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MACROECONOMIC AND SECTOR-
SPECIFIC CONDITIONS

Macroeconomic conditions

Global economic growth continued at a robust pace in 2018. The
upturns in the United States and India made up for the moderate
decline in growth rates in the European Union, China and various
emerging markets. Growth rates for global industrial output and
the worldwide volume of trade were both down compared
with 2017, although they remained high thanks to capital expend-
iture and strong domestic demand in many economies.

The pace of growth tailed off over the course of the year. One
of the main reasons was an increasing reluctance to invest in
view of growing geopolitical and trade-policy uncertainties. The
escalating trade dispute between the US and China led to greater
doubt about the stability of the upturn, as did the difficult
negotiations on the United Kingdom’s departure from the EU and
the diminishing budgetary discipline in Italy. Deteriorating financial
conditions in the emerging markets against a backdrop of
higher inflation (predominantly driven by the oil price), interest-
rate hikes and the negative balances of payments resulting from
the resurgent US dollar also played their part in the slowdown.
> DIAGRAM 004

Gross domestic product in 2018 - real year-on-year change
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Sectoral conditions

The global material handling market, which comprises industrial
trucks and supply chain solutions, again grew at a much faster
rate than the global economy in 2018. Despite the spiralling trade
disputes, the high volume of goods traded worldwide led once
again to growing demand for industrial trucks in all of the KION
Group’s sales regions. At the same time, demand rose sharply for
warehouse automation and for sorting and picking solutions,
partly in connection with the creation of extra warehouse capacity
for the expanding e-commerce market.

Industrial Trucks & Services

Measured in terms of the number of trucks ordered, the global
market for industrial trucks registered strong growth of
10.3 per cent in 2018. Around 1.5 million industrial trucks
were ordered in total worldwide, with significant increases in all
product categories. Orders for new IC trucks were up by
6.4 per cent, although the rate of growth in China, the biggest
individual IC market, was a lot slower than in 2017. Unit sales of
electric forklift trucks rose by 9.3 per cent. For warehouse trucks,
the increase was 14.0 per cent. One of the main reasons for this
growth was that manual equipment was replaced by entry-level
trucks in the lower price segment, particularly electric hand pallet
trucks in the lower weight categories.

In the EMEA region (western Europe, eastern Europe, Middle
East and Africa), which is still the KION Group’s most important
region, order numbers were up by 10.8 per cent. This was on a
par with the growth rate in 2017, thanks to contributions from both
western and eastern Europe. At 4.1 per cent, the rate of increase
in the Americas region (North, Central and South America)
was lower than in 2017. While the rate of growth was down
significantly in Central and South America, the US also registered
markedly slower growth. Despite a noticeable flattening, the
APAC region (Asia-Pacific) again generated the strongest
rise, driven to a large extent by demand for electric-powered
trucks. > TABLE 006

Supply Chain Solutions

The market for supply chain solutions again expanded rapidly in
2018. Burgeoning e-commerce is continuing to have a significant
impact, as is the related refocusing of supply chains on multi-
channel approaches. A steadily growing number of companies
are investing in the expansion and optimisation of their warehous-
ing and logistics capacity in order to shorten lead times, improve
the efficiency of the flow of goods and widen their product range.
Automated warehouse systems include not only solutions for
individual processes, such as picking and packing, but also fully
integrated end-to-end solutions.

Global industrial truck market (order intake) TABLE 006
in thousand units 2018 2017 Change
Western Europe 435.0 395.5 10.0%
Eastern Europe 941 78.4 20.0%
Middle East and Africa 36.2 36.4 -0.6%
North America 288.8 277.7 4.0%
Central and South America 39.5 37.7 5.0%
Asia-Pacific 647.3 571.4 13.3%
World 1,540.9 1,397.2 10.3%

Source: WITS/FEM
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In the US market, the volume of e-commerce sales again rose
sharply year on year and the proportion of retail business
transacted online increased from 8.7 per cent to 9.6 per cent.
This meant a greater flow of goods in warehousing and logistics,
as shown by the Prologis Industrial Business Indicator. The
resulting increase in logistics capacity utilisation is leading to
investment in distribution centres located close to consumers,
and the trend for large building units accelerated sharply. At the
same time, there is growing demand for more efficient ware-
houses, especially as the majority are still managed manually.
Capital expenditure on warehouse equipment and technology,
including rising investment in warehouse management systems,
was therefore again at a high level in 2018.

Procurement markets

On the whole, prices for the commodities used by the KION
Group rose sharply over the course of 2018. Steel, the most
important commodity, became more expensive during the year
and was up by more than 5 per cent on the average price for
2017. The average price of copper (LME) also increased year on
year, reaching its highest level since 2014. The average price of oil
in 2018 was also well above the previous year’s average. The
price of Brent crude maintained a clear uptrend until October
and, for a time, exceeded the threshold of US$ 75 per barrel, but

it subsequently fell sharply. By contrast, rubber became cheaper
due to declining demand from the middle of the year onward, and
the average price in 2018 was lower than the average in 2017.

Financial markets

In the reporting year, the KION Group billed 48.1 per cent of
revenue in foreign currencies, the most important of which were
the US dollar, China’s renminbi and pound sterling.

Overall, currency effects had a slight negative impact on the
KION Group’s business situation in 2018. Relative to the dollar,
the euro was worth approximately 5 per cent less on average
in 2018 compared with the average for 2017, as the US dollar
appreciated significantly in the second half of the year. Against
pound sterling and the Chinese renminbi, the euro made only
moderate gains. > TABLE 007

Currencies TABLE 007
Average rate per Euro 2018 2017
Australia (AUD) 1.5801 1.4734
Brazil (BRL) 4.3073 3.6090
China (CNY) 7.8066 7.6292
United Kingdom (GBP) 0.8848 0.8764
USA (USD) 1.1809 1.1300

Source: Bloomberg
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Business performance in the Group

In 2018, the KION Group focused on strengthening its position
in emerging markets in line with its KION 2027 strategy. Back in
January 2018, the KION Group entered into an exclusive and
global strategic partnership with EP Equipment, Co., Ltd.,
Hangzhou, People’s Republic of China, a leading Chinese manu-
facturer of warehouse trucks. In this context, the KION Group
also plans to acquire a non-controlling interest in EP Equipment,
Co., Ltd., thereby expanding its product offering in the entry-level
segment for lightweight warehouse trucks in the Chinese market
and improving on its worldwide position as the leading supplier of
electric-powered material handling equipment.

In the first quarter of 2018, the KION Group’s production
network was enlarged when the factory in Stfibro, Czech
Republic, commenced operations and began manufacturing
multishuttles and modular conveyor systems. The factory
supports Dematic’s growth in the European market.

Further steps were taken as part of ongoing improvements
to the KION Group’s funding. In January 2018, the KION Group
agreed an extension, until February 2023, to the term of the
revolving credit facility of €1,150.0 million arranged under the
senior facilities agreement (SFA), giving it another year of flexibility
in its funding. The KION Group issued a further promissory note
in June 2018. It has a volume of €200.0 million and will mature
in June 2025. In addition, the long-term tranche of the acqui-
sition facilities agreement (AFA) was reduced to €600.0 million
(31 December 2017: €1,000.0 million).

At the start of the 2018 financial year, the KION Group
adopted the new standards IFRS 9, IFRS 15 and IFRS 16 retro-
spectively. As a result, some of the prior-year figures, Group
KPIs and line items have been adjusted, particularly those
relating to the leasing business.
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FINANCIAL POSITION AND FINANCIAL
PERFORMANCE OF THE KION GROUP

Overall assessment of the economic situation

2018 was another successful year for the KION Group. The
targets set for its monetary KPIs for 2018 were achieved both at
Group level and in the two segments, despite a negative overall
currency effect over the course of the year. It should be empha-
sised that the brief dip in EBIT and free cash flow in the first half
of the year was largely reversed again as a result of the faster
revenue growth in the second half of the year. The corrective
measures taken in the Industrial Trucks & Services segment
had the desired effect on the temporary bottlenecks at individual
suppliers. The Supply Chain Solutions segment’s strong finish to
2018 more than made up for the shortfalls in project revenue
recognised in the first few months of the year. The KION Group
was thus able to take full advantage of the generally favourable
market conditions in both segments.

The KION Group’s total order intake rose by 8.5 per cent to
€8,656.7 million (2017: €7,979.1 million). The contribution from
the Supply Chain Solutions segment, where order intake
increased by 15.5 per cent, was exceptionally strong, but the
Industrial Trucks & Services segment also saw year-on-year
order growth of 6.0 per cent. Consolidated revenue improved by
5.2 per cent to €7,995.7 million (2017: €7,598.1 million). The
Industrial Trucks & Services segments played a particularly
strong part in this revenue growth, whereas revenue in the
Supply Chain Solutions segment was only slightly higher than in
2017 due to the overall poor start to 2018.
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The KION Group’s EBIT adjusted for non-recurring items and
purchase price allocation effects came to €789.9 million (2017:
€777.3 million). This year-on-year increase of €12.6 million was
achieved despite higher material prices, wage cost rises, negative
currency effects and temporary bottlenecks at individual suppliers
in the Industrial Trucks & Services segment. There was a moderate
reduction in the adjusted EBIT margin to 9.9 per cent (2017:
10.2 per cent). After taking into account diminishing purchase
price allocation (PPA) effects and non-recurring items, EBIT rose
sharply to €642.8 million (2017: €561.0 million). As a result of
higher tax expenses, there was a moderate decrease in net
income to €401.6 million (2017: €422.5 million). Non-recurring
items in both 2018 (positive item of €29.4 million) and 2017 (posi-
tive item of €92.2 million) had a positive impact on tax expenses
and thus on net income. Basic earnings per share attributable to
the shareholders of the KION Group came to €3.39 in 2018 (2017:
€3.68) based on a weighted average of 117.9 million no-par-
value shares outstanding during the reporting year (2017:
114.3 million). KION GROUP AG will propose a dividend of €1.20
per share to the Annual General Meeting (2017: €0.99 per share).

