
3N SHE 20200 - SrE - P25 LT

LETSMENS 2007 (EUA| -

BB B 53,908

LEURSUSD = 1,056 | ¢ After oross curnency swaps | “Incl. commitment an d uiiization fees
“Bond issued by Schaeffler Finance BV, guarantesd by Schaeffler AG
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Backup 2 — Additional information

SCHAEFFLER

AGM proposal — New remuneration scheme, fostering sustainable value creation

Total Target Remuneration

——— 0% —— I ———————— 60% ———————
Fixed components Variable components
Share ownership
Short-term bonus (STE) Leng-term bonus |LTE) guidelines
Rgtl rement. be!ﬂeﬂts 20% 319% For the CECy:
Defined contribution plan 2 flxed annual salary
Fivad annual « Schoeffler Value-Added (S1A4)% » Service condithan
Frae Cash Flow (FCF)* +  Totai Shorehalder Ratun (TSR] Far the remaining
salary Strategic targets (2.7, susteinehility] Earnings Per Share [EPS) Managing Directors:
- : 1% fised annual sala
Fringe benefits + Individue) performance « Posshilty to define palivanal "
e.g. D&O insurance and sustwinohility fargets
company car
Cap at 150% of target bonus Cap at 300% of grantvalue Payout prerequisite
fior the LT
Incentivizing the contribution ta the business strategy and the long-term
company's value appreciation
Function and responsibility
Subject to Clawback

[possibility to reclaim variable rernuneration)

Total remuneration cap per role

The weightings of remuneration companenis g2 % of tisd target remuneration (anawided abawe| may shghily very Tor verious Managing Dinecars dependingon the individus! smaunis of el nge benefiis.
For the division el (EDs, division-specicperfarmance indicaiors SchaefMer inlue Added of the Division |5WA Divigion| und Divisioned CashFlgwOCF Divisian] are consadered inaddition inthe shove performance criosie

Dewiecian in the FinancisTveer 1000:Meneging Directars receiveda specisd ane-al grank of virued sheees [FSUS)as soompensatinior the decreased level of pension bernefins due {0 the sysiem chenge as of 1 nueey 1000, The welueof ihe specielane-of grentis

euivplening 50% of the gross isedannal sefary, PSUs eee setile in cosh inthree reaches.
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Backup 2 - Additicnalinformation
Remuneration scheme — Comparison previous system vs. new system

System until 2019

SCHAEFFLER

System from 2020

Fixed annual salary Contractually agreed, monthly payment
Fringe benefits Contractually agreed, company car etc.
Free Cash Flow (FCF Group®) and Schaeffler Value Added [SVa Group®)
Shart-tarm bonus at group level weighted equally]
[5TB)

Possibility to annually define ather strateglc targers by Supervisory Board

Components:
}ﬁnﬂg}-urm bonus 5% service condition, 25% TSR condition, 25% FCF condition

Perfarmance Share Unit Plan Peer Group: MOAX
Target achlevement for TSR and FCF condition: O - 100%
Share ownership guidelines Ne

Clawback N
Pansion plan Defined benefits plan

Maximum remuneration [cap)  STB and LTB are capped

No change

Mo change

Neo change

Sustalnability targets for 2020 (improvernent of COP-ARating and
implementation of measures in order to increase energy efficlency)

Components:
506 service condition, 25% TSR condition, 25% EPS condition

Additional sustainability targets could be defined ata later stage

Peer Group: welghted Sector Basker [SKAGR/ SXNGR)™ reflecting
the industry focus of Schaeffler AG

Target achlevement for TSR and EPS condition: 0— 200%
Yes, used as a prerequisite for the payout within the LTR

“es, inrelation to the varlable components

Defined contribution plan

In additicn to STB and LTB caps, a cap of total remuneration per role
in

* For thee divisional CECKTha performancs riteria ara comgletad by the divisor- spaciic parformanta indicators SchastMier value Added ol the Diision |54 Deision| urd Divisonal Casn Flow| DOF Division].
% SXAGR: STON Europe 600 Autoenobiles and Pans Gross Rabarn (wseighting: 75%); SXNGR: STOXX Europs 630 industrial Goods and Sarvicas Gross Rabam (weighting: 25%)
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Backup 2 — Additional information

Goodwill impairment in Automotive OEM — Conservative valuation approach applied

The Schaeffler Group goodwill impairment test is conducted on a divisional level -
the goodwill is impaired when the carrying amount exceeds the recoverable
amount of a division

The higher uncertainty for the future course of business of Automaotive OEM
triggered by the Coronavirus pandemic resulted in changed assumptions for the
calculation of the recoverable amount

o As a result a goodwill impairment of EUR 249 mn in Automotive OEM was
accounted for, the impairmentis adjusted on EBIT level

May 6, 30 Rasulis &b 2000 Schaetfier AG
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SCHAEFFLER

Conservative valuation
leading to a goodwill

impairment in
Automotive OEM
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