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* June 2002, Invested Capital as of Dec 31,2001
** Classification based on 1998 - 2001 performance.  Acquisition and divestitures included in sales growth figures
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* Value of current performance based on average (ROICt, ROICt+1) and current WACC with implied market risk premium
Source: McKinsey
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Drivers of valuation in specialty chemicals 1998 - 2001
Market-to-book 2002*

*   June 2002 (based on invested capital 2001)
** Classification based on 1998 - 2001 performance.  Acquisitions and divestitures included in sales growth figures
Source: McKinsey
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A financial control framework...

Reporting
� Fast monthly close
� Day 2 monthly sales report
� Electronic inter-company invoicing
� Inter-company balances and netting nearly group wide

Planning
� Monthly bottom-up sales and EBIT forecast
� 3 years capital expenditure plan by project
� 5 years business model at business unit level
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...Leveraging our unified business software

� WINS: pre customized kernel based on SAP R/3
� Rolled out since 1998, now covers 75% of sales

Scope
� Production, supply chain, accounting & costing
� Reporting, treasury, safety & environmental
� Human resources, strategic management

� In house Core Competence Centers
� Harmonized master data management
� Implementation process

Value creation in specialty
chemicals
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Extraction

Transformation

Business warehouse

BW System

Presentation

WINS R/3 NonWINS/File Other sources

Persistent Staging Area

Transfer- & Update Rules
InfoCubes
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Tracking value drivers

Existing
� Organic sales growth, currency adjusted
� Price change

2003 & later
� Capacity utilization
� Innovation rate
� Total cost of service
� Total capital bound

Value creation in specialty
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Sales drivers analysis
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Product innovation analysis
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Measuring economic profit

� Corporate costs < 1% of sales

� Divisions influence > 90% of their G&A costs

� Divisional assets > 90% of group assets

� Consolidated country operating profit

� Risk-adjusted cost of capital for high risk countries
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Economic profit is tracked at BU level

Share of total sales
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Clariant main financial targets

� Organic sales growth (currency adjusted) above traditional markets

� Reduce net debt to < 2.5x EBITDA

� Achieve and sustain positive economic profit

Value creation in specialty
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Other financial targets

� Cost base reduction of CHF 250 million by 2003
� Retention of cost savings > 50%
� Net working capital* < 30% of sales
� Capital expenditure 4 - 5% of sales
� R&D cost 4% of sales
� Recurring tax rate < 30%

* Inventories and accounts receivables (incl. asset-backed securities) less accounts payable

Value creation in specialty
chemicals
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ValueGrowth Focused
diversification

Efficiency

Basis for success: Motivated and educated people

Growth

Efficiency

Focused diversification

Value

Strong market positions

Innovation

Customer Focus

Cost Reduction

Process optimization

Asset utilization

Portfolio management

Resource allocation and
selective growth

Technology

Sum-up
Creating value for our shareholders and customers
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Cellulose Ethers/
Emulsion Powders

Pharma

Electronic
Materials

Process
Chemicals

Performance
Chemicals

Detergents

Asia Pacific

Paper

Textile
Chemicals

Textile Dyes

Specialty
Fine ChemicalsBiocidesLeather

NAFTA

Europe

Latin America

Textile,
Leather & Paper 
Chemicals

F. Dennefeld

Pigments & 
Additives

G. Hencken

Masterbatches

N. Gontha

Functional
Chemicals

R. Meyer

Life Science &
Electronic
Chemicals

J. Mahler

Custom 
Synthesis

BU Coating
Industries

BU Plastic Industries

BU Printing
Industries

BU Specialized
Industries

Business structure as of January 1, 2003
Backup
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Creating value

ValueGrowth Focused
diversification

Efficiency

Growth

Efficiency

Focused diversification

Value
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Growth
� How did we manage to grow in a difficult environment?
� How will we continue to manage our growth?

