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I. SUMMARY OF THE PROSPECTUS

Summaries are made up of disclosure requirements known as ‘Elements’. These Elements are numbered in
Sections A — E (A.1 — E.7). This summary contains all the Elements required to be included in a summary for
this type of securities and issuer. Because some Elements are not required to be addressed, there may be gaps in
the numbering sequence of the Elements. Even though an Element may be required to be inserted in the summary
because of the type of securities and issuer, it is possible that no relevant information can be given regarding the
Element. In this case a short description of the Element is included in the summary with the mention “not
applicable’.

A. Introduction and Warnings

A.1  Warnings. This summary should be read as an introduction to the prospectus (the
“Prospectus”). Any decision to invest in the shares of the Company (as
defined below) should be based on consideration of the Prospectus as a
whole by the investor.

Where a claim relating to the information contained in the Prospectus is
brought before a court, the plaintiff investor might, under the national
legislation of the Member States of the European Economic Area, have to
bear the costs of translating the Prospectus before the legal proceedings are
initiated.

With regard to the contents of this summary including any translation, civil
liability attaches to the persons who have assumed responsibility for the
contents of this summary or who have arranged for the issuance (von denen
der Erlass ausgeht), but only if the summary is misleading, inaccurate or
inconsistent when read together with the other parts of the Prospectus or if it
does not provide, when read together with the other parts of the Prospectus,
all necessary key information.

Knorr-Bremse Aktiengesellschaft, Munich, Federal Republic of Germany
(“Germany”) (hereinafter also “Knorr-Bremse AG” or the “Company”
and, together with its consolidated subsidiaries and affiliates, “we”, the
“Knorr-Bremse Group”, the “Group” or “Knorr-Bremse”), together with
Deutsche Bank Aktiengesellschaft, Frankfurt am Main, Germany (“Deutsche
Bank”), J.P. Morgan Securities plc, London, United Kingdom
(“J.P. Morgan”), and Morgan Stanley & Co. International plc, London,
United Kingdom (“Morgan Stanley”) (all three acting as joint global
coordinators and joint bookrunners, the “Joint Global Coordinators”), as
well as Joh. Berenberg, Gossler & Co. KG, Hamburg, Germany
(“Berenberg”), COMMERZBANK Aktiengesellschaft, Frankfurt am Main,
Germany (“COMMERZBANK?”), UBS Limited, London, United Kingdom
(“UBS Investment Bank”), and UniCredit Bank AG, Munich, Germany
(“UniCredit Bank”) (acting as additional joint bookrunners (the
“Additional Joint Bookrunners”, and together with the Joint Global
Coordinators, the “Underwriters”), assume responsibility for the contents of
this summary including any translations thereof pursuant to Section 5(2b)
No. 4 German Securities Prospectus Act (Wertpapierprospektgesetz).

A.2  Information and Not applicable. There will be no subsequent resale or final placement by
notice regarding the financial intermediaries which requires consent. Therefore, consent regarding
use of the Prospectus the use of the Prospectus for a subsequent resale or final placement of the
for subsequent resale Company’s shares by financial intermediaries has not been granted.

or final placement of
securities by financial
intermediaries.




B.
B.1

B.2

B.3

The Issuer

Legal and commercial
name.

Domicile, legal form,
legislation, country of
incorporation.

Description of, and
key factors relating to,
the nature of the
issuer’s current
operations and
principal activities,
stating the main
categories of products
sold and/or services
performed and
identification of the
principal markets in
which the issuer
competes.

As of the date of the Prospectus, the Company’s legal name is Knorr-Bremse
Aktiengesellschaft. The Company’s and the Group’s commercial name is
“Knorr-Bremse”. In addition to the main Knorr-Bremse brand, the Group
sells its products under additional brands on the market, including, in the
field of Rail Vehicle Systems, “IFE”, “Merak”, “Microelettrica Scientifica”,
“Selectron”, “Zelisko”, as well as the word/picture trademarks
“KiepeElectric” “PowerTech”, and “RailServices”; and in the field of
Commercial Vehicle Systems, “Bendix” and “Hasse & Wrede”, as well as
the word/picture trademarks “SteeringSystems” and “TruckServices”, among
others.

The Company has its registered seat in Munich, Germany, and is registered
with the commercial register maintained by the local court (Amtsgericht) of
Munich, Germany, under HRB 42031. The Company is a German stock
corporation incorporated in Germany and governed by German law.

Knorr-Bremse is the world’s leading manufacturer of brake systems (by
revenues for the fiscal year 2017, based on our own assessment), and a
supplier of additional safety-critical sub-systems for rail and commercial
vehicles. The Company was founded by Georg Knorr in 1905 in Berlin and
has evolved over the years from a German-centric supplier of individual
components to a global provider of integrated and connected systems for the
rail and commercial vehicles industries. For more than 110 years, we have
been an innovation leader, pioneering the development, production,
marketing and servicing of state-of-the-art brake systems.

Our operations are managed in two divisions which also form our reporting
segments under IFRS (as defined below under B.7): Rail Vehicle Systems
and Commercial Vehicle Systems. The Rail Vehicle Systems segment equips
mass transit vehicles such as metro cars and light rail vehicles, as well as
freight cars, locomotives, mainline passenger trains and high-speed trains,
with highly advanced products. In addition to brake systems, our product
portfolio includes intelligent entrance systems, heating, ventilation and air
conditioning systems, auxiliary power supply systems, control components
and windscreen wiper systems, platform screen doors, friction material,
driver assistance systems, electrical traction equipment, and control
technology. Furthermore, we offer e-learning systems for optimum train
crew training. In the aftermarket, under our brand RailServices, we provide
maintenance, overhaul and repair services for rail vehicles.

Our Commercial Vehicle Systems segment offers products for trucks, buses,
trailers and agricultural machinery. Our product portfolio includes (i) brake
systems and vehicle dynamics solutions including driver assistance and
automated driving, brake control, brake system, steering and electronic
leveling control (i.e., driver assistance systems, anti-lock brake systems,
emergency brake systems, air disc brakes, foundation drum brakes, actuators,
valves/pedal units, steering systems, electronic leveling control, electronic
stability programs and others), (ii) energy supply and distribution systems
including air compressors and air treatment, and (iii) fuel efficiency products
including engine components and transmission sub-systems (i.e., vibration
dampers, engine air control, gear actuation and clutch actuation). Under our
aftermarket brand TruckServices, we supply high-quality products and
service solutions for commercial vehicles of all kinds and all ages.

Currently, we strive to benefit from the megatrends urbanization,
eco-efficiency, digitization and automated driving by continuously evolving
our products to address such trends in both of our business segments.




In this respect, our two operating segments — Rail Vehicle Systems and
Commercial Vehicle Systems — are highly synergistic. Our product
offerings across both segments share the same core technologies which
allows for the transfer of know-how and technology. Likewise, Rail Vehicle
Systems and Commercial Vehicle Systems, to a large extent, feature similar
types of components and materials. We leverage IP, technologies, know-how
and improvements originally developed with a focus on one of the two
business segments for product solutions in the other business area.

While our headquarters are based in Munich, we are represented across the
globe, with over 100 locations in more than 30 countries. Locally-based,
highly qualified employees who speak the local languages and are familiar
with the respective cultural conventions and national product requirements
ensure that we maintain the necessary proximity to our markets and
customers. Our high degree of local presence allows us to operate with
maximum flexibility and speed towards our customers while providing a
natural hedge against currency fluctuations and trade barriers.

We had an average number of 26,910 employees (based on headcount) in the
fiscal year 2017 (including leasing staff) and approximately 28,000
employees (based on headcount, including leasing staff) as of December 31,
2017 worldwide. In the fiscal year 2017, we generated 53% of our Group
revenues and 55% of our EBIT in the Rail Vehicle Systems segment and
47% of our revenues and 45% of our EBIT in our Commercial Vehicle
Systems segment.

Our Key Strengths

e  We are the global market leader in brake systems and a leading supplier
of other safety-critical systems in the rail and commercial vehicle
markets which are protected by high barriers to entry

e Synergies between our rail and commercial vehicle segments and
benefits of scale help us sustain technological leadership

e We have consistently managed to outperform our underlying
end-markets and are well positioned to capitalize on global megatrends
and increasing content per vehicle

e Through our dedication to research and development (“R&D”) and
quality standards, we drive innovation in mobility and transportation
technologies and have excellent expertise in connected systems

e We pursue a resilient business model, which is characterized by two
main markets following different business cycles, broad geographical
and customer diversification, strong localization and high aftermarket
exposure

e We profit from a stable financial profile featuring strong growth,
profitability and cash generation

e Our management team is very experienced and has a clear vision for
future value creation

Our Strategy

e Setting industry standards by expanding our global technology
leadership

e Being the system partner of choice for our customers

e Expanding our market share by continued penetration of international
markets and global expansion

e  Further pursuing of our dedicated aftermarket strategy

e Continuing to strive for cost and process excellence




B.da

B.5

Description of the
most significant recent
trends affecting the
issuer and the
industries in which it
operates.

Description of the
group and the issuer’s
position within the
group.

We believe that the following megatrends are particularly relevant to our
business in both our Rail Vehicle Systems and our Commercial Vehicle
Systems operating segments:

Growing population and urbanization provide for opportunities in both the
Rail and Commercial Vehicles Systems business, as they call for
increasingly fast, safe and reliable transportation modes. Electrification and
other energy- and eco-friendly solutions result from growing energy demand
that is coupled with growing public awareness of energy efficiency and
increasing public policies on energy, such as stricter emission laws. In our
view, electrified vehicles hold a high potential for emission-efficient
mobility solutions in megacities, including light rail vehicle operations, city
buses and green delivery trucks. Digitization promotes the connectivity of
Rail Vehicle and Commercial Vehicle Systems and sub-systems which
facilitates real-time data analytics and predictive maintenance solutions that
aim to improve life cycle costs. Other results of digitization are automatic
train operation, condition-based maintenance of rail vehicles and monitoring
tools and telematics solutions for commercial vehicles. Automated driving
may impact the rail and commercial vehicle industry significantly, depending
on the speed of adjustment to regulatory challenges, the development of safe
and reliable technical solutions, and customer acceptance of and willingness
to pay for such solutions. In connection with this growing trend, new
solutions such as the development of driver assistance functions are
emerging with the aim of reducing accidents, transport costs and emissions.
Thus, all current megatrends provide growth potential for our business,
particularly due to our strong focus on R&D.

Knorr-Bremse AG acts as the parent company of the Knorr-Bremse Group.
As of December 31, 2017, the Group included nearly 150 consolidated
(German and foreign) subsidiaries (included in the Group’s consolidated
financial statements (as defined below under B.7)) over which the Company
can exert a direct or indirect controlling influence, and is represented with
over 100 locations in more than 30 countries, of which almost 70 are
production sites. Knorr-Bremse AG performs Group-wide functions as a
management holding company.




The following chart provides an overview (in simplified form) of the direct
and indirect shareholdings of the Company, including minority
shareholdings, as of the date of the Prospectus:

Simplified Structure of the Knorr-Bremse Group®

Knorr-
Bremse AG
Munich,
Germany
99.85%" 80%2
Knorr-Bremse Knorr-Bremse Knorr Brake Knorr-B
Systeme fiir Brasil (Holding) K:gil:::':i::e Other investment Holding ;;s::mere[l;: ¢
i - Administragio ¢ (Holding) L, and holding Corporation Nutzfahrzeuge
zeuge GmbH Participagio Ltda. T companies Watertown, GmbH
Munich/Germany Itupeva/Brazil g Rong New York/USA /st Gy
Kiepe Electric C:;';Tg '3:::;2 . K"""Sl;:;l:::mck New York Air LS Other indirect
GmbH Brake Disc 50% oy Brake LLC Steering Systems | | |
B o Manufacturing Watertown. M SRCTbi affiliates
Germany (Beijing) Co., Ltd. -y New York/USA Wiilfrath/Germany
Daxing/China
Bendix
LR Knorr-Bremse | g9 990, Commercial G.T. Group Ltd.
PowerTech GmbH L India Pvt. Ltd. . Vehicle Systems Peterlee/ —]
Berlin/Germany Faridabad/India LLC United Kingdom
Elyria, Ohio/USA
80%
IFE-Victall Railway Bendix Spi Knorr-Bremse
Knorr-Bremse Vehicle Door i BREchd Sk Systemes pour
Ges.m.b.H —_— Systems o 0"'“’:';2 e Véhicules L
Madling/Austria (Qgﬁ;::g /((?:zl ::d' Elyria, Ohio/USA Utilitaires France
Lisieux/France
Knorr-Bremse Knorr-Bremse
Selectron Systems for Rail Vasiti Jarm{
Systems AG — Vehicles (Suzhou) Rendszerek —
Lyss/Switzerland Co., Ltd. Hungaria Kft.
Suzhou/China Budapest/Hungary
M Remaining 0.15% held by Knorr-Bremse Investment GmbH, Munich, Germany.
@ Remaining 20% held by Robert Bosch GmbH, Gerlingen, Germany (a third-party entity).
® Remaining 50% held by the Locomotive and Cars Research Institute (LCRI), a division of the Chinese Academy of
Railway Sciences (CARS).
@ Remaining 0.01% held by Knorr-Bremse Systeme fiir Schienenfahrzeuge GmbH.
® Remaining 41% held by Qingdao Victall Railway Co., Ltd. (a third-party entity).
© Remaining 20% held by Dana Commercial Vehicle Products, LLC., USA (a third-party entity)
) All shareholdings shown amount to 100% except otherwise stated in the chart.

B.6  Persons who, directly
or indirectly, have an
interest in the issuer’s
capital or voting

rights.

Prior to completion of the public offering described in the Prospectus (the
“Offering”), the existing shareholders, KB Holding GmbH, Griinwald,
Germany (“KB Holding” or the “Selling Shareholder”), and Ursus
Vermogensverwaltungs GmbH, Griinwald, Germany (“Ursus”), hold
94.99996% and 5.00004%, respectively, of the bearer shares with no par
value (Stiickaktien) currently issued by the Company.

KB Holding and Ursus are parties to a pooling agreement pursuant to which
both parties to the pooling agreement are obligated (i) to vote uniformly as
determined by the meeting of the parties to the pooling agreement by simple
majority (the voting rights in such meeting corresponding to the ratio of the
shares held by each party to the pooling agreement); and (ii) to only dispose
of shares in the Company (x) if the transferee of such shares is a member of
the family of Mr. Heinz Hermann Thiele or an entity directly or indirectly
owned by a member of the family of Mr. Heinz Hermann Thiele and if the
transferee is or becomes a party to the pooling agreement or (y) upon a
resolution taken by 75% of the shares in the Company held by the parties to
the pooling agreement. In addition, shares in the Company may be used




Whether the issuer’s
major shareholders
have different voting
rights.

Whether the issuer is
directly or indirectly
owned or controlled
and by whom and
description of the
nature of control.

without a majority vote of the parties to the pooling agreement only as
conventional security for liabilities incurred or to be incurred by entities
owned exclusively by members of the family of Mr. Heinz Hermann Thiele.
The pooling agreement ends automatically if either of the parties no longer
holds any shares in the Company.

TIB Vermogens- und Beteiligungsholding GmbH, Griinwald, Germany
(“TIB”), holds 100% of the share capital in KB Holding. In turn, Stella
Vermogensverwaltungs GmbH, Griinwald, Germany (“Stella”), holds 80.7%
of the share capital in TIB, while the remaining 19.3% is held by Mr. Heinz
Hermann Thiele.

Mr. Heinz Hermann Thiele and Stella are parties to a further pooling
agreement pursuant to which both parties to the pooling agreement are
obligated (i) to vote uniformly with yes or no as determined by the meeting
of the parties to the pooling agreement, in general by simple majority; and
(i1) to only dispose of shares in TIB (x) if the transferee of such shares is a
member of the family of Mr. Heinz Hermann Thiele or an entity directly or
indirectly owned by a member of the family of Mr. Heinz Hermann Thiele or
(y) upon a resolution taken by 75% of the shares held by the parties to the
pooling agreement and, in any such case, the transferee agreeing to be bound
by the provisions of the pooling agreement. In addition, tied shares in TIB
may only be used as security for liabilities in the event of a majority decision
of the members of the pooling agreement.

Mr. Heinz Hermann Thiele also holds 63.4049% of the share capital and
87.4975% of the voting rights in Stella, while Julia Thiele- Schiirhoff (a
member of the Supervisory Board of the Company) holds 36.5805% of the
share capital and 12.4975% of the voting rights, and the foundation Stella
Beteiligungs-Stiftung holds 0.0146% of the share capital and 0.005% of the
voting rights in Stella. Ursus is controlled by its sole shareholder Mr. Heinz
Hermann Thiele.

Upon completion of the Offering (assuming full placement of the Offer
Shares and a full exercise of the Upsize and the Greenshoe Option (each as
defined below under E.3)), KB Holding will continue to hold approximately
64.99996% and Ursus 5.00004% of the Company’s shares. KB Holding,
Ursus and Mr. Heinz Hermann Thiele who controls both companies will
therefore continue to have control over the Company.

Not applicable. Each of the shares of the Company entitles the shareholder to
one vote at the general shareholders’ meeting of the Company. There are no
restrictions on voting rights. Voting rights are the same for all of the
Company’s shareholders.

As of the date of the Prospectus, the Company is directly controlled by KB
Holding due to KB Holding’s ownership of 94.99996% of the voting rights
in the Company and the pooling agreement with Ursus, which holds the
remaining 5.00004% voting rights and, resulting therefrom, its power to
govern the financial and operating policies of the Company. KB Holding is a
wholly owned subsidiary of TIB. 80.7% of the shares and voting rights in
TIB are held by Stella and the remaining 19.3% of shares and voting rights
are held by Mr. Heinz Hermann Thiele. Mr. Heinz Hermann Thiele also
holds 63.4049% of the share capital and 87.4975% of the voting rights in
Stella, while Mrs. Julia Thiele-Schiirhoff (a member of the Supervisory
Board of the Company) holds 36.5805% of the share capital and 12.4975%
of the voting rights, and the foundation Stella Beteiligungs-Stiftung holds
0.0146% of the share capital, and 0,005% of the voting rights in Stella. Ursus
is controlled by its sole shareholder Mr. Heinz Hermann Thiele. Upon
completion of the Offering (assuming full placement of the Offer Shares and
a full exercise of the Upsize Option and a full exercise of the Greenshoe




B.7 Selected key historical
financial information.

Option (each as defined below under E.3), KB Holding will hold
approximately 64.99996% and Ursus 5.00004% of the Company’s shares.
KB Holding, Ursus and Mr. Heinz Hermann Thiele who controls both
companies will therefore continue to have control over the Company.

The following selected historical financial and business information of the
Group as of and for the fiscal years ended December 31, 2017, 2016 and
2015 (the “fiscal year 2017, “fiscal year 2016” and “fiscal year 2015,
respectively) (i) if presented as “audited” is taken from the audited
consolidated financial statements of the Company as of and for the fiscal
years 2017, 2016 and 2015 (the “Audited Consolidated Financial
Statements™) and, (ii) if presented as “unaudited”, is either taken or derived
from the unaudited condensed consolidated interim financial statements of
the Company as of and for the six-month period ended June 30, 2018,
including comparative figures for the six-month period ended June 30, 2017
(the “Unaudited Condensed Consolidated Interim Financial Statements”
and, together with the Audited Consolidated Financial Statements, the
“Consolidated Financial Statements”), derived from the Audited
Consolidated Financial Statements, or taken or derived from our accounting
records or our management reporting. The Audited Consolidated Financial
Statements were prepared by the Company in accordance with the
International Financial Reporting Standards, as adopted by the European
Union (“IFRS”), and the additional requirements of German commercial law
pursuant to Section 315e German Commercial Code (Handelsgesetzbuch).
The Unaudited Condensed Consolidated Interim Financial Statements were
prepared by the Company in accordance with IFRS for interim financial
reporting (IAS 34).

Certain of the following financial information in this section is not taken or
derived from IFRS figures, but derived from German GAAP data and may
therefore deviate from, and not be comparable to data based on IFRS
presented elsewhere in the Prospectus.

Furthermore, in those tables, these rounded figures may not add up exactly to
the totals contained in those tables. Financial data presented in parentheses
denotes the negative of such number presented.

