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interim Report for the First _Three Quarters.

Weak economy, withdrawal of Llpobay@/ Baycol@

Saies and earnings down

m the third quarter

Int_emal financing capability irnproved, debt reduced

Sales from
Ciontinuing Dperations (€ mion

Operating Result from Contlnuing Operations

B Forspn solcs
20 Domestic sales .
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The world economy continued to slow in the third quarter, with
Japan and the Umited States in recession. In Germany the
REONOMY is stagnating. The expansion in the emerging Asian
economies and in Latin America has become Breatly subdugd.
On tap af this, the lerrorist attacks in the U.3. have diseouraged
gonsumer spending and led Yo 3 further drop in demand from
major customer indusiries. |
Bayer's sales from continuing operations deslined by 6 percent

in the third quarter to €6.9 billion-due o the weaknass of the
economy, In addition, the withdrawal of the cholesteroHowering
drug Lipnhay@j Bayea®cansed 2 £0.4 billion loss of ravenus |

- compared to budget. Sales for the first nine manths of 2001 rnse
3 percenl o €322.5 billion.

Change [n Sales
’ "3rd Duarter  First Thres Quarters
'Ftépnried ~9B% -0.1%
Continuing aparatians -59% +31%
Volumes —4% -3%
Prices . ‘—3% ! +2%
. Exghange rates -1% +1%
Partalie chanées +2% +3% J
:

The operating resull before exceplonal itarms (2l).in the third
Quarter from €711 million to €66 million, and in the first nine manths
from €2.7 billion to €1.6 billon. Major reasons for this. apart -
fram cyclica! factors, were the withdrawal of Lipobay®¥Bayco® the
predugtion shortfall far biulogi&al products and high axpenditures
1o reengineer our business processes. Distegarding these ane-time
effects, the operating resyit was down 45 plrcent in the third
guarter and 20 percent in the First three quarters due to the
general econnrmic slowdown. However, we scared ‘an imitial £0.8
billion improvement in warking capital performanca, boosting the
net operating cash flow fer the third fua nef by 30 percent year-
or-year.

! i
1 ‘

L

The somprany is in 2 phase of comprehensive restructuring in
terms both of corporate arganization and of business pracesses
and tha relsted cost situation. On top of the €322 million alregdy

-5pent in the Tirst ping months.- including €103 million in the third

quarter = for business process reengineer]ng; we-spenr €231
million - including €79 million in the third quarter - for struetural
enfiancements such as site consolidation.and improvements in

. operating efficiency. We expect thess cost-saving measures 10 be

eantributing £500 millfion 2 yearto eammgs by 2002 and€1.8
‘tullion a year by 2005,

Business trend by éegment

Our four buzsiness segments ~ Health ﬁare. Agricutture, Polymers
and Ghemicals - hed combined external sales of €21.9 billion in .
the first three quarters of 2007, achieving an operating result of
€1.8 billion before exceptianals and a gross cash flow of €2.5
billian. Palymers was the largest cuntrlbutar to zales, parnings
and cash flow, whils AgricuTture postr:d the h|ghes|: TeIurn on
sales.

Performance by Buziness Segment
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Health Care

1

Agriculture

- € milion Ara Quarter Firs! Three Quarter  Full Year
W T i 001 oo zom0

Siles _ . 2187 2518 7,086 7,265 10,028

Qperating result . '

before exeeptisnal

items 24 334 459 1060 1476

Return on sales

before exceptional K .

items . 11% 133% 6.6% 146% 147Y%

Grosscashflow  (20) 351 457 1,045 1,418

Firgt Three (uarsrs  rul Year

€ miflan - Il Chitwieer )
20m 2000 Far 2000 2000 ¢
Sales 797 722 2879 2815 3455

Operating result .
befare axgaptional . ) _
iterns ‘ 47 86 BDO . 573 558

Return on saleg
before exceptianal
flems 60% 119% 174% 204% 162%

Grosscash flow™ 116 ~ 149 534 519 557

© Buginess in the Health Cara segment declined by 14 pargent in
the third quarter tn €2.2 billion, and by 2 percent in the first e
months to €71 billion, Pharmaceuticals recorded s 25 percent
‘drap in sales in the third quarter and a 7 percent decline in the first
three quarters, mainly due ta the withdrawal of Lipraym/-anl:ol‘a
and the praduction shortfails for Kogenate® Mare intensive
marketing of Glprokay®/ Cipro® b}nught further significant salea
growth-for this anti-infective drug, In additipn, it has been in
partmularry high demand in regant weeks. on acacount of jis
indication for the treatment of anthrax; this will b reflected mainly’
- in fourth-quarter sales. Consumar Cara revenues agvanced by
2 percent in the third quarter ang.hy & pereent in the first three
" guarters. Growth was driven by markedly higher sales in North
America, whete the cold remedies Alke-S$eltzer F'Ius and Aleveé
Cold® posted large increases. Diagnosties achieved § perzent:
higher:sales in the third quaner and a 4 percent rise gver the

whole nine-month period. with-nuelsic acid diagnostics eontributing

signiflicantly to growth.