Free cash flow increased to €519.9 million (2017: €474.3 mil-
lion), above all thanks to improved earnings and the lower
growth in net working capital.
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Comparison between actual and
forecast growth

The KION Group’s order intake of €8,656.7 million was above the
upper end of the target range (€8,050 million to €8,550 million),
while the revenue of €7,995.7 million was in the middle (target
range: €7,700 million to €8,200 million). The adjusted EBIT of
€789.9 million was also within the specified bounds (target range:
€770 million to €835 million). Higher advance payments from
customers in the project business meant that the free cash flow
of €519.9 million was significantly higher than anticipated (target
range: €410 million to €475 million). At 9.3 per cent, ROCE
was as predicted (target range: 8.7 per cent to 9.7 per cent). In
the Industrial Trucks & Services segment, order intake and
revenue exceeded expectations, while adjusted EBIT was at
the lower end of the target range due to the temporary supply
bottlenecks during the year. The results achieved in the Supply
Chain Solutions segment for revenue and adjusted EBIT were
also around the lower end of their respective target range. Order
intake exceeded the top end of the target range because the
strong level of incoming orders for customer projects in recent
quarters continued into the fourth quarter. > TABLES 008-009
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Comparison between actual and forecast growth - KION Group TABLE 008

KION Group

2018 2018
in € million Outlook Actual
Order intake 8,050 - 8,550 8,656.7
Revenue 7,700 - 8,200 7,995.7
Adjusted EBIT 770 -835 789.9
Free cash flow 410 - 475 519.9
ROCE 8.7% -9.7% 9.3%
Comparison between actual and forecast growth - segments TABLE 009

Industrial Trucks & Services

Supply Chain Solutions

2018 2018 2018 2018
in € million Outlook Actual Outlook Actual
Order intake* 5,950 - 6,150 6,210.6 2,100 - 2,400 2,425.2
Revenue* 5,700 - 5,900 5,922.0 2,000 - 2,300 2,055.2
Adjusted EBIT* 650 - 685 655.4 180 -215 180.2

* Disclosures for the Industrial Trucks & Services and Supply Chain Solutions segments also include intra-group cross-segment order intake, revenue and effects on EBIT

Business situation and financial performance
of the KION Group

Level of orders

Order intake in the KION Group rose by 8.5 per cent year on
year to €8,656.7 million (2017: €7,979.1 million). This substantial
increase is attributable to new truck business in the Industrial
Trucks & Services segment, project business in the Supply Chain
Solutions segment and growing service activities in both
segments. Although negative currency effects dissipated slightly
in the fourth quarter owing to the weakness of the euro, their
overall impact in 2018 as a whole still reduced the value of order
intake by €186.5 million. Thanks to strong order intake, the KION
Group’s order book of €3,300.8 million was up by 26.2 per cent
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compared with the end of 2017 (31 December 2017: €2,614.6 mil-
lion) and provides an excellent basis for the future.

Revenue

The negative currency effects on revenue were comfortably
outweighed by the growth in the volume of business. The consol-
idated revenue of the KION Group increased by 5.2 per cent to
€7,995.7 million (2017: €7,598.1 million); if exchange rates had
been the same as in 2017, the rise would have been 7.5 per cent.
The rate of revenue growth picked up sharply in the second half
of the year, predominantly due to the increase in production
volume in the Industrial Trucks & Services segment once the
bottlenecks at individual suppliers had largely been resolved.
Overall, the Industrial Trucks & Services segment generated
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total revenue of €5,922.0 million, which equated to an increase of
6.3 per cent compared with 2017. In the Supply Chain Solutions
segment, revenue amounted to €2,055.2 million following a
strong fourth quarter. This year-on-year rise of 2.3 per cent was

primarily attributable to the increase in revenue from the service
business. Across the Group as a whole, the share of revenue
attributable to the service business grew from 42.5 per cent to
43.1 per cent. > TABLE 010

Revenue with third parties by product category TABLE 010
in € million 2018 2017* Change
Industrial Trucks & Services 5,916.3 5,568.2 6.3%
New business 3,009.1 2,828.8 6.4%
Service business 2,907.2 2,739.5 6.1%
— Aftersales 1,513.9 1,429.5 5.9%

— Rental business 900.1 855.2 5.3%

— Used trucks 327.8 306.6 6.9%

— Other 165.4 148.3 11.6%
Supply Chain Solutions 2,052.1 2,005.1 2.3%
Business solutions 1,514.0 1,512.4 0.1%
Service business 538.1 492.7 9.2%
Corporate Services 27.3 24.8 10.0%
Total revenue 7,995.7 7,598.1 5.2%

* Revenue for 2017 was restated due to the initial application of IFRS 15 and IFRS 16

Revenue by sales region

In the EMEA sales region (western Europe, eastern Europe,
Middle East and Africa), revenue rose by 3.6 per cent year on
year. Revenue was up by 4.4 per cent in western Europe, thanks
in no small part to the Industrial Trucks & Services segment’s
higher unit sales in the German, ltalian and French markets. In
eastern Europe, revenue increased by 8.0 per cent compared
with the previous year. This growth was mainly driven by brisk
new truck business in Poland and Russia. In the Americas region
(North, Central and South America), the KION Group posted a
substantial rise in revenue of 16.1 per cent — despite significant
negative currency effects — and thus boosted its strong market
position in North America, especially in the Supply Chain Solu-
tions segment. The APAC region (Asia-Pacific) was affected by a
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decline in revenue in Australia, resulting in an overall decrease of
2.2 per cent in spite of the ongoing momentum in the region.
Emerging markets accounted for 20.3 per cent of the KION
Group’s revenue in the reporting year (2017: 20.9 per cent), while
80.8 per cent of consolidated revenue (2017: 81.6 per cent) was
generated outside Germany. > TABLE 011

KION GROUP AG



COMBINED MANAGEMENT REPORT

Report on the economic position

Revenue with third parties by customer location TABLE 011
in € million 2018 2017* Change
Western Europe 4,769.9 4,567.1 4.4%
Eastern Europe 592.3 548.2 8.0%
Middle East and Africa 94.5 153.6 -38.5%
North America 1,486.3 1,266.7 17.3%
Central and South America 173.5 163.1 6.4%
Asia-Pacific 879.3 899.3 -2.2%
Total revenue 7,995.7 7,598.1 5.2%

* Revenue for 2017 was restated due to the initial application of IFRS 15 and IFRS 16

Earnings and profitability

EBIT, EBITDA and ROCE

Despite negative currency effects, earnings before interest and
tax (EBIT) went up by 14.6 per cent to €642.8 million in 2018
(2017: €561.0 million). The main reason was the sharp reduction,
from €176.2 million in 2017 to €126.2 million in the reporting year,
in the negative purchase price allocation effects included in EBIT.
The non-recurring items also decreased, to €21.0 million, and
mainly related to ongoing process standardisation in connection
with the integration of Dematic and, in the Industrial Trucks &

Services segment, to the redirection of sales activities in South
Africa. In 2017, non-recurring items (€40.1 million) had been
incurred in connection with the fundamental integration of
Dematic and with the start-up costs for the new plant in Mon-
terrey, Mexico.

EBIT adjusted for non-recurring items and purchase price
allocation effects (adjusted EBIT) was above the figure for the
previous year at €789.9 million (2017: €777.3 million). The adjusted
EBIT margin declined from 10.2 per cent to 9.9 per cent.
> TABLE 012

EBIT TABLE 012
in € million 2018 2017~ Change
EBIT 642.8 561.0 14.6%
+ Non-recurring items 21.0 40.1 -47.7%
+ PPA items 126.2 176.2 -28.4%
Adjusted EBIT 789.9 777.3 1.6%

* Key figures for 2017 were restated due to the initial application of IFRS 15 and IFRS 16
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Earnings before interest, tax, depreciation and amortisation
(EBITDA) increased to €1,540.6 million (2017: €1,457.6 million).
Adjusted EBITDA came to €1,555.1 million (2017: €1,495.8 mil-
lion). The adjusted EBITDA margin decreased from 19.7 per cent
in 2017 to 19.4 per cent in 2018.

EBITDA for the long-term leasing business, which is derived
from internal reporting and assumes a minimum rate of return
on the capital employed, amounted to €321.1 million (2017:
€320.9 million). > TABLE 013

EBITDA TABLE 013
in € million 2018 2017* Change
EBITDA 1,540.6 1,457.6 5.7%
+ Non-recurring items 14.6 36.4 -59.9%
+ PPA items -0.0 1.8 <-100%
Adjusted EBITDA 1,555.1 1,495.8 4.0%

* Key figures for 2017 were restated due to the initial application of IFRS 15 and IFRS 16

Return on capital employed (ROCE) was at the same level as in
2017 at 9.3 per cent.