Selected Financial Information from the Consolidated Statement of Profit or Loss

The following table shows selected financial information from our consolidated statement of profit or loss for the
six-month periods ended June 30, 2018 and June 30, 2017, as well as for the fiscal years 2017, 2016 and 2015:

For the six-month period
ended June 30, For the fiscal year
(in EUR million) 2018 2017 2017 2016 2015
(unaudited) (audited)
REVEINUES ...ttt e e e e e e e e e e e e e e e e e e e e e 3,322.2 2,976.0 6,153.5 54713 58235
Changes in inventories of unfinished/finished products . 29.3 59.1 38.8 (11.1) (7.1)
Other own work capitalized ............ccccooeuiiiiiiiinniiiiiicnnnns 19.8 14.6 31.8 21.1 19.2
Total operating performance.................cccccoeevviiiiiieeennnnnnen... 3,371.3 3,049.7 6,224.1 5481.3 5,835.6
Other operating iNCOME ...........cceeerriiieriiiieeniiee it 47.8 40.9 81.2 83.3 89.1
Cost of materialS..................... (1,680.4) (1,463.6) | (3,009.6) (2,571.4) (2,747.3)
Personnel expenses ................. (746.5) (708.4) | (1,438.9) (1,272.1) (1,272.2)
Other operating expenses (410.0) (400.6) (741.3) (668.9) (636.2)
Earnings before interest, tax, depreciation and amortization
(EBITDA) ..ot 582.2 518.0 1,1155  1,052.1  1,269.0
Depreciation and amortization . (109.9) (94.9) (211.5) (165.7) (170.5)
Earnings before interests and taxes (EBIT)............................ 472.3 423.1 904.0 886.4 1,098.6
Earnings before taxes...............cccccvvvviiiiiiiiiiiiiiiieeeeee e 430.5 388.7 852.5 841.3  1,048.0
NELINCOMIE ...t e e e e e e e e e e e e e e 307.0 269.6 587.2 567.2 710.7




Selected Financial Information from the Consolidated Statement of Financial Position

The following table shows selected information from our consolidated statement of financial position as of

June 30, 2018, and as of December 31, 2017, 2016 and 2015:

As of June 30, As of December 31,

(in EUR million) 2018 2017 2016 2015
(unaudited) (audited)

Assets
Intangible assets and goodwill 552.6 540.5 484.5 333.7
Property, plant and equipment 1,099.8 1,1164  1,0994  1,0149
Deferred tax assets..........ccoeeeeeeeeeennn. 107.4 85.0 115.6 137.1
Non-current assets .......................... 1,923.5 1,870.1 1,815.2 1,513.1
01N 1 1H0) 4 (N 831.6 748.8 611.1 625.5
Trade accounts reCeivables............uuuuiieiieiiiiiiiiiiiiee e 1,420.4 1,147.9 971.4 947.3
Cash and cash equivalents 1,551.3 1,600.0 1,720.8 1,360.5
CUITENE ASSEES ......uvvvviiiiiiiiiiiiiiiieeeeeee e e e e ee e e e e e e e e e e e e e e e e e e e e e e e e aeeaeaees 4,141.3 3,857.3 3,619.9  3,201.6
TOAl ASSELS.......uvviiiiiiiiiiiiiiieeeeeeeee et e e e e e e e e e e e e e e e e e e e e e e nenaees 6,064.8 57274 54351  4,714.7
Equity
Equity attributable to the shareholders of Knorr-Bremse AG ............ 1,222.6 1,847.8 1,8134 1,684.0
EQUILY ..o 1,308.5 1,995.7 1,965.9 1,838.1
Liabilities
Financial Habilities ...........uueuiuiiiiiiiiiiiiiiiiiiieieieeieeeeeee e e e e e e e e e e e e eeeeeeeae e 1,496.1 738.7 756.3 261.9
Non-current liabilities..........................cooooiiiiiii e, 2,220.6 1,427.9 1,472.5 973.8
Trade accounts payables..........cccooviiiiiiiiiiiiiiiiiiii e 1,042.7 894.1 754.5 727.0
Financial Habilities ........ccerouvriiieeeiiiiiiieeeeeeiieee e e e e e 671.0 571.0 531.3 490.7
Other liabilities............vvvvvvvvvreerieeenns 148.6 269.4 285.5 271.0
Current liabilities 2,535.7 2,303.8 1,996.6 1,902.8
LAabilities .........coooe e 4,756.3 3,731.7 3,469.2  2,876.6
Total Equity and Liability....................cccccciiiii e 6,064.8 57274 54351 4,714.7

Selected Financial Information from the Consolidated Statement of Cash Flow

The following table shows selected data from our consolidated statement of cash flows for the six-month periods
ended June 30, 2018 and June 30, 2017, and for the fiscal years 2017, 2016 and 2015:

For the six-month period
ended June 30, For the fiscal year
(in EUR million) 2018 2017 2017 2016 2015
(unaudited) (audited)
Cash flow from operating activities.............................o... 249.1 200.1 679.9 769.2 959.5
Cash flow from investing activities......................ccccoen. (81.9) (173.9) (279.8) (448.2) (302.6)
Cash flow from financing activities
Proceeds from loans and borrowings ..............eeeeevriiieeeeinnnnnnne 744.8 1.8 3.0 498.7 17.6
Cash flow from financing activities .....................ccccoeenne... (301.1) (480.1) (460.1) 41.2 (406.1)
Cash flow changes .............cccccceviiiiiiniiiiiii e (133.9) (453.8) (60.0) 362.1 250.7
Net change in cash funds................... (109.5) (502.6) (132.2) 371.7 272.1
Cash funds at the end of the period 1,469.4 1,208.4 1,578.8 1,711.0 1,339.3




Selected Other Key Financial and Operating Data for the Group, by Segment and Geographical Region

The following tables show selected other financial and

operating data for the Group and our operating segments

for the six-month periods ended June 30, 2018 and June 30, 2017, as well as for the fiscal years 2017, 2016 and
2015, respectively. Certain of the following figures, and financial measures are not presented in accordance with

IFRS or any other generally accepted accounting pri

nciples. These non-IFRS measures are defined by our

management and may not be comparable to similar measures used by other companies.

For the six-month period
ended June 30, For the fiscal year
(in EUR million, unless otherwise indicated) 2018 2017 2017 2016 2015
(unaudited) (unaudited, unless otherwise
indicated)
REVENUES ... 3,322.2 2,976.0 6,153.5  5471.3"  5,823.5%
by segment)
thereof Rail Vehicle SyStems .........ceeveeeiiniiiiieiiinniineeennn. 1,744.2 1,549.4 3,260.1 2,978.7 3,331.0
thereof Commercial Vehicle Systems .........ccccceeeeevniiineeenn. 1,577.3 1,427.3 2,890.6 2,493.0 2,491.8
by region
thereof Europe/Africa.... 1,505.1 3,076.4 2,677.0 2,567.9
thereof Asia-Pacific....... 775.7 1,690.4 1,553.7 1,788.9
thereof NOrth AMETiCa......c..vvvveeeiiiiiiiiieeiiiieee e 650.6 1,294.0 1,141.0 1,366.6
thereof South AMETICA.......vvviiiiiiiiiiiieieeiiiieee e 44.6 92.8 99.5 100.1
Revenues growth (in %0) ......ccevvvveeiiiiiiiiiiiiiiiiiceeeieee e n/a 12.5 (6.0) 11.6
Aftermarket Sales Share (in % of revenues) (based on German
GAAP data) D ... ccocuiiiiiiiiiiiiiit e 333 35.9 35.3 36.0 33.4
thereof Rail Vehicle Systems (in % of revenues attributable
to Rail Vehicle Systems)@.......cccovriiiieieiiiiiiiiieeeiiiiieeeeene 40.1 43.4 41.7 40.7 36.1
thereof Commercial Vehicle Systems (in % of revenues
attributable to Commercial Vehicle Systems)®................... 25.8 27.7 27.9 30.2 29.8
EBITDAM:G) ittt 582.2 518.0 1,115.5  1,052.1  1,269.0)
thereof Rail Vehicle Systems ...........cccccoevvviiiiiiiinniiiinnennn. 3222 276.1 639.3 624.0 797.3
thereof Commercial Vehicle Systems ...........ccccceevieeeninen. 259.6 242.8 503.7 425.7 468.1
EBITDA-margin (in % of revenues)®.........occovvveeeennniineeeennn. 17.5 17.4 18.1 19.2 21.8
thereof Rail Vehicle Systems................ 18.5 17.8 19.6 20.9 239
thereof Commercial Vehicle Systems ... 16.5 17.0 17.4 17.1 18.8
EBITO: @) i 472.3 423.1 904.0¢ 886.4  1,098.6)
thereof Rail Vehicle Systems ...........cccccoevvviiiiiiiinniiiinnennn. 259.7 219.9 5233 547.6 724.0
thereof Commercial Vehicle Systems ...........cccccceevieeennnen. 218.8 210.6 421.5 357.8 398.0
EBIT-margin (in % of revenues)® ..........ccccouvuviieeeennniinieeennn. 14.2 14.2 14.7 16.2 18.9
thereof Rail Vehicle SyStems ........ccevveeeiinniiieeiiinniineeennn. 14.9 14.2 16.1 18.4 21.7
thereof Commercial Vehicle Systems........... 13.9 14.8 14.6 14.4 16.0
Net Working Capital (as of the balance sheet
date)® 1,014.9 n/a 782.0 719.3 709.7
Net Financial Cash©® .........cc.ccceoviiiiiiiiiiiniiieiiccec e (8.2) n/a 836.1 969.4 1,093.9
Cash flow from operating activities 249.1 200.1 679.9 769.20 959.5
Free Cash FIOWD) ........uiiiiiiiiiiiiiiii e 150.2 114.0 450.0 5229 723.2
Cash Conversion Ratio (in %)®)........cccoeeeiiiiiiiiiiiieeeeeeieiiinnn. 48.9 42.3 76.6 92.2 101.8
Capital EXpenditures® ...........cccoovviiiiiiiiiniiiieeeenniiieeeee s (98.9) (86.2) (229.9) (246.3) (236.3)
Equity Ratio (in %)10) ......oiiiiiiiiiiiic e 21.6 n/a 34.8 36.2 39.0
Return on Capital Employed (ROCE) (in %)V ........c.cuveeeee. 17.7 n/a 37.1 38.5 534

* Audited.

M The financial data in our segment reporting is ba

sed on data derived from German GAAP data and includes

reconciliation to IFRS figures. Segment revenues are calculated as a sum of revenues of reportable segments and
revenues of reconciliation to IFRS according to information on reportable segments.




@

3)

)

)

Aftermarket Sales (secondary market) comprise all revenues of products and services (e.g., spare parts, overhaul) not
related to a new original equipment market business products and are based on data derived from German GAAP
data and may therefore deviate from and not be comparable to data based on IFRS presented elsewhere in the
Prospectus. Aftermarket Sales Share is calculated, on a group level, as the percentage of total revenues (based on
German GAAP data) and, on a segment level, as the percentage of revenues of the respective segment (based on
German GAAP data). The following table shows, for the periods indicated, revenues based on German GAAP data
taken or derived from the respective statutory financial statements or our accounting records:

For the six-month period

ended June 30, For the fiscal year
(in EUR million, unless indicated otherwise) 2018 2017 2017 2016 2015
(unaudited) (unaudited)
Revenues (based on German GAAP data).................... 3,347.1 3,045.4 6,235.7 5,494.3 5,830.6
thereof Rail Vehicle Systems .........cocccovviiiinniiiiiiennn. 1,749.6 1,596.9 3,325.2  2,990.3 3,341.1
thereof Commercial Vehicle Systems................... 1,597.5 1,448.5 2,928.0 12,5232 2491.8
Aftermarket Sales (based on German GAAP data) ... 1,113.9 1,095.1 22042 1,980.2 1,947.6
thereof Rail Vehicle Systems ..........ccccvveeeeernnnns 701.0 693.7 1,387.2  1,2184  1,204.7
thereof Commercial Vehicle Systems ...........ccccueeeeenn. 412.9 401.4 817.0 761.9 742.9
Aftermarket Sales Share (in % of revenues) (based on
German GAAP data)..........ooovvvviiiieeeeiiiiiiiceeee e, 33.3 359 35.3 36.0 334
thereof Rail Vehicle Systems (in % of revenues
attributable to Rail Vehicle Systems)...........cccccueeeennee. 40.1 43.4 41.7 40.7 36.1
thereof Commercial Vehicle Systems (in % of
revenues attributable to Commercial Vehicle
SYSTEIMIS) ettt ettt e e 25.8 27.7 27.9 30.2 29.8

Earnings before interest, tax, depreciation and amortization (EBITDA) is defined as net income/loss before taxes on
income, other financial result, interest expenses, interest income, as well as depreciation and amortization.
EBITDA-margin is calculated, on a group level, as the percentage of revenues and, on a segment level, as the

percentage of revenues of the respective segment.

The following table shows, for the periods indicated, a reconciliation of EBITDA to net income:

For the six-month period

ended June 30, For the fiscal year

(in EUR million) 2018 2017 2017 2016 2015
(unaudited) (audited)

Earnings before interest, tax, depreciation and
amortization (EBITDA) .............cccooiiiiiiiiiiiiiiiiiiiieeees 582.2 518.0 1,115.5 1,052.1 1,269.0
Depreciation and amortization .............eeeeeerrneiiereeeinnnnnne (109.9) (94.9) (211.5) (165.7)  (170.5)
EBIT ..o 472.3 423.1 904.0 886.4 1,098.6
Interest income....... 11.2 11.9 24.0 19.2 21.7
Interest expenses (18.2) (21.3) (38.8) (28.7) (29.2)
Other financial result...........ccoooieiiiiiiiiiiiiiiiiiiieeeeeeeeees (34.8) (24.9) (36.8) (35.7) (43.1)
Taxes ON INCOME.......uueeeeeiiiiiiiiiiieeeee e (123.5) (119.1) (265.2) (274.1) (337.4)
NetinCOME .........oooeiiiiiiiiiiiee e 307.0 269.6 587.2 567.2 710.7

Earnings before interests and taxes (EBIT) is defined as net income/loss before taxes on income, other financial
result, interest expenses and interest income. EBIT-margin is calculated, on a group level, as the percentage of
revenues and, on a segment level, as the percentage of revenues of the respective segment.

The following table shows, for the periods indicated, a reconciliation of EBIT to net income:

For the six-month period

ended June 30, For the fiscal year
(in EUR million) 2018 2017 2017 2016 2015
(unaudited) (audited)

Earnings before interest and taxes (EBIT).................. 472.3 423.1 904.0 886.4 1,098.6
Interest iNCOME .........uuuieeeeiiiiiiiiieeee e 11.2 11.9 24.0 19.2 21.7
INEEIeSt EXPEINSES . cuuvivriieeeiiiiiieeee ettt e e e et e e e e (18.2) (21.3) (38.8) (28.7) (29.2)
Other financial result (34.8) (24.9) (36.8) (35.7) (43.1)
Taxes on income (123.5) (119.1) (265.2) (274.1) (337.4)
NetinCoOmMe ............ooooiiiiiiiiiiiiiiieeee e 307.0 269.6 587.2 567.2 710.7

Net Working Capital is defined as the balance of inventories, trade accounts receivables, receivables from
construction contracts, trade accounts payables, liabilities from construction contracts and prepayments received.
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Net Financial Cash is calculated by subtracting financial liabilities, consisting of current financial liabilities and
non-current financial liabilities (each consisting of liabilities to banks, bond liabilities and lease liabilities), from cash
and cash equivalents.

Free Cash Flow is defined as cash flow from operating activities less Capital Expenditures (as defined in footnote 9
below).

Cash Conversion Ratio is defined as Free Cash Flow divided by net income/loss.

Capital Expenditures are defined as payments made for the purchase of property, plant and equipment and intangible
assets.

Equity Ratio is calculated as equity divided by equity and liabilities (balance sheet total).

Return on Capital Employed (ROCE) is defined as EBIT divided by capital employed (sum of property, plant and
equipment, intangible assets and Net Working Capital).

Significant changes to Recent Developments
the issuer’s financial
position and operating
results.

In June and July 2018, we entered into a cooperation agreement with
Continental Automotive GmbH. With this cooperation, we aim to become a
leading Tier-1 supplier for highly automated driving components and
systems in our addressable Commercial Vehicle Systems market. Also in
June 2018, we signed a know-how transfer and back licensing agreement
with certain affiliates of Federal Mogul Holdings LLC for the acquisition of
know-how for the development and production of products in the area of rail
friction components and related technologies. Thus, we are further
reinforcing our systems expertise and investing in new and improved
customer-oriented products. The simulation business in the Rail Vehicles
Systems segment, Sydac Pty Ltd, was sold in July 2018 to Oktal, Société par
actions simplifiée. The divesture of Sydac is part of a realignment of our
portfolio in the Rail Vehicle Systems segment and reflects our increased
focus on connected onboard railway subsystems and related services.
Furthermore, we continued the disposal of the so-called Blueprint group of
companies comprising certain portions of our Rail Vehicle maintenance
business in Sweden and the UK. We entered into an agreement in August
2018 to sell our U.K. Rail Vehicle business, comprising Knorr-Bremse
RailServices (UK) Limited and Kiepe Electric Limited, to mutares
Holding-25 AG. With this step, we are continuing our ongoing efforts to
realign our strategic focus on core competencies as a key supplier for the
railway industry, offering subsystems, components and all related services.

On August 30, 2018, the Supervisory Board appointed Dr. Jiirgen Wilder as
a member of the executive board of the Company (the “Executive Board”).
Dr. Wilder’s term is scheduled to run from September 1, 2018 until
August 31, 2021. Upon commencing his term of office, Dr. Wilder assumed
responsibility for the Rail Vehicle Systems segment.

With effect from August 31, 2018, Mr. Georg Hirter resigned from his office
as member and chairman of the supervisory board of the Company (the
“Supervisory Board”). On August 29, 2018, and with effect from
September 1, 2018, Prof. Klaus Mangold has been elected as a member of
the Supervisory Board. On August 29, 2018, he was also elected as chairman
of the Supervisory Board.

Six-Month Periods Ended June 30, 2018 and June 30, 2017

In the six-month period ended June 30, 2018, our revenues increased by
EUR 346.2 million, or 11.6%, to EUR 3,322.2 million from
EUR 2,976.0 million in the six-month period ended June 30, 2017. This
increase was due to an increase in revenues in both our Rail Vehicle Systems
segment, as well as our Commercial Vehicle Systems segment. The revenues
growth in both segments was almost entirely organic, since the most recent
acquisition in our Rail Vehicle Systems segment — Kiepe Electric — was
acquired in February 2017. Revenues for the six-month period ended
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June 30, 2017 would have been EUR 12.3 million higher if Kiepe Electric
had been acquired in January 1, 2017.

In our Rail Vehicle Systems segment, revenues increased by
EUR 194.8 million, or 12.6%, to EUR 1,744.2 million in the six-month
period ended June 30, 2018, compared to EUR 1,549.4 million in the
six-month period ended June 30, 2017. This increase was primarily due to
the strong performance in the mass transit and rail service business in China,
as well as in India. In addition, brake and on-board sales in Europe and the
passenger and freight business in North America positively contributed to the
Rail Vehicle Systems segment’s increase in revenues.

In the six-month period ended June 30, 2018, Commercial Vehicle Systems
segment revenues increased by EUR 150.0 million, or 10.5%, to
EUR 1,577.3 million from EUR 1,427.3 million in the six-month period
ended June 30, 2017. This increase was mainly attributable to a strong OE
performance based on a further increase of the global truck production rates,
in addition to stronger market penetration in North America. In Asia, an
adoption of new technologies, mainly in China, further contributed to the
increase in revenues in the Commercial Vehicle Systems segment.

On a regional basis, our revenues in Europe/Africa increased by
EUR 147.6 million, or 9.8%, from EUR 1,505.1 million in the six-month
period ended June 30, 2017, to EUR 1,652.6 million in the six-month period
ended June 30, 2018, which constituted 49.7% of our total revenues (50.6%
in the six-month period ended June 30, 2017). This increase was, in
particular, attributable to the aforementioned higher brake and on-board
sales.

In the Asia-Pacific region, revenues increased by EUR 160.9 million, or
20.7%, from EUR 775.7 million in the six-month period ended June 30,
2017, compared to EUR 936.6 million in the six-month period ended
June 30, 2018, which constituted 28.2% of our total revenues (26.1% in the
six-month period ended June 30, 2017). This increase was primarily due to
the growth in China in both operating segments, as well as rail business in
India.

Our revenues in the North America region increased by EUR 30.6 million, or
4.7%, from EUR 650.6 million in the six-month period ended June 30, 2017,
to EUR 681.2 million in the six-month period ended June 30, 2018, which
constituted 20.5% of our total revenues (21.9% in the six-month period
ended June 30, 2017). This increase was mainly a result of the
aforementioned strong development of the OE performance as a result of a
further increase of the global truck production rates, in addition stronger
market penetration in North America, as well as a favorable sales
development in the rail passenger and freight business.

In our South America region, revenues increased by EUR 7.2 million, or
16.2%, from EUR 44.6 million in the six-month period ended June 30, 2017,
to EUR 51.8 million in the six-month period ended June 30, 2018, which
constituted 1.6% of our total revenues (1.5% in the six-month period ended
June 30, 2017). The main reason for this increase was a further recovery of
the Commercial Vehicles Systems market in this region.

In the six-month period ended June 30, 2018, our earnings before interest,
tax, depreciation and amortization (EBITDA) increased by
EUR 64.2 million, or 12.4%, to EUR 582.2 million from EUR 518.0 million
in the six-month period ended June 30, 2017.

Our EBITDA increased at a rate higher than the 11.6% increase in revenues
primarily due to increased other operating income at 16.9%, which were only
partially offset, in particular, by the 14.8% higher cost of materials in the
six-month period ended June 30, 2018.
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In our Rail Vehicle Systems segment, EBITDA increased by
EUR 46.1 million, or 16.7%, to EUR 322.2 million in the six-month period
ended June 30, 2018, compared to EUR 276.1 million in the six-month
period ended June 30, 2017. This increase was primarily due to the higher
segment revenues, whereby, additionally, we also benefited from a positive
regional mix, mainly reflecting the revenues contribution from China.

In the six-month period ended June 30, 2018, the Commercial Vehicle
Systems segment reported an increase in EBITDA by EUR 16.8 million, or
6.9%, to EUR 259.6 million from EUR 242.8 million in the six-month period
ended June 30, 2017. This increase was mainly attributable to the revenues
growth in all regions based on the globally positive development of truck
production rates and, thus, an increase in our OE business.

In the six-month period ended June 30, 2018, our net income increased by
EUR 37.4 million, or 13.9%, to EUR 307.0 million from EUR 269.6 million
in the six-month period ended June 30, 2017. Thereof, profit attributable to
the shareholders of Knorr-Bremse AG increased by EUR 47.2 million, or
20.0%, to EUR 283.5 million in the six-month period ended June 30, 2017,
from EUR 236.4 million in the six-month period ended June 30, 2017. Profit
attributable to non-controlling interests decreased by EUR 9.8 million, or
29.5%, to EUR 23.5 million in the six-month period ended June 30, 2018,
from EUR 33.3 million in the six-month period ended June 30, 2017. Profit
attributable to non-controlling interests related to the minorities of
Knorr-Brake Holding Corporation, Delaware, USA, and Knorr-Bremse
CARS LD Co. Ltd., Daxing, China, in the six-month periods ended June 30,
2017 and June 30, 2018. In April 2018, all non-voting preference shares in
Knorr-Brake Holding Corporation, Delaware, USA, were repurchased and
cancelled. The purchase price of EUR 130.6 million also covered the
dividend rights of the previous shareholder Ursus with effect as of January 1,
2018. Therefore, the profit attributable to non-controlling interests
attributable to Knorr-Brake Holding Corporation, Delaware, USA, decreased
to zero in the six-month period ended June 30, 2018.

The increase in net income was mainly due to the increased earnings before
taxes. As a slight counter-effect, taxes on income increased by
EUR 4.4 million, or 3.7%, from EUR (119.1) million in the six-month period
ended June 30, 2017, to EUR (123.5) million in the six-month period ended
June 30, 2018, primarily as a result of the increase of earnings before taxes.