The Health Care segment's operaung profit fell In the third
quarter ta €24 million and in the fivst three guarters to €460
million, including the effects of the Linobay®/Baycol® product
withdrawal and the production problems for blaibgicals, which
together diminished earnings from lanuary through September
by €0.5 billion and third-quarter income alone by €0.3 biflion.
Before these adverse effects, the operating result for the first
ning months was down 11 percent while that fer the third quarter
almost matched'the same perind last year,

Pharmaceuticals has filed for approval of the new drug
vardenafil in the Llrurr_-d States and Mexico for the treatment of
erectila dys{unctmn Market lntrnductmn is expected in thase
- eounlrigs in the secand hall of 2002 and in Europe shortly Lhers-
after. The highly sutcessful research alliance with Millennfum
Pharmaceuricals of Cambridge, Massachusetts, iz being expanded
to include the identification of mnovative drugs to trzat throm-
bosig, Wrinary incontinence and benign prostatic hypertrcphy

The Health Care segrnent will be transferred to a legally

(ndependent corporate unit by the end of 2002 1o provide greater

* flexibility for necessary strategic partnerships.

Az g resﬂlt Df-prnduct Bcquisitions, sales in the Agricultura
sEEMent advanced by 9 percent in the third quarter ta €0.8 bllllon
&nd by 2 percent in the fitft nine months 10 £2.¢ blllmn The
world marker for agricultural praducts remains characterized by
low prices and Nerce competition. Crop Protection boosted
revenues in the third quarter by 14 percent, rmainly due to higher
gales of herbicides in the United States, insecticides in'India and

Brazil, and fungicides in Argenling, The § parcent growih in business .

in the nine-ronth pertad was due iargely to the actuisitians of
the FLINT® product line and the carn herbicide MIKADO®. |
Animal Health sales rage hy 1 percent in the third quarter, while
in the first three quarters as 2 whale busingss wag down 4 percent
to €0.7 billion. The: divestiture of the U.S, livestpck vaccines.
bu5|ness had a negative effect af 1 and 4 percentage paints,
respeciluely The parasiticide Advantage® zpain showed
encayraging grewth in the United Srates and Japan. ) :
The operating result of the Agﬁﬁulturn segmant fell to

€47 million in the third guarter and to €500 millian tor the firs

three quarters mainly due to tha smortizatian of intangible
essets acquired with FLINT® and MIKADO®. The grozs cash flow
amounted {o €0.1 biflian in the third quarter and showed a Elight
year-on=year increase in the first ning rnnn.ths, at €0.5 hillipn,
We hive reached agreement 16 acquire Aventis CropSelenge
[ACS), thereby greatly erlarging avr crap protection business,
Thie scquisitien price of €7,25 billion includes the assumption of
dabt. The legal transfar of awnership is panned for the first quarter
of 2002 subject to the aﬁpmval of the entitrust autharlies. ACS
and the aclivilies of the eurrent Crop Proteetion Business Group
will then be combined in a s&parate subsfdiary company named
Bayer CropScience and headquartered in Monheim, Germany

" Bavor Swekhaldars' Nowslerter pog1 3
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" Polymers

v

- Chemicals ’

37101

€ milion - ard Qugrier Frat Three Ouarrers  Pull Yoar € million Ire Chearar First Three Quanerg  Full 're_ar R
001 000 2000 200 2000 ' 20 000z 2000 2000

Sales 2650 2808 8,421 8,026 10843 Sales 1083 1056 3578 3,160 4.275

) Opera'ting result . ' o Dperating result

before axceptional | T \ .before s_rxceptlunal . ]

itens 81 253 513 B30 1,077 tems 27 104 320 352 442

Retura bn sales Return on sales .

hetore exceptional . c before exceptional y ' S

items 1% 90% 62% I06% 99% lems _25% BB% BOW% 11.1% 10.3%

Gross cash flow 234 1,162 1,556 -Gmss cash flaw 480 440 600

185 133

Our Polymars segrﬁent has bean particularly hard hit by the
weakness af the global ecanomy, with all rajor custamer indusiries

eutting back praduction and reducing inventarias. Busmess wag

down & percent in the third quar‘[er 1o €2,7 hiillior, whilg revenues
for the flrst rine month3 were up 4 parcent to.€8.3 billion.
Fortiolio thanges had pozltive effects of 2 and 5 pereent,
raspectively. Plastics sales decreased by 10 percent in the third
" quarter, mainly because of sharply lower valumes and maunting
pressure on prices in Europe and North America. Salss of. this
business proup in the first ning MONths were up by 2 parcent, with
growthdriven by the expansion of fhe polycarbonate sheet
business. Sales of the Rubber Business Group in the lhird quarter
receded 7 percent, but in the nine~manth period nearly matehed

. the pravious year, The business trend in North America and Asig

was especially disappainting. The same was true for
Polyurathanes, whare sales were down by 4 percent in the

- third quarter. The 7 percent increase for the fiest three quarters
sternmed mainly from the acquisition of the polyols business of
Lyondetl- Chemical GCompany, Thanks 1o recent aquisitians,
Coatings and Colorants posted 3 percent higher ravenues in
the third quarter and a 6 pereent impravement far the nine maenths
to September. Sales in North Amerios were below expectations,
and the same applied in Foraps in the third quarter,

The simuitanesus decline in volumes and selling prices
ditninished third-quarter and tirst-three-quarters operating prafit
in the f’olymers segment o €81 million and £513 milllen,
res;:ectwaly, WhllE the gross cesh Hew dipped-ta €0.7 billion and
£1.0 billian, respectively.