Key influencing factors for earnings

Whereas revenue increased by 5.2 per cent, the cost of sales was
up by 4.5 per cent. Consequently, the gross margin improved
slightly to reach 26.2 per cent, compared with 25.7 per cent in
2017. Higher material prices and wage cost rises in the reporting
year partly negated the positive impact of reduced purchase
price allocation effects. In addition, the bottlenecks at individual
suppliers in the Industrial Trucks & Services segment resulted in
production inefficiencies and thus an increase in the cost of sales.
Furthermore, delays in the awarding of projects by customers
in previous quarters led to temporary underutilisation of project-
related personnel capacity and, overall, squeezed earnings in the
Supply Chain Solutions segment. Despite a recovery in the fourth
quarter, currency effects, primarily from the US dollar, also had a
negative impact on the key financials and therefore on the
KION Group’s EBIT.
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Selling expenses and administrative expenses increased by
6.1 per cent — virtually the same rate as for revenue growth — to
reach €1,352.6 million (2017: €1,275.1 million). This rise was due
to higher wage costs and, above all, the expansion of mar-
ket-specific and customer-specific sales activities. The level of
groupwide research and development costs held steady at
€137.7 million (2017: €137.0 million), reflecting the ongoing
innovation initiatives taking place in the KION Group in connection
with its growth strategy. The ‘other’ item included, among other
effects, the share of profit (loss) of equity-accounted invest-
ments, which amounted to a profit of €12.2 million (2017: profit
of €13.6 million). It also included impairment losses on non-
current assets of €6.4 million (2017: €14.8 million); the prior-year
figure had included impairment losses of €8.6 million relating
to the Egemin brand name, which has been integrated into
the Dematic brand presentation. > TABLE 014
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(Condensed) income statement TABLE 014
in € million 2018 2017~ Change
Revenue 7,995.7 7,598.1 5.2%
Cost of sales -5,898.1 -5,643.3 -4.5%
Gross profit 2,097.6 1,954.8 7.3%
Selling expenses and administrative expenses -1,352.6 -1,275.1 -6.1%
Research and development costs -137.7 -137.0 -0.5%
Other 35.4 18.3 93.6%
Earnings before interest and taxes (EBIT) 642.8 561.0 14.6%
Net financial expenses -97.4 -96.3 -1.2%
Earnings before taxes 545.3 464.7 17.3%
Income taxes -143.7 -42.2 <-100%
Net income 401.6 422.5 -4.9%

* (Condensed) income statement for 2017 was restated due to the initial application of IFRS 15 and IFRS 16

Net financial expenses

The net financial expenses, representing the balance of financial
income and financial expenses, were virtually unchanged year on
year at €97.4 million (2017: net financial expenses of €96.3 mil-
lion). Current interest expense on financial liabilities decreased in
2018 due to the corporate actions carried out in 2017, whereas
currency effects had improved the level of net financial expenses
in the previous year. The deferred borrowing costs of €4.5 million
reported within financial expenses included, among other items,
expenses resulting from the early repayment of €400.0 million
under the acquisition facilities agreement (AFA); previously
deferred borrowing costs of €1.9 million were expensed. In
2017, borrowing costs totalling €8.8 million had been recognised
as an expense.

Income taxes

Income tax expenses amounted to €143.7 million, which equates
to a tax rate of 26.3 per cent. This included a positive tax effect
stemming from the offsetting of losses of corporations in an
amount of €29.4 million in connection with an amendment to tax
law (section 8c of the German Corporation Tax Act (KStG)) at
the end of the financial year 2018. The far lower level of tax
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expenses of €42.2 million in 2017 had primarily been attributable
to the remeasurement of deferred tax liabilities in light of the US
tax reforms; the associated positive non-recurring tax effect had
amounted to €92.2 million in 2017.

Net income and appropriation of profit

Net income amounted to €401.6 million (2017: €422.5 million). On
a like-for-like basis, i.e. excluding the non-recurring impact of the
tax effects in both years, net income was significantly higher than
in the previous year. The net income attributable to the sharehold-
ers of KION GROUP AG was €399.9 million (2017: €420.9 million).
Basic earnings per share came to €3.39 (2017: €3.68) based on
117.9 million (2017: 114.3 million) no-par-value shares; this was
the weighted average number of shares outstanding during the
reporting year. Diluted earnings per share, which is calculated by
adding the potential dilutive no-par-value shares under the
employee share option programme, amounted to €3.39 (2017:
€8.68) based on a weighted average number of shares of
117.9 million (2017: 114.4 million). These calculations did not
include 165.6 thousand (2017: 160.8 thousand) no-par-value
treasury shares that were repurchased by KION GROUP AG as
part of the employee equity programme.
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KION GROUP AG’s net profit for 2018 was €236.3 million, of
which €94.8 million will be transferred to other revenue reserves.
The Executive Board and the Supervisory Board will propose to
the Annual General Meeting to be held on 9 May 2019 that an
amount of €141.5 million be appropriated from the distributable
profit of €141.7 million for the payment of a dividend of €1.20 per
dividend-bearing share. It is also proposed that the remaining
sum of €0.2 million be carried forward to the next accounting
period. This equates to a dividend payout rate of 35 per cent of
net income.

Business situation and financial performance
of the segments

Industrial Trucks & Services segment

Business performance and order intake

The Industrial Trucks & Services segment registered a year-on-
year increase in orders for new trucks across all sales regions of
7.6 per cent to 216.7 thousand units. The Linde brand (including
Fenwick) achieved strong growth and accounted for 62.1 per cent
of new truck business. STILL generated 31.8 per cent of new
orders; the remaining 6.1 per cent was attributable to the Baoli
and OM Voltas brands.

In line with the objectives of the KION 2027 strategy, there
was a particularly sharp increase in unit sales of electric-pow-
ered trucks, which accounted for over 80 per cent of orders.

The total value of order intake rose by 6.0 per cent to
€6,210.6 million (2017: €5,859.5 million), despite negative cur-
rency effects of €98.5 million. In addition to new truck orders,
the expanding service business also contributed to this increase.
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Revenue

Total segment revenue went up by 6.3 per cent to €5,922.0 mil-
lion (2017: €5,572.2 million). Although deliveries were delayed
during the course of 2018 due to temporary bottlenecks at
individual suppliers, which adversely affected revenue, the level
of output improved markedly in the second half of the year.
Excluding negative currency effects of €97.6 million, the increase
in revenue was 8.0 per cent for 2018 as a whole. The growth of
6.4 per cent in the new truck business is due to scheduled price
adjustments and, above all, increasing unit sales of electric forklift
trucks and warehouse trucks. Unit sales of diesel trucks were
lower than in 2017. Revenue from the service business was up by
6.1 per cent year on year, which was almost the same as the rate
of revenue growth in the new truck business. Aftersales busi-
ness accounted for the largest share, contributing 52.1 per cent
of service revenue. The rental and used truck business was also
very encouraging, with revenue going up by 5.7 per cent. The
proportion of the segment’s external revenue accounted for by
the service business was 49.1 per cent (2017: 49.2 per cent).

Earnings
The segment’s adjusted EBIT increased at a slightly slower rate
than revenue to reach €655.4 million (2017: €642.7 million). The
related contraction of the adjusted EBIT margin to 11.1 per cent
(2017: 11.5 per cent) essentially reflects the impact of the bottle-
necks at suppliers, the effects of which included temporary
inefficiencies in production. The adjusted EBIT margin continued
to be squeezed by higher material prices and wage costs. After
taking into account non-recurring items and purchase price alloca-
tion effects, EBIT amounted to €625.2 million (2017: €640.2 million).
Adjusted EBITDA improved to €1,340.2 million (2017:
€1,288.7 million). This equated to an adjusted EBITDA margin of
22.6 per cent (2017: 23.1 per cent). > TABLE 015
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Key figures - Industrial Trucks & Services TABLE 015
in € million 2018 2017* Change
Order intake 6,210.6 5,859.5 6.0%
Total revenue 5,922.0 5,672.2 6.3%
EBITDA 1,332.3 1,287.0 3.5%
Adjusted EBITDA 1,340.2 1,288.7 4.0%
EBIT 625.2 640.2 -2.3%
Adjusted EBIT 655.4 642.7 2.0%
Adjusted EBITDA margin 22.6% 23.1% -
Adjusted EBIT margin 11.1% 11.5% -

* Key figures for 2017 were restated due to the initial application of IFRS 15 and IFRS 16

Supply Chain Solutions segment

Business performance and order intake

The Supply Chain Solutions segment saw a significant year-
on-year improvement of 15.5 per cent in its order intake to
€2,425.2 million (2017: €2,099.2 million). Negative currency
effects of €88.0 million, which were mainly due to the US dollar
being weaker on average during the year, were easily offset.
Adjusted for currency effects, order intake was up by 19.7 per cent.
Following a muted start to 2018, project business (business
solutions) received major orders — especially in the second and
third quarters — and thus registered strong year-on-year growth.
Overall, project business generated 76.5 per cent of the seg-
ment’s order intake (2017: 75.4 per cent). The growing trend
for the outsourcing of logistics processes and the related
downstream services provides good foundations for the rapidly
expanding service business (customer services) in the Supply
Chain Solutions segment.

Revenue

The segment’s total revenue increased by a moderate 2.3 per cent
to €2,055.2 million (2017: €2,009.5 million), following a strong
finish to the year in the fourth quarter. However, delays in the
awarding of projects by customers — some of which stretched
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back to 2017 —took their toll on revenue in the first nine months of
2018. The fourth quarter rally was unable to fully make up for this,
which meant that revenue was at the lower end of the target
range. Excluding negative currency effects of €76.5 million,
the year-on-year increase was 6.1 per cent. Project business
accounted for 73.8 per cent of external revenue and the service
business for 26.2 per cent. The segment generated 65.7 per cent
of its revenue in North America (2017: 56.8 per cent).

Earnings
The segment’s adjusted EBIT came to €180.2 million, which was
below the figure for the previous year of €188.7 million. The
continued delays in the awarding of projects by customers led to
temporary underutilisation of project-related personnel capacity
in 2018. Currency effects also had an adverse impact on EBIT. The
adjusted EBIT margin fell to 8.8 per cent (2017: 9.4 per cent).
After taking into account non-recurring items and purchase
price allocation effects, which were down year on year, EBIT
improved significantly to €64.4 million (2017: minus 16.6 million).
Adjusted EBITDA came to €231.5 million (2017: €235.7 million),
with an adjusted EBITDA margin of 11.3 per cent (2017:
11.7 per cent). > TABLE 016
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Key figures — Supply Chain Solutions TABLE 016
in € million 2018 2017* Change
Order intake 2,425.2 2,099.2 15.5%
Total revenue 2,055.2 2,009.5 2.3%
EBITDA 226.1 207.7 8.9%
Adjusted EBITDA 231.5 235.7 -1.8%
EBIT 64.4 -16.6 >100%
Adjusted EBIT 180.2 188.7 -4.5%
Adjusted EBITDA margin 11.3% 11.7% -
Adjusted EBIT margin 8.8% 9.4% -

* Key figures for 2017 were restated due to the initial application of IFRS 15 and IFRS 16

Corporate Services segment

Business performance
The Corporate Services segment comprises holding companies
and other service companies that provide services such as IT and

logistics across all segments.