The nominal tax rate amounted to 32.8% in the six-month period ended
June 30, 2018. In accordance with TAS 34, the calculation of the Group’s
income taxes for the six-month period ended June 30, 2018, was based on the
expected effective tax rate for the full year of 29.0% (six-month period ended
June 30, 2017: 31.1%). The difference to the nominal tax rate was mainly
due to lower local tax rates in comparison to the nominal tax rate on Group
level, permanent differences resulting from tax corrections, as well as the
non-capitalization of deferred tax assets on current year losses and loss carry-
forwards, which were deemed to be not recoverable.

Fiscal Year 2017 and Fiscal Year 2016

In the fiscal year 2017, our revenues increased by EUR 682.3 million, or
12.5%, to EUR 6,153.5 million from EUR 5,471.3 million in the fiscal year
2016. The increase was due to an increase in revenues in both the
Commercial Vehicle Systems segment and the Rail Vehicle Systems
segment, which was partially offset by the negative impact of a change in
foreign exchange rates.
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In our Rail Vehicle Systems segment, revenues increased by
EUR 281.4 million, or 9.4%, to EUR 3,260.1 million in the fiscal year 2017
compared to EUR 2,978.7 million in 2016 supported by growth from all
regions, except for South America. The increase resulted from a largely
positive development in the worldwide Rail Vehicle Market. In the Europe/
Africa region, the market moved slightly ahead of the previous year, while in
Asia-Pacific it remained stable with positive developments in the Indian
passenger market. Growth was generated by investments in the North
American passenger transportation sector, with for example a new high-
speed project, whereas our revenues in South America — due to the state of
the Brazilian economy — slightly declined. In addition, the acquisition of
Kiepe Electric in February 2017 added EUR 180.5 million to our revenues in
the fiscal year 2017, whereas it did not contribute to our revenues in the
fiscal year 2016.

In 2017, Commercial Vehicle Systems segment revenues increased by
EUR 397.6 million, or 16.0%, to EUR 2,890.6 million from
EUR 2,493.0 million in 2016. This increase was primarily due to a positive
development in the global commercial vehicle market as well as in the
majority of the regional markets in which we operate. The increase was
largely attributable to a sharp increase in truck production rates and the
corresponding increase of revenues in China. Additionally, the truck and
trailer business in North and South America accelerated in the year under
review, while business in Europe remained buoyant. In March 2017, we
acquired Bosch Japan’s TRS business for on-highway vehicles, which also
contributed to the increase in our revenues in 2017, whereas this business did
not contribute to our revenues in the previous period. A further contribution
to growth came from the acquisition of G.T. Group Ltd., Peterlee, UK. (“GT
Group”), which we consolidated beginning on July 5, 2016, i.e., revenues
attributable to this business amounted to EUR 26.2 million in the last
approximately six months of 2016 compared to EUR 57.0 million that would
have been recorded for the entire fiscal year 2016 if the business had been
acquired on January 1, 2016. Additionally, the acquisition of tedrive Steering
Systems GmbH, Wiilfrath, Germany (“tedrive Group”), with effect as of
September 1, 2016 resulted in EUR 28.9 million additional revenues through
initial revenues contributions for four months. If the acquisition had taken
place at the beginning of the year, the tedrive Group would have contributed
EUR 83.7 million in 2016.

On a regional basis, our revenues in FEurope/Africa increased by
EUR 399.3 million, or 14.9%, from EUR 2,677.0 million in 2016, to
EUR 3,076.4 million in 2017 which constituted 50.0% of our Group’s
consolidated total revenues (2016: 48.9%). This increase was, in particular,
attributable to revenues growth in the Commercial Vehicle Systems segment
in Europe. This was due in particular to the expansion of our new fields of
activity: Engine Air, Steering Systems, and Transmission Control. In
addition, a stable level of incoming orders from the European passenger and
freight transportation sectors supported the revenues in the Europe/Africa
region, which was also driven by revenues growth in our Rail Vehicle
Systems segment. The RailServices aftermarket business also showed
positive development. While original equipment manufacturer (“OEM”)
business in Germany and the UK showed clear growth, in Turkey it declined.
Additionally, revenues for Kiepe Electric was for the first time included in
the Europe/Africa region.

In the Asia-Pacific region, revenues also increased by EUR 136.7 million, or
8.8%, from EUR 1,553.7 million in the fiscal year 2016 compared to
EUR 1,690.4 million in 2017, which constituted 27.5% of our Group’s
consolidated total revenues (2016: 28.4%). This was, in particular, due to a
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positive development in the commercial vehicle market in China. In China,
we benefited from the resurgent high-speed train and locomotive market,
while in Australia we secured a share of several mass transit projects and
India also contributed to the growth. India Railways commissioned vehicle
manufacturer ICF Chennai with the development and production of a new
multiple unit rail vehicle, for which Knorr-Bremse India is to supply brake
systems as well as automated plug sliding doors with sliding steps.

Our revenues in the North America region increased by EUR 153.0 million,
or 13.4%, from EUR 1,141.0 million in the fiscal year 2016 to
EUR 1,294.0 million in the fiscal year 2017, which constituted 21.0% of our
Group’s consolidated total revenues (2016: 20.9%). This increase was
primarily due to dynamic growth in the Commercial Vehicle Systems
segment in North America which, in particular, benefited from two trends:
(i) truck manufacturers adopted an increased content per vehicle in advanced
collision mitigation systems as standard; and (ii) air disc brakes increasingly
replaced drum brakes as the standard on all axles. Other reasons for the
increase were the expansion of mass-transit networks and the improving
freight market in North America.

In our South America region, revenues decreased by EUR 6.7 million, or
6.8%, from EUR 99.5 million in the fiscal year 2016 to EUR 92.8 million in
the fiscal year 2017, which constituted 1.5% of the consolidated total
revenues (2016: 1.8%). The main reasons for the decline were lower
revenues in the South American rail vehicle sector due to the crisis-hit
Brazilian economy.

In the fiscal year 2017, our earnings before interest, tax, depreciation and
amortization (EBITDA) increased by EUR 63.4 million, or 6.0%, to
EUR 1,115.5 million from EUR 1,052.1 million in the fiscal year 2016.

This was mainly due to increased EBITDA in our Commercial Vehicle
Systems segment as a result of increasing revenues, mainly due to a
favorable development of original equipment sales due to a globally stronger
truck production rate. Our EBITDA, however, increased at a rate slower than
the 12.5% increase in revenues primarily due to cost of materials increasing
at 17.0%, which has only been partially offset by a slower growth in other
operating expenses, despite the extraordinary expenditures in the context of
the attempted Haldex AB acquisition, the conversion of the Group
accounting to IFRS, the preparation for the initial public offering of the
Company and the loss from the Russian lease contract. Additionally, changes
in foreign exchange rates negatively affected our EBITDA in 2017 in a low
double digit million euro amount.

In our Rail Vehicle Systems segment, EBITDA increased by
EUR 15.4 million, or 2.5%, to EUR 639.3 million in the fiscal year 2017
compared to EUR 624.0 million in 2016. The small increase was primarily
due to sales driven profit contribution, which was partially offset by the
negative profit contribution caused by first-time consolidation of Kiepe
Electric.

In 2017, the Commercial Vehicle Systems segment reported an increase in
EBITDA by EUR 78.0 million, or 18.3%, to EUR 503.7 million from
EUR 425.7 million in 2016. This was primarily due to revenues growth in all
regions generating additional profit contribution.

In the fiscal year 2017, our net income increased by EUR 20.1 million, or
3.5%, to EUR 587.2 million from EUR 567.2 million in the fiscal year 2016.
Thereof profit attributable to the shareholders of Knorr-Bremse AG
increased by EUR 9.2 million, or 1.7%, to EUR 535.5 million in the fiscal
year 2017 from EUR 526.3 million in the fiscal year 2016 and profit
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attributable to non-controlling interests increased by EUR 10.9 million, or
26.7%, to EUR 51.7 million in the fiscal year 2017 from EUR 40.8 million in
the fiscal year 2016. Profit attributable to non-controlling interests related to
the minorities of Knorr-Brake Holding Corporation, Delaware, USA, and
Knorr-Bremse CARS LD Co. Ltd., Daxing, China, in the fiscal year 2017
and the fiscal year 2016. The increase in profit attributable to non-controlling
interests was mainly related to the minorities of Knorr-Bremse CARS LD
Co. Ltd., Daxing, China, in Knorr-Bremse which benefited from the
revenues growth in China.

The increase was mainly due to the increased earnings before taxes and a
lower effective tax rate in the amount of 31.1% in the fiscal year 2017
compared to 32.6% in the fiscal year 2016 mainly attributable to
international tax law reforms, for example in the USA and in France, and the
fact that deferred tax charges increased by EUR 7.2 million to
EUR 13.6 million in the fiscal year 2017 compared to EUR 6.3 million in the
previous year 2016. Accordingly, taxes on income decreased by
EUR 8.9 million, or 3.2%, from EUR (274.1) million in the fiscal year 2016
to EUR (265.2) million in the fiscal year 2017.

Fiscal Year 2016 and Fiscal Year 2015

In the fiscal year 2016, our revenues decreased by EUR 352.3 million, or
6.0%, to EUR 5,471.3 million from EUR 5,823.5 million in the fiscal year
2015, mainly due to a decrease of revenues in our Rail Vehicle Systems
segment. Furthermore, foreign exchange rate fluctuations had a negative
effect on our revenues in the fiscal year 2016.

The main reason for this decrease was a decline of revenues in our Rail
Vehicle Systems segment, which decreased by EUR 352.3 million, or 10.6%,
to EUR 2,978.7 million in the fiscal year 2016 compared to
EUR 3,331.0 million in 2015. This decrease reflected a temporary decline in
the worldwide demand for rail vehicles. The dominant factors in the year
under review were a more volatile development of the global economy
coupled with slow market growth, particularly in China and North America.
Specifically, following extraordinarily strong growth in 2014 and 2015,
demand for high-speed trains and locomotives in China normalized to more
sustainable annual volumes. In addition, a cyclical slowdown in the freight
car and locomotive business in North America affected revenues
development. Through further expansion of our business relating to
commuter rail and RailServices in these markets, we were able to partly
offset the resultant decline in revenues.

In contrast, the Commercial Vehicle Systems segment remained stable with a
marginal increase in revenues by EUR 1.1 million, or 0.0%, from
EUR 2,491.8 million in the previous year to EUR 2,493.0 million in 2016.
While the global commercial vehicle market in the year under review
showed an overall modest upswing, the truck and trailer business in Europe
and Asia showed progress and offset the cyclical market volatility in North
America. In 2016, the disc brake and electronic brake systems product
segments were the key sales drivers for the Commercial Vehicle Systems
segment in Europe. Among other things, we were able to build on its leading
market position in the brake control segment. In addition, in the aftermarket
sector, we introduced the TruckServices brand in 2016 that brings together
our services for this segment and aims to offer reliable and economical
diagnostics, maintenance, and repair solutions for any commercial vehicle,
irrespective of model and age. Furthermore, the increase was to some extent
due to several acquisitions in 2016. In July 2016, we acquired GT Group
which as of July 2016 contributed to our revenues, whereas it did not
contribute to our revenues in the fiscal year 2015. As a consequence, the
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acquisition positively impacted our revenues as there was a revenues
contribution from the acquired business of EUR 26.2 million in 2016.
Furthermore, the acquisition of tedrive Group with effect as of September 1,
2016 resulted in additional revenues through initial revenues contributions
for four months amounting to EUR 28.9 million, whereas it also did not
contribute to our revenues in 2015.

On a regional basis, our revenues in Europe/Africa increased by
EUR 109.1 million, or 4.2%, from EUR 2,567.9 million in 2015, to
EUR 2,677.0 million in 2016, which constituted 48.9% of our Group
consolidated total revenues (2015: 44.1%). This increase was due primarily
to rail vehicle market growth in the UK as large-scale projects were ramped
up, whereas the market volume remained largely unchanged year-on-year in
Germany, France, and the Scandinavian countries. Furthermore, Russia/CIS
stabilized in the course of the year following a decline in 2015. The
European commercial vehicle market was able to compensate for the
moderate decline in output in Eastern Europe through higher production
volumes for Western Europe.

These positive effects were offset by a decrease of revenues in the Asia-
Pacific region by EUR 235.2 million, or 13.1%, from EUR 1,788.9 million in
2015, to EUR 1,553.7 million in 2016 which constituted 28.4% of our Group
consolidated total revenues (2015: 30.7%). The main reason for this decline
was the normalization in the Chinese rail vehicle market in 2016. This
negative development was partly offset by growth in the metro sector in
China, as well as in the Indian market, where demand for locomotives also
increased.

In addition, in 2016, revenues in our North America region fell by
EUR 225.6 million, or 16.5%, to EUR 1,141.0 million compared to
EUR 1,366.6 million in 2015, contributing 20.9% of our Group consolidated
total revenues (2015: 23.5%). This decrease was partly attributable to a
marked downturn in the rail freight sector due in part to the large investments
in rolling stock over the prior few years creating a surplus of vehicles as
demand declined. At the same time, the North American rail vehicle systems
mass-transit market continued to grow, leading to positive development in
the passenger sector. We also experienced negative developments in the
commercial vehicle market in North America. In general, market demand
shifted away from standard tractor units and towards special-purpose
vehicles.

Furthermore, in 2016, revenues in our South America region decreased by
EUR 0.6 million, or 0.6%, from EUR 100.1 million in the fiscal year 2015 to
EUR 99.5 million, which constituted 1.8% of our Group consolidated total
revenues in 2016 (2015: 1.7%). The main reason for this slight decline was
the remaining low level of the rail vehicle sector and truck production due to
the continuing political and economic crisis in Brazil, which also impacted
demand in neighboring countries.

In the fiscal year 2016, our earnings before interest, tax, depreciation and
amortization (EBITDA) decreased by EUR 216.9 million, or 17.1%, to
EUR 1,052.1 million from EUR 1,269.0 million in the fiscal year 2015.

The main reason for this decrease of our EBITDA was the normalization of
high margin high speed train sales in China in the Rail Vehicle Systems
segment in 2016, which had accounted for an extraordinarily high profit
contribution in 2015. Furthermore, volume effects from the Chinese high-
speed rail business affected our operating results. Additionally, changes in
foreign exchange rates negatively affected our EBITDA in a low double digit
million euro amount, in particular due to the moderate recovery of the Euro
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B.8

B.9

B.10

B.11

Selected key pro
forma financial
information.

Profit forecast or
estimate.

Qualifications in the
audit report on the
historical financial
information.

Insufficiency of the
issuer’s working
capital for its present
requirements.

Securities

A description of the
type and the class of
the securities being
offered and/or
admitted to trading,
including any security

identification number.

against important currencies for the Group, primarily the U.S. Dollar and the
Chinese Yuan.

In our Rail Vehicle Systems segment, EBITDA decreased by
EUR 173.3 million, or 21.7%, to EUR 624.0 million in the fiscal year 2016
compared to EUR 797.3 million in 2015 mainly as a result of
abovementioned normalization of high-speed train sales in China.

In our Commercial Vehicle Systems segment, EBITDA decreased by
EUR 42.4 million, or 9.1%, to EUR 425.7 million in the fiscal year 2016
from EUR 468.1 million in 2015. This was primarily due to higher other
operating expenses, only partly offset by favorable developments in the
material and personnel expense ratios in the Commercial Vehicle Systems
segment.

In the fiscal year 2016, our net income decreased by EUR 143.5 million, or
20.2%, to EUR 567.2 million from EUR 710.7 million in the fiscal year
2015. Thereof profit attributable to the shareholders of Knorr-Bremse AG
decreased by EUR 126.4 million, or 19.4%, to EUR 526.3 million in the
fiscal year 2016 from EUR 652.8 million in the fiscal year 2015 and profit
attributable to non-controlling interests decreased by EUR 17.1 million, or
29.5%, to EUR 40.8 million in the fiscal year 2016 from EUR 57.9 million in
the fiscal year 2015. Profit attributable to non-controlling interests related to
the minorities of Knorr-Brake Holding Corporation, Delaware, USA, and
Knorr-Bremse CARS LD Co. Ltd., Daxing, China, in Knorr-Bremse in the
fiscal year 2016 and the fiscal year 2015. The decrease is mainly related to
the aforementioned normalization of high-speed rail sales in China in the
Rail Vehicle Systems segment after the peak in 2015 which affected the
minorities of Knorr-Bremse CARS LD Co. Ltd., Daxing, China.

While the effective tax rate increased slightly from 32.2% in 2015 to 32.6%
in 2016, the decline in net income was mainly due to the decreased earnings
before taxes, with taxes on income decreasing by EUR 63.3 million, or
18.8%, from EUR (337.4) million in the fiscal year 2015 to EUR (274.1)
million in the fiscal year 2016.

Not applicable. No pro forma financial information has been prepared by the
Company.

Not applicable. No profit forecast or profit estimate has been prepared by the
Company.

Not applicable. The audit reports on the historical financial information
included in the Prospectus have been issued without qualifications.

Not applicable. The Company’s working capital is sufficient for its present
requirements.

Bearer shares with no par value (Stiickaktien), each such share with a
notional value of EUR 1.00 in the share capital and with full dividend rights
as from January 1, 2018.

International Securities Identification Number (ISIN): DEOOOKBX1006
German Securities Code (Wertpapier-Kenn-Nummer) (WKN): KBX100
Common Code: 186559398

Trading Symbol: KBX
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C.2

C3

C4

Cs5

C.6

C.7

Currency of the
securities issue.

The number of shares
issued and fully paid
and issued but not
fully paid.

The par value per
share, or that the
shares have no par
value.

A description of the
rights attached to the
securities.

A description of any
restrictions on the free
transferability of the
securities.

An indication as to
whether the securities
offered are or will be
the object of an
application for
admission to trading
on a regulated market
and the identity of all
the regulated markets
where the securities
are or are to be
traded.

A description of
dividend policy.

Risks

Key information on
the key risks that are
specific to the issuer
or its industry.

Euro.

As of the date of the Prospectus, the share capital of the Company amounts
to EUR 161,200,000 and is divided into 161,200,000 bearer shares with no
par value (Stiickaktien). The share capital of the Company is fully paid up.

Each of the shares of the Company represents a notional value of
EUR 1.00 in the share capital.

Each of the shares of the Company entitles the shareholder to one vote at the
general shareholders’ meeting of the Company. There are no restrictions on
voting rights. The shares of the Company carry full dividend rights for their
holders for the dividends declared by the Company as from January 1, 2018,
i.e., for the full fiscal year 2018 and for all subsequent fiscal years.

Except for the lock-up agreements described below under E.5, there are no
restrictions on the transferability of the Company’s shares.

The Company expects to apply on or about October 1, 2018 for admission of
its existing shares (which includes the Offer Shares) to trading on the
regulated market segment (regulierter Markt) of the Frankfurt Stock
Exchange (Frankfurter Wertpapierborse) and, simultaneously, on the
sub-segment thereof with additional post-admission obligations (Prime
Standard).

An admission decision regarding the existing shares of the Company is
expected to be announced on October 11, 2018. Trading of the shares of the
Company on the Frankfurt Stock Exchange (Frankfurter Wertpapierborse) is
currently expected to commence on October 12, 2018.

The Company has paid dividends in the past and intends to continue to pay
dividends as from the fiscal year 2019, i.e., for the fiscal year 2018 onwards,
and aims, provided that the business performance remains stable, and subject
to the availability of distributable profits of the Company, to distribute an
annual dividend within the range of 40% to 50% of the Group’s consolidated
net profit according to IFRS. However, the decision on whether and in what
amount dividends are to be distributed will depend on a series of factors,
including the level of distributable profits for the year, the investment policy
and the financing needs of the Company at the time.

As the Company partially conducts its operating business through its
subsidiaries and affiliates, its ability to pay dividends depends substantially
on its operating subsidiaries and affiliates making profits and distributing
these to the Company or transferring them to the Company via existing
profit/loss transfer agreements. Furthermore, it cannot be excluded that under
any future financing agreements, the Company could be restricted by future
customary covenants regarding dividend distributions.

An investment in the Company’s shares is subject to a number of risks.
Prospective investors should carefully consider the following key risks
together with all the other information contained in the Prospectus prior to
making any investment decision regarding the Company’s shares. The
occurring of any of the following risks, individually or together with
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additional risks and uncertainties not currently known to the Company, or
that the Company may currently deem immaterial, could have a material
adverse effect on the Group’s business, results of operation, cash flows and
financial position. The market price of the Company’s shares could decline if
one or more of these risks were to materialize, in which case investors could
lose all or part of their investment. The order in which the risks are presented
here or in the main body of the Prospectus is not an indication of the
likelihood of these risks actually materializing, or their likely significance or
degree or scope of any potential harm to the Group’s business, results of
operations, cash flows and financial position or prospects.

Risks Relating to Our Market Environment and Business

e  Our business may be negatively affected by unfavorable developments
in the global economy, market cyclicality and developments in political,
social, economic or other conditions (including protectionist measures,
trade wars or sanctions) in countries and major regions relevant to our
business.

e  The industries in which we operate are characterized by changing trends,
technological developments and regulation. If we cannot continue to
develop, manufacture, market and sell innovative products that meet
customer preferences and their requirements for performance and
reliability, our sales may suffer and we may lose market share.

e  We are subject to risks, such as local business risks, associated with our
foreign operations, including political and social instability as well as
changing regulatory frameworks and market conditions in many
different countries.

e The industries in which we operate are increasingly competitive and
characterized by downward pressure on prices. This, as well as certain
trends driven by our customers in the rail and commercial vehicle
businesses, such as concentration, increasing in-house development
capabilities or the trend towards system suppliers, may negatively affect
our competitive position and market share.

e  We may fail to successfully identify, enter into or integrate acquisitions,
joint ventures or cooperations or to successfully execute divestments,
and face risks relating to joint ventures, cooperations and partnerships,
including our potential limited influence on the organization and
business success of such ventures, and the risk that the interests of our
partners may conflict with our own.

e  We may fail to implement strategic efficiencies and other improvements
and cost saving measures in a timely manner and such planned
improvements and measures may fail to achieve their targets.

e We have been and may be negatively affected by quality issues or
product defects, which may lead to costly replacement measures,
product liability claims, fines and larger accidents, as well as
interruptions of operations at our facilities and other operational
disruptions. In addition, our insurance coverage may not be sufficient to
cover all risks associated with the operation of our business.

e  We depend upon a number of large key customers, and our customers
tend to have strong bargaining power. We also face risks associated with
the bidding process, in particular for larger and mid-sized OEM projects,
as well as relating to contractual arrangements with our OEM customers
and project risks, such as cost overruns and delays.
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Our backlog may not necessarily be indicative of the level of our future
sales, and our order books are not guaranteed. Thus, we may be unable
to rapidly adjust our production and sales volume to market
developments.