The Plastics Business Group has set up 3 Joint ventura with
Shanghal Chlor Alkali Chemicals Co, LId. e build 3 new production
facilily at Caejing, China, Future autput a; this locatinn wil
inglude Makrolan® polycarbanate (PC), ite pracursor hlsphenol A
and Bayblang® FC /acryloritrile-butadiene-styrene {ABS) blend,
2ll destingd Far the Asian market. Capital expenditures at (he site
will fatal €500 million,

4

Sales in the Chemicals segment rose by 3 percent in the Lhird
fuarter ta €1.7 billion."and by 13 percent in the nine-month

+ period 10 £3.6 biflion, with portfalio changes accounting far & and

9 percentage paints, regpectively. Busingss in Bagic and Fine
Chemigale declinid by 2 percent in the third quarter, but

‘increased By the same percentaga in the first nine manths
. Divesiitures had a 5- and a 4-point negative effect, reapechvely

Higher sales in Germany onily partly offset the slump in pusiness |
in North America and Japan. The Specialty Products Bysiness
Group saw salas grow by 10 pergent in Lhe third quarer and by
18 pereant in the first three quarters due to scquisitisns. As in
the first half of the year, the busmess units with the strongest
Erowth were Textile-Processing Chemicals and Special Fields, and
lon Exchange Resins and Water Chemicals. Woltf Walsrads
lifted salas in the first r.une manths by 8 pr.-rcent to €£0.3 bllhun
helped eapecially by tartinuing high erowth rates tor meLhyl-
cellulose in the United States, Latin America and eastem Europa.
Sales of Haarmann & Reimer dipped by 1 percent in the third
quarrer but rose by 2 percent in the nine-month period, The

" business group registerad abovc-av-erage Browth in Nerth and

Jouth America. |ts strang facus on key aeesunts began to bear .
Fruit,ésueciall'y ir! the Flavu,‘s Busingss Unit, H.&. Starck was
tmpacted in the third quarter by substantial consalidation in the-
electronics industry bul reported & persent higher revenues dus

- b Bequisitions. The slgnificant sales gains in the first halt helped

1o produce g 42 pereent increase for tha first nine monthe, with
purrfnho thanges accounting for 24 percentage points.

The operating result in the Chemlcalq SEgment dropped 1o
€27 millian in the third quarter and wa €350 millign in the first
three tuarters, marred by substantial wrlte—rmwns ol 1antalum
inveniaries. The gross cash Haw |mprovecl ta €195 millian ang.
€480 m]lllun resnectwely

Bayet Srockhamers’ -hewtbeqrer 2lJIJ1. 4 -



Flnt'e'ri_mhR_épDrt for-the First Thre.e Quarters

Performancs by Reglon
{by paint af arigin, before reconciiation, € millian)

22 Latin America £ Atrico / Middle East
Wi Anle /fPaglflc

L1 Narth America

B Europe

Salar . Operating  Gross

razult - cath fAow
" befarg
oxcaptional

r!erns

Business trehd by region

SaIES of our :ompanies in Europa declmed In tha third quarter
by 7 percent tg €3.0 illion, and agvanced in the First ning,
months by 3 pereent to £10:3 bitlion. The operating resull ang
the gross eash flow declined in the third quarter and Lhe frsl
thrée quariers as a whole, The return on sales, however,
remaingd above the Group average. In North America, tnn
sales for the first nine months moved mgher due to acquisitions,
bul were down in the third quartgr. The nparanng result and

and the gross cakh Mow,

gross cash flow also declmed The picture wis similar in Ama/
Pacific, though here the sales figure in euros was affected by
exchange rates. In our Latin Ameriea/Africa/Middle East

tegion, there was an ENCOUraging increase in the uperatmg resylt

i

Liquidity and capital resources -

The consolidated financial stataments for the firat thyae quarters

- of"2001 have been prepared as for the year 2000 according o the

rules issued by the International An:nunnng Standargs Board,
London, Reference should be made »s appropfiate to the rotosg
1o Lhe 2000 statements, The only change arises from the

. applic-atinng:f IAS 32 {Financial Instrufnents: Recggnition and

Measurement) to the acenunting treatment of primary angd
derivative finanmal instruments; this i exmamed in the section
on assel and capital structure.