Revenue and earnings
Total segment revenue, which came to €299.2 million (2017:
€266.6 million), mainly resulted from internal IT and logistics

services.
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The segment reported adjusted EBIT of €369.6 million,
compared with €5632.4 million in the previous year. This sharp
fall was attributable to higher intra-group dividend income in
2017. Adjusted EBIT excluding intra-group dividend income
amounted to minus €45.8 million (2017: minus €54.1 million).
Adjusted EBITDA came to €398.8 million, or minus €16.6 million
if intra-group dividend income is excluded. > TABLE 017
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Key figures — Corporate Services TABLE 017
in € million 2018 2017* Change
Order intake 299.2 266.6 12.2%
Total revenue 299.2 266.6 12.2%
EBITDA 397.6 549.4 -27.6%
Adjusted EBITDA 398.8 557.9 -28.5%
EBIT 368.5 523.9 -29.7%
Adjusted EBIT 369.6 532.4 -30.6%

* Key figures for 2017 were restated due to the initial application of IFRS 15 and IFRS 16

Net assets

Non-current assets

Non-current assets rose by €300.0 million from their level at the
end of 2017 to €10,150.6 million as at 31 December 2018.
Intangible assets accounted for €5,721.6 million of total non-
current assets (31 December 2017: €5,716.5 million). The goodwill
included in this total was up slightly at €3,424.8 million (31 Decem-
ber 2017: €3,382.5 million), mainly as a result of currency
effects. However, these were partly offset by the effect of the
ongoing writedowns on the customer relationships acquired from
Dematic as part of the purchase price allocation (PPA). The rise
in other property, plant and equipment to €1,077.8 million
(31 December 2017: €994.9 million) was largely attributable to
higher capital expenditure on new production facilities and to
additional right-of-use assets relating to new and extended
procurement leases. Right-of-use assets increased to €390.7 mil-
lion (31 December 2017: €347.4 million). Within this total, the
right-of-use assets for land and buildings stood at €276.4 million
(381 December 2017: €247.6 million) and the right-of-use assets for
plant, machinery, and office furniture and equipment stood at
€114.3 million (31 December 2017: €99.8 million). Leased assets
for direct and indirect leases with end customers that are classified
as operating leases increased slightly to reach €1,261.8 million
(31 December 2017: €1,246.3 million). Further expansion of the
short-term rental fleet caused rental assets to rise to €670.5 mil-
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lion (31 December 2017: €608.4 million). At €826.2 million,
long-term lease receivables arising from leases with end custom-
ers that are classified as finance leases were considerably higher
than at the end of 2017 (31 December 2017: €647.8 million). The
amount of deferred tax assets recognised in the statement of
financial position was €421.7 million as at the reporting date
(31 December 2017: €475.2 million).

Current assets

Current assets rose by €331.1 million to €2,818.2 million (31 Decem-
ber 2017: €2,487.1 million). The temporary bottlenecks at individual
suppliers resulted in significant inventory growth in the Industrial
Trucks & Services segment that had not been completely elimi-
nated by 31 December 2018. The increased volume of business
also resulted in higher inventories in the KION Group, which stood
at €994.8 million as at the reporting date (31 December 2017:
€768.6 million). > TABLE 018

Trade receivables amounted to €1,036.4 million (31 December
2017: €999.4 million).

The KION Group’s net working capital, which comprises
inventories, trade receivables and contract assets less
trade payables and contract liabilities, rose to €676.1 million

(31 December 2017: €619.9 million).
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Inventories TABLE 018
in € million 2018 2017 Change
Materials and supplies 284.2 185.2 53.5%
Work in progress 132.3 109.0 21.3%
Finished goods and merchandise 550.6 459.0 19.9%
Advances paid 27.8 15.4 80.5%
Total inventories 994.8 768.6 29.4%

Cash and cash equivalents stood at €175.3 million on the
reporting date, which was virtually unchanged on the previous
year (31 December 2017: €173.2 million) and, in line with groupwide
liquidity management (cash pooling), was at the level required
for operating activities.

Current lease receivables from end customers increased to
€271.2 million (31 December 2017: €228.0 million).

The condensed consolidated statement of financial position
as at 31 December 2018 showing current and non-current
assets and liabilities together with equity is presented in

> TABLE 019.

Financial position
Principles and objectives of financial management

The KION Group pursues a conservative financial policy of
maintaining a strong credit profile with reliable access to debt
capital markets. By pursuing an appropriate financial manage-
ment strategy, the KION Group makes sufficient cash and cash
equivalents available at all times to meet the Group companies’
operational and strategic funding requirements. In addition, the
KION Group optimises its financial relationships with customers

(Condensed) statement of financial position TABLE 019
in € million 2018 in % 2017* in % Change
Non-current assets 10,150.6 78.3% 9,850.6 79.8% 3.0%
Current assets 2,818.2 21.7% 2,487 1 20.2% 13.3%
Total assets 12,968.8 - 12,337.7 - 5.1%
Equity 3,305.1 25.5% 2,992.3 24.3% 10.5%
Non-current liabilities 5,999.1 46.3% 6,133.7 49.7% -2.2%
Current liabilities 3,664.6 28.3% 3,211.7 26.0% 14.1%
Total equity and liabilities 12,968.8 - 12,337.7 - 5.1%

* (Condensed) statement of financial position for 2017 was restated due to the initial application of IFRS 15 and IFRS 16
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and suppliers and mitigates the financial risk to its enterprise
value and profitability, notably currency risk, interest-rate risk,
price risk, counterparty risk and country risk. In this way, the
KION Group creates a stable funding position from which to
maintain profitable growth.

The financial resources within the KION Group are provided
on the basis of an internal funding approach. The KION Group
collects liquidity surpluses of the Group companies in central or
regional cash pools and, where possible, covers subsidiaries’
funding requirements with intercompany loans. This funding
enables the KION Group to present a united front in the capital
markets and strengthens its hand in negotiations with banks
and other market participants. The Group occasionally arranges
additional credit lines for KION Group companies with local
banks or leasing companies in order to comply with legal, tax
and other regulations.

The KION Group is a publicly listed corporate group and
therefore ensures that its financial management takes into
account the interests of shareholders, promissory note inves-
tors and the banks providing its funding. For the sake of all
stakeholders, the KION Group makes sure that it maintains an
appropriate ratio of internal funding to borrowing. The
KION Group’s borrowing is based on a long-term approach. The
individual tranches of this borrowing will become due for repay-
ment in the years 2021 to 2027.

Depending on requirements and the market situation, the
KION Group will also avail itself of the funding facilities offered by
the public capital markets in future. The KION Group therefore
seeks to implement proactive risk management by rigorously pur-
suing its corporate strategy and to maintain an investment-grade
credit rating in the capital and funding markets by ensuring a solid
funding structure. Since September 2017, rating agency Stand-
ard & Poor’s has classified the KION Group as BB+ with a positive
outlook, while the rating from Fitch Ratings has been BBB- with
a stable outlook since January 2017. The KION Group thus has an
investment-grade credit rating, helping it to secure more advanta-
geous funding conditions in the capital markets.

The KION Group maintains a liquidity reserve in the form of
unrestricted, agreed and confirmed credit lines and cash in
order to ensure long-term financial flexibility and solvency. In
addition, it uses derivatives to hedge currency risk. It enters into
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interest-rate swaps in order to hedge risks attaching to financial
liabilities.

Among other stipulations, the contractual terms of the senior
facilities agreement (SFA), the acquisition facilities agreement
(AFA) and the promissory notes set out certain covenants. In
addition, there is a financial covenant that involves ongoing
testing of adherence to a defined maximum level of leverage.
Non-compliance with the covenants or with the defined maxi-
mum level of leverage as at a particular reporting date may
potentially give lenders a right of termination or lead to an
increase in interest payments.

All covenants were complied with in the past financial year,
as had been the case in 2017.

Main corporate actions in the reporting period

In January 2018, the term of the revolving credit facility of
€1,150.0 million agreed under the SFA was extended by a year,
which means the KION Group can now utilise this credit facility
until February 2023. The KION Group issued a further promissory
note in June 2018. Split into fixed-rate and variable-rate tranches,
it has a volume of €200.0 million and will mature in June 2025.
The risk of a change in fair value has been hedged using an inter-
est-rate swap with matching maturity. The hedging transaction is
recognised as a fair value hedge. The funds generated by this
promissory note were used to repay part of the long-term tranche
under the AFA. Following further repayments using funds from
operating activities, the only outstanding liability in connection
with the AFA entered into in order to fund the acquisition of
Dematic is the floating-rate long-term tranche in a residual amount
of €600.0 million (31 December 2017: €1,000.0 million), which is
due to mature in October 2021. As a result of the early repayment,
deferred borrowing costs of €1.9 million had to be recognised
under financial expenses. The KION Group has issued guaran-
tees to the banks for all of the payment obligations under the SFA
and AFA and it is the borrower in respect of all the payment obli-
gations resulting from the promissory notes.

In October 2018, the KION Group employees entitled to
participate in KEEP were given the opportunity to buy more
KION shares. By 31 December 2018, a total of 38,691 shares
had been purchased by staff (31 December 2017: 36,294 shares).
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The number of shares held in treasury therefore stood at
165,558 as at the reporting date (31 December 2017: 160,829).

Analysis of capital structure

At €9,663.7 million, current and non-current liabilities had risen by
€318.4 million as at the reporting date (831 December 2017:
€9,345.4 million). An increase in current financial liabilities during
the year was more than offset by repayments in the second half
of the year. Non-current liabilities included deferred tax liabilities
of €626.7 million (31 December 2017: €702.4 million).

Financial debt

Non-current financial liabilities (net of borrowing costs) decreased
to €1,818.7 million (31 December 2017: €2,024.8 million). This
figure can essentially be broken down into promissory notes with
a total volume of €1,210.0 million and the remaining floating-rate
long-term tranche of €600.0 million drawn down under the AFA.

Over the course of 2018, current financial liabilities fell by
€17.4 million to €226.5 million (31 December 2017: €243.9 mil-
lion). In the first six months of the year, higher drawdowns from
the revolving credit facility were needed to fund net working
capital as a result of the temporary bottlenecks at individual
suppliers. These were repaid in the second half of 2018, taking
current financial liabilities to below the level as at 31 December
2017.