Our business may be negatively affected by an inability to obtain
required parts and components, or to do so at reasonable prices, due to
fluctuations in the costs of the underlying materials, as well as by
increasing costs of other means of production, such as energy and
transportation, or the loss of certain key suppliers.

We depend on our ability to attract and retain highly qualified
managerial staff and skilled personnel and face the risk that our business
expertise may become available to competitors. We are also exposed to
rising labor costs and the risk that non-tariff individual labor agreements
may be challenged, which might negatively affect our profitability, as
well as a potential deterioration of our relationships with our employees,
trade unions or employee representatives as well as potential work
stoppages, strikes or other collective actions.

We are dependent on our information technology and other systems, and
could be affected by the loss, theft or misuse of data and other
cybersecurity risks, system stoppages, interruptions or failures.

Our indebtedness as such or the enforcement of certain provisions in our
financing arrangements and in the terms of our bonds may limit our
operational flexibility. In addition, we are subject to refinancing and
liquidity risks, as well as the risk of credit downgrades.

Our sales, results of operations and financial position may be adversely
affected by currency fluctuations, as well as seasonal and other quarterly
fluctuations.

Part of the information on the Group’s market and competitive position
in the Prospectus has not been independently verified and is based on
assumptions that may prove to be inaccurate.

Legal, Regulatory and Tax Risks

We are subject to several regulations, technical standards and
governmental policies, including environmental requirements and risks,
and we could be affected by the regulatory frameworks in different
ways. Moreover, many of our customers and end-customers operate in
highly regulated industries, and any additional regulatory requirements
could affect our customers’ business operations, which could in turn
materially impair our business, results of operations, cash flows and
financial position.

We are subject to risks from disputes and administrative, legal and
arbitration proceedings, including antitrust proceedings.

We depend, with respect to certain activities, on permits, licenses,
approvals, certifications and exemptions, and there can be no assurance
that we will be able to renew all necessary licenses, certifications and
similar permits required for our operations in a timely manner.

Our risk management and internal controls may not prevent or detect
violations of law, and compliance breaches could result in investigations
by the relevant authorities, fines, additional tax payments, damage
claims, payment claims, and the termination of relationships with
customers or suppliers and reputational damage.

Any threat to, or impairment of, our intellectual property rights and
know-how could cause us to incur costs to defend these rights, and
impair our ability to compete effectively. In addition, we may violate
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intellectual property rights of third parties and be liable for damages and
litigation costs.

e QOur tax burden could increase due to changes in tax law or their
application or interpretation, or as a result of current or future tax audits,
as well as due to the application or interpretation of transfer pricing
rules, or arm’s length adjustments.

e We may have to repay investment grants and subsidies, or previously
awarded investment grants may not be disbursed in full or in part.

Risks Related to the Offering, the Listing and the Shareholder Structure

KB Holding and Ursus which are controlled by Mr. Heinz Hermann
Thiele, will continue to exercise substantial influence over the Company
following the completion of the Offering. The interests of KB Holding,
Ursus and Mr. Heinz Hermann Thiele might conflict with the interests of
other shareholders.

e The Company’s shares have not yet been publicly traded, and there can
be no assurance that a liquid trading market for the Company’s shares
will develop or can be maintained after the Offering. In addition, the
price and trading volume of the Company’s shares could fluctuate
significantly, and investors could lose all or part of their investment. The
share price could also decline due to future sales or market expectations
of sales of a substantial number of shares in the Company by KB
Holding, Ursus or other shareholders.

e Future sales or market expectations of sales of a substantial number of
shares in the Company by KB Holding, Ursus or other shareholders
could cause the share price to decline after the lock-up or within the
lock-up period with bank waiver. Furthermore, future capital increases,
future equity offerings or offerings of instruments convertible into
equity or any merger with another entity may dilute investors’
shareholdings in the Company. Investors in certain jurisdiction
(particularly in the U.S.) could be precluded from participating in any
rights offering altogether.

e  The Offering might not be completed, in which case investors could lose
security commissions paid and be exposed to risks from any short
selling of the shares.

e The Company’s ability to pay dividends depends, in part, on the
distribution or transfer of profits from its subsidiaries and on its debt
covenants.

e  The Company will face additional administrative requirements and incur
higher ongoing costs as a result of its operation as a publicly listed
company.

e  Shareholders from outside the Eurozone may be subject to foreign
currency exchange rate risk. In addition, the proposed financial
transaction tax could result in a substantial new tax burden in the
secondary market for investors buying the Company’s shares and trading
them in an EU member state which implements such a tax.
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The total net proceeds
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total expenses of the
issue/offer, including
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or the offeror.

The Company will not receive any proceeds from the Offering. The overall
costs for the Offering are estimated to be approximately EUR 73.7 million at
the mid-point of the Price Range (as defined below) (assuming placement of
the maximum number of Base Shares, the full exercise of the Upsize Option
and placement of the maximum number of Additional Base Shares and Over-
Allotment Shares and full exercise of the Greenshoe Option (each as defined
under element E.3 below)), which includes the Underwriters’ commissions
and assuming full payment of the discretionary fee. These costs will be borne
by the Selling Shareholder.

The Selling Shareholder will receive the proceeds resulting from the sale of
the Base Shares (as defined under element E.3 below), the proceeds resulting
from a potential sale of Additional Base Shares (as defined below under E.3)
if and to the extent the Upsize Option (as defined below under E.3) is
exercised and the Additional Base Shares are placed, and the proceeds
resulting from a potential sale of Over-Allotment Shares if and to the extent
the Greenshoe Option (both as defined under element E.3 below) is
exercised. If the Upsize Option is exercised in full and the maximum number
of Additional Base Shares is placed, the Selling Shareholder would sell
additionally 8,060,000 Offer Shares and will receive the proceeds from the
sale of such shares.

The amount of the proceeds, as well as the costs of the Offering depend, inter
alia, on the final offer price (the “Offer Price”), which also determines the
Underwriters’ commissions, and on the number of shares that will be placed
in the Offering.

The Company estimates that at the low end, mid-point and high end of the
price range set for the Offering as described under element E.3 below (the
“Price Range”), gross proceeds to the Selling Shareholder (assuming
placement of the maximum number of Base Shares, the full exercise of the
Upsize Option and placement of the maximum number of Additional Base
Shares and Over-Allotment Shares and full exercise of the Greenshoe Option
(each as defined under element E.3 below)) would amount to approximately
EUR 3,481.9 million (low end), EUR 3,844.6 million (mid-point) and EUR
4,207.3 million (high end), respectively.

Assuming an Offer Price at the low end, mid-point and high end of the Price
Range, that the maximum number of Base Shares is placed, the full exercise
of the Upsize Option and placement of the maximum number of Additional
Base Shares and Over-Allotment Shares and full exercise of the Greenshoe
Option (each as defined under element E.3 below), and assuming further
payment in full of the discretionary fee of up to approximately EUR 17.4
million (low end), EUR 19.2 million (mid-point) and EUR 21.0 million (high
end), respectively, the commission payable to the Underwriters will amount
to approximately EUR 52.2 million, EUR 57.7 million and EUR 63.1
million, respectively.

Assuming that the maximum number of Base Shares is placed, the full
exercise of the Upsize Option and placement of the maximum number of
Additional Base Shares and Over-Allotment Shares and the full exercise of
the Greenshoe Option (each as defined under element E.3 below), the
Company estimates that at the low end, mid-point and high end of the Price
Range, net proceeds for the Selling Shareholder would amount to
EUR 3,413.7 million, EUR 3,771.0 million and EUR 4,128.2 million,
respectively.

Investors will not be charged with expenses by the Company, the Selling
Shareholder or the Underwriters in connection with their role as
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underwriters. Investors may, however, have to bear customary transaction
and handling fees charged by their account-keeping financial institution.

The Company will not receive any proceeds from the Offering (as defined in
E.3).

The Company intends to secure its long-term successful development with
the the planned listing of its shares on the regulated market segment of the
Frankfurt  Stock  Exchange (Frankfurter — Wertpapierborse)  and,
simultaneously, on the sub-segment thereof with additional post-admission
obligations (Prime Standard). Being a listed company will increase its
strategic and financial flexibility. Access to the capital markets may enable
the Company to focus continuously on profitable growth and cash flow.
Further, the expectations of the capital markets towards the Company fit
Knorr-Bremse’s performance culture.

The Offering consists of a total of up to 48,360,000 bearer shares with no par
value (Stiickaktien) of the Company, each such share with a notional value of
EUR 1.00 in the share capital of the Company and full dividend rights as
from January 1, 2018, comprising:

o 35,043,479 bearer shares with no par value from the holdings of the
Selling Shareholder (the “Base Shares”),

e 8,000,000 bearer shares with no par value from the holdings of the
Selling Shareholder (“Additional Base Shares”) with the number of
shares to be actually placed with investors subject to the exercise of an
upsize option upon decision of the Selling Shareholder in consultation
with the Joint Global Coordinators on the date of pricing (the “Upsize
Option”), and

e upto 5,256,521 bearer shares with no par value from the holdings of the
Selling Shareholder to cover potential over-allotments (the “Over-
Allotment Shares”, together with the Base Shares and the Additional
Base Shares, the “Offer Shares”).

The Offering consists of an initial public offering in Germany and in the
Grand Duchy of Luxembourg (“Luxembourg”) and private placements in
certain jurisdictions outside Germany and Luxembourg. In the United States
of America (“United States™), the Offer Shares will be offered and sold only
to qualified institutional buyers as defined in Rule 144A under the U.S.
Securities Act of 1933, as amended (the “Securities Act”). Outside the
United States, the shares of the Company are being offered and sold only in
offshore transactions in compliance with Regulation S under the Securities
Act.

The Offer Shares have not been and will not be registered under the
Securities Act, or the securities laws of any other jurisdiction of the United
States and may not be offered, sold or otherwise transferred to or within the
United States, except pursuant to an exemption from, or in a transaction not
subject to, the registration requirements of the Securities Act and in
compliance with any applicable securities laws of any state or other
jurisdiction in the United States.

Price Range

The Price Range within which purchase orders may be placed is from
EUR 72.0 to EUR 87.0 per Offer Share.

Offer Period and Purchase Orders

The Offering will commence on October 1, 2018 and is expected to end on
October 11, 2018 (“Offer Period”), (i) at 12:00 (Central European Summer
Time) for retail investors and (ii) at 14:00 (Central European Summer Time)
for institutional investors. Retail investors may submit purchase orders under
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the public offering in Germany and Luxembourg during the Offer Period at
the branch offices of the Underwriters.

Amendments to the Terms of the Offering

The Selling Shareholder reserves the right, after consultation with the
Company and the Joint Global Coordinators, to reduce or increase the
number of Offer Shares, to reduce or increase the upper/lower limits of the
Price Range and/or to extend or shorten the Offer Period. The change in the
number of Offer Shares or the Price Range or the extension or shortening of
the Offer Period will not invalidate purchase orders already submitted. If
such change requires publication of a supplement to the Prospectus, investors
who submitted purchase orders before the supplement was published have
the right under the German  Securities  Prospectus  Act
(Wertpapierprospektgesetz) to withdraw their purchase orders within two
business days of publication of the supplement. Instead of withdrawing the
purchase orders placed prior to publication of the supplement, investors may
change their orders or submit new limited or unlimited purchase orders
within two business days of publication of the supplement. To the extent that
the terms of the Offering are changed, such change will be announced
through electronic media on the Company’s website (https://ir.knorr-
bremse.com) and published if required by the Regulation (EU) No 596/2014
of the European Parliament and of the Council of April 16, 2014 on market
abuse and/or the German Securities Prospectus Act, as an ad hoc
announcement via an electronic information system and on the Company’s
website, and as a supplement to the Prospectus. Investors who have
submitted purchase orders will not be notified individually. Under certain
conditions, the Joint Global Coordinators acting on behalf of the
Underwriters may terminate the underwriting agreement regarding the offer
and sale of the Offer Shares in connection with the Offering, entered into
among the Company, the Selling Shareholder, Ursus and the Underwriters on
September 28, 2018 (the “Underwriting Agreement”), even after
commencement of trading (Aufnahme des Handels) of the Company’s shares
on the regulated market (regulierter Markt) of the Frankfurt Stock Exchange
(Frankfurter Wertpapierborse).

KB Holding, after consultation with the Joint Global Coordinators, will decide
if and to what extent the Upsize Option will be exercised depending on market
demand and using the order book prepared during the bookbuilding process.
KB Holding may sell up to 8,060,000 Additional Base Shares.

Number of Offer Shares and Offer Price

Once the Offer Period has expired, the final number of Offer Shares and the
Offer Price will be determined jointly by the Selling Shareholder after
consultation with the Company and the Joint Global Coordinators. The Offer
Price will be set on the basis of the purchase orders submitted by investors
during the Offer Period that have been collated in the order book during the
bookbuilding process. This procedure is expected to take place on or about
October 11, 2018. Consideration will be given to whether the Offer Price and
the number of shares to be placed allow for the reasonable expectation that the
share price will demonstrate steady performance in the secondary market given
the demand for the Company’s shares noted in the order book during the book-
building process. Attention will be paid not only to the prices offered by
investors and the number of investors wanting shares at a particular price but
also to the composition of the group of shareholders in the Company that
would result at a given price (so-called investor mix) and expected investor
behavior. The Company and the Selling Shareholder will not charge investors
any expenses or taxes incurred in connection with the Offering.
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The final number of Offer Shares and the Offer Price are expected to be
communicated through an announcement published on or about October 11,
2018 by means of an ad hoc announcement in various media distributed
across the entire European Economic Area (Medienbiindel) and on the
Company’s website (https://ir.knorr-bremse.com). Investors who have placed
purchase orders with one of the Underwriters can obtain information from
that Underwriter about the Offer Price and the number of Offer Shares
allotted to them, at the earliest, on the first bank business day following the
pricing. Particularly if the placement volume proves insufficient to satisfy all
orders placed at the Offer Price, the Underwriters reserve the right to reject
orders, or to accept them in part only.

Delivery and Payment

Delivery of the Offer Shares against payment of the Offer Price and
customary security commissions is expected to take place on or about
October 16, 2018. The Offer Shares will be made available to shareholders in
book-entry form (as co-ownership interests in the global share certificate).

Preferential Allocation

As part of the Offering, KB Holding will offer Offer Shares to the members
of the Executive Board on a preferential basis at the Offer Price and the
members of the Executive Board have committed to acquire such number of
shares. Such preferential allocation comprises Offer Shares with an
aggregate value of EUR 3.15 million.

Stabilization, Over-Allotments and Greenshoe Option

In connection with the placement of the Offer Shares, Deutsche Bank or
persons acting on its behalf will act as stabilization manager and may, acting
in accordance with legal requirements such as EU Regulation (EU)
No. 596/2014 of April 16, 2014 (Market Abuse Regulation) in conjunction
with the regulatory technical standards issued, make over-allotments and
take stabilization measures to support the market price of the shares of the
Company and thereby counteract any selling pressure. Deutsche Bank shall
act as central point responsible as set forth in Article 6(5) of the Commission
Delegated Regulation (EU) 2016/1052 of March 8, 2016 and shall assume
responsibility for the public disclosure requirements and for handling any
request from any competent authorities referred to in such regulation.

The stabilization manager is under no obligation to take any stabilization
measures. Therefore, no assurance can be provided that any stabilization
measures will be taken. Where stabilization measures are taken, these may be
terminated at any time without notice. Such measures may be taken from the
date of the commencement of trading of the shares of the Company on the
regulated market of the Frankfurt Stock Exchange (Frankfurter
Wertpapierborse) — expected to be October 12, 2018 — and must be
terminated no later than 30 calendar days after such date. The stabilization
manager may undertake stabilization measures on the Frankfurt Stock
Exchange (Frankfurter Wertpapierborse). These measures may result in a
market price for shares of the Company that is higher than it would otherwise
have been. Moreover, the market price may, temporarily, be at an
unsustainable level. Stabilization measures shall not be executed above the
Offer Price.

Under the possible stabilization measures, investors may, in addition to the
Base Shares, be allotted up to 5,256,521 additional shares in the Company as
part of the allotment of the shares to be placed (“Over-Allotment”). In
connection with potential Over-Allotments, Deutsche Bank will be provided
for the account of the Underwriters in the form of a securities loan
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(Wertpapierdarlehen) with up to 5,256,521 shares of the Company provided
by KB Holding; this number of shares will not exceed 15% of the number of
Base Shares. In connection with potential Over-Allotments, KB Holding will
grant the Underwriters an option to acquire the borrowed shares against
payment of the Offer Price less agreed commissions (“Greenshoe Option”).
The Greenshoe Option may be exercised at maximum to the extent that shares
of the Company have been placed by way of Over-Allotments. The Greenshoe
Option shall be exercisable by Deutsche Bank acting as stabilization manager
from the date the shares of the Company are listed on the regulated market of
the Frankfurt Stock Exchange (Frankfurter Wertpapierborse) and must be
terminated no later than 30 calendar days after that date.

In connection with the Offering and stock exchange listing of the Company’s
shares, the Underwriters have a contractual relationship with the Company
and the Selling Shareholder. Deutsche Bank, J.P. Morgan and Morgan
Stanley are advising the Company on the transaction as joint global
coordinators and joint bookrunners and are therefore coordinating the
structure and execution of the transaction. The Underwriters will receive a
commission upon successful completion of the transaction, and the amount
of such commission is dependent on the size of the Offering and the Offer
Price among others. The Underwriters therefore have an interest that as many
shares as possible are placed at the highest price possible. In addition,
Deutsche Bank, J.P. Morgan and Morgan Stanley or one of their affiliates
have been appointed as designated sponsors for the Company’s shares and
COMMERZBANK has been appointed as paying agent subject to separate
agreements.

Some of the Underwriters or their affiliates have, and may in the future
continue to have, from time to time, business relations with us or the Selling
Shareholder (including lending activities) or may perform services for us or
the Selling Shareholder in the ordinary course of business for which they
have received or may receive customary fees and commissions.

Furthermore, in connection with the Offering, each of the Underwriters and
any of their respective affiliates, acting as an investor for its own account,
may take up shares and in that capacity may retain, purchase or sell for its
own account such securities and any shares or related investments and may
offer or sell such shares or other investments otherwise than in connection
with the Offering. Accordingly, references in the Prospectus to shares being
offered or placed should be read as including any offering or placement of
shares to any of the Underwriters or any of their respective affiliates acting in
such capacity. In addition, certain of the Underwriters or their affiliates may
enter into financing arrangements (including swaps) with investors in
connection with which such Underwriters (or their affiliates) may from time
to time acquire, hold or dispose of shares of the Company. None of the
Underwriters intends to disclose the extent of any such investment or
transactions otherwise than in accordance with any legal or regulatory
obligation to do so.

As of the date of the Prospectus, the Selling Shareholder holds 94.99996% of
the existing shares of the Company and as such has an influence on the
decisions which the Company will take with respect to the Offering. The
Selling Shareholder will receive the proceeds resulting from the Offering.
Consequently, the Selling Shareholder has an interest in the success of the
Offering on the best possible terms. Further, the members of Executive
Board Mr. Deller, Mr. Heuwing and Dr. Laier will receive a one-time
incentive on the condition that the envisaged IPO has taken place during
their respective term of office.
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The Offer Shares are being offered for sale by the Underwriters (as defined
under A.1 above).

In the Underwriting Agreement, the Company has committed to an
obligation vis-a-vis the Underwriters that during the period commencing on
the date of the Underwriting Agreement and ending six months after the first
day of trading of the shares of the Company on the Frankfurt Stock
Exchange (Frankfurter Wertpapierbdorse), without the prior written consent
of the Joint Global Coordinators, which consent may not be unreasonably
withheld or delayed, the Company, its Executive Board or its Supervisory
Board, will not and will not agree to:

(a) announce or effect an increase of the share capital of the Company out
of authorized share capital; or

(b) submit a proposal for a capital increase to any shareholders’ meeting for
resolution (other than in respect of the creation of authorized and
conditional capital); or

(c) announce to issue, effect or submit a proposal for the issuance of any
securities convertible into shares of the Company, or with option rights
for shares of the Company; or

(d) enter into a transaction or perform any action economically similar to
those described in (a) through (c) above.

The Company may, however, (i) issue or sell shares or other securities to
employees and members of executive bodies of the Company or its
subsidiaries under management and employee participation plans and
(i1) undertake any corporate action for purposes of entering into joint
ventures, other forms of cooperations or acquisitions, provided that the
respective other party assumes towards the Underwriters the obligation to
comply with the restrictions on the disposal of shares to which the Selling
Shareholder and Ursus are subject.