The net operating cash Row declined 7n the F:rst three guar-
ters by 11 percent f £2.0 billion, In the. thrrd quarter it grew by

A0 percent.to €1.2 ailliod due w a€0.4 hllllon improverrienl in

wirking capital perfarmance cnr_‘npared with tha third quarter ot
2000, We ariticipate 3 turther improvemenit hera in rhe fourth
auartar, - ' '

I the First mine months, the net cash: uutﬂow for investing
ac:tlwtles amounted to €1.2 billign, with net dishursements for
property, plant and.aquipment tataling €1.5 billian and the eagh
inflow from invesuments amounting ta €0.3 bitlion,

Finanaing activities  led 10.a N2t cash outflow of juet £10 mitlion,
with dividends and |nterest payments totaing €1.3 hiltion almaost
entiaty offset by net hﬂrru\mngs in the same amount.

With net cash of £2.0 billion provided by eperating ativities
and net tash of €1.2 billion used in invasting and lnancing
actyvities, cash and cash equivalents had increaded as of '
September 30. 2001 by €0.8 bilan to £1.3 billion,

. :
Bayer Stackhokaers' Nevalater 2001 -5



Gaéh' Flow Statamanis_'mmnmaq. £ million) _ K

. - " 3rd Quarter . Fr=| Theee Doariers

_ 001 2000 a0 - e

Gross upar.atlng-_nnah Flow : IMD 984 2,2?5‘ coAlsz | [T
Changes in warking capital 766 56) (233 (873
Net cash provided by .
operating activities 1,206 923 2,037 2.28!3

of which discontinuing operatians q - N ¥

[ . .

Net cagh uzad in o S
investing activitiag (558)  [441) (1,224} (3,818)|

of which discontinuing operations {1) (8 (15} [80)
Net-cash provided by {used in) -
financing activities 61 t401) (1m 1341} \

"of which disconrinuing operations 0 (15} 1] {24)
Change In cash and cash equivalents 709 85 803 {1.879) ‘
Cash and cash equivalents
at beginning of peficd 608 g78 491 2,812
Exchange rate movements ang - : .
changes in companies consolidated- 10 {24) 33 ST
Cash and cash equivalents ) . Lo
af end of third quarter 1,327 940 - 1,327 . 240

Earnings performance

The upera[iné regult -

including discontinuing oparations - fer

the first three quarters of 2001 felf by 50 percent to £1.4 billiar.
This includes the €0.3 billian fain from the sale of the mterest "
EC Erddlehemie. The operating result from continuing operations

before exceptinnals dropped by 41 percent to €1.4 billian.

The non-operating resuit decreased by €0.2 ition to minus

EU 4 nillian. malnly because the’ prevmus year's Tigure inclisded

€0.2 billisn in gains from the sale of investments in affiliared
companies, Incarne tax expense declined b} £0.8 billion compared -
with the seme period last year, 1o €0.1 billion, bringing the effective
tax rate dewr: 26 points to 12 péreent. Disregarding extraordmary

’ facturs, the largest of which was the tax-free.income fram the
e of the Interast in.EC Erdélchemie, the tax rate was 37 percent.
Nat income declined hy 47 percent to £0.8 olllian.

Enrnings (€ million}-

3rd Quanet

* First Thioo Ouarters Full Year

2001 2000 2001 Z000 2000

Operating result o (316} 724 1,385 2718 3,287
of which discontinuing operations @ - 33 306 111 155>
Man-operating result (18n 43 (217} (170} (297}
Income befare income taxes - (503 772, 938 2548 - 2,000
Nat Income (183) 53 823 1567 1816

Biyor Stucikhliers” Newsdener 2001 & e



Interim Report for the First Three Quarters S

Balance Sheet JStructum (E‘miniunl-
T ‘ Sepl. 30, SepLéD. ! Dee .
_ wol . 2060 nan
Moncurrent assets - 20,794 19.17!1% - 20,344
© Current assels 1.6,'542 16,227 16,107
Stnci:hn!ders“equit)} 16,305 16,261 16,140
. Minarity slocknafders” interest 102 210 237 ’
Lidbilties 20,928 ° 18932 2007
" Total assets 37,336 35403 26.451

s

Asset and capital structure

¢

Total ozsets increased during the first ning mnnma by £0. 9 b:llmn

* or 2 percent, to £37.3 billign. .

Noneurrent azsets grew by €0.5 billion. The majur part of the

' increase related to invastrients and resulled trom the revaluation
of financial instruments according to IAS 3% These were carried
gt cost untit December 31, 2000 and at fair value thereafter,
teading ro 2 €0.3 billien writeup as of September 30, 2001,

. which iz not rerogmzed in income, Other inereases in mvPsnI'nents
mranng €0,2 billion, resuited from the DyStar group's switch 1o
st-equity =tatus and the pyrchase af an equity infafest in Curalien
Ccn\ruuratian_ Curent assets (including deferrad raves| grew by
3 percent compared with the end af 2000. While liquid asséts -
ingreased by €0.7 billion, the total of inventpries and reuewahles
.declined by €0.4 hillion,

Empley‘eas -

2
o . !