Net financial debt (non-current and current financial liabilities
less cash and cash equivalents) was therefore reduced to
€1,869.9 million (31 December 2017: €2,095.5 million). This
equated to 1.2 times the adjusted EBITDA in the year under review.

The unused, unrestricted loan facility under the SFA stood
at €1,048.2 million as at the reporting date (31 December 2017:
€965.3 million). > TABLE 020

Industrial net operating debt TABLE 020
in € million 2018 2017*
Liabilities to banks 826.4 1,253.7
Promissory notes 1,214.3 1,007.3
Other financial liabilities to non-banks 4.6 7.7
Financial liabilities 2,045.2 2,268.7
Less cash and cash equivalents -175.3 -173.2
Net financial debt 1,869.9 2,095.5
Liabilities from financial services (short-term rental fleet) 3071 -
Other financial liabilities (short-term rental fleet) 289.9 515.7
Liabilities from short-term rental fleet financing 597.0 515.7
Liabilities from procurement leases 421.2 369.1
Industrial net operating debt 2,888.1 2,980.4

* Key figures for 2017 were restated due to the initial application of IFRS 15 and IFRS 16
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Retirement benefit obligation

The KION Group supports pension plans in many countries.
These plans comply with legal requirements, standard local
practice and thus the situation in the country in question. They
are either defined benefit pension plans, defined contribution
pension plans or multi-employer benefit plans. As at 31 Decem-
ber 2018, the retirement benefit obligation under defined benefit
pension plans amounted to a total of €1,043.0 million, which
was only slightly higher than the figure at the end of 2017 of
€1,002.7 million. The net obligation under defined benefit
pension plans increased year on year to reach €1,009.7 million
(81 December 2017: €978.5 million). Changes in estimates
relating to defined benefit pension entitlements resulted in a
marginal decrease in equity.

Contributions to pension plans that are entirely or partly
funded via funds are paid in as necessary to ensure sufficient
assets are available and to be able to make future pension
payments to pension plan participants. These contributions are
determined by factors such as the funded status, legal and tax
considerations, and local practice. The payments made by the
KION Group in 2018 in connection with the main pension plans
totalled €37.3 million, comprising €17.5 million for direct pension
payments and €19.7 million for employer contributions to plan
assets. The latter predominantly comprised a one-off payment
of €17.8 million that was made in the United States in order to
better meet statutory minimum funding provisions.

Liabilities from financial services
Further expansion of the long-term leasing business with end
customers in 2018 again led to a higher total funding requirement
in the form of liabilities from financial services and lease liabilities.
Liabilities from financial services comprise all liabilities from
financing the leasing business and the short-term rental fleet on
the basis of sale and leaseback sub-leases from 1 January 2018
onwards, as well as the liabilities that arise from financing the
leasing business by means of lease facilities and the use of
securitisations. Furthermore, liabilities from financial services
arising from the leasing business include residual value obliga-
tions resulting from the indirect leasing business.
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Overall, liabilities from financial services increased to
€1,472.4 million as at 31 December 2018 (31 December 2017:
€437.4 million). Of this total, €1,165.3 million was attributable to
financing of the direct and indirect long-term leasing business
(31 December 2017: €437.4 million). The total also includes
residual value obligations of €319.5 million (31 December 2017:
€340.7 million) resulting from the indirect leasing business.

A sum of €307.1 million, representing some of the financing
of the short-term rental fleet, is recognised under liabilities from
financial services (31 December 2017: €0.0 million); the remain-
ing financing of the short-term rental fleet, which amounts to
€289.9 million (81 December 2017: €515.7 million), is recognised
under other financial liabilities.

Lease liabilities

Lease liabilities fell by €390.5 million to €740.6 million as at the
reporting date (31 December 2017: €1,131.1 million) because new
business has been included in liabilities from financial services
since 1 January 2018.

Overall, liabilities from financial services and lease liabilities
together totalling €1,906.0 million were attributable to financing
of the direct and indirect long-term leasing business (31 Decem-
ber 2017: €1,568.5 million).

Other financial liabilities

As at the reporting date, other financial liabilities included liabili-
ties of €289.9 million (31 December 2017: €515.7 million) arising
from sale and leaseback sub-lease transactions used to finance
the short-term rental fleet.

This item also included liabilities from procurement leases
amounting to €421.2 million (31 December 2017: €369.1 million),
for which right-of-use assets were recorded. Overall, current
and non-current other financial liabilities came to €813.2 million
(31 December 2017: €962.2 million).
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Contract liabilities

Contract liabilities, of which a large proportion related to the
long-term project business, increased to €570.1 million (31 Decem-
ber 2017: €324.4 million) due to higher advance payments from
customers in connection with new orders.

Equity

Equity increased substantially to €3,305.1 million (31 Decem-
ber 2017: €2,992.3 million). Net income of €401.6 million was
partly offset by the dividend of €116.8 million paid by KION
GROUP AG in May 2018. Given the stable level of interest rates,
actuarial effects on pensions had a negligible impact on equity.
Exchange differences at the reporting date boosted equity by
€35.5 million. The total effects recognised directly in equity
amounted to €16.8 million. The equity ratio increased to
25.5 per cent (31 December 2017: 24.3 per cent).

Analysis of capital expenditure

The KION Group’s total capital expenditure on property, plant
and equipment and on intangible assets (excluding right-of-use
assets from procurement leases) totalled €258.5 million in the
reporting year (2017: €218.3 million). This increase is primarily
attributable to the rise in capitalised development costs (see
‘Research and development’), which came to €84.0 million and
were thus up by 11.5 per cent on 2017.

Spending in the Industrial Trucks & Services segment con-
tinued to be focused on capital expenditure on product develop-
ment and on the expansion and modernisation of the Operating
Units’ production and technology facilities. Capital expenditure in
the Supply Chain Solutions segment mainly related to develop-
ment costs as well as software and licences.

Analysis of liquidity

Liquidity management is an important aspect of central financial
management in the KION Group. The sources of liquidity are cash
and cash equivalents, cash flow from operating activities and
amounts available under credit facilities. Using cash pools, liquidity
is managed in such a way that the Group companies can always
access the cash that they need. At €175.3 million, cash and cash
equivalents were virtually unchanged year on year (31 Decem-
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ber 2017: €173.2 million). Taking into account the credit facility
that was still freely available, the unrestricted cash and cash
equivalents available to the KION Group as at the reporting date
amounted to €1,219.8 million (31 December 2017: €1,138.0 million).

Net cash provided by operating activities totalled €765.5 mil-
lion, which was higher than the prior-year figure of €711.9 mil-
lion. The year-on-year improvement in earnings played a signifi-
cant part in this increase. The temporary rise in liquidity tied up
in inventories was partly reversed in the fourth quarter once
most of the bottlenecks at individual suppliers had been
resolved. Higher advance payments from customers in the
project business of the Supply Chain Solutions segment made
up for the increase in inventories in the Industrial Trucks &
Services segment. Overall, the smaller increase in net working
capital compared to the previous year made a positive contribu-
tion of €58.9 million to cash flow from operating activities. By con-
trast, further expansion of the leasing and rental business and,
as budgeted, higher tax payments of €193.2 million (2017:
€136.3 million) resulting from the positive earnings performance
of KION Group companies reduced the level of cash flow from
operating activities.

Net cash used for investing activities amounted to
€245.6 million and was therefore higher than in the previous
year (2017: €237.6 million). Within this figure, cash payments for
capital expenditure on product development and on property,
plant and equipment (excluding right-of-use assets related to
procurement leases) rose to €258.5 million (2017: €218.3 million).

Free cash flow — the sum of cash flow from operating
activities and investing activities — increased to €519.9 million
(2017: €474.3 million).

Net cash used for financing activities came to €514.5 million
(2017: €568.5 million). The net repayment of financial debt in
the period under review totalled €230.9 million. The gross
repayment amount of €2,042.6 million consisted of the repay-
ment of a further tranche of the long-term AFA in an amount of
€400.0 million as well as the repayment of loan facilities drawn
down in order to fund the temporary increase in inventories.
There was also new borrowing of €1,811.7 million that was
largely attributable to utilisation of the revolving credit facilities
and to the issuance of a promissory note with a volume of
€200.0 million. Payments made for interest portions and
principal portions under procurement leases amounted to
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€114.0 million in the reporting year (2017: €109.0 million). The
net cash used for current interest payments decreased from
€58.1 million in 2017 to €42.9 million in 2018 due to lower aver-
age net debt during the year. The dividend paid by KION GROUP

AG in the second quarter of €0.99 per share resulted in an
outflow of funds of €116.8 million (2017: €86.9 million). The
acquisition of employee shares caused a cash outflow of
€3.6 million (2017: €4.3 million). > TABLE 021

(Condensed) statement of cash flows TABLE 021
in € million 2018 2017~ Change
EBIT 642.8 561.0 14.6%
Cash flow from operating activities 765.5 711.9 7.5%
Cash flow from investing activities -245.6 -237.6 -3.4%
Free cash flow 519.9 474.3 9.6%
Cash flow from financing activities -514.5 -568.5 9.5%
Effect of exchange rate changes on cash -3.2 -12.2 73.4%
Change in cash and cash equivalents 2.2 -106.4 >100%

* (Condensed) statement of cash flows for 2017 was restated due to the initial application of IFRS 15 and IFRS 16

KION GROUP AG

Business activities

KION GROUP AG is the strategic management holding company
in the KION Group. KION GROUP AG holds all the shares in
Dematic Holdings GmbH, Frankfurt am Main (formerly DH
Services Luxembourg Holding S.a r.l., Luxembourg) and thus all
the shares in the subsidiaries in the Supply Chain Solutions
segment. Furthermore, KION GROUP AG is the sole shareholder
of Linde Material Handling GmbH, Aschaffenburg, which holds
almost all the shares of the companies in the Industrial Trucks &
Services segment.