In addition, the Selling Shareholder and Ursus have in the Underwriting
Agreement, inter alia, committed to an obligation vis-a-vis the Underwriters
that, without the prior written consent of the Joint Global Coordinators,
which consent may not be unreasonably withheld or delayed, until six
months after the first day of trading of the shares of the Company on the
Frankfurt Stock Exchange (Frankfurter Wertpapierborse), they will not, and
will not agree to:

(a) offer, pledge, allot, sell, contract to sell, sell any option or contract to
purchase, purchase any option to sell, grant any option, right or warrant
to purchase, or otherwise transfer or dispose of, directly or indirectly,
any shares of the Company held by the Selling Shareholder, Ursus or
any of their affiliated companies (other than the Company and its
subsidiaries) (such shares of the Company held by the Selling
Shareholder, Ursus or their respective affiliated companies are referred
herein as “Lock-up Shares”);

(b) enter into any swap or other arrangement that transfers to another, in
whole or in part, the economic risk of ownership of the Lock-up Shares,
whether any such transaction described in this subsection (b) or in the
subsection (a) above is to be settled by delivery of Lock-up Shares or
such other securities, in cash or otherwise;

(c) make any demand for, or exercise any right with respect to, the
registration under U.S. securities laws of any shares of the Company or
any security convertible into or exercisable or exchangeable for shares
of the Company;
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(d) propose any increase in the share capital of the Company (including by
requesting the Company’s Executive Board to convene a general
shareholders’ meeting or otherwise), vote in favor of any proposed
capital increase or otherwise make, support or vote in favor of any
proposal for the issuance of any securities convertible into shares of the
Company, with option rights for shares of the Company (it being
understood that this subsection (d) shall not restrict a vote by the Selling
Shareholder or Ursus in favor of any proposal to create authorized
capital (genehmigtes Kapital) or conditional capital (bedingtes Kapital);
or

(e) enter into a transaction or perform any action economically similar to
those described in (a) through (d) above.

The restrictions under (a), (b) and (e) above (with respect to (e) to the extent
it refers to (a) and (b) above) shall not apply to transactions involving
Lock-up Shares which are entered into and settled off-exchange
(auflerborslich) and where the relevant counterparty to the Selling
Shareholder or Ursus agrees to be bound by an identical lock-up commitment
to the Joint Global Coordinators from the time of the relevant transaction for
the then-remaining term of the lock-up commitment.

In an agreement with the Company, the members of the Executive Board
committed to an obligation not to sell without the prior written consent of the
Company any Offer Shares or to enter into certain other transactions
regarding the Offer Shares they will acquire from KB Holding on a
preferential basis for a minimum period of six months beginning at the first
day of trading of the Company’s shares on the Frankfurt Stock Exchange
(Frankfurter Wertpapierborse).

The Company’s net asset value (calculated as total assets less total liabilities)
as shown in the unaudited condensed consolidated interim financial
statements as of and for the six-month period ended June 30, 2018 amounted
to EUR 1,308.5 million.

The net asset value of the Company as of June 30, 2018 was EUR 8.12 per
Company share (based on 161,200,000 shares).

The Company will not receive any proceeds from the Offering, nor will it
bear the expenses of the Offering. Assuming an Offer Price at the mid-point
of the Price Range of EUR 79.50, such Offer Price would exceed the net
asset value of EUR 8.12 per Company share by EUR 71.38. Consequently,
investors acquiring Offer Shares in the Offering would experience an
immediate dilution of 89.8% per Company share (based on 161,200,000
shares) assuming the net asset value of the Company remains otherwise
unchanged from June 30, 2018.

Not applicable. Investors will not be charged with expenses by the Company,
the Selling Shareholder or the Underwriters in connection with their role as
underwriters.
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II. ZUSAMMENFASSUNG DES PROSPEKTS

Zusammenfassungen bestehen aus geforderten Angaben, die als ,, Punkte* bezeichnet sind. Diese Punkte sind in
den Abschnitten A — E (A.1 — E.7) fortlaufend nummeriert. Diese Zusammenfassung enthdlt alle Punkte, die fiir
die vorliegende Art von Wertpapieren und Emittenten in eine Zusammenfassung aufzunehmen sind. Da einige
Punkte nicht behandelt werden miissen, konnen in der Nummerierungsreihenfolge Liicken auftreten. Selbst wenn
ein Punkt wegen der Art der Wertpapiere und des Emittenten in die Zusammenfassung aufgenommen werden
muss, ist es moglich, dass in Bezug auf diesen Punkt keine relevanten Informationen gegeben werden konnen. In
diesem Fall enthdlt die Zusammenfassung eine kurze Beschreibung des Punkts mit dem Hinweis ,, Entfallt“.

A. Einleitung und Warnhinweise

A.1  Warnhinweise. Diese Zusammenfassung sollte als Einleitung zum Prospekt (der
,Prospekt®) verstanden werden. Bei jeder Entscheidung zur Anlage in die
Aktien der Gesellschaft (wie nachfolgend definiert) sollte sich der Anleger
auf die Priifung des gesamten Prospekts stiitzen.

Fiir den Fall, dass vor einem Gericht ein Anspruch in Bezug auf die in dem
Prospekt enthaltenen Informationen geltend gemacht werden, konnte der als
Kldger auftretende Anleger in Anwendung der nationalen Rechtsvorschriften
der Mitgliedstaaten des Europdischen Wirtschaftsraums die Kosten fiir die
Ubersetzung des Prospekts vor Prozessbeginn zu tragen haben.

Im Hinblick auf die Inhalte dieser Zusammenfassung einschlieBlich etwaiger
Ubersetzungen konnen die Personen zivilrechtlich haftbar gemacht werden,
die die Verantwortung fiir die Inhalte dieser Zusammenfassung iibernommen
haben, oder von denen der Erlass ausgeht. Dies gilt jedoch nur fiir den Fall,
dass die Zusammenfassung irrefithrend, unrichtig oder widerspriichlich ist,
wenn sie zusammen mit den anderen Teilen des Prospekts gelesen wird, oder
sie, wenn sie zusammen mit den anderen Teilen des Prospekts gelesen wird,
nicht alle erforderlichen Schliisselinformationen vermittelt.

Die Knorr-Bremse  Aktiengesellschaft, ~Miinchen, = Bundesrepublik
Deutschland (,,Deutschland*) (im Folgenden auch , Knorr-Bremse AG*
oder die ,Gesellschaft® und gemeinsam mit ihren konsolidierten
Tochtergesellschaften und  assoziierten = Unternehmen, ,wir®, die
,JKnorr-Bremse-Gruppe“, die ,,Gruppe”“ oder ,Knorr-Bremse*) sowic
Deutsche Bank Aktiengesellschaft, Frankfurt am Main, Deutschland
(;,Deutsche Bank”), J.P. Morgan Securities plc, London, Vereinigtes
Konigreich (,,J.P. Morgan”), und Morgan Stanley & Co. International plc,
London, Vereinigtes Konigreich (,,Morgan Stanley”) (die drei genannten
agierend als Joint Global Coordinators und Joint Bookrunners, die ,,Joint
Global Coordinators™), sowie Joh. Berenberg, Gossler & Co. KG,
Hamburg, Deutschland (,,Berenberg”), COMMERZBANK
Aktiengesellschaft, Frankfurt am Main, Deutschland
(,,COMMERZBANK”), UBS Limited, London, Vereinigtes Konigreich
(,,UBS Investment Bank”), und UniCredit Bank AG, Miinchen,
Deutschland  (,,UniCredit Bank™) (agierend als zusitzliche Joint
Bookrunners (die “Zusétzlichen Joint Bookrunners”, und zusammen mit
den Joint Global Coordinators, die ,,Konsortialbanken®), iibernechmen
gemdl § 5 Absatz 2b Nr. 4 Wertpapierprospektgesetz die Verantwortung fiir
den Inhalt dieser Zusammenfassung samt etwaiger Ubersetzungen.
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A2

Angaben und
Hinweise beziiglich
der Verwendung des
Prospekts fiir die
spitere
Weiterverdauflerung
oder endgiiltige
Platzierung von
Wertpapieren durch
Finanzintermediire.

B. Emittent

B.1

B.2

B.3

Juristischer und
kommerzieller Name
des Emittenten.

Sitz, Rechtsform,
geltendes Recht, Land
der Griindung.

Art der derzeitigen
Geschiftstitigkeit und
Haupttitigkeiten des
Emittenten samt der
hierfiir wesentlichen
Faktoren,
Hauptprodukt- und/
oder -dienstleistungs-
kategorien sowie
Hauptmirkte, auf
denen der Emittent
vertreten ist.

Entfillt. Es wird keine zustimmungspflichtige spitere WeiterverduBerung
oder endgiiltige Platzierung durch Finanzintermedidre geben. Eine
Zustimmung zur Verwendung des Prospekts fiir eine spitere
WeiterverduBerung oder endgiiltige Platzierung der Aktien der Gesellschaft
durch Finanzintermedidre wurde daher nicht erteilt.

Die juristische Bezeichnung der Gesellschaft zum Datum des Prospekts
lautet ,,Knorr-Bremse Aktiengesellschaft”. Die kommerzielle Bezeichnung
der Gesellschaft und der Gruppe lautet ,,Knorr-Bremse*. Dariiber hinaus
vertreibt die Gruppe ihre Produkte auf dem Markt unter zusitzlichen
Marken, darunter im Bereich Systeme fiir Schienenfahrzeuge ,IFE”,
»Merak”, ,Microelettrica Scientifica”, ,,Selectron”, ,.Zelisko”, sowie die
Wort-/Bildmarken ,,KiepeElectric”, ,,PowerTech” und ,RailServices”; und
im Bereich Systeme fiir Nutzfahrzeuge ,,.Bendix”, ,,Hasse & Wrede” sowie
die Wort-/Bildmarken ,,SteeringSystems” und ,, TruckServices”.

Die Gesellschaft hat ihren Sitz in Miinchen, Deutschland, und ist im
Handelsregister des Amtsgerichts Miinchen, Deutschland, unter HRB 42031
eingetragen. Die Gesellschaft ist eine deutsche Aktiengesellschaft, die in
Deutschland gegriindet wurde und deutschem Recht unterliegt.

Knorr-Bremse ist, basierend auf unserer eigenen Einschitzung, bezogen auf
Umsatzerlose im Geschiftsjahr 2017, Weltmarktfiithrer fiir Bremssysteme
und ein Anbieter weiterer sicherheitskritischer Subsysteme fiir Schienen- und
Nutzfahrzeuge. Die Gesellschaft wurde im Jahr 1905 von Georg Knorr in
Berlin gegriindet. Uber die Jahre hat sich die Gruppe von einem
hauptsdchlich in Deutschland titigen Zulieferer einzelner Komponenten zu
einem weltweit agierenden Unternehmen weiterentwickelt, das integrierte
und vernetzte Systeme fiir die Schienen- und Nutzfahrzeugindustrie anbietet.
Seit iiber 110 Jahren treiben wir als technologischer Schrittmacher
malBgeblich Entwicklung, Produktion, Vertrieb und Service hochmoderner
Bremssysteme voran.

Wir fithren unser Geschift in zwei Geschéftsbereichen, die auch unsere
Berichtssegmente nach IFRS (wie unter B.7 definiert) bilden: Systeme fiir
Schienenfahrzeuge und Systeme fiir Nutzfahrzeuge. Der Geschiftsbereich
Systeme fiir Schienenfahrzeuge stattet Fahrzeuge im Nahverkehr, wie
beispielsweise ~ U-Bahnen und StraBenbahnen, sowie Giiterziige,
Lokomotiven sowie Personennahverkehrs- und Hochgeschwindigkeitsziige
mit hochentwickelten Produkten aus. Neben Bremssystemen beinhaltet unser
Produktportfolio intelligente Einstiegssysteme, Klimaanlagen,
Energieversorgungssysteme, Steuerungskomponenten und Scheibenwischer,
Bahnsteigtiiren, Reibmaterial sowie Fahrerassistenzsysteme, elektronische
Antriebsausriistungen und Leittechnik. Zudem bieten wir E-Learning-
Systeme fiir eine optimale Ausbildung des Zugpersonals an. Im
Nachmarktgeschift bieten wir unter unserer Marke RailServices
Serviceleistungen fiir die Wartung, Uberholung und Reparatur fiir
Schienenfahrzeuge an.

Unser Geschiftsbereich Systeme fiir Nutzfahrzeuge bietet Produkte fiir Lkw,
Busse, Anhénger und Landmaschinen an. Unser Produktportfolio beinhaltet
(i) Bremssysteme sowie Losungen fiir Fahrdynamik, einschlieBlich
Fahrerassistenzsystemen und automatisiertem Fahren, Bremssteuerung und
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-systeme, Lenksteuerung und elektronische Niveauregelung (d.h.
Fahrerassistenzsysteme, Anti-Blockier-Systeme, Notbremssysteme,
pneumatische Scheibenbremsen, Trommelbremsen, Bremszylinder, Ventile
und Pedaleinheiten, Steuerungssysteme, elektronische Niveauregelung,
elektronische Stabilitdtsprogramme und weitere), (ii) Energieversorgungs-
und -verteilungssysteme einschlieBlich Luftkompressoren und
Luftaufbereitung sowie (iii) Produkte zur Steigerung der Kraftstoffeffizienz
wie Motorkomponenten und Subsysteme im Bereich der Getriebesteuerung
(d.h. Schwingungsddmpfer, Motorluftsteuerung sowie Getriebe- und
Kupplungsbetitigung). Unter unserer Marke TruckServices bieten wir im
Nachmarkt hochwertige Produkte und Serviceleistungen fiir Nutzfahrzeuge
aller Art und jeden Alters.

Aktuell streben wir danach, von den aktuellen Megatrends Urbanisierung,
Umwelteffizienz, Digitalisierung und automatisiertes Fahren zu profitieren,
indem wir diese Trends durch kontinuierliche Weiterentwicklung unserer
Produkte in unseren beiden Segmenten aufgreifen.

In dieser Hinsicht bergen unsere beiden Segmente — Systeme fiir
Schienenfahrzeuge und Systeme fiir Nutzfahrzeuge — viele Synergien.
Unsere Produktangebote in beiden Segmenten basieren auf &dhnlichen
Haupttechnologien, was den Transfer von Know-How und Technologie
erlaubt. Dariiber hinaus setzen Systeme fiir Schienenfahrzeuge und Systeme
fiir Nutzfahrzeuge im hohen Male die gleichen Arten von Komponenten und
Materialien ein. Wir nutzen geistige Eigentumsrechte, Technologien,
Know-How und Verbesserungen, die urspriinglich in einem der Segmente
entwickelt wurden, auch fiir Produktlosungen in dem anderen Segment.

Der Unternehmenssitz von Knorr-Bremse befindet sich in Miinchen. Dariiber
hinaus sind wir auf allen Kontinenten der Erde vertreten — an iiber 100
Standorten in mehr als 30 Léandern. Ortsansidssige, hoch qualifizierte
Mitarbeiter, die die jeweiligen Landessprachen sprechen und mit den
individuellen  kulturellen = Gepflogenheiten und ldnderspezifischen
Produktanforderungen vertraut sind, ermdglichen uns die notwendige Néhe
zu unseren Mirkten und Kunden. Unser hoher Grad an lokaler Prisenz
erlaubt uns, im Verhiltnis zu unseren Kunden mit einem Maximum an
Flexibilitdt und Schnelligkeit zu agieren und bietet uns einen natiirlichen
Schutz vor Wihrungsschwankungen und Handelsbarrieren.

Wir hatten im Geschiftsjahr 2017 im Durchschnitt 26.910 Mitarbeiter
(Mitarbeiteranzahl, einschlieflich Arbeitnehmeriiberlassung) und ungefihr
28.000 Mitarbeiter zum 31. Dezember 2017 (Mitarbeiteranzahl,
einschlieBlich Arbeitnehmeriiberlassungen). Im Geschiftsjahr 2017 erzielten
wir 53 % unseres Konzernumsatzes und 55 % unseres EBIT im Segment fiir
Schienenfahrzeuge und 47 % unseres Umsatzes und 45 % unseres EBIT im
Segment fiir Nutzfahrzeuge.

Unsere wesentlichen Stirken

e  Wir sind Weltmarktfiithrer fiir Bremssysteme und fithrender Anbieter

anderer  sicherheitsrelevanter =~ Systeme  in  Schienen-  und
Nutzfahrzeugmirkten, die durch hohe Markteintrittsbarrieren geschiitzt
sind

e Synergien zwischen unseren Schienen- und Nutzfahrzeugbereichen
sowie Skaleneffekte helfen uns, unsere Technologiefiihrerschaft zu
bewahren

e Wir haben kontinuierlich eine bessere Entwicklung als unsere
zugrundeliegenden Endmirkte erzielt und sind gut aufgestellt, um von
globalen Megatrends und zunehmendem Wert der Fahrzeuginhalte zu
profitieren
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B.da

Wichtigste jiingste
Trends, die sich auf
den Emittenten und
die Branchen, in
denen er titig ist,
auswirken.

e Durch den hohen Stellenwert, den wir Forschung und Entwicklung
(,F&E“) einrdumen, und unsere Qualititsstandards treiben wir
Innovationen in Mobilitdit und Transporttechnologien voran und
verfiigen iiber herausragende Kenntnisse in vernetzten Systemen

e Wir verfolgen ein tragfihiges Geschiftsmodell, das durch zwei
Hauptmirkte  mit  unterschiedlichen  Geschiftszyklen,  breite
geographische Diversifizierung und Kundendiversifizierung, eine starke
lokale Ausrichtung und hohe Nachmarktprisenz gekennzeichnet ist

e  Wir profitieren von einem stabilen finanziellen Profil, das sich durch
starkes Wachstum, Profitabilitit und Cash-Generierung auszeichnet

e  Unser Management-Team ist sehr erfahren und hat eine klare Vision fiir
eine zukiinftige Wertschépfung

Unsere Strategie

e Industriestandards durch Ausbau unserer weltweiten
Technologiefiihrerschaft setzen

e  Systempartner der Wahl fiir unsere Kunden sein

e Unseren Marktanteil durch weitere Durchdringung internationaler
Miirkte und globale Expansion ausbauen

e  Unsere spezielle Nachmarkt-Strategie weiter verfolgen
o  Weiterhin Exzellenz im Hinblick auf Kosten und Prozesse anstreben

Wir glauben, dass die folgenden Megatrends fiir unser Geschift sowohl im
Segment Systeme fiir Schienenfahrzeuge als auch im Segment Systeme fiir
Nutzfahrzeuge besonders wichtig sind:

Eine wachsende Bevolkerungszahl sowie zunehmende Urbanisierung
erdffnen Moglichkeiten im Geschidft mit Systemen fiir Schienen- und
Nutzfahrzeuge, da nach immer schnelleren, sichereren und verlédsslicheren
Beforderungsarten verlangt wird. Elektrifizierung und andere energie- und
umweltfreundliche Losungen ergeben sich aus einem wachsenden
Energiebedarf in Verbindung mit einem steigenden 6ffentlichen Bewusstsein
hinsichtlich Energieeffizienz sowie verstdrkten staatlichen Mafnahmen im
Energiebereich, wie strengeren Emissionsvorschriften. Aus unserer Sicht
bergen Elektrofahrzeuge ein hohes Potential fiir emissionsfreundliche
Mobilititslosungen in GroBstiddten; dazu zidhlen StraBenbahnen, Stadtbusse
und umweltfreundliche Lieferwagen. Die Digitalisierung bringt die
Vernetzung bei Systemen und Subsystemen fiir Schienen- und
Nutzfahrzeuge voran, wodurch eine Datenanalyse in Echtzeit und
vorausschauende  Instandhaltung  fiir  eine = Verbesserung  der
Lebenszykluskosten ermdglicht werden. Weitere Folgen der Digitalisierung
sind automatisierte Zugsteuerung, zustandsbezogene Instandhaltung von
Schienenfahrzeugen und Uberwachungswerkzeuge sowie Telematiklosungen
fiir Nutzfahrzeuge. Automatisiertes Fahren kann die Schienen- und
Nutzfahrzeugindustrie stark veridndern, abhiingig von der
Anpassungsgeschwindigkeit an regulatorische Herausforderungen, der
Entwicklung sicherer und verlisslicher technischer Losungen sowie der
Kundenakzeptanz und deren Bereitschaft, fiir solche Losungen zu zahlen.
Wegen dieses wachsenden Trends werden neue Losungen, insbesondere in
Form von Fahrerassistenzfunktionen mit dem Ziel, die Zahl der Unfille,
Transportkosten und Emissionen zu reduzieren, entwickelt. Folglich bieten
alle aktuellen Megatrends Wachstumschancen fiir unser Geschift,
insbesondere da einer unserer Schwerpunkte auf F&E liegt.
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B.5

Beschreibung der
Gruppe und der
Stellung des
Emittenten innerhalb
dieser Gruppe.

Die Knorr-Bremse AG ist die Muttergesellschaft der Knorr-Bremse-Gruppe.
Zum 31. Dezember 2017 umfasste die Gruppe auf konsolidierter Basis knapp
150 (deutsche und ausldndische) Tochtergesellschaften (die im
Konzernabschluss (wie nachfolgend unter B.7 definiert) erfasst sind), auf die
die Gesellschaft unmittelbar oder mittelbar einen beherrschenden Einfluss
ausiiben kann. Die Gruppe ist an tiber 100 Standorten in mehr als 30 Lindern
vertreten, von denen ca. 70 Fertigungsstandorte sind. Die Knorr-Bremse AG
fungiert konzernweit als Management-Holding.

Die nachfolgende Grafik zeigt (in vereinfachter Form) eine Ubersicht iiber
die direkten und indirekten Beteiligungen der Gesellschaft, einschlieflich
Minderheitsbeteiligungen, zum Datum des Prospekts:

Vereinfachte Struktur der Knorr-Bremse-Gruppe®

Kiepe Electric

Diisseldorf/
Deutschland

Knorr-
Bremse AG
Miinchen/
Deutschland
99.85%() 80%@
Knorr-Bremse Knorr-Bremse Knorr Brake Knorr-Bi
Systeme fiir Brasil (Holding) KnOrsRiemes Andere Investment- Holdin; qorr Sremse
Behiisnenfalie Administra ioge EsTalERCIC und Holding- Cor orat%on Systeme fiir
zeuge GmbH v :'m‘;L( o (Holding) Ltd. e e o Nutzfahrzeuge
Miinchen/ - P /;‘; T Hong Kong/China “;/ “‘k/ "éA Miinchen/
Deutschland psaiieit New York/U Deutschland
Knorr-Bremse Knorr Brake Truck New York Air Knorr-Bremse Andere indirckte
CARS LD Vehicle 50%® Systems o nAE Steering Systems Tochter-
— Brake Disc © Company “;Bl S GmbH —_— gesellschaften und
Manufacturing Watertown, ~ a;"i)"g‘é/\ Wilfrath/ assoziierte
(Beijing) Co., Ltd. New York/USA e ror Deutschland Unternchmen

Daxing/China

Knorr-Bremse
PowerTech GmbH
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Knorr-Bremse
— India Pvt. Ltd.
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Qingdao/China
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B.6

Hungria Kft.
Budapest/Ungarn

Die verbleibenden 0,15 % hilt die Knorr-Bremse Investment GmbH, Miinchen, Deutschland.