Stockholders’' equity.rose 'by £0.2 billion to £14:3 hillipn,

Ingorne afler tazes, 'translation differences and the valuation of - o

finangial instruments accardxng to JAS A7 added a raral of
LE1.2 billan, while the: dividena payment for 2000 ulm}nlshm

_ equrty by €1.0 bitllon.

Liabilities [Bxcludmg pruwsmns) grew by £1.0 biltion, ‘ar 9
percent, the major factor here being & =€1 billion increase in
financial abligations that vwas mainly.due 10 the ulilization of the
COmMercial paper program, Trade accounts nayable declined: By '
€0.4 nillion. The net debt of €6.4 bl"ICII"I on September 30, 2001
was £0.6 billién greater than at the end Df 2000 but £1.0 billien
Inwer than at the heginfing of the third’ quarrer

‘Capital expenditures

In the first nine rmenths we.spe_nt £1.48 billion for intangible assets,

* property, plant and BqUipment, in line with our stated intention to'

reduce capital expenditures to the lgvel of gapreciation, Eurppeg -

accounted for €1.1 billian, of which 83 parcent was spent at our.

German sites. Capital sperding in the Asia/Pacific region was up
77 percent to €0.2 hillion, while i Nerth, Amerma it was reduced
" by 38 percent to =€0 4 biH!l}n
We had hudgeted for Lotal capital expenditures of €3.1 bilfion
in 2001, but the gétual fi Fgure 15 now Tikely 1o be congiderably -
[cwer : :

i

|

) N ’

On September 30, 2001 the Bayer Graup had 112100 employeas
in its continuing operations, which was 900 fewer then at the
start of the year. Headcount was reduced by 1,100.in Bufope,

200 in the L‘alln_America/Afric'a/hqiddle East region and 400 in .
Asia/Pacitic. The number of employees in North America was
unchanged, Compared with the first three quactars af 2000, per-
sonnel Bxpenses increased by €363 million, of wiiich €67 million
regulted fram curreney translations.

| .

Baver Steckhalders’ Nowslenrr 001 o



Outlack R

' Sales and earnlngs in the Health Care'segment will continua ta . The markets served by our Polymers and Chemicals seg-
be hampered by the worldwide withdrawal of Lipobay®/Baycol®  ments are unlikaly to see a oyclical recovary in the fourth quarter.
and the prnduclion' problems for Kogenate™, which together are While our polymers activities have a slrong competitive Stance.
expected 1o-Impaet the uperatmg result far the full year 2007 w | we wil restructure our chemicals businesses to focus mnre '
the tune of £€1.4 billlen. . . strongly sn specialties. |
Agriculture will top the previous year' 5 gales, thanks mamly With the eff[crency lmpmvemen[ programs we hava miria[ed
10 the new produet lines FLINT® and MIKADDW The acquisition already tlearing fruit, we EXPEEE t¢ report an operating prafit i in
" of Aventis GropSeiance will give us 2 leading position in all major . the fourth quarter despn::- the global eeonamic slowdown and l:he
aréas of the crop protection business in the future. " negathe factors in the Health Care sapment,
. ‘4 1 Al
Highlights \
1 IJ
Ared Quatler ' Fimt Thn':c Ouarters !
001 T Moo 00 - 2000
Sales (€ million) ~ . 6,931 | 7680 | 220903 | 22918
of whigh discontinuing operations .63 378 417 1117 ’
§ale; from continulng operations - 6868 | 7,3bz 2_2.4B‘E 21,801
Change ' -5.8% 22.5% 1% 22.1% ,
Domestic companies 1,905 2109 | 6474 6,316 .
Change . _ -97% | -160% 25%° | .18% || -
Foreign compariies - 4963 | 5103 | 16011 | 15485 L
Change Co| =48% | 25.4% 3.4% 26.8%
Operating result (€ mHlion) {318] . 724 | 1,356 2,718
of which giscontinuing operations 18] ® | e [ 1
Dperatlng result fram . . ' ; -
continuing eperations - {307) GBG& | 1,049 2,607
Change . . 23.4% - 50.5% 27 4%
Opearating regult fram contiriving * .
aperationg befora ax::aptlnnal tamn €6 - 711 1657 2,654
Change ~90.7% | AL1% |-a13% | 20.6%
Return on zaleg before exgeptional .
Jamg - - 1.0% 3.7% £.9% 12.2%
Net incoma (€ mHlion) {183 h34 8z3 1,567 :
Charige . , -] 2w |-a75% | -27.0%
Gross cash flow (€ mitilon) | #s0 | eme | 2276 | 3183 | : ‘
Chang-‘f . , —-55.3% - 26,0% .| -27.8% 28.4%
Gapitel expenditures € million]* 611 605 | 1,753 | 1855
Domestic companies ' 333 237 BB? | - 753
Foteign compgnies ) 276 68 BoE 1,102
Number of emplayees* : ‘ :
85 O September 30 .o - 117,100 |116,500 _ ‘ !
Personnel expenses (€ million) 1,961 1.908 5856, [- 560% ||
Change . 2.9% 71% | 65% | 83% ||
1