The annual financial statements of KION GROUP AG have
been prepared in accordance with the provisions in the German
Commercial Code (HGB) and the German Stock Corporation Act
(AktG). The management report has been combined with the
group management report. The consolidated financial state-
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ments have been prepared in accordance with International
Financial Reporting Standards (IFRSs) and the additional provi-
sions in section 315e (1) HGB. Differences between the accounting
policies in accordance with HGB and those in accordance with
IFRSs arise primarily in connection with the accounting treatment
of financial instruments, provisions and deferred taxes.

Management system, future development
and risk position

As a holding company without any operating activities of its own,
KION GROUP AG is indirectly dependent on the earnings and
economic performance of its subsidiaries. The management
system, expected development and the opportunities and risks of
the KION Group are described in detail in the ‘Management
system’ and ‘Outlook, risk report and opportunity report’ sections
of this combined management report.
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Business performance in 2018

The business performance and position of KION GROUP AG
are largely determined by the business performance and success
of the Group. Detailed reports in this regard are set out in the
‘Business performance’ and ‘Financial position and financial
performance of the KION Group’ sections.

Financial performance

KION GROUP AG does not have any operating activities itself.
The reported revenue of €30.5 million (2017: €24.3 million) largely
arose from the performance of services for affiliated companies.

Other operating income went up by €11.1 million to €33.5 mil-
lion and includes, in particular, gains on the measurement of bank
accounts and cash pools in foreign currencies.

The cost of materials is related to the revenue from the
provision of services and mostly consists of expenses for consul-
tancy services.

Personnel expenses fell by €4.9 million to €37.5 million. This
year-on-year decrease was due to the smaller addition to provi-
sions for share-based remuneration. There was a countervailing
effect on personnel expenses from the increase in the number of
employees and from annual salary rises.

Other operating expenses rose by €11.9 million to €80.2 mil-
lion owing to losses on the measurement of bank accounts and
cash pools in foreign currencies. Costs for external services
and consultancy are another substantial component of other
operating expenses.
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The main changes in net financial income/expenses were
as follows:

= Of the total income from profit-transfer agreements,
€343.4 million related to Linde Material Handling GmbH
(2017: €500.6 million).

== |nterest expense and similar charges, which amounted to
€54.9 milion (2017: €48.8 million), arose mainly from the
external financing of the KION Group via the promissory
notes and loan agreements as well as, to a smaller extent,
from interest charged on intercompany liabilities and the
unwinding of the discount on pension provisions.

== Other interest and similar income in the amount of €61.6 mil-
lion (2017: €28.6 million) for the most part consisted of interest
income on intercompany receivables. This rise is attributable
to KION GROUP AG having taken over the management of
the cash pool in 2017, resulting in a gradual increase in
intercompany receivables.

KION GROUP AG incurred tax expenses of €55.5 million as a
result of its role as the parent company of the tax group in 2018
(2017: €79.4 million). This included a positive tax effect stemming
largely from the offsetting of losses of corporations in an amount
of €29.4 million in connection with an amendment to tax law
(section 8c of the German Corporation Tax Act (KStG)).

A total net profit of €236.3 million was generated in the year
under review (2017: €335.5 million). > TABLE 022
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Financial performance TABLE 022
in € million 2018 2017 Change
Revenue 30.5 24.3 25.4%
Other operating income 33.5 224 49.6%
Material expenses -0.7 -0.5 -40.5%
Personnel expenses -37.5 -42.4 11.6%
Other operating expenses -80.2 -68.3 -17.4%
Depreciation expense -0.4 -0.2 -84.3%
Operating loss -54.9 -64.8 15.3%
Net financial income 346.7 479.7 -27.7%
Income taxes -556.5 -79.4 30.1%
Net income 236.3 335.5 -29.6%
Net assets Provisions contracted by €10.0 million to €85.4 million; this

At the end of 2018, the total assets of KION GROUP AG had
reduced, albeit insignificantly, by approximately 0.9 per cent year
on year to €7,574.5 million.

The financial assets largely comprise the carrying amounts of
the equity investments in Dematic Holdings GmbH (formerly DH
Services Luxembourg Holding S.ar.l.) (€2,862.2 million) and Linde
Material Handling GmbH (€1,368.4 million).

The receivables mainly consist of loans and cash pool receiv-
ables due from other Group companies and the Company’s
entitlement to the transfer of profits from Linde Material Handling
GmbH of €343.4 million (2017: €500.6 million). There are
long-term loans to Group companies of €216.0 million.

After taking into account the dividend payment of €116.8 mil-
lion and the €0.9 million increase in the volume of treasury shares,
the net profit of €236.3 million meant that equity rose to
€3,811.6 million (31 December 2017: €3,692.9 million). Further
disclosures on treasury shares can be found in the notes to the
financial statements of KION GROUP AG. The equity ratio was
50.3 per cent as at the reporting date (31 December 2017:
48.3 per cent).
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was mainly attributable to the reversal of the provisions for
share-based remuneration and to the recognition of tax assets
following the retrospective abolition of German tax rules on the
lapse of some losses following a harmful share acquisition. There
was a countervailing effect from the increase in pension pro-
visions. Pension provisions include provisions of €5.5 million
(81 December 2017: €3.9 million) for former members of the
Executive Board. KION GROUP AG recognised tax provisions of
€22.0 million (31 December 2017: €27.6 million) including those in
connection with its role as the parent company of the tax group.

Liabilities mainly consist of liabilities to banks of €1,978.7 mil-
lion (31 December 2017: €2,214.8 million) as well as loan liabilities
and cash pool liabilities to other Group companies. The liabilities
to banks comprise the financing via the promissory notes, the
bridge loan (AFA) and the syndicated loan agreement (SFA).
> TABLE 023
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Net assets TABLE 023
in € million 2018 2017 Change
Assets

Property, plant and equipment 3.3 2.9 15.1%
Financial assets 4,231.2 4,231.2 -
Receivables and other assets 3,321.6 3,389.3 -2.0%
Cash and cash equivalents 18.3 20.5 -10.7%
Total assets 7,574.5 7,643.9 -0.9%
Equity and liabilities

Equity 3,811.6 3,692.9 3.2%
Retirement benefit obligation 39.3 32.1 22.4%
Tax provisions 23.2 27.6 -15.8%
Other provisions 22.9 35.7 -35.9%
Liabilities 3,677.5 3,855.6 -4.6%
Total equity and liabilities 7,574.5 7,643.9 -0.9%

Financial position

By pursuing an appropriate financial management strategy, the
KION Group — through KION GROUP AG — makes sufficient cash
and cash equivalents available at all times to meet the Group
companies’ operational and strategic funding requirements.
KION GROUP AG is a publicly listed company and therefore
ensures that its financial management takes into account
the interests of shareholders and banks. For the sake of these
stakeholders, KION GROUP AG makes sure that it maintains an
appropriate ratio of internal funding to borrowing.

KION GROUP AG signed a syndicated loan agreement (SFA),
originally for €1.5 billion, with a syndicate of international banks on
28 October 2015. As at 31 December 2018, the SFA consisted
solely of a revolving credit facility of €1.2 billion. This has a variable
interest rate and, following the agreement in 2018 of an extension
to its term, it can be drawn down until February 2023. As at
31 December 2018, the amount drawn down was €101.8 million
(31 December 2017: €184.7 million). The drawdowns under the
revolving credit facility are classified as short term.
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On 4 July 2016, KION GROUP AG reached agreement on a
bridge loan to finance the acquisition of Dematic, originally in an
amount of €3.0 billion. As at 31 December 2018, it consisted
solely of a floating-rate loan in a nominal amount of €600.0 million
that is due to mature in October 2021. At the end of 2017, this loan
had a nominal amount of €1,000.0 million. It was partly repaid in
2018 using the funds from the issuance of a further promissory
note and using cash received from operating activities.

In 2018, a promissory note was issued in a nominal amount
of €200.0 million. It will mature in June 2025 and has both
floating-rate and fixed coupons. The resulting funds were used to
repay part of the floating-rate loan under the AFA. KION GROUP
AG has entered into an interest-rate derivative to hedge the risk of
a change in the fair value of the tranche with a fixed coupon.

The promissory note issued in 2017 in a nominal amount
totalling €1,010.0 million is divided into several tranches that
mature between 2022 and 2027 and have floating-rate or fixed
coupons. KION GROUP AG has entered into a number of
interest-rate derivatives in order to hedge the interest-rate risk
resulting from the floating-rate tranches.
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The SFA, AFA and promissory notes are not collateralised.
KION GROUP AG has issued guarantees to the banks for all of
the payment obligations under the SFA and AFA and it is the
borrower in respect of all the payment obligations resulting from
the promissory notes.

As at 31 December 2018, liabilities to banks amounted to
€1,978.7 million (31 December 2017: €2,214.8 million). After
deduction of cash and cash equivalents, net debt amounted to
€1,960.4 million (31 December 2017: €2,194.3 million).

Employees
The average number of employees at KION GROUP AG was 217

in 2018 (2017: 190). KION GROUP AG employed 230 people as
at 31 December 2018 (31 December 2017: 195).
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Concluding declaration on the report on rela-
tionships with affiliated entities (dependency

report), section 312 (3) sentence 3 AktG

With respect to the legal transactions and other measures
mentioned in the report on relationships with affiliated entities,
we hereby declare that in each case the Company received
appropriate consideration in accordance with the circumstances
of which we were aware at the time when the legal transactions
were concluded or the measures were taken or omitted and that
it did not suffer any disadvantages as a result of such measures
having been taken or omitted.

Frankfurt am Main, 20 February 2019

The Executive Board

Sk

Gordon Riske

A e Gl

Dr Eike B6hm Anke Groth
Ching Pong Quek Susanna Schneeberger
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NON-FINANCIAL PERFORMANCE
INDICATORS

The KION Group’s enterprise value is determined not only by
financial KPIs but also by non-financial factors. They are based on
the Company’s relations with its customers and employees, on its
technological position and on environmental considerations. The
KION Group can only achieve the targets that it has formulated for
itself in the KION 2027 strategy if it is an attractive and responsible
employer that can retain competent and committed employees at
all sites, if it develops products and solutions that are closely
tailored to customers’ needs and environmental requirements
now and in future, if it continually increases the customer benefits
provided by its products and services and if it designs production
processes in such a way that resources are conserved and
emissions are avoided as far as possible.