Die verbleibenden 20 % hilt die Robert Bosch GmbH, Gerlingen, Deutschland (ein konzernfremdes Unternehmen).

Die verbleibenden 50 % hilt das Locomotive and Cars Research Institute (LCRI), ein Geschiiftsbereich der Chinese
Academy of Railway Sciences (CARS).

Die verbleibenden 0,01 % hilt die Knorr-Bremse Systeme fiir Schienenfahrzeuge GmbH.

Die verbleibenden 41 % hilt die Qingdao Victall Railway Co., Ltd. (ein konzernfremdes Unternehmen).
Die verbleibenden 20 % hilt die Dana Commercial Vehicle Products, LLC., USA (ein konzernfremdes

Unternehmen).

Bei allen dargestellten Beteiligungen handelt es sich um 100 %ige Beteiligungen, soweit nicht anders angegeben.

Personen, die eine
direkte oder indirekte
Beteiligung am
Eigenkapital des
Emittenten oder einen
Teil der Stimmrechte
halten.

Vor Durchfithrung des offentlichen Angebots, welches im Prospekt
beschrieben wird (das ,,Angebot), halten die KB Holding GmbH,
Griinwald, Deutschland (,KB Holding” oder der , Verkaufende
Aktionédr®), und die Ursus Vermogensverwaltungs GmbH, Griinwald,
Deutschland (,,Ursus”), 94,99996 % bzw. 5,00004 % der auf den Inhaber
lautenden Stammaktien ohne Nennbetrag (Stiickaktien), die derzeit von der
Gesellschaft ausgegeben worden sind.

Die KB Holding und die Ursus sind Parteien einer Poolingvereinbarung,
derzufolge beide Parteien verpflichtet sind, (i) ihre Stimmrechte in der
Gesellschafterversammlung einheitlich entsprechend den Beschliissen, die
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Angabe, ob die
Hauptanteilseigner
des Emittenten
unterschiedliche

Stimmrechte haben.

Ob an dem
Emittenten
unmittelbare oder

mit einfacher Mehrheit in einer Poolversammlung gefasst wurden, auszuiiben
(wobei die Stimmrechte in einer solchen Versammlung dem Verhiltnis der
Anteile entsprechen, die von jeder Partei der Poolingvereinbarung gehalten
werden), sowie (ii) Aktien der Gesellschaft nur zu verdauBern, (x) wenn der
Erwerber solcher Aktien ein Mitglied der Familie von Herrn Heinz Hermann
Thiele oder eine Gesellschaft ist, die unmittelbar oder mittelbar einem
Mitglied der Familie von Herrn Heinz Hermann Thiele gehort, und sofern
der Erwerber Partei der Poolingvereinbarung ist oder wird, oder (y) aufgrund
eines Beschlusses, der mit einer Mehrheit von 75 % der von den
Poolmitgliedern gehaltenen Aktien an der Gesellschaft gefasst wird.
Zusitzlich diirfen Aktien an der Gesellschaft ohne mehrheitlichen Beschluss
der Poolmitglieder nur als {ibliche Sicherheit fiir Verbindlichkeiten
eingesetzt werden, die von Gesellschaften eingegangen wurden oder werden,
die ausschlieBlich den Mitgliedern der Familie des Herrn Heinz Hermann
Thiele gehoren. Die Poolingvereinbarung endet automatisch, wenn eine
Partei keine Anteile mehr an der Gesellschaft hilt.

Die TIB Vermogens- und Beteiligungsholding GmbH, Griinwald,
Deutschland (,,TIB”), hdlt 100 % des Stammkapitals an der KB Holding. Im
Gegenzug hilt die Stella Vermogensverwaltung GmbH, Griinwald,
Deutschland, (,,Stella”) 80,7 % des Stammkapitals der TIB, wihrend die
verbleibenden 19,3 % von Herrn Heinz Hermann Thiele gehalten werden.

Herr Heinz Hermann Thiele und die Stella sind Parteien einer weiteren
Poolingvereinbarung, = wonach  beide  Parteien  verpflichtet  sind,
(i) entsprechend den Beschliissen, die in der Regel mit einfacher Mehrheit in
der Poolversammlung gefasst wurden, einheitlich mit ,,Ja* oder ,,Nein* zu
stimmen sowie (ii) Anteile an TIB nur zu verduBern, (x) wenn der Erwerber
solcher Anteile ein Mitglied der Familie von Herrn Heinz Hermann Thiele
oder eine Gesellschaft ist, die unmittelbar oder mittelbar einem Mitglied der
Familie von Herrn Heinz Hermann Thiele gehort oder (y) aufgrund eines
Beschlusses, der mit einer Mehrheit von 75 % der von den Poolmitgliedern
gehaltenen Anteilen gefasst wird, sofern in jedem dieser Fille der Erwerber
sich den Regelungen der Poolingvereinbarung unterwirft. Zusitzlich diirfen
gebundene Geschiftsanteile an der TIB nur bei mehrheitlichem Beschluss
der Poolmitglieder als Sicherheit fiir Verbindlichkeiten eingesetzt werden.

Herr Heinz Hermann Thiele hélt zudem 63,4049 % des Stammbkapitals und
87,4975 % der Stimmrechte an der Stella, wihrend Julia Thiele-Schiirhoff
(ein Mitglied des Aufsichtsrats der Gesellschaft) 36,5805 % des
Stammkapitals und 12,4975 % der Stimmrechte hilt; die Stella Beteiligungs-
Stiftung hilt weitere 0,0146 % des Stammkapitals und 0,005 % der
Stimmrechte an der Stella. Ursus wird von ihrem Alleingesellschafter Herrn
Heinz Hermann Thiele beherrscht.

Nach Durchfiihrung des Angebots (unterstellt, dass die maximale Anzahl an
Angebotsaktien platziert werden konnen und die Aufstockungsoption und die
Greenshoe-Option (jeweils wie in E.3 definiert) im vollen Umfang ausgeiibt
werden) wird die KB Holding etwa 64,99996 % und Ursus 5,00004 % der
Aktien der Gesellschaft halten. Somit werden KB Holding, Ursus und Herr
Heinz Hermann Thiele, der beide Gesellschaften kontrolliert, weiterhin einen
beherrschenden Einfluss auf die Gesellschaft ausiiben.

Entfdllt. Jede Aktie der Gesellschaft berechtigt zu einer Stimme in der
Hauptversammlung der Gesellschaft. Es bestehen keine Beschrinkungen des
Stimmrechts. Alle Aktien haben identische Stimmrechte.

Zum Datum des Prospekts wird die Gesellschaft direkt durch die KB
Holding beherrscht, da die KB Holding die Moglichkeit hat, die Finanz- und
Geschiftspolitik der Gesellschaft zu bestimmen. Die beherrschende Stellung
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B.7

mittelbare
Beteiligungen oder
Beherrschungs-
verhiltnisse bestehen,
wer diese
Beteiligungen halt
bzw. diese
Beherrschung ausiibt
und welcher Art die
Beherrschung ist.

Ausgewiihlte
wesentliche
historische
Finanzinformationen.

der KB Holding ergibt sich daraus, dass die KB Holding 94,99996 % der
Stimmrechte an der Gesellschaft hilt sowie aus der Poolingvereinbarung mit
Ursus, welche die iibrigen 5,00004 % der Stimmrechte an der Gesellschaft
hilt. KB Holding ist eine hundertprozentige Tochtergesellschaft der TIB.
80,7 % der Anteile und Stimmrechte an TIB werden von Stella gehalten,
wihrend Herr Heinz Hermann Thiele die tibrigen 19,3 % der Anteile und
Stimmenrechte hilt. Herr Heinz Hermann Thiele halt auBBerdem 63,4049 %
des Stammkapitals und 87,4975 % der Stimmrechte an der Stella, wihrend
Frau Julia Thiele-Schiirhoff (ein Mitglied des Aufsichtsrats der Gesellschaft)
36,5805 % des Stammkapitals und 12,4975 % der Stimmrechte hilt; die
Stella Beteiligungs-Stiftung hilt weitere 0,0146 % des Stammkapitals an der
Stella und 0,005 % der Stimmrechte. Ursus wird durch den alleinigen
Anteilseigner Herrn Heinz Hermann Thiele kontrolliert. Nach Durchfiihrung
des Angebots (unterstellt, dass die maximale Anzahl an Angebotsaktien
platziert werden konnen und die Aufstockungsoption und die Greenshoe-
Option (jeweils wie in E.3 definiert) im vollen Umfang ausgeiibt werden)
wird die KB Holding etwa 64,99996 % und Ursus 5,00004% der Aktien der
Gesellschaft halten. Somit werden KB Holding, Ursus und Herr Heinz
Hermann Thiele, der beide Gesellschaften kontrolliert, weiterhin einen
beherrschenden Einfluss auf die Gesellschaft ausiiben.

Die nachfolgenden ausgewihlten Finanz- und Geschiftsinformationen der
Gruppe fiir die zum 31. Dezember 2017, 2016 und 2015 endenden
Geschiftsjahre  (,,Geschéftsjahr 2017¢, ,,Geschiftsjahr 2016“ und
,,Geschéftsjahr 2015°) sind (i), sofern sie als ,,gepriift” dargestellt werden,
aus den gepriiften Konzernabschliissen der Gesellschaft fiir die
Geschiftsjahre 2017, 2016 und 2015 (die ,,gepriiften Konzernabschliisse)
entnommen und (ii), sofern sie als ungepriift dargestellt werden, entweder
aus dem ungepriiften verkiirzten Konzernzwischenabschluss der Gesellschaft
fiir den zum 30. Juni 2018 endenden Sechsmonatszeitraum (mit

Vergleichszahlen  fiir den zum 30. Juni 2017 endenden
Sechsmonatszeitraum) (,,ungepriifter verkiirzter
Konzernzwischenabschluss“ und, zusammen mit den gepriiften

Konzernabschliissen, die ,,Konsolidierten Abschliisse”) entnommen oder
abgeleitet, abgeleitet aus den gepriiften Konzernabschliissen, oder aus
unseren Buchfiihrungsunterlagen oder unserer Management-
Berichterstattung entnommen oder daraus abgeleitet. Die gepriiften
Konzernabschliisse wurden von der Gesellschaft nach den International
Financial Reporting Standards, wie sie in der EU anzuwenden sind
(,,IFRS¥), und den ergdnzend nach § 315¢ Handelsgesetzbuch
anzuwendenden handelsrechtlichen Rechnungslegungsvorschriften
aufgestellt. Der ungepriifte, verkiirzte Konzernzwischenabschluss wurde von
der Gesellschaft in Ubereinstimmung mit dem IFRS-Standard fiir
Zwischenberichterstattung (IAS 34) erstellt.

Einige der in diesem Abschnitt folgenden Finanzinformationen sind nicht aus
nach IFRS bestimmten Zahlen entnommen oder abgeleitet, sondern beruhen
auf nach den Deutschen Grundsitzen ordnungsgemiler Buchfithrung
(,,Deutsche GAAP*“) bestimmten Daten. Solche Finanzinformationen
konnen daher von auf IFRS basierenden Daten, die an anderen Stellen des
Prospekts dargestellt werden, abweichen und mit ihnen nicht vergleichbar
sein.

In diesen Tabellen ergeben zudem solche gerundeten Zahlen moglicherweise
nicht exakt die in den Tabellen angegebenen Summen. In Klammern
angegebene Finanzdaten sind negative Zahlen.
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Ausgewiihlte Finanzinformationen aus der Konzern-Gewinn-und-Verlustrechnung

Die nachfolgende Tabelle zeigt ausgewdhlte Finanzinformationen aus

unserer

Konzern-Gewinn-und

Verlustrechnung fiir die zum 30. Juni 2018 und zum 30. Juni 2017 endenden Sechsmonatszeitriume, sowie fiir

die Geschiftsjahre 2017, 2016 und 2015:

Fiir den zum 30. Juni

endenden
Sechsmonatszeitraum Fiir das Geschiiftsjahr
(in Millionen EUR) 2018 2017 2017 2016 2015
(ungepriift) (gepriift)

UMSALZETIOSE .....ooeveveiieee e 3.322,2 2.976,0 6.153,5 5.471,3 5.823.5
Bestandsveridnderungen un-/fertige Erzeugnisse............c..eeeeen.. 29,3 59,1 38,8 (11,1) (7,1)
Andere aktivierte Eigenleistungen 19,8 14,6 31,8 21,1 19,2
Gesamtleistung............................... 3.371,3 3.049,7 6.224,1 5.481,3 5.835,6
Sonstige betriebliche Ertrige 47,8 40,9 81,2 83,3 89,1
Materialaufwand.............oeeeriiiiiiiieeiiiiiee e (1.680,4) (1.463,6) | (3.009,6) (2.571,4) (2.747.3)
Personalaufwand ................coeoeiiiiiiiieee (746,5) (708,4) | (1.438,9) (1.272,1) (1.272,2)
Sonstige betriebliche Aufwendungen .............cccceeevviiieeeeennnnnns (410,0) (400,6) (741,3) (668,9) (636,2)
Ergebnis vor Zinsen, Steuern und Abschreibungen

(EBITDA) ... e e e e e e e e e e e 582,2 518,0 1.115,5 1.052,1 1.269,0
ADbSChreibungen..........cccoivviiiiiiiiiniiiiieiieee e (109,9) (94,9) (211,5) (165,7) (170,5)
Betriebsergebnis (EBIT) 4723 4231 904,0 886.,4 1.098,6
Ergebnis vor Steuern ........ 430,5 388,7 852,5 841,3 1.048,0
Jahresiiberschuss ................ccocoooeeiiiiiiii e 307,0 269,6 587,2 567,2 710,7

Ausgewiihlte Finanzinformationen aus der Konzernbilanz

Die nachfolgende Tabelle zeigt ausgewéhlte Finanzinformationen aus unserer Konzernbilanz zum 30. Juni 2018

und zum 31. Dezember 2017, 2016 und 2015:

Zum 30. Juni Zum 31. Dezember
(in Millionen EUR) 2018 2017 2016 2015
(ungepriift) (gepriift)

Vermogenswerte
Immaterielle Vermogenswerte und Geschifts-/ Firmenwert............. 552,6 540,5 484.,5 333,7
SAChaNIAZEN ....evvviiiiiiiiiiie e 1.099,8 1.116,4 1.099.4 1.014,9
Latente SteueranspriiChe.........cooocvvviiiiiniiiiiiiiiiiiiiece e 107,4 85,0 115,6 137,1
Langfristige Vermogenswerte ...............cccccceeevveiiiieeeeeniinieeeeennnns 1.923,5 1.870,1 1.815,2 1.513,1
VOITAL ...ttt e e e e e e e e e e e e e e e 831,6 748,8 611,1 625,5
Forderungen aus Lieferungen und Leistungen.... 1.420.4 1.147.9 971,4 947,3
Zahlungsmittel und Zahlungsmitteldquivalente .. 1.551,3 1.600,0 1.720,8 1.360,5
Kurzfristige Vermogenswerte .....................coooeiiiiiiiiiciiinniinnnnns 4.141,3 3.857,3 3.619,9 3.201,6
VermogenSWEILe ............coovviiiiiiiiiieeieeeeeieeeeeeaeeeeeeeeeeesenaees 6.064,8 5.727,4 5.435,1 4.714,7
Eigenkapital
Anteil der Gesellschafter der Knorr-Bremse AG am

Eigenkapital ...............cooooiiiiiiiii e 1.222,6 1.847,8 1.8134 1.684,0
Eigenkapital ... 1.308,5 1.995,7 1.965,9 1.838,1
Schulden
Finanzverbindlichkeiten 1.496,1 738,7 756,3 261,9
Langfristige Schulden 2.220,6 1.427,9 1.472,5 973,8
Verbindlichkeiten aus Lieferungen und Leistungen ...............c.c...... 1.042,7 894,1 754,5 727,0
FinanzverbindlichKeiten ...............ccccoiviiiiiiiiiiiiiiceee e 671,0 571,0 531,3 490,7
Sonstige VerbindlichKeiten............ccoooiiiiiiiiiiiiiiiiiiiniiiieeeeeee 148.,6 269.4 285.,5 271,0
Kurzfristige Schulden ..................cooooiiiiiiiiiii e 2.535,7 2.303,8 1.996,6 1.902,8
Schulden ..o 4.756,3 3.731,7 3.469,2 2.876,6
Bilanzsumme.................oooovviiiiiiiiiiiiiiiiii e 6.064,8 5.727,4 5.435,1 4.714,7
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Ausgewiihlte Finanzinformationen aus der Konzern-Kapitalflussrechnung

Die nachfolgende Tabelle zeigt ausgewihlte Daten aus unserer Konzern-Kapitalflussrechnung fiir die zum
30. Juni 2018 und 30. Juni 2017 endenden Sechsmonatszeitrdume und fiir die Geschéftsjahre 2017, 2016 und
2015:

Fiir den zum 30. Juni
endenden

Sechsmonatszeitraum Fiir das Geschiiftsjahr

(in Millionen EUR) 2018 2017 2017 2016 2015
(ungepriift) (gepriift)
Cashflow aus laufender Geschéftstitigkeit.......................... 249,1 200,1 679,9 769,2 959,5
Cashflow aus der Investitionstitigkeit ................................ (81,9) (173,9) (279,8) (448,2) (302,6)
Cashflow aus der Finanzierungstitigkeit
Einzahlungen aus der Aufnahme von Finanzkrediten... 7448 1,8 3,0 498,7 17,6

Cashflow aus der Finanzierungstitigkeit .................... (301,1) (480,1) (460,1) 41,2 (406,1)
Zahlungswirksame Verdnderung.................ccccoeocuvveeeennnn. (133,9) (453,8) (60,0) 362,1 250,7
Nettoverinderung in Finanzmittelfonds............................. (109,5) (502,6) (132,2) 371,7 272,1
Finanzmittelfonds am Ende der Periode.............................. 1.469,4 1.208,4 1.578,8 1.711,0 1.339,3

Ausgewihlte andere wesentliche Finanz- und Geschéftsinformationen fiir die Gruppe, nach Segment und
Region

Die nachfolgenden Tabellen zeigen ausgewihlte andere Finanz- und Geschiftsinformationen der Gruppe und
unserer operativen Segmente, fiir die zum 30. Juni 2018 und 30. Juni 2017 endenden Sechsmonatszeitraume und
fiir die Geschéftsjahre 2017, 2016 und 2015. Einige der folgenden Zahlen, Finanzkennzahlen und Anpassungen
stellen keine nach IFRS definierten Finanzkennzahlen dar und sind auch sonst nicht nach international
akzeptierten Rechnungslegungsstandards erstellt worden. Diese nicht nach IFRS definierten Zahlen sind durch
unser Management definiert und es ist moglich, dass diese Zahlen nicht mit dhnlichen Zahlen anderer
Unternehmen vergleichbar sind.

Fiir den zum 30. Juni

endenden
Sechsmonatszeitraum Fiir das Geschiiftsjahr
(in Millionen EUR, falls nicht anders angegeben) 2018 2017 2017 2016 2015
(ungepriift) (ungepru;';, gf:él;bl;f)ht anders
UMSALZETIOSE ... 3.322,2 2.976,0 6.153,5(  5471,30% 5.823,5(%
nach Segment(!)
davon Systeme fiir Schienenfahrzeuge............cccccovviieeeenn. 1.7442 1.549.4 3.260,1 2.978,7 3.331,0

davon Systeme fiir Nutzfahrzeuge
nach Region

1.577,3 1.427,3 2.890,6 2.493,0 2.491,8

davon Buropa/Afrika ........ccccoeeieieiiiiiiiiiiiiiee e 1.652,6 1.505,1 3.076,4 2.677,0 2.567,9

davon Asien-Pazifik ................ccoooiiiiiiiiiiiiiiee 936,6 775,77 1.690.,4 1,553,7 1.788.9

davon NordameriKa................oovviiiiiieeeiiiiiieeee e, 681,2 650,6 1.294,0 1.141,0 1.366,6

davon SUAameriKa.........ccoooeeeivuierviiiiiiiiiiiiiieeeeeeeeeeeeeeeeeee 51,8 44,6 92,8 99,5 100,1
Umsatzerloswachstum (in 90) ........ovveeeeeeiiiiiiiiieeeeeeeeeeinn. 11,6 n/a 12,5 (6,0) 11,6
Umsatzanteil auf dem Nachmarkt (in % der

Gesamtumsatzerlose) (basierend auf Deutschen GAAP)® ... 33,3 35,9 35,3 36,0 334

davon Systeme fiir Schienenfahrzeuge (in % der den
Systemen fiir Schienenfahrzeuge zuordenbare
UmSAtzerlose) @ ........cocueerveenieriienieeiienieeniee e 40,1 434 41,7 40,7 36,1

davon Systeme fiir Nutzfahrzeuge (in % der den Systemen

fiir Nutzfahrzeuge zuordenbare Umsatzerlose)® 25,8 27,7 27,9 30,2 29,8
EBITDAMG) s 582,2 518,0 1.115,5(9  1.052,1¢9  1.269,0¢9
davon Systeme fiir Schienenfahrzeuge 3222 276,1 639.3 624,0 797,3
davon Systeme fiir Nutzfahrzeuge ..........ooooovveeeiiinniineeenn. 259.6 242.8 503,7 425,7 468,1

EBITDA-Marge (in % der Umsatzerlose)® ........ccccoovuvvieeennn. 17,5 17,4 18,1 19,2 21,8
davon Systeme fiir Schienenfahrzeuge..............cccoeeeeeeecnn. 18,5 17,8 19,6 20,9 23,9
davon Systeme fiir Nutzfahrzeuge .........cccoccevveeiiinniinnienn. 16,5 17,0 17,4 17,1 18,8

EBITO@ s 472,3 423,1 904,00 886,4(%)  1.098,6(+)
davon Systeme fiir Schienenfahrzeuge 259,7 2199 523,3 547,6 7240
davon Systeme fiir Nutzfahrzeuge ............ooccveeeeiinniineeenn. 218.8 210,6 421,5 357,8 398.,0
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Fiir den zum 30. Juni

endenden
Sechsmonatszeitraum Fiir das Geschiiftsjahr
(in Millionen EUR, falls nicht anders angegeben) 2018 2017 2017 2016 2015
(ungepriift) (ungepru;':l, gf:éfbrg:)ht anders

EBIT-Marge (in % der Umsatzerlose)® ..........cccceeeevvinnneeenn. 14,2 14,2 14,7 16,2 18,9

davon Systeme fiir Schienenfahrzeuge 14,9 14,2 16,1 18,4 21,7

davon Systeme fiir Nutzfahrzeuge ............oocevveeeevnniiieeeenn. 13,9 14,8 14,6 14,4 16,0
Nettoumlaufvermogen (zum Bilanzstichtag)® ....................... 1.014,9 n/a 782,0 719,3 709,7
Net Financial Cash(©® . .........cccooouiiiiiiiiiiiiiiiee e (8,2) n/a 836,1 969,4 1.093,9
Cashflow aus betrieblicher Geschéftstiatigkeit.............ccceevnnne 2491 200,1 679,99 769,2() 959,5(
Freier Cash Flow™ .............covviiiieeeeiiiiiin, 150,2 114,0 450,0 5229 723,2
Cash Conversion Rate® .... 48,9 423 76,6 92,2 101,8
Investititonstétigkeit® .......... (98,9) (86,2) (229,9) (246,3) (236,3)
Eigenkapitalquote (in %)1® 21,6 n/a 34,8 36,2 39,0
Rendite auf eingesetztem Kapital (in %)) .......cceeevviiiieeenn. 17,7 n/a 37,1 38,5 53,4
) Gepriift.