contiouloy pparstions . , ! : . . c

s
.
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Bayer _Grnu'p Statements for the First Three ilu;énrters (Summary)

v

-

The siaremenls for tne hrat three quarters are uhaudlled.
r,

I
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Consclidated Statements of lncome (€ mitgny el Cuarrds Firsl fﬁree_Ouarter! .
' ' 2001 2000 2001 2000
Net salex 6931 | 7680 | 22903 | 22018
Net .;safss from discontinuing aperations ; (63 _ 1378) (417 1,117)
Net sales lrom continuing nperatlnns " B,868 7,302 - 22486 21,801
Cost of goods salg (424011 (3913 | (12,704 | (11.466)
Gross profit 2628 | 3389 9,762 | 10,335
Selling expenses ‘ 1,810 716 | - (5,399 | (4,840)
Regesrch and development expanses ' C837H[ (B00) (1egan | (,708)
' General agminidtration expenses (298] (is61 (852) 588)
Other operating expenses = net , (190} (231) (641} (495)
Oparating resuit from contimying operations (307) 686 | . 1,049 2.607
Oparating result frorm discontinulng operamns N 28 , 308 11
‘Operating rasult {316} 724 1.355 2,718
' Nnn-om.-raf.:ng rezult ' (187 ) 18 1417) - 1170]
Income heﬁare income taxes [503) LFIR 938 -2.548
[ncome taxes 320y 2@ 16 ] 963
Income after taxee (192 sa1 | g2z 1,585
Minority s[ockhnl'ders |nlereaz 19! {7 1 (18)
Net income {1a3) "534 . 823 | 1567
Earnings per shara (€) [0.25) 0.73 123 215
Gnnsulidatl_ad Halance Shasts (€ millan ! (Sept, 30,2001 Sepr 30,2000 Dee, 31, 3000 .
]
Assets :
Nancurrent agsete 20,794 19.176 20,344
thventories 6,098 5,957 6.095
Receivables f 8,573 8,662 8,895
Liquid assets | . 1,371 1,178 704
Current assets 16042 | 15797 158694
Deferrad taxes 500 430 413
. 37,336 35,403 36,451
of which discontinuing operatinng 220 1114 1,156
Stockholders” Equity and LIEbI][tIES
Capital stock and reserves 1812 4,812 4812
Retained earnings 10138 | 909 9,047 )
Net income : ! 823 1,567 1,816
Tranglatinn difforannes . ‘., 532, B&3 ‘ 465
Stockholders’ equity 16.305 16,261 |- 16,140
Minarity stockholders' interest 102 210, 237
“Long.term llabilities BGOZ |- 9,043 B.461
Shar=tarm liabilities 11,060 8,563 10.018
Liabilitiex . 19,662 17,611 18,479
of which discontimuing operations 58 526 £74
Deferred taxes 1,267 1,321 1,595
37,336 ), 35403| . 56,451



I !
B
(o0 e - ' ' A . S L
Changes in Stockholders' Equity (summary, € milion) o .
] Y o Capital staek +  Rotaingd Not . Tranvigtlon Tmi —’
- . . ' .. and rEaerves exralnga income differarces
December 31, 1939 . . '\ (4812 | 7965 | 2002 | 227 | 15,006
Rividand payment , ] _ . (949) (949}
Allocatlar to retained gamings , . , 1053+ 1,053 | | R
Exchange difleronees ' : . 837 | BI7
- Income after taxes - R ‘ 1567 | 1,567 !
- September 30, 2000 _ r 4812 | 9,018 | - 1567 864 | 16,261
.l December 31, 2000 o 4812 | 5.047 1,816 465 | 16,140
Dividend paymant : _ ) - : {1,022 (1,022
Allazation to refzined gamings : . ] 754 (794 -, a
Exchange dffferences T . : ' ’ . 68 6B
Qiher changes in stockholders’ equity ~ o L 296 296
Inzame after taxes : S ) - B2 ga3
Septambor 30, 2001 ' 5,812 | .10,137 823 533 | 16.305 \

i . k]

‘ :
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Baver CEO Dr. Manfred Schneider at the Fgll lFinencieI-' News Conference:.