The KION Group firmly believes that these aspects are
important to its positioning as a pioneering company in a highly
competitive environment.

Employees
HR strategy

The KION Group’s success is founded on the capabilities and
commitment of its employees. The ultimate objective of the KION
Group’s HR strategy is to provide the best possible support for
the targeted implementation of the KION 2027 strategy. To this
end, the KION Group draws on a wide range of measures to
ensure that there is always a sufficient number of highly qualified,
hard-working employees at all levels of its operations. Attractive
working conditions and the opportunities for career progression
afforded by working for an international group of companies play
an important role in this and provide a solid basis for meeting the
manifold challenges presented by demographic change.
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The KION Group has maintained and continued to strengthen
the high value of its employer brands, particularly those of Linde
Material Handling, STILL and Dematic. In 2018, STILL was
recognised as a top employer for the seventh year in succession
by the Top Employers Institute, a certification organisation.

Our shared KION Group values

In 2017, we defined and introduced our shared corporate val-
ues as part of an international multi-stage process involving
employees from across all units, countries and hierarchy levels.
Eleven global workshops with a total of around 1,000 participants
were held on all continents, ensuring that the entire workforce
was represented. The values — integrity, collaboration, courage
and excellence — provide a common basis for our work together.

In order to further entrench the values in the Company, we
implemented a number of measures in 2017 and 2018. Among
other things, we ran team workshops to ensure that all employees
are aware of them, and provided regular updates on the intranet,
including features on employees who embody the values
particularly well.

Headcount

The average number of employees (full-time equivalents (FTEs),
including trainees and apprentices) in the KION Group was
32,524 in 2018 (2017: 31,064 FTEs).

As at 31 December 2018, the KION Group companies
employed 33,128 FTEs, 1,520 more than a year earlier. > TABLE 024

KION GROUP AG



COMBINED MANAGEMENT REPORT

Report on the economic position

Employees (full-time equivalents)* TABLE 024
Industrial Supply Chain Corporate
31/12/2018 Trucks & Services Solutions Services Total
Western Europe 17,641 2,210 796 20,647
Eastern Europe 2,642 131 0 2,773
Middle East and Africa 206 4 0 210
North America 232 2,745 0 2,977
Central and South America 486 739 0 1,225
Asia-Pacific 4,326 970 0 5,296
Total 25,533 6,799 796 33,128
31/12/2017
Western Europe 16,634 2,098 698 19,430
Eastern Europe 2,349 84 0 2,433
Middle East and Africa 237 11 0 248
North America 219 2,808 0 3,027
Central and South America 459 839 0 1,298
Asia-Pacific 4,192 980 0 5172
Total 24,090 6,820 698 31,608
* Number of employees (full-time equivalents) as at balance sheet date; allocation according to the contractual relationship
Personnel expenses amounted to €2,100.2 million. The main
reason for this increase of 5.6 per cent compared with 2017 was
the rise in average headcount for 2018 and changes to collective
bargaining agreements. > TABLE 025
Personnel expenses TABLE 025
in € million 2018 2017 Change
Wages and salaries 1,653.4 1,567.8 5.5%
Social security contributions 364.2 343.5 6.0%
Post-employment benefit costs and other benefits 82.6 78.5 5.3%
Total 2,100.2 1,989.7 5.6%

Annual Report 2018

KION GROUP AG



COMBINED MANAGEMENT REPORT

Report on the economic position

Diversity

The KION Group sees itself as a global manufacturer with
strong intercultural awareness: as at 31 December 2018, people
from around 90 different countries were employed across the
KION Group.

One of the ways in which the Company promotes interna-
tional collaboration between employees is the KION expat
programme, which gives employees the opportunity to transfer to
different countries where the KION Group is represented.

The KION Group is tackling the challenges of demographic
change in a variety of ways, for example by providing working
conditions that are suited to employees’ age-related requirements
and organising healthy-living programmes so that it can continue
to benefit from older employees’ experience. As at 31 Decem-
ber 2018, 26.6 per cent of employees were over the age of 50
(81 December 2017: 27.0 per cent).

Compared with the previous year, the proportion of the
KION Group’s total workforce made up of women was virtually
unchanged in 2018, at 16.2 per cent (2017: 16.0 per cent). To help
increase the proportion of management positions occupied
by women, the Executive Board set targets that are published in
the corporate governance report. Going forward, the KION Group
intends to fill more management positions internationally in
order to better fulfil the continually growing requirements placed
on the Company.

The KION Group offers flexible working-time models that pro-
mote a good work-life balance.

In addition, various initiatives were launched in 2018 aimed at
increasing diversity in the Company. For our female managers, for
example, we launched the Female Mentoring Programme.

Development of specialist workers and executives

The longer-term HR strategy focuses on an even better and
more targeted development for employees with high potential.

In addition to the development activities geared specifically
to high-potential employees, greater priority will be given to
succession planning for key positions in the KION Group in future.
To this end, we introduced a performance management process
for succession planning in 2017/2018 that applies globally.
Finding highly qualified people to fill specialist and executive
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positions is critically important to the KION Group. As a result,
one of the focuses of HR work across the Group in 2018 was, as
in the previous years, the recruitment and development of
suitable young talent.

The KION Group endeavours to offer its employees interesting
career opportunities and flexible, family-friendly working-time
models. The Group companies also collaborate closely on areas
such as talent management and training & development pro-
grammes. This helps to systematically identify and support
staff with potential, high performers and experts in key functions.
The STILL, Linde Material Handling and Dematic academies
offer subject-specific and interdisciplinary training courses that
develop employees’ skills, particularly in sales and service.

Training and professional development

The companies in the KION Group currently offer training for
22 professions in Germany. Besides providing dual vocational
training schemes, KION Group companies offer work placements
for students combining vocational training with a degree course
in cooperation with various universities.

The total number of trainees and apprentices was 601 as at
31 December 2018 (31 December 2017: 579).

Sharing in the Company’s success

The KION Group launched the KION Employee Equity Programme
(KEEP) in 2014, Initially limited to Germany, the programme was
then rolled out to more countries. Around 1,450 employees
participated in this share matching programme in 2018, roughly
6 per cent of the total number who are eligible to do so.

The programme was extended to the USA in 2018.

Since 2014, the remuneration of the approximately 460 top
executives has included a remuneration component running
over several years that is based on the long-term success of the
Company and is granted annually.
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Employee commitment

The KION Group’s products and services destined for its cus-
tomers are produced by committed employees. That is why all KION
companies aim to ensure a high level of employee commitment.

Based on the manager survey conducted in 2015 and the
action plan derived from it, a package of measures was defined
and implemented in 2016 as part of the new ‘Lift up’ transforma-
tion initiative, in particular to ensure the new organisational
structure is firmly embedded and to communicate the KION
Group’s strategy more widely.

A new manager survey was carried out in 2017 which
revealed that the action plan derived from the earlier survey had
been successfully implemented and we were therefore able to
improve on the results of the 2015 survey.

We continued to work on the action plan in team workshops
over the course of 2018. Another survey is planned for 2019.

Health and safety in the workplace

As an employer, the KION Group is responsible for the health
and safety of its employees. The focus is always on avoiding all
accidents and work-related iliness wherever possible, as well as
on maintaining each employee’s work capacity in the long term.
In 2017, the KION Group updated its corporate policy setting out
its obligations in respect of health, safety and the environment
(HSE). These include taking comprehensive precautions to create
a safe working environment and ensuring employees know how
to avoid risks and accidents.

HSE activities centre on an internal audit programme, which
covers all of the KION Group’s production facilities as well as
sales and service. It systematically documents HSE measures
and processes and provides specific ideas for how they can be
developed further. In 2018, nine central HSE audits were carried
out within the KION Group, including at the new plant in the
Czech Republic and at other Dematic sites. Furthermore,
comprehensive minimum HSE standards were implemented that
are binding for all plants and the sales and service organisation.
Every employee can access them via the intranet. To ensure rapid
implementation, the main focus is on the 20 standards that are
particularly relevant.
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The KION Safety Championship provides additional motivation
for employees to continually engage with HSE matters. Based on
regular reporting from the individual units and a set of four defined
evaluation criteria, a panel of judges awards prizes to those units
that have shown special dedication or have suggested the most
improvements in an area of HSE.

HSE managers at the KION Group’s production facilities
and in its sales and service units have the opportunity to meet
and talk with one another at annual conferences.

Numerous activities aimed at improving health, such as
fitness programmes and advice on nutrition and healthcare — also
have a positive effect on health and safety in the Group. The vast
majority of employees have access to voluntary health-related
activities at their site.

At 2.8 per cent on average, the illness rate for 2018 remained
at a satisfactory level (2017: 2.8 per cent). The illness rate is
the figure for illness-related or accident-related absences from
the workplace. The targets relating to HSE were examined in
2018 as part of a regular review. Further information, along
with details of the other HSE key performance indicators and
of the measures initiated and implemented in 2018, will be
included in the KION Group’s separate sustainability report,
which will be published in April 2019 on the following website:
https://reports.kiongroup.com/2018/sr.
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Research and development
Strategic focus of research and development

Under the KION 2027 strategy, research and development is
set up so as to provide the best possible support for the
KION Group’s objective of becoming the world’s leading supplier
of integrated, automated supply chain solutions and mobile
automation solutions. The innovativeness of the portfolio is being
significantly increased by concentrating heavily on automation
and robotics solutions that are based on an overarching software
platform. In 2018, the KION Group forged ahead with incor-
porating autonomous trucks and automated guided vehicle
systems into end-to-end solutions for warehouses, among other
things. Another area of focus was the ongoing development of
the warehouse management system. Moreover, the KION Group
has driven forward the integration of research and development
into a groupwide digitalisation strategy. The Digital Campus, for
example, is helping to significantly accelerate projects to digitalise
the existing core business and ensure that they are fully aligned
with the requirements of the Operating Units and their customers.