M Die Finanzdaten unserer Segmentberichterstattung basieren auf Daten, die von nach Deutschen GAAP bestimmten
Daten abgeleitet sind und enthalten eine Uberleitung auf die IFRS Kennzahlen. Umsatzerlose nach Segmenten
berechnen sich als Summe aller berichtspflichtigen Segmente und Umsatzerlose aus der Uberleitung auf IFRS, im

Einklang mit der Information zu den berichts pflichtigen Segmenten.

@ Nachmarktverkidufe (Sekunddrmarkt) umfassen alle Umsatzerlose von Produkten und Dienstleistungen (z.B.
Ersatzteile, Erneuerung), die nicht mit einem neuen Erstausriistungsprodukt in Verbindung stehen; sie stammen aus
Daten, die nach den Deutschen GAAP erstellt wurden, und konnen daher von Daten nach den IFRS an anderen
Stellen des Prospekts abweichen und mit diesen nicht vergleichbar sein. Der Umsatzanteil auf dem Nachmarkt wird
auf Ebene der Gruppe als Prozentzahl der Gesamtumsatzerlose (basierend auf den Deutschen GAAP) und auf Ebene
der Segmente als Prozentzahl der Umsatzerlose in dem jeweiligen Segment (basierend auf den Deutschen GAAP)
berechnet. Die nachfolgende Tabelle zeigt die Umsatzerlose fiir die abgebildeten Zeitrdume entsprechend unserer
gesetzlich vorgeschriebenen Jahresabschliisse sowie unserer Buchhaltungsaufzeichnungen, die wiederum auf den

Deutschen GAAP basieren.

Fiir den zum 30. Juni
endenden
Sechsmonatszeitraum Fiir das Geschiiftsjahr
(in Millionen EUR, falls nicht anders angegeben) 2018 2017 2017 2016 2015
(ungepriift) (ungepriift)
Umsatzerlose (basierend auf Deutschen
GAAP) oo 3.347,1 3.045.4 6.235,7 5.494.3 5.830,6
davon Systeme fiir Schienenfahrzeuge ................ 1.749,6 1.596,9 3.325,2 2.990,3 3.341,1
davon Systeme fiir Nutzfahrzeuge ...................... 1.597.5 1.448.,5 2.928,0 2.523,2 24918
Nachmarktverkidufe (basierend auf Deutschen
GAAP) oo 1.113.9 1.095,1 2.204,2 1.980,2 1.947.6
davon Systeme fiir Schienenfahrzeuge ................ 701,0 693,7 1.387,2 1.218.4 1.204,7
davon Systeme fiir Nutzfahrzeuge ...................... 412,9 401,4 817,0 761,9 742,9
Umsatzanteil auf dem Nachmarkt (basierend auf
Deutschen GAAP) (in % der
GesamtumsatzerloSe) .........ovvvvvveieeeeeeriiiiiiiieeeeens 33,3 35,9 35,3 36,0 334
davon Systeme fiir Schienenfahrzeuge (in % der
den Systemen fiir Schienenfahrzeuge
zuordenbaren Umsatzerlosen)................eeen.... 40,1 43,4 41,7 40,7 36,1
davon Systeme fiir Nutzfahrzeuge (in % der den
Systemen fiir Nutzfahrzeugen zuordenbaren
UmsSatzerlOSen) .......eeeeeeeiiiiiiiiiiieeeeeeeeeiiiieeeeees 25,8 27,7 27,9 30,2 29,8
&) EBITDA wird definiert als Jahresiiberschuss/-fehlbetrag vor Steuern vom Einkommen und Ertrag, sonstigen

Finanzergebnissen, Zinsaufwendungen, Zinsertragen und Abschreibungen. Die EBITDA-Marge wird auf Ebene der
Gruppe als Prozentzahl der Gesamtumsatzerlose und auf Ebene der Segmente als Prozentzahl der Umsatzerlose in

dem jeweiligen Segment berechnet.
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Die nachfolgende Tabelle zeigt fiir die abgebildeten Zeitriume eine Uberleitung des EBITDA auf den
Jahrestiberschuss:

Fiir den zum 30. Juni
endenden

Sechsmonatszeitraum Fiir das Geschiiftsjahr

(in Millionen EUR) 2018 2017 2017 2016 2015
(ungepriift) (gepriift)
Ergebnis vor Zinsen, Steuern und Abschreibungen
(EBITDA) ..ot 582,2 518,0 1.115,5 1.052,1 1.269,0

Abschreibungen .... (109,9) (94,9) (211,5) (165,7) (170,5)
EBIT ... 472,3 423,1 904,0 886,4 1.098,6
ZINSEIIIAZE ..eeeeeeiiiiieeeeeeiiieee e e e et e e e e e eeee e e 11,2 11,9 24.0 19,2 21,7
Zinsaufwendungen ...................... (18,2) (21,3) (38,8) (28,7) (29,2)
Sonstiges Finanzergebnis............. (34,8) (24,9) (36,8) (35,7) (43,1)
Steuern vom Einkommen und Ertrag ... (123,5) (119,1) (265,2) 274,1) (337,4)
Jahresiiberschuss.................ccooooiiiiiiiiiiiiiiiiiiiiiinns 307,0 269,6 587,2 567,2 710,7

EBIT wird definiert als Jahresiiberschuss/-fehlbetrag vor Steuern vom Einkommen und Ertrag, sonstigen
Finanzergebnissen, Zinsaufwendungen und Zinsertrigen. Die EBIT-Marge wird auf Ebene der Gruppe als
Prozentzahl der Gesamtumsatzerlose und auf Ebene der Segmente als Prozentzahl der Umsatzerlose in dem
jeweiligen Segment berechnet.

Die nachfolgende Tabelle zeigt fiir die abgebildeten Zeitriume eine Uberleitung des EBIT auf den Jahresiiberschuss:

Fiir den zum 30. Juni
endenden

Sechsmonatszeitraum Fiir das Geschiiftsjahr

(in Millionen EUR) 2018 2017 2018 2017
(ungepriift) (gepriift)

Betriebsergebnis (EBIT).............ccccccovviiniiiiieeninnn, 472,3 423,1 904,0 886,4 1.098,6
ZINSCIIIAZE ..eeeeeeiiiiiieeeeeeiiieee e e e et e e e e et eeeee e 11,2 11,9 24,0 19,2 21,7
Zinsaufwendungen ...........c.eeeieeriiiiiiieeeeniiiieeeee e (18,2) (21,3) (38.8) (28,7) (29,2)
Sonstiges Finanzergebnis..........cc.eeeeeeevniiiiceerinnnnnenen. (34,8) (24,9) (36,8) (35,7) (43,1)
Steuern vom Einkommen und Ertrag ... (123,5) (119,1) (265,2) 274,1) (337,4)
Jahresiiberschuss....................ccoooeeiiiiiiiii 307,0 269,6 587,2 567,2 710,7

Nettoumlaufvermogen wird definiert als der Saldo von Vorriten, Forderungen aus Lieferungen und Leistungen,
Forderungen aus Fertigungsauftrigen, Verbindlichkeiten aus Lieferungen und Leistungen, Verbindlichkeiten aus
Fertigungsauftrigen und erhaltenen Anzahlungen.

Das Net Financial Cash wird berechnet, indem die Schulden — bestehend aus kurzfristigen und langfristigen
Schulden (ihrerseits jeweils bestehend aus Verbindlichkeiten gegeniiber Banken, Anleiheverbindlichkeiten und
Leasingverbindlichkeiten) — von den Zahlungsmitteln und Zahlungsmitteldquivalenten subtrahiert werden.

Freier Cashflow wird definiert als Cashflow aus betrieblicher Geschiftstitigkeit abziiglich Investitionstitigkeit (wie
unter FuBinote 9 definiert).

Die Cash Conversion Rate wird definiert als freier Cashflow dividiert durch den Jahresiiberschuss/-fehlbetrag.

Investitionstitigkeit wird definiert als Zahlungen, die zum Kauf von Sachanlagen und immateriellen
Vermogenswerten gemacht werden.

Die Eigenkapitalquote wird berechnet, indem das Eigenkapital durch Eigenkapital und Schulden (die Bilanzsumme)
dividiert wird.

Die Rendite auf das eingesetzte Kapital wird definiert als EBIT dividiert durch das eingesetzte Kapital (Summe aller
Sachanlagen, immaterieller Vermogenswerte und Nettoumlaufvermogen).

Wesentliche Jiingere Entwicklungen
Anderungen der

X Im Juni und Juli 2018 schlossen wir mit Continental Automotive GmbH eine
Finanzlage und des

Kooperationsvereinbarung. Mit dieser Kooperation beabsichtigen wir, ein

operatlYen fithrender Tier-1 Zulieferer fiir hochautomatisierte Fahrzeugkomponenten
Ergebnisses des . . .
Emittenten und Systeme in unserem adressierbaren Markt fiir Nutzfahrzeugsysteme zu

werden. Im Juni 2018 unterzeichneten wir zudem einen Vertrag mit einigen
Tochtergesellschaft der Federal Mogul Holdings LLC zur Ubertragung und
Riicklizenzierung von Know-how fiir die Entwicklung und Produktion von
Produkten im Bereich Reibmaterialien fiir Schienenfahrzeuge und damit
zusammenhidngender Technologien. Auf diese Weise bekriftigen wir weiter
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unsere Systemexpertise und investieren in neue und verbesserte
kundenorientierte Produkte. Das Fahrsimulatorengeschift Sydac Pty Ltd im
Bereich Systeme fiir Nutzfahrzeuge wurde im Juli 2018 an Oktal, Société par
actions simplifiée, verkauft. Die Abgabe von Sydac ist Teil einer
Neuausrichtung unseres Portfolios im Bereich der Systeme fiir
Nutzfahrzeuge und spiegelt unsere verstirkte Fokussierung auf vernetzte
Subsysteme fiir Schienenfahrzeuge wider. Dariiber hinaus fiihrten wir die
VerduBerung der sogenannten Blueprint Unternehmensgruppe fort, die einen
gewissen Anteil unseres Wartungsgeschifts von Schienenfahrzeugen in
Schweden und im Vereinigten Konigreich ausmachte. Im August 2018
schlossen wir  eine Vereinbarung zum  Verkauf  unseres
Schienenfahrzeuggeschifts im Vereinigten Konigreich an die mutares
Holding-25 AG. Gegenstand waren die Knorr-Bremse RailServices (UK)
Limited und Kiepe Electric Limited. Mit diesem Schritt fithren wir unsere
andauernden Bemiihungen fort, unsere strategische Fokussierung auf unsere
Kernkompetenzen als Schliisselzulieferer fiir die Schienenindustrie mit
Angeboten von Subsystemen, Komponenten und damit zusammenhédngenden
Dienstleistungen neu auszurichten.

Am 30. August 2018 bestellte der Aufsichtsrat Dr. Jirgen Wilder als
Mitglied des Vorstands der Gesellschaft (der ,,Vorstand). Dr. Wilders
Amtszeit lduft vom 1. September 2018 bis zum 31. August 2021. Mit seinem
Amtsantritt tibernahm er die Verantwortung fiir das Segment Systeme fiir
Schienenfahrzeuge.

Herr Georg Hirter legte mit Wirkung ab dem 31. August 2018 sein Amt als
Mitglied und als Vorsitzender des Aufsichtsrats der Gesellschaft (der
,2Aufsichtsrat®) nieder. Am 29. August 2018 und mit Wirkung ab dem 1.
September 2018 wurde Prof. Klaus Mangold zum Mitglied des Aufsichtsrats
gewihlt. Am 29. August 2018 wurde er ebenfalls zum Vorsitzenden des
Aufsichtsrats gewdhlt.

Sechsmonatszeitriume, die am 30. Juni 2017 und am 30. Juni 2018
endeten

In dem zum 30. Juni 2018 endenden Sechsmonatszeitraum stiegen unsere
Umsatzerlose um 346,2 Millionen Euro, oder 11,6 %, von 2.976,0 Millionen
Euro in dem zum 30. Juni 2017 endenden Sechsmonatszeitraum auf
3.322,2 Millionen Euro. Diese Steigerung ist zuriickzufithren auf das
Wachstum der Umsatzerlose sowohl in unserem Segment Systeme fiir
Schienenfahrzeuge als auch in unserem Segment Systeme fiir Nutzfahrzeuge.
Diese Steigerung der Umsatzerlose war beinahe vollstdndig organisch, da die
letzte Akquisition in unser Segment Systeme fiir Schienenfahrzeuge — Kiepe
Electric — im Februar 2017 erworben wurde. Die Umsatzerlose in dem zum
30. Juni 2017 endenden Sechsmonatszeitraum wiren um 12,3 Millionen Euro
hoher gewesen, wenn Kiepe Electric am 1. Januar 2017 erworben worden
wire.

In unserem Segment Systeme fiir Schienenfahrzeuge wuchsen die
Umsatzerlose um 194,8 Millionen Euro, oder 12,6 %, auf 1.744,2 Millionen
Euro in dem zum 30. Juni 2018 endenden Sechsmonatszeitraum, im
Vergleich zu 1.549,4 Millionen Euro in dem zum 30. Juni 2017 endenden
Sechsmonatszeitraum. Diese Steigerung lag in erster Linie an der starken
Entwicklung hauptsdchlich in den Bereichen Personennahverkehr und
Schienen-Service in China sowie in Indien. Zudem trugen Verkidufe von
Brems- und On-Board-Systemen in Europa sowie das Passagier- und
Frachtgeschift in Nordamerika positiv zur der Steigerung der Umsatzerlose
im Segment Systeme fiir Schienenfahrzeuge bei.

In dem zum 30. Juni 2018 endenden Sechsmonatszeitraum wuchsen die
Umsatzerlose des Segments Systeme fiir Nutzfahrzeuge um 150,0 Millionen
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Euro, oder 10,5 %, von 1.427,3 Millionen Euro in dem zum 30. Juni 2017
endenden Sechsmonatszeitraum auf 1.577,3 Millionen Euro. Diese
Steigerung war hauptsichlich das Resultat einer starken Entwicklung im
Bereich Originalteile (,,OE®) infolge eines weiteren Anstiegs der weltweiten
Produktionsraten ~ von  Lastkraftwagen  sowie  einer  stidrkeren
Marktdurchdringung in Nordamerika. In Asien trug der Einsatz neuer
Technologien vor allem in China weiter zu einem Anstieg der Umsatzerlose
im Segment Systeme fiir Nutzfahrzeuge bei.

Auf regionaler Ebene wuchsen unsere Umsatzerlose in Europa/Afrika um
147,6 Millionen Euro, oder 9,8 %, von 1.505,1 Millionen Euro in dem zum
30. Juni 2017 endenden Sechsmonatszeitraum auf 1.652,6 Millionen Euro in
dem zum 30. Juni 2018 endenden Sechsmonatszeitraum, was 49,7 % unserer
Gesamtumsatzerlose ausmachte (50,6 % in dem zum 30. Juni 2017 endenden
Sechsmonatszeitraum). Diese Steigerung war insbesondere den bereits
erwahnten hoheren Verkaufszahlen von Brems- und On-Board-Systemen
zuzuschreiben.

In der Region Asien-Pazifik stiegen die Umsatzerlose um 160,9 Millionen
Euro, oder 20,7 %, von 775,7 Millionen Euro in dem zum 30. Juni 2017
endenden Sechsmonatszeitraum, im Vergleich zu 936,6 Millionen Euro in
dem zum 30. Juni 2018 endenden Sechsmonatszeitraum, was 28,2 % unserer
Gesamtumsatzerlose ausmachte (26,1 % in dem zum 30. Juni 2017 endenden
Sechsmonatszeitraum). Diese Steigerung war in erster Linie dem Wachstum
beider operativen Segmente in China sowie dem Wachstum des
Schienengeschifts in Indien zuzuschreiben.

Unsere Umsatzerlose in der Region Nordamerika stiegen um 30,6 Millionen
Euro, oder 4,7 %, von 650,6 Millionen Euro in dem zum 30. Juni 2017
endenden Sechsmonatszeitraum auf 681,2 Millionen Euro in dem zum
30. Juni 2018 endenden Sechsmonatszeitraum, was 20,5 % unserer
Gesamtumsatzerlose ausmachte (21,9 % in dem zum 30. Juni 2017 endenden
Sechsmonatszeitraum). Dieses Wachstum resultierte vorrangig aus der
bereits erwidhnten starken Entwicklung der Leistung im OE Bereich, die auf
weiteren Wachstum der weltweiten Produktionsraten fiir Lastkraftwagen
basiert, sowie aus stidrkerer Marktdurchdringung in Nordamerika und einer
giinstigen Entwicklung der Verkaufszahlen in dem Passagier- und
Frachtgeschift.

In unserer Region Siidamerika stiegen die Umsatzerlose um 7,2 Millionen
Euro, oder 16,2 %, von 44,6 Millionen Euro in dem zum 30. Juni 2017
endenden Sechsmonatszeitraum auf 51,8 Millionen Euro in dem zum
30. Juni 2018 endenden Sechsmonatszeitraum, was 1,6 % unserer
Gesamtumsatzerlose ausmachte (1,5 % in dem zum 30. Juni 2017 endenden
Sechsmonatszeitraum). Der Hauptgrund fiir diese Steigerung war eine
weitere Erholung des Markts fiir Nutzfahrzeuge in dieser Region.

In dem zum 30. Juni 2018 endenden Sechsmonatszeitraum stieg unser Ergebnis
vor Zinsen, Steuern und Abschreibungen (EBITDA) um 64,2 Millionen Euro,
oder 12,4 %, auf 582,2 Millionen Euro im Vergleich zu 518,0 Millionen Euro in
dem zum 30. Juni 2017 endenden Sechsmonatszeitraum.

Die Wachstumsrate unseres EBITDA war hoher als die 11,6 %ige Steigerung
der Umsatzerlose. Dies lag in erster Linie an um 16,9 % gestiegenen
sonstigen betrieblichen Ertrigen, die nur teilweise aufgewogen wurden,
insbesondere durch den um 14,8 % hoheren Materialaufwand in dem zum
30. Juni 2018 endenden Sechsmonatszeitraum.

In unserem Segment Systeme fiir Schienenfahrzeuge stieg unser EBITDA
um 46,1 Millionen Euro, oder 16,7 %, auf 322,2 Millionen Euro in dem zum
30. Juni 2018 endenden Sechsmonatszeitraum, im Vergleich zu
276,1 Millionen Euro in dem zum 30. Juni 2017 endenden
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Sechsmonatszeitraum. Dieser Anstieg war in erster Linie den hdoheren
Segmentumsatzerldsen zuzuschreiben. Dabei profitierten wir zusitzlich von
einer positiven regionalen Mischung, insbesondere im Hinblick auf den
Beitrag Chinas zu den Umsatzerlosen.

In dem zum 30. Juni 2018 endenden Sechsmonatszeitraum verbuchte das
Segment Systeme fiir Nutzfahrzeuge eine Steigerung unseres EBITDA um
16,8 Millionen Euro, oder 6,9%, von 242,8 Millionen Euro im zum 30. Juni
2017 endenden Zeitraum auf 259,6 Millionen Euro. Der Grund hierfiir lag
vorrangig in hoheren Umsatzerlosen in allen Regionen aufgrund der
weltweiten positiven Entwicklung der Produktionsrate von Lastkraftwagen
und dem damit einhergehenden Wachstum OE-Geschift.

In dem zum 30. Juni 2018 endenden Sechsmonatszeitraum wuchs unser
Jahresiiberschuss um 37,4 Millionen Euro, oder 13,9 %, von 269,6 Millionen
Euro in dem zum 30. Juni 2017 endenden Sechsmonatszeitraum auf
307,0 Millionen Euro. Davon stieg der dem Gesellschafter der Knorr-Bremse
AG zurechenbare Gewinn um 47,2 Millionen Euro, oder 20,0 %, von
236,4 Millionen Euro in dem zum 30. Juni 2017 endenden
Sechsmonatszeitraum auf 283,5 Millionen Euro in dem zum 30. Juni 2018
endenden  Sechsmonatszeitraum. Der den nicht beherrschenden
Gesellschaftern zuzuordnende Gewinn verminderte sich um 9,8 Millionen
Euro, oder 29,5 %, von 33,3 Millionen Euro in dem zum 30. Juni 2017
endenden Sechsmonatszeitraum auf 23,5 Millionen Euro in dem zum
30. Juni 2018 endenden Sechsmonatszeitraum. Der den nicht
kontrollierenden Beteiligungen zuzurechnende Gewinn bezog sich in dem
am 30. Juni 2017 und am 30. Juni 2018 endenden Sechsmonatsperioden auf
die Minderheitsbeteiligungen der Knorr-Brake Holding Corporation,
Delaware, USA, und der Knorr-Bremse CARS LD Co. Ltd., Daxing, China.
Im April 2018 wurden alle stimmrechtslosen Vorzugsaktien an Knorr-Brake
Holding Corporation, Delaware, USA, zuriickerworben und eingezogen. Der
Erwerbspreis von 130,6 Millionen Euro umfasste zudem die
Dividendenanspriiche des vorherigen Anteilshabers Ursus, zum 1. Januar
2018. Daher reduzierte sich der auf den nicht beherrschenden Gesellschafter
zuzuordnende Gewinn in Bezug auf Knorr-Brake Holding Corporation,
Delaware, USA, auf Null in der am 30 Juni 2018 endenden
Sechsmonatsperiode.