"Earnings hampered by weak global economy
and problems with _Pharm’ﬂceuticale"

No upturn in sight thle yeer / Positive operetmg reeult before exceptmnele
expected in the. fourth quarter . :

Levefkusen -~ Bayer, like many other companies, is feeling the increasing-

- weakness of the global ecenem)\/ “The\ceutic:'rue optim‘iem we had at the

" beginning of the year regarding a. greduel ecanomic reccwery in the United .
States has evaporated,” said Dr. Manfred Schngider, Chairman of the Boerd of
Management of Bayer AG, at the company's Fall Financial News Conference
‘on Wednesday in Leverkusen. According to Schneider, the terrorist attacks in
the United States, the full economic effects of which still cannot be 'g"auged,
have contributed to the drastic deterioration of the global business
‘environment and exacerbated the downward trend in key markets The .
company was also affected by problems in its Phermeceutlcele Business
Group. Although Greup sales from continuing eperetlene rose by 3 percent in
the first nine months.to EUR 22 .5 billion, the operating result befere
exceptional items fel! by 41 percent to EUR 1.6 billion.

"Our broadly diversif ed portfolio would have allewed us to overcome the
deficit resulting from our biological products shortfalls; and we would have |
been able to at least partially compensate for the setbacks in our industrial
business through the second quarter that resulted largely from the economic
slowdown," said Schneider. "But we are simply unable to abisorb the
withdrawal in August of our cholesterol- -lowering drug Lipobay/Baycol and the
severe downturn through the third quarter.” The third quarter figures illustrate
this clearly: Bayer recorded a positive operating result of EUR 66 mitlion
before exceptional items and a net loss for the Group. of EUR 183 million, Dr.

A



Schneider identified one bright spot as net operating cé.éh flow, which grew by -
30 percent year on year in the third quarter to EUR 1.2 billion, due to a
gratifying improvement in working capital performance ' c

Above-average growth in Asi'ah E R

Portfolio chénges led to sales growth of 3 percent in_ihe first nine months. -
Currendy and price effects were also favarable, while volume sales. continued
to decline over the course of the year. The business trend-by region varied
greatly: weak growth in Nnrth‘America, average growth in Europe and above-
average growth in Asia, which was driven primarily by expansion in China.

The reported operating result from continuing operations fell by 60 perceni in
the first three quarters, to EUR 1 billion. This was after exceptional itéms
totaling EUR 508 million, of which the Lipobay/Baycol withdrawal alone
accounted for EUR 294 million. The company spent EUR 103 million on
restructurlng measures in the Polymers segment and EUR 75 million to
streamline the portfolio of its Chemicals business. Including the earnings from -
discontinuing businesses, the operatmg result for the first three quarters fell by
50 percent frorr the same period last year to EUR 1.4 billion. Net Income
declined by 47 percent to EUR 823 million.

Sales in the Health Care segment dipped by 2-percent to EUR 7.7 billion due
- to a7 percent decline in sales of the Pharmaceuticals Businéss Group. By
contrast, the Constimer Gare and Diagnostics business groups turned in
gratifying performances, with sales growth of 6 and 4 percent, respectively.
The segment’s. aperating result before excepttonal items declined to EUR 469
million as a result of the problems in Pharmaceuticals. The positive trends in’
Bayer's pharmaceuticals business include above all the cuntmumg success of
the antibiotic Ciprobay/Cipro, which has taken on added slgnlf cance as a

_ result of events in the ‘United States, according to’ Dr. Schneider. Cipro is
currently the only drug approved in the United States for the treatment of
anthrax that has proven to be effective against all known strains of this
bacterium. However, additional business from orders by the U.S. government
- is naot enough to compensate for the shorifalls in ‘biclogical products and the
Lipobay/Baycol withdrawal in partlcular Schneider stated that support of the
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United States and other countries in fighting'and preventing bioterrorism
involving the. anthrax bacterium takes precedence over all business |
censiderations. That is why the company went to, great lengthe to
accommodate the U.3. government on the issue of pricing and donated: en
additional four million tablets ' . S

On the other hand, the preven principles of patent protection should. not be

done away with once supplies are safeguarded. “The tremendous success of

the reeee:rch-beeed pharmaceutical industry is based upon these _principlee,“
said Schneider. "We are pleased that this position was ultimately accepted.”

-

Health Care to remain a core business

il

‘Schneider reaffirmed that health care will remain a core businees of the Bayer

Graup. To'more efficiently exploit the synergies that undoubtedly exist and to
achieve greater flexibility for etretegie healih care partnerships — involving the
-segment as a whole or individual areas or epec:lel markets — the segment will

~ be placed into a separate legal entity. "Our.goal i Is- 10 creete a Ieadrng health

care company,” said the Bayer CEQ,

The Agriculture eegrnent showed a eteble business trend overall in the first

- nine months of 2001. Sales grew by 2 percent to EUR 2.9 billion, due in part to

the funglcrde and herbicide products acquired by the Crop Protection Business
-Group. The operating result fell by 13 percent to EUR 500 million, die
primarily to expenses for the acquired products Flint and Mikado. "Yet we
_remain one of the industry's most profitable cempemee with a return on sales
"of 17 percent "'sald Schnelder