GrowthStrong market
positions

     Customer
           focus

Innovation

Growth

Efficiency

Focused diversification

Value

Strong market positions

Innovation

Customer Focus

Backup
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Specialty
Fine Chemicals

Strong market positions

Business
Units

Number one market position

Amongst Top 3

Fine
chemicals

SpecialtiesSemi-specialtiesCategories

Detergents

Ink Pigments

Textile Dyes

Performance
Chemicals

Process
ChemicalsPaper

MasterbatchesTextile
Chemicals

Pigments

Additives Biocides

Cell. EthersLeather

BU Pharma

Electronic
Materials

Custom
Synthesis

Amongst Top 5

Specialty
Fine Chemicals

Growth

Efficiency

Focused diversification

Value

Strong market positions

Innovation

Customer Focus
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Committed to R&D as motor for innovation-based sustainable growth

Innovation

� R&D efforts are customer-driven
� Help the customers to differentiate

their products
� Add magic to the chemistry

– formulations - services - solutions
� Shift towards specialties
� Shorten time to market

� R&D expenditures  4%

of sales

� Target 30% of sales

with products younger

than 5 years

� 200 inventions and

3000 patent

applications per year

Growth

Efficiency

Focused diversification

Value

Strong market positions

Innovation

Customer Focus

Backup
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Customer focus

� Tailor-made solutions for customers
� One-stop-shopping if wanted
� Global presence - serving customers locally

– following the markets
� Supply chain management

– optimizing range of products
– optimizing level of inventories

Growth

Efficiency

Focused diversification

Value

Strong market positions

Innovation

Customer Focus

Backup
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Efficiency

EfficiencyCost reduction Asset utilization

Process
optimization

Growth

Efficiency

Focused diversification

Value

Backup
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Cost reduction

� More than 75% of all projects completed
(Restructuring program 2001) 

� US: significant capacity adaption in textile dyes                   �

� France: Lillebonne site closed and transferred to Lamotte         �

� Italy: Turin site closed and transferred to Milan-Palazzolo site   �

� Germany:                                                                                    �

– Efficiency program
– Project Cassella-Offenbach

� LSE: closure/ sale of 5 sites will be completed year-end

Growth

Efficiency

Focused diversification

Value

Cost Reduction

Process optimization

Asset utilization

Backup
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Cost reduction

2001 2002 2003

Cost base reduction
cumulated, in CHF millions

60

150

250Growth

Efficiency

Focused diversification

Value

Cost Reduction

Process optimization

Asset utilization

Backup
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Process optimization and asset utilization

� Supply chain management
– Optimizing range of products
– Optimizing inventory levels

� Standardizing processes
� Optimizing global production network

Using Clariant’s unique business software “WINS”

Growth

Efficiency

Focused diversification

Value

Cost Reduction

Process optimization

Asset utilization

Backup
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Focused diversification

Focused
diversification

Portfolio 
management Technology

Resource
allocation

+
Selective
growth

Growth

Efficiency

Focused diversification

Value

Backup
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Average growth
per year
2000 - 2005, in %,
Source: Kline & Co
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Portfolio management: Market potential

Growth

Efficiency

Focused diversification

Value

Portfolio management

Resource allocation and
selective growth

Technology

Backup
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Portfolio management
Divestiture of non-core businesses

�  2001: Sale of Cassella-
    Offenbach to Allessa Chemie

�  2001: Sale of PVA / PVB
    business unit to Kuraray

�  2001: Sale of 50% stake in
     Harlow Chemicals joint venture
     to Yule Catto

�  2002: Sale of European
    emulsions and emulsion powders
    businesses to Celanese AG

�  Concentrate on sustainable
     growth areas

�  Reduce raw material
     dependency

�  Reduce high volume
     dependent products

�  Focus on high value added
     businesses

�  Reduce share of
     cyclical business

Actions:Active portfolio management:Growth

Efficiency

Focused diversification

Value

Portfolio management

Resource allocation and
selective growth

Technology

Backup
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Resource allocation and
Selective growth

Fine
chemicalsSpecialtiesSemi-specialties

Product
categories

NeedsBalanced to surplusSurplusCash flow
generation

Innovation-driven
growth

Innovation-
driven growth

Selective
growth onlyConcept

Reinforced internal
growth and add-on
acquisitions

Internal growth and
operational
complimentary /
add-on acquisitions

Internal growth
Growth
emphasis

� R&D expenditures:  4% of sales  (1-10% dependent on innovation potential)
� Capital expenditures:  4-5% of sales  (short-term below that level)

Growth

Efficiency

Focused diversification

Value

Portfolio management

Resource allocation and
selective growth

Technology

Backup
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Technology
Network of interdivisional technology teams

TLP PA MB FUN LSE

Piloting/ technologies

Color services

Information
services

Dyestuffs Pigments Plastic
coloration

External: patents, chemistry          Internal: data management 

Metal
organics

Azo
chemistry

Process
technologyMixing

� Focussed on technologies and competences that are for more than one DivisionFocused on technologies and competencies that are for core for more than one division

Growth

Efficiency

Focused diversification

Value

Portfolio management

Resource allocation and
selective growth

Technology

Backup
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