Die Erhohung des Jahresiiberschusses hat ihren Grund hauptsidchlich im
gesteigerten Ergebnis vor Steuern. Ein schwacher Gegeneffekt ergibt sich
aus der Erhohung von Steuern vom Einkommen und vom Ertrag um
4,4 Millionen Euro, oder 3,7 %, von (119,1) Millionen Euro in dem zum
30. Juni 2017 endenden Sechsmonatszeitraum auf (123,5) Millionen Euro in
dem zum 30. Juni 2018 endenden Sechsmonatszeitraum, hauptsichlich
wegen dem gestiegenen Ergebnis vor Steuern.

Der nominale Steuersatz betrug in dem zum 30. Juni 2018 endenden
Sechsmonatszeitraum 32,8 %. In Ubereinstimmung mit IAS 34 wurde die
Berechnung der Steuern fiir den Konzern auf dem erwarteten effektiven
Steuersatz fiir das Gesamtjahr von 29,0 % basiert (in dem zum 30. Juni 2017
endenden Sechsmonatszeitraum: 31,1 %). Die Differenz zwischen dem
nominalen Steuersatz lag insbesondere an den niedrigeren lokalen
Steuersidtzen im Vergleich zum nominalen Steuersatz auf Konzernebene,
dauerhaften Unterschieden, die sich aus Steuerkorrekturen ergaben, sowie
der fehlenden Bildung aktiver latenter Steuern auf laufende Verluste des
laufenden Geschiftsjahrs und Verlustvortragen, die wir als nicht
erstattungsfihig bewertet haben.
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Geschidiftsjahr 2017 und Geschdiftsjahr 2016

Im Geschiftsjahr 2017 wuchsen unsere Umsatzerlése um 682,3 Millionen
Euro, oder 12,5 %, von 5.471,3 Millionen Euro im Geschiftsjahr 2016 auf
6.153,5 Millionen Euro. Diese Steigerung ist zuriickzufiihren auf das
Wachstum der Umsatzerlose sowohl im Segment Systeme fiir
Schienenfahrzeuge als auch im Segment Systeme fiir Nutzfahrzeuge.
Teilweise wurde dieses Wachstum jedoch durch die negativen Auswirkungen
von Wechselkursverdnderungen aufgewogen.

In unserem Segment Systeme fiir Schienenfahrzeuge stiegen die
Umsatzerlose im Geschiftsjahr 2017 aufgrund von Wachstum in allen
Regionen bis auf Siidamerika um 281,4 Millionen Euro, oder 9,4 %, auf
3.260,1 Millionen Euro, verglichen mit 2.978,7 Millionen Euro im Jahr 2016.
Diese Steigerung resultiert aus einer iiberwiegend positiven Entwicklung im
weltweiten Markt fiir Schienenfahrzeuge. In der Region Europa/Afrika
iibertraf der Markt leicht das vorherige Jahr, wihrend er in der Region
Asien-Pazifik bei positiven Entwicklungen im indischen Fahrgastmarkt stabil
blieb. Wachstum wurde durch Investitionen im nordamerikanischen
Passagierverkehrmarkt, z.B. in ein neues Hochgeschwindigkeitsprojekt,
erzielt, wohingegen unsere Umsatzerlose in Siidamerika aufgrund der Lage
der brasilianischen Wirtschaft leicht zuriickgingen. Ferner trug der Kauf von
Kiepe Electric im Februar 2017 180,5 Millionen Euro zu unseren
Umsatzerlosen im Geschiftsjahr 2017 bei, wihrend dies im Jahr 2016 noch
nicht der Fall war.

In unserem Segment Systeme fiir Nutzfahrzeuge stiegen die Umsatzerlose im
Geschiftsjahr 2017 um 397,6 Millionen Euro, oder 16,0 %, von
2.493,0 Millionen Euro im Jahr 2016 auf 2.890,6 Millionen Euro. Dieses
Wachstum beruhte vorrangig auf einer positiven Entwicklung im weltweiten
Markt fiir Nutzfahrzeuge sowie in einer Mehrzahl der regionalen Mirkte, in
denen wir titig sind. Dabei ist die Steigerung vor allem auf ein starkes
Wachstum der Produktionsrate von Lastkraftwagen und dem damit
einhergehenden Umsatzerloswachstum in China zuriickzufithren. Zudem
nahm das Geschift mit Lastkraftwagen und Anhingern in Nord- und
Siidamerika in dem hier betrachteten Jahr Fahrt auf, wihrend das
Europageschift lebhaft blieb. Im Mérz 2017 erwarben wir Bosch Japans
Transmission Systems Geschiftsbereich fiir StraBenfahrzeuge (TRS), was
ebenfalls zur Steigerung unserer Umsatzerlose in 2017 beitrug, wihrend dies
im vorangegangenen Jahr noch nicht der Fall war. Ein weiterer Beitrag zum
Wachstum folgte aus der Ubernahme der G.T. Group Ltd., Peterlee,
Vereinigtes Konigreich (,,GT Gruppe®), welche wir ab dem 5. Juli 2016
konsolidierten; das bedeutet, dass die Umsatzerlose, die diesem Geschift
zurechenbar sind, in den letzten knapp sechs Monaten des Jahres 2016
26,2 Millionen Euro betrugen, verglichen mit 57,0 Millionen Euro, die
verzeichnet worden wiren, wenn die Geschiftsiibernahme am 1. Januar 2016
erfolgt wire. Ferner fiihrte die Ubernahme der tedrive Steering Systems
GmbH, Wiilfrath, Deutschland (,,tedrive Gruppe*) zum 1. September 2016
wegen der anfingliche Umesatzbeitrdige fiir vier Monate zu
28,9 Millionen Euro zusitzlichen Umsatzerlosen. Wire die Ubernahme zu
Jahresbeginn erfolgt, hitte die tedrive Gruppe im Jahr 2016
83,7 Millionen Euro beigetragen.

Auf regionaler Ebene wuchsen die Umsatzerlose in Europa/Afrika um
399,3 Millionen Euro, oder 14,9 %, von 2.677,0 Millionen Euro in 2016 auf
3.076,4 Millionen Euro im Jahr 2017, was 50,0 % der konsolidierten
Gesamtumsatzerlose unserer Gruppe ausmachte (2016: 48,9 %). Diese
Steigerung resultierte insbesondere aus steigenden Umsatzerlésen im
Segment Systeme fiir Nutzfahrzeuge in Europa. Grund dafiir war
insbesondere  die  Erweiterung unser neuen Geschiftstitigkeiten:
Motorbeliiftung, Lenksysteme und Getriebesteuerung. Dariiber hinaus
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unterstiitze ein stabiles Niveau an Auftragseingingen aus dem Bereich des
europdischen Passagier- und Frachtverkehrs die Umsatzerlose in der Region
Europa/Afrika, der auch vom Wachstum unserer Umsatzerldse in unserem
Segment Systeme fiir Schienenfahrzeuge getragen wurde. Auch das
Nachmarktgeschift RailServices verbuchte eine positive Entwicklung.
Wihrend das Geschéft mit der Herstellung von Originalteilen (,,OEM®) in
Deutschland und im Vereinigten Konigreich deutlich gewachsen ist, war es
in der Ttrkei riickldufig. Zudem wurden erstmals die Umsatzerlose fiir Kiepe
Electric in der Region Europa/Afrika erfasst.

In der Region Asien-Pazifik stiegen die Umsatzerlose um 136,7 Millionen
Euro, oder 8,8 %, von 1.553,7 Millionen Euro im Geschiftsjahr 2016 auf
1.690,4 Millionen Euro 2017, was 27,5 % der konsolidierten
Gesamtumsatzerlose unserer Gruppe ausmachte (2016: 284 %). Dies
resultierte  insbesondere aus  einer  positiven  Entwicklung  des
Nutzfahrzeugmarktes in China. In China profitierten wir vom
wiederauflebenden Markt fiir Hochgeschwindigkeitsziige und Lokomotiven,
wihrend wir uns in Australien einen Anteil bei verschiedenen Projekten im
Bereich des Personennahverkehrs sichern konnten. Auch Indien trug zum
Wachstum bei. So beauftragte die staatliche indische Fisenbahngesellschaft
(India Railways) den Fahrzeughersteller ICF Chennai mit der Entwicklung und
Produktion von einem neuen mehrgliedrigen Schienenfahrzeug, fiir das
Knorr-Bremse Indien Bremssysteme sowie automatische Schwenkschiebetiiren
mit Schiebetritten liefern soll.

Unsere Umsatzerlose in der Region Nordamerika stiegen um 153,0 Millionen
Euro, oder 13,4 %, von 1.141,0 Millionen Euro im Geschiftsjahr 2016 auf
1.294,0 Millionen Euro im Geschiftsjahr 2017, was 21,0 % der
konsolidierten Gesamtumsatzerlose unserer Gruppe ausmachte (2016:
20,9 %). Dieses Wachstum resultierte vorrangig aus dem dynamischen
Wachstum im Segment Systeme fiir Nutzfahrzeuge in Nordamerika, der
insbesondere von zwei Trends profitierte: (i) Lastkraftwagenhersteller
filhrten eine umfassendere Ausstattung pro Fahrzeug mit Systemen zur
Kollisionsvermeidung als Standard ein; und (ii) Druckluftscheibenbremsen
ersetzten zunehmend Trommelbremsen als Standard an allen Achsen. Andere
Griinde  fir das  Wachstum  waren die  Erweiterung  der
Personennahverkehrsnetze  sowie der verbesserte  Frachtmarkt in
Nordamerika.

In unserer Region Siidamerika verringerten sich unsere Umsatzerlose um
6,7 Millionen Euro, oder 6,8 %, von 99,5 Millionen Euro im Geschiftsjahr
2016 auf 92,8 Millionen Euro im Geschiftsjahr 2017, was 1,5 % unserer
konsolidierten Gesamtumsatzerlose ausmachte (2016: 1,8 %). Der
Hauptgrund fiir diesen Riickgang waren geringere Umsatzerlose im
stidamerikanischen = Bereich der Schienenfahrzeuge aufgrund der
krisengetroffenen brasilianischen Wirtschaft.

Im Geschiftsjahr 2017 stieg unser Ergebnis vor Zinsen, Steuern und
Abschreibungen (EBITDA) um 63,4 Millionen Euro, oder 6,0 %, von
1.052,1 Millionen Euro im Geschiftsjahr 2016 auf 1.115,5 Millionen Euro
im Geschéftsjahr 2017.

Dies ist maBgeblich auf einen gesteigerten EBITDA in unserem Segment
Systeme fiir Nutzfahrzeuge infolge hoherer Umsatzerlose zuriickzufiihren.
Diese resultieren aus einer vorteilhaften Entwicklung der Verkaufszahlen
von Originalteilen, die ihren Grund wiederum in einer weltweit gesteigerten
Produktionsrate von Lastkraftwagen hat. Unser EBITDA wuchs allerdings
schwicher als die 12,5 %ige Steigerung der Umsatzerlose im Wesentlichen
wegen des Anstiegs des Materialaufwandes um 17,0 %, der nur teilweise
durch das geringere Wachstum der sonstigen betrieblichen Aufwendungen
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ausgeglichen wurde. Dies gilt trotz der aullergewohnlichen Aufwendungen
im Zusammenhang mit der versuchten Ubernahme von Haldex AB, der
Umstellung der Rechnungslegung der Gruppe auf IFRS, der Vorbereitung
des Borsengangs des Unternehmens und des Verlustes aufgrund des
russichen Mietvertrags. Ferner hatten im Jahr 2017
Wechselkursschwankungen in einem niedrigen zweistelligen
Millioneneurobetrag negativen Einfluss auf unser EBITDA.

In unserem Segment Systeme fiir Schienenfahrzeuge wuchs der EBITDA im
Geschiftsjahr 2017 um 15,4 Millionen Euro, oder 2,5 %, auf 639,3 Millionen
Euro, verglichen mit 624,0 Millionen Euro im Geschiftsjahr 2016. Der
geringe Anstieg ldsst sich hauptsidchlich auf den infolge von Verkiufen
entstandenen Gewinnbeitrag zuriickfithren, der teilweise durch den negativen
Ergebnisbeitrag aufgrund unserer erstmaligen Konsolidierung von Kiepe
Electric aufgewogen wurde.

Im Jahr 2017 verbuchte das Segment Systeme fiir Nutzfahrzeuge eine
Steigerung unseres EBITDA um 78,0 Millionen Euro, oder 18,3 %, von
425,7 Millionen Euro im Jahr 2016 auf 503,7 Millionen Euro. Der Grund
hierfiir lag vorrangig in hoheren Umsatzerlosen in allen Regionen, die einen
zusitzlichen Gewinnbeitrag zur Folge hatten.

Im Geschiftsjahr 2017 wuchs unser Jahresiiberschuss fiir diesen Zeitraum
um 20,1 Millionen Euro, oder 3,5 %, von 567,2 Millionen Euro im
Geschiftsjahr 2016 auf 587,2 Millionen Euro. Davon stieg der den
Gesellschaftern der Knorr-Bremse AG  zurechenbare Gewinn um
9,2 Millionen Euro, oder 1,7 %, von 526,3 Millionen Euro im Geschiftsjahr
2016 auf 535,5 Millionen Euro, und der dem nicht beherrschenden
Gesellschafter zuzuordnende Gewinn stieg um 10,9 Millionen Euro, oder
26,7 %, von 40,8 Millionen Euro im Geschiftsjahr 2016 auf 51,7 Millionen
Euro im Geschiftsjahr 2017. Der den nicht kontrollierenden Beteiligungen
zuzurechnende Gewinn bezog sich im Geschiftsjahr 2017 und im
Geschiftsjahr 2016 auf die Minderheitsbeteiligungen der Knorr-Brake
Holding Corporation, Delaware, USA, und der Knorr-Bremse CARS LD
Co. Ltd., Daxing, China. Der Anstieg des auf den nicht beherrschenden
Gesellschafter zuzuordnenden Gewinn bezog sich hauptsichlich auf die
Minderheitsbeteiligung der Knorr-Bremse CARS LD Co. Ltd., Daxing,
China, an Knorr-Bremse, die vom Umsatzerloswachstum in China
profitierte.

Dieser Anstieg hat seinen Grund hauptsichlich im gesteigerten Ergebnis vor
Steuern sowie einem geringeren effektiven Steuersatz von 31,1 % im
Geschiftsjahr 2017, verglichen mit 32,6 % im Geschiftsjahr 2016, der vor
allem auf internationale Steuerrechtsreformen, z.B. in den USA und
Frankreich, und auf einen um 7,2 Millionen Euro auf 13,6 Millionen Euro
gesteigerten latenten Steueraufwand, verglichen mit 6,3 Millionen Euro im
Jahr 2016, zuriickzufithren ist. Entsprechend sanken die Steuern vom
Einkommen und vom Ertrag um 8,9 Millionen Euro, oder 3,2 % von
(274,1) Millionen Euro im Geschiftsjahr 2016 auf (265,2) Millionen Euro im
Jahr 2017.

Geschdiftsjahr 2016 und Geschdiftsjahr 2015

Im Geschiftsjahr 2016 verringerten sich unsere Umsatzerlose um
352,3 Millionen Euro, oder 6,0 %, von 5.823,5 Millionen Euro im Jahr 2015
auf 5.471,3 Millionen Euro. Dies geschah hauptsichlich aufgrund von
geringeren Verkaufszahlen im Segment Systeme fiir Schienenfahrzeuge.
Ferner hatten Wechselkursschwankungen negative Auswirkungen auf unsere
Umsatzerlose im Geschiftsjahr 2016.
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Der Hauptgrund fiir diesen Riickgang waren verminderte Umsatzerlose in
unserem Segment Systeme fiir Schienenfahrzeuge, die um 352,3 Millionen
Euro, oder 10,6 %, von 3.331,0 Millionen Euro im Geschiftsjahr 2015 auf
2.978,7 Millionen Euro im Jahr 2016 sanken. Dieser Riickgang spiegelte eine
zeitweilige Verringerung der weltweiten Nachfrage fiir Schienenfahrzeuge
wider. Wesentliche Griinde dafiir waren in dem hier betrachteten Jahr eine
volatile Entwicklung der Weltwirtschaft zusammen mit einem langsamen
Marktwachstum, insbesondere in China und Nordamerika. Nach
auBergewohnlichem Wachstum in 2014 und 2015 normalisierte sich
insbesondere in China die Nachfrage fiir Hochgeschwindigkeitsziige und
Lokomotiven auf ein nachhaltigeres jdhrliches Volumen. Ferner beeinflusste
eine zyklische Verlangsamung des Geschifts mit Giiterwagen und
Lokomotiven in Nordamerika die Entwicklung der Umsatzerlose. Durch
weitere Expansion unseres Personennahverkehrsgeschifts sowie des
RailServices in diesen Mirkten gelang es uns, den Riickgang der
Umsatzerlose teilweise aufzufangen.

Im Gegensatz dazu blieb das Segment Systeme fiir Nutzfahrzeuge mit einer
geringfiigigen Steigerung der Umsatzerlose um 1,1 Millionen Euro, oder
0,0 %, von 2.491,8 Millionen Euro im vorangegangenen Jahr auf
2.493,0 Millionen Euro im Jahr 2016 stabil. Wahrend der Weltmarkt fiir
Nutzfahrzeuge in dem hier betrachteten Jahr insgesamt einen bescheidenen
Aufschwung erlebte, zeigte das Geschift mit Lastwagen und Anhéngern in
Europa und Asien Fortschritt und egalisierte die zyklische Marktvolatilitiit in
Nordamerika. Im Jahr 2016 waren Bremsscheibensysteme und elektrische
Bremssysteme als Produktgruppen die Haupttreiber der Verkaufszahlen im
Segment Systeme fiir Nutzfahrzeuge in Europa. Es gelang uns unter
anderem, die Position als Marktfithrer im Bereich der Bremssteuerung
auszubauen. Dariiber hinaus fiithrten wir im Geschéftsbereich Nachmarkt im
Jahr 2016 die Marke TruckServices ein, die unsere Dienstleistungen in
diesem Geschiftsbereich vereint und das Ziel hat, verldssliche sowie
okonomische Losungen im Bereich Fehlerdiagnosen, Wartung und Reparatur
unabhingig vom Modell und Alter anzubieten.

Ein weiterer Grund fiir das Wachstum waren ferner zu einem gewissen Malle
mehrere Unternehmenskdufe im Jahr 2016. Im Juli 2016 erwarben wir die
GT Gruppe, die ab Juli 2016 zu unseren Umsatzerlosen beitrug, wohingegen
sie dies im Geschiftsjahr 2015 noch nicht tat. In der Folge beeinflusste der
Unternehmenszukauf unsere Umsatzerlose positiv, indem das zugekaufte
Geschift 26,2 Millionen Euro zu den Umsatzerlosen im Jahr 2016 beitrug.
Desweiteren fiihrte der Kauf der tedrive Gruppe zum 1. September 2016
aufgrund der anfinglichen Umsatzbeitrige im Zeitraum von vier Monaten zu
zusitzlichen Umsatzerlosen von 28,9 Millionen Euro, wihrend 2015 noch
kein Beitrag zu unseren Umsatzerlosen erfolgte.

Auf regionaler Ebene wuchsen unsere Umsatzerlose in Europa/Afrika um
109,1 Millionen Euro, oder 4,2 %, von 2.567,9 Millionen Euro im Jahr 2015
auf 2.677,0 Millionen Euro 2016, was 48,9 % unserer konsolidierten
Gesamtumsatzerlose ausmachte (2015: 44,1 %). Diese Steigerung ist in
erster Linie auf das Wachstum des Marktes fiir Schienenfahrzeuge im
Vereinigten Konigreich zuriickzufiihren, wo GroBprojekte anliefen,
wohingegen das Marktvolumen in Deutschland, Frankreich und den
skandinavischen Lidndern im Jahresvergleich groftenteils unveridndert blieb.
Zudem stabilisierte sich Russland/GUS im Jahresverlauf nach einem
Riickgang im Jahr 2015. Durch hohere Produktionszahlen fiir Westeuropa
konnte = der  europdische  Nutzfahrzeugmarkt den  moderaten
Produktionsriickgang in Osteuropa kompensieren.
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Diese positiven Effekte wurden durch einen Riickgang der Umsatzerlse in
der Region Asien-Pazifik um 235,2 Millionen Euro, oder 13,1 %, von
1.788,9 Millionen Euro im Jahr 2015 auf 1.553,7 Millionen Euro im Jahr
2016, was 28,4 % unserer konsolidierten Gesamtumsatzerlose ausmachte
(2015: 30,7 %), aufgewogen. Die Hauptursache fiir diesen Riickgang war die
Normalisierung im Schienenfahrzeugmarkt in China 2016. Diese negative
Entwicklung wurde durch Wachstum im Bereich der U-Bahnen in China
sowie durch den indischen Markt, wo die Nachfrage fiir Lokomotiven stieg,
teilweise aufgewogen.

Dariiber hinaus gingen die Umsatzerlose im Jahr 2016 in der Region
Nordamerika um 225,6 Millionen Euro, oder 16,5 %, von 1.366,6 Millionen
Euro im Jahr 2015 auf 1.141,0 Millionen Euro zuriick, was 20,9 % unserer
konsolidierten Gesamtumsatzerlose ausmachte (2015: 23,5 %). Dieser
Riickgang lasst sich teilweise auf den Abschwung im