Schneider expects the acquisition of Aventis CrepScrenee to be closed et the _
beginning of the second quarter of 2002 at the latest, eubjec:t to the approval -
of the antitrust authorities in the United States and Eurepe "Our geel is to
achieve.a leading position in this promiging market with our new eempany
Bayer CropScience, 1o achieve faster-than- average growth and to c:reate a
broad basis for the development of new substances and teehnelegles |
including the field of biotechnoiogy.” Based on theoretical combined sales of
EUR 6.5 billian for 2001, Bayer has set itself the goal of EUR 8.1 billion in



sales.and an- eperatlng margin of 20 percent by 2005. The Animal Health

" Business Greup which is currently part of the' Agnc:ulture eegment will be
transferred to the Health Cere segment on January 1, 2002 as pert of the
restrueturlng of the crop protectton busmeee '

Price increases not feasible in Polymers e
The Pelymere eegment is eurrently suffering parficularly from the weakness of
its markets. Aceording to Dr. Schneider, this applies less to sales — whlch were
. up by 4 percent year on year to-EUR 8.3 billion as a result of the Lyondel!
eequieiﬁoh _than to margiﬁe', which are under ceneid_ereble,hreeeure. '
Although raw material costs are now declining considerably, this still is nat
nearly sufficient to compensate for the drop in selling prices. In the current
competitive environment, the company is unable to implement price increases,
although these remain. necessary. This led to'a 40 percent decline in the
Dperatlng reeutt te EUH 513 million before exceptional items.

Accerclmg to Dr Schneider, extenewe eeet-centamment programs already

" introduced. by the company are helping to stabilize the situation and achieve a
sustained improvement in competitiyeness. Altogether Bayer plans to achieve
savings of at least EUR 700 million with these measures in the Polymers
segment through 2005, of which about EUR 300 million should show up in
earnings as early as next year. Despite cyclical problems in its polymers B
business, Bayer nevertheless remains committed to.long-term expansion
plans for its core products: "We are convinced that these products and their
‘markets will continue.to grow, and we are committed to further expanding our
strong position,” stressed Schnerder In this context, he pomted out that the
company confirmed plene for g EUR 3.4 hillion mveetrnent progrdrn in China
just a few deye ago. . _ S v
The Ghemicele segment recorded sales growth of 13 percent for the nine-
month period, to EUR 3.6 billion, although sales slowed tangibly over the
course of the year. The segment's decline in operating profit to EUR 320
million was. also relatively moderate at 9 percent, and the retumn on sales
amounted fo 9 percent; “This is an indication of our relatively good position in
specialty chemicals,".Schneider commented. '



However, negative economic effects becarne increasingly_noticgable inthig® -

. segment as well, particu‘larly in the Basic and Fine:Chemicals and the
Specialty Products business gl_'oup_s. The' company is cdunteracting these

_effects in part through addiﬁonal cost—containm'ent programs that, it’cur'réntly

', estimates to have 1mpraveme.nt putanbal of .;upproxumately EUR 200 m1||IDT'I by

,200412005 o -

- With regard to the rest of the year Bayer does not foresee a global econnmlc

-upturn in the fourth quarter, according to Schneider. The pressure in the
industrial business will rémain high. In the Health Care segmerit, Bayer
expects continued positive development for Consumer Care and Diagnostrcs
In Pharmaceuticals, additional sales of ClprDbay/ClprD will not be enough t6

- compensate for dimunlshed earnings resulting from the Lipebay/Baycol
withdrawal and the technical diffi culties with Kogenate Sales and operating
profit in the Agricuiture segment should remain relatively stable. "We do not
anticipate a. turning point in our buginess in the fourth quarter, but we do

_expect to achieve a positive operatmg result \before exceptlonal items,"

- summed up the Bayer CEQ.

- Dr. Schneider put the total volume of the c.'ornp'am}'s'cost-'containment
programs at EUR 1.8 billion a year by 2004/2005. Bayer currently expects
savings of EUR 1 billion in 2002, which would be EUR 480 million more than |n
the current year. These projects call for a reduction in the global workforce of

2,100 positions which will have been accomplished by the end of this year,

-and the company currently expects to reduce headcount by a further 2,400 by
2005, Bayer is also planning a headcount recluction of 1,300 in the '
Pharmaceuticals Business Group, which is g necessary response fo the -
product withdrawal and sales shortfalls

The company is reacting to the current economic problems and to weak
medium-term demand in its markets by limiting capital expenditures to the
level of depreciation and consistently reducing inventories and receivables.
"After a gratifying improvement in working capital performance in the third
quarter, we will do everything to continue and accelerate this trend in the
coming months," said Schneider. "We are working hard to get the company



. back on track, We: ihteﬁd to capitalize on'athe‘treme‘rjdous pqtehtial'that exists
- within Bayer." L N L "

Levetkusen, - . November 14, 2001 -

i

Fu\rwardeuok__ing Statements

This news release contains forward-looking staternents based on current assumptions and
forecasts made by Bayer Group management. Varicus known and unknown risks,
uncertainties- and other factors could lead to substantial differences - between the actual
future results, financial situztion, development or performance of the company and the
estimates given here. The company assumes no liability whatsoever to update these
. forward-looking statements or to conform them to future events or develapments.
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