At the same time, R&D will continue to be structured
cost-effectively, including through the use of agile processes.
This will further reduce the complexity and diversity of products
and shorten development times for new products. R&D essentially
works on a cross-brand and cross-region basis, which ensures
that research findings and technological know-how are shared
across the Group. Building on this, local product development
teams working for the individual brand companies and regions

develop customer-specific solutions. As a result, a consortium
led by the Fraunhofer Institute for Production Technology IPT
and RWTH Aachen ranked the KION Group among the top five
‘successful practice’ companies in a benchmark study on agile
invention. A total of 159 German and European companies took
part in the benchmark study.

Key R&D figures

Total spending on research and development came to €221.7 mil-
lion in 2018 (2017: €212.4 million), which equates to 2.8 per cent
of revenue (2017: 2.8 per cent). Total R&D expenditure included
€84.0 million in capitalised development costs (2017: €75.4 mil-
lion). Alongside this addition to capitalised development costs,
there were amortisation and impairment charges of €76.6 million
(2017: €69.0 million) (see note [16] in the notes to the consolidated
financial statements). A total of €137.7 million (2017: €137.0 million)
was expensed.

The number of full-time jobs in R&D teams remained more or
less constant compared to 31 December 2017. > TABLE 026

The KION Group takes comprehensive measures to protect the
products it develops against imitations and pursues a dedicated
patent strategy. In 2018, the KION companies applied for a total
of 105 new patents (2017: 101). As at 31 December 2018, the
companies of the KION Group held a total of 2,923 patent
applications and issued patents (31 December 2017: 2,808 patent
applications and issued patents).

Research and development (R&D) TABLE 026
in € million 2018 2017 Change
Research and development costs (P&L) 137.7 137.0 0.5%
Capitalised development costs 84.0 75.4 11.5%
Total R&D spending 221.7 2124 4.4%
R&D spending as percentage of revenue 2.8% 2.8% -
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Focus of R&D in 2018

Energy

Since 2018, lithium-ion technology has been available for virtually
every intralogistics and warehouse management application. The
advantages of energy-saving electric drives include faster charg-
ing times, lower operating costs, higher safety standards and the
ability to store considerably more energy. Linde extended the
availability of lithium-ion batteries to the six to eight tonne load
capacity range, closing the final gap in the electric forklift truck
segment in the process. A new rental concept is also encourag-
ing the use of energy-saving drive technology. The benefits for
customers are flexibility and financial security over the entire
usage period.

A new battery concept was introduced for the new RX 20
electric forklift truck from STILL in 2018. The truck was a winner
at this year’s International Intralogistics and Forklift Truck of the
Year (IFOY) awards, where it triumphed in the Counter Balanced
Truck category thanks to its compactness, ergonomics, perfor-
mance, precision and innovative assistance systems.

Through its strategic partnership with EP Equipment, the
KION Group is expanding its portfolio for the electrification of
intralogistics to include entry-level warehouse technology.

Digitalisation

Software-based supply chain solutions that use robotics applica-
tions are at the heart of digitalisation. The Dematic iQ software,
which enables real-time management of material flow solutions,
was expanded with the cloud-based asset performance man-
agement system Dematic iQ InSights. This new module increases
warehouse efficiency through end-to-end facilities management.
Using real-time data, Dematic iQ InSights helps to optimise
capacity utilisation, reduce lead times and increase operational
performance.

Supported by the Digital Campus, Linde and STILL have also
extended their digital offerings, in particular for data-based fleet
management. Linde’s ‘connect’ fleet management solution is
now available for all industrial trucks — including those built by
other companies — and therefore provides a comprehensive
system for capturing and evaluating data that is also suitable for
mixed fleets. Two new assistance systems have also been added
to ‘connect’. Linde Safety Guard is a new assistance system that
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uses acoustic and visual signals as well as vibrations to alert
pedestrians and drivers in good time if they are approaching one
another within warning zones that can be individually configured.
Zone Intelligence uses sensors to identify and avoid situations
that may cause an accident and therefore costs. The new
assistance systems use ultra-wideband technology to enable
communication between the truck’s sensors, static sensors
and sensors worn on the person. The highly responsive Active
Stability Control (ASC) assistance system from Linde and the
Active Floor Compensation (AFC) safety and assistance system
from STILL make it possible to drive faster yet more safely in
high-rack warehouses, even where the floor is uneven. Further-
more, the innovative Truck Mapping app improves communication
between the fleet manager and drivers, thereby enabling orders
to be managed even more efficiently.

Another new solution is the STILL neXXt fleet online portal,
via which numerous processes involving inhouse material and
data flows can be managed digitally — including from mobile
devices — in order to optimise industrial truck fleets. The user
is given a clear overview of all relevant fleet data and KPIs via a
single application that can be accessed online from any device.

Automation

Dematic’s robotics centre of excellence, established in 2018,
brought the first robotic piece picking module to market that is
capable of independently selecting individual items and placing
them in the right container at very high throughput rates. The
module has already proven itself in the field, and now all stages of
the order fulfilment process can be fully automated. Further
developments include a very narrow aisle AGV and robotics
solutions for use in cold stores.

Dematic also presented the second generation of its pouch
sorting system, which is particularly suitable for the handling of
returns and for picking, e.g. in e-commerce. Hanging and flat
goods as well as flat-packed items and boxes can be stored,
sorted and staged. An improved goods-to-person picking
solution was also launched. Combining the advantages of the
Dematic Multishuttle with patented inter-aisle transfer technology,
the solution enables more intelligent, faster and ergonomic order
processing for high volumes of goods.

The Industrial Trucks & Services and Supply Chain Solutions
segments particularly focused on product development aimed at
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improving the automation and connectivity of warehouse
and logistics solutions. Linde entered the automated guided
cart (AGC) segment with the new Linde C-MATIC, which
autonomously manoeuvres through the warehouse and plays a
key part in standardising production logistics processes. Another
addition to the robotics portfolio was the R-MATIC autonomous
reach truck, which operates fully automatically to store and
retrieve palletised goods weighing up to 1.6 tonnes on high-bay
racks. New rider trucks in the 1.2 to 2.5 tonne load capacity range
ensure even more comfortable and productive goods transport
and link to the ‘connect’ modular data system. For light transport
tasks, Linde also launched three new pallet stackers and a hand
pallet truck on the market.

Customers

The KION Group’s industrial trucks and supply chain solutions
are deployed in all kinds of industries.

The Industrial Trucks & Services segment has a very broadly
diversified customer base, ranging from large key accounts with
global operations to small and medium-sized enterprises that
typically order just a few trucks each year.

The Supply Chain Solutions segment benefits from
long-standing customer relationships with major players in the
e-commerce and logistics sectors. They influence the success of
the segment’s new business and service business. Specific
product solutions and customer retention formats help Dematic
to further consolidate its position in major customer sectors,
including general merchandise, grocery wholesale and retail,
fashion, food and beverages, and parcel and courier services.
The KION Group already ranks among the global market leaders
in most of these sectors and enjoys excellent relationships with its
customers. It has been able to extend these relationships through
joint development projects and other initiatives.

The KION brand companies again exhibited at the sector’s
leading trade fairs in various regions in 2018 in order to intensify
their collaboration with customers and partners.

Annual Report 2018

At the World of Material Handling event in June, Linde and
its partners — including Dematic for the first time — presented
solutions for efficient, affordable and safe intralogistics to more
than 5,000 visitors. The topics in the spotlight were loading and
unloading, goods handling in high-rack warehouses and fully
and semi-automated solutions for picking and transport
between individual production steps. There was a particular
focus on specific sectors, for example through special formats
for grocery wholesale and retail, transport logistics and the
construction industry.

STILL presented mainly compact trucks at the 2018 Logistics
& Distribution fair in Brussels, where the new RX 20 electric forklift
truck won the Best of Handling award. STILL also showcased its
platform concept for digitalised intralogistics of the future at
the Zukunftskongress Logistik trade show in Dortmund. Among
the products unveiled at CeMAT 2018 were innovative fleet
management solutions from STILL. Baoli participated in various
trade fairs, including an event in Dubai.

At LogiMAT in Stuttgart, Dematic presented industry-specific
automation solutions and hosted a Logistics Supply Chain Day at
its site in Heusenstamm. Dematic also launched European Cus-
tomer Days 2018, a series of events for customers from the textile
and fashion wholesale/retail industries that was supported through
participation in the Fashion Supply Chain Summit. The autumn
saw the launch of European Service Days, a platform where
service teams from across Europe can find out more about
preventative measures for automation solutions. At MODEX 2018
in Atlanta, Dematic showcased its comprehensive range of prod-
ucts and solutions, while at EXCHAINGE it presented sector-
specific automation solutions and highlighted the digital trans-
formation’s potential benefits for the supply chain. Dematic also
supported the Material Handling & Logistics Conference in
Utah, where customers and industry experts engaged in dia-
logue in a wide range of workshops and lectures on new trends
and applications.
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Sustainability

Acting sustainably and responsibly is one of the key principles
by which the KION Group operates. The Group’s focus on
sustainability is reflected in its safe and clean products, in its
environmentally friendly manufacturing processes and in the
safe and non-discriminatory working environment it provides.
The KION Group and its Operating Units strive for a balance
between environmental, economic and social considerations in
their activities. This is the basis upon which sustainability is
enshrined in the KION 2027 strategy. The KION Group’s values
also have a clear link to sustainability.

In 2018, the KION Group took part in CDP’s climate change
survey for the first time. Once a year, the Company will voluntarily
provide information regarding its climate protection activities to
CDP. The KION Group was also awarded a sector-specific ‘prime
status’ in a ranking by ISS-oekom, which specialises in identifying
sustainability-related investment opportunities and risks. The
objective is to be categorised as a sustainable investment for
environmentally conscious investors.

As well as comprehensive information on strategy, the man-
agement approach and structures for sustainability, the groupwide
2018 sustainability report which will be published in April of
2019, contains data on relevant key performance indicators
(see https://reports.kiongroup.com/2018/sr). It also contains the
KION Group’s non-financial declaration as required under German
law. For this reason, the KION Group has not provided detailed
information in the 2018 combined management report.
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