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Woltord Group Key Data

Earnings Data 05 -10/17 05 -10/16 Chg. in % 2016/17
Revenues in € mill. 70.15 67.62 +4 154.28
EBIT* in € mill. -6.18 -7.86 +21 -15.72
Earnings before tax* in € mill. -7.36 -8.25 +11 -16.57
Earnings after tax* in € mill. -6.62 -8.07 +18 -17.88
Capital expenditure in € mill. 0.78 4.89 -84 6.72
Free cash flow* in € mill. -7.88 -19.09 +59 9.45
Employees (on average) FTE 1476 1558 -5 1544
Balance Sheet Data 31.10.2017 31.10.2016 Chg. in % 30.04.2017
Equity* in € mill. 38.23 54.79 -30 44.88
Net debt in € mill. 39.15 40.47 -3 31.27
Working capital in € mill. 48.65 56.61 -14 4573
Balance sheet total* in € mill. 130.68 151.36 -14 138.39
Equity ratio* in % 29 36 - 32
Gearing* in % 102 74 - 70
Stock Exchange Data 05-10/17 05-10/16 Chg. in % 2016/17
Earnings per share* in € -1.35 -1.64 +18 -3.64
Share price high in € 21.45 26.01 -18 26.01
Share price low in € 15.92 22.67 -30 19.10
Share price at end of period in € 15.92 22.85 -30 19.28
Shares outstanding (weighted) in 1,000 4,912 4,912 - 4912
Market capitalization (ultimo) in € mill. 79.60 114.25 -30 96.38

*) Figures as of October 31, 2016 retrospectively adjusted due to corrections made in connection with OePR audit review

REVENUES BY MARKET REVENUES BY DISTRIBUTION REVENUES BY PRODUCT GROUP
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1 North America 19% 1 Boutiques 47%

o 1L 47%
2 Germany 15% 2 Concession-Shop-in-shops 7% egwear
3 Austria 11% 3 Online Business 9% 2 Ready-to-wear 31%
4 France 9% 4 Factory Outlets 9% 3 Lingerie 17%
5 Rest of Europe 41% 5 Department Stores 12% 4 Swimwear 2%
6 Asia/Oceania 5% 6 Multi-brand Retailers 15%

5 Accessories 2%
7 Private Label 1%

6 Trading goods 1%
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Letter from the Board

Axel Dreher and Brigitte Kurz, Management Board of Wolford AG

Dear shareholders,
Ladies and Gentlemen,

The most recent indicators clearly show that the revenue generated by Wolford stabilized in the first
half of the year across our various distribution channels. Moreover, the restructuring measures are
having a positive impact even if we are still reporting losses as expected. We succeeded in signifi-
cantly reducing fixed costs, above all personnel expenses. As previously announced, Wolford recently
cut jobs, especially administrafive positions. On balance, personnel expenses fell by more than € 3.5
million in the first half-year, which will prove to be a sustainable cost reduction. On a Group level,
Wolford’s work force consists of 82 employees less than at the end of the previous financial year.

We managed to considerably reduce the increased inventories from the past financial year by a
total of € 7.5 million, and bring them back to a more normal level. Special sell-offs only played a
minor role. Instead, we gradually reduced inventories with the help of adjusted production planning,
which also positively affected material costs. Other measures also had a sustainable costsaving
effect, for example the reorganization of our business in China. A new wholesale partner took over
two loss-making Wolford boutiques in Shanghai in September. This involves a very experienced
partner specializing in the luxury segment which plans to expand Wolford’s local presence on a step
by step basis.

Only half of bridge loan used and already repaid

The generated savings are naturally in contrast to additional non-recurring expenses related to the
restructuring and refinancing. However, the stabilized revenue, sustainable savings and positive
operating earnings (EBIT) of just over € 1 million in the second quarter show that we are on the right
path. Against this backdrop, Wolford only had to use half of the bridge loan of € 10 million granted
by the banks in July 2017 to secure our peak seasonal liquidity requirements. In the meantime, we
already completely paid back the amount of € 5 million in the past two months due to the positive
development of the operative performance.



Foundations for renewed growth

Despite all the essential restructuring measures, our company should not neglect to pay attention to
the foundations of future growth. This particularly applies to expanding our online business. Product
availability is once again secured following the wellknown problems we faced in the previous year.
We strengthened our technical base and hired three new online specialists who are mainly active in
the frontend segment with close customer proximity. We also restructured the marketing budget to
enhance the performance of our online business, and are focusing on systematically linking online
and offline advertising campaigns. The results speak for themselves. Our online revenue climbed
33% in the first half-year. Also the Wolford's own retail showed an substantial like-for-like increase of
4.1%.

Last but not least, our company filled the vacant positions of chief designer and director brand and
marketing. This sets the conditions to the redirection and positive development of the brand and the

company.

Dear shareholders, it is generally known that our primary objective is to return Wolford to profitability
through our own efforts and on the basis of the current revenue level. We are making unmistakable
progress, even if we still have a lot of work ahead of us and further restructuring measures will have
to be implemented. This development also confirms our expectation that Wolford will succeed in
sustainably generating a profit again starting in the new 2018/19 financial year.

This goal will continue fo be the primary focus of our activities. At the same time, we are taking part
in talks with prospective investors on acquiring a majority stake in Wolford AG currently held by
family foundations. A decision on this will be made over the next 6-8 weeks, which we will naturally

inform you about in due time.

We would like to thank you for the confidence you have placed in us, and hope that you will
continue to accompany us on our path.

Frpte Lovp-

Axel Dreher, CEO Brigitte Kurz, CFO
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Revenue increase in all
distribution channels

Higher revenue in all core
markets

EBIT above the prior year

Management Report

EARNINGS (MAY TO OCTOBER 2017)

The Wolford Group generated revenue of € 70.14 million in the first half of the current 2017/18
financial year, comprising a rise of 3.7% from the prior-year level of € 67.62 million. Second-quarter
revenue increased by 3.0% to € 41.06 million. The revenue increase over the entire first halfyear
equaled 4.7% when adjusted to take account of currency effects {especially the decrease in value of
the British pound and the US dollar).

Both Wolford's own retail business as well as its wholesale business reported a rise in revenue.
Wolford-owned retail stores showed a increase of 1.9% or € 0.72 million, whereas the wholesale
segment expanded slightly by 1.2% or € 0.29 million compared to the prior-year level. Revenue of
Wolford’s own online business was up significantly by 32.6% year-on-year or € 1.62 million as a
result of improved product availability and successful markefing campaigns.

For the most part, revenue development in the regions was encouraging in the first half of 2017/18
financial year. Wolford succeeded in increasing revenue in the USA {+3.7%), Germany (+2.8%), ltaly
(+8.5%), Austria (+8.2%), Spain (+7.9%), Belgium (+5.6%), Switzerland (+5.4%) and Scandinavia
(+2.9%). Wolford's business in its Eastern European markets performed particularly well, recording a
36.6% rise in revenue, which is primarily due to the recovery of the Russian market. Wolford also
generated double-digit growth of 10.8% in the Netherlands, mainly with the help of a new wholesale
partner. In contrast, revenue fell in France (-2.0%) and Great Britain (-5.5%), above all within the

context of Brexit uncertainties, interest rate increases and the devaluation of the British pound.

Revenue of the individual product groups showed a very differentiated development in the first six
months. Lingerie and Readyto-wear revenue were up 7.7% and 7.6% respectively. In contrast,
revenue decreased in the Legwear (-2.3%), Accessories (-13.0%) and Trading Goods [-5.7%)
product groups. The decline in revenue generated by the Legwear product group is a temporary
consequence of the extensive sell-off of legwear in France at the end of the past financial year. The
decline in the Accessories product group was due to the streamlining of this segment's product
portfolio.

Inventories were substantially reduced in the first half-year with the help of an adjusted production
planning. Inventories were down € 7.53 million to € 47.72 million from the previous year, which
was characterized by sales planning mistakes. Against this backdrop, material costs were down €
3.66 million to € 10.56 million despite the revenue growth. The average number of employees (full-
time equivalents) in the first half of 2017/18 fell by 82 to 1,476 employees from the prior-year
average of 1,558. This development is affributable to the reduction of administrative positions in
European sales regions as well as the streamlining of administrative staff in Bregenz. The effective-
ness of these measures implemented as part of the restructuring program was also reflected in
personnel expenses, which showed a sustainable drop of € 3.66 million to € 34.47 million. By way
of confrast, legal and consulting costs in connection with restructuring and refinancing were up €
1.171 million to € 2.75 million.

Wolford is increasingly benefitting from declining personnel expenses. In the second quarter alone,
they were down € 2.28 million to € 17.03 million. As a consequence, second-quarter operating
earnings (EBIT) were positive at € 1.04 million. Even if the losses generated in the traditionally weak
first quarter could only be offset to a limited extent, operating earnings (EBIT) in the first six months of
the current financial year improved to € -6.18 million, compared to € -7.86 million in the previous

year.



The financial result of € -1.19 million was considerably below the prior-year figure of € -0.40
million, especially due to interest paid, deposit and regisiration fees related to the refinancing.
Earnings before tax in the first six months of 2017/18 were € -7.36 million, compared to € -8.25

million in the previous year. Earnings after tax calculated in accordance with IAS 34 equaled € -

6.62 million, up from € -8.07 million in the first half of 2016/17. Earnings per share amounted to €
-1.35, following € -1.64 in the previous year.

CASH FLOW (MAY TO OCTOBER 2017)

The net cash flow from operating activities (operating cash flow) in the first six months of the
current financial year rose by € 7.09 million to € -6.44 million. This development was mainly due
to the revenue increase and the successful reduction of inventories. The cash flow from investing
activities amounted to € -0.52 million in the reporting period, a substantial drop of € 4.35 million
below the prior-year figure. In the first six months, Wolford primarily invested in its boutique in
Boston, optimizing the merchandise management system and expanding its online sales platform.

Against this backdrop, the free cash flow (cash flow from operating activities less the cash flow
from investing activities) improved from € -19.09 million to € -7.88 million. The cash flow from
financing activities decreased significantly in comparison to the previous year, dropping by €
17.08 million to € 2.33 million. This decline can be mainly attributable to the positive earnings in

the second quarter and the correspondingly ||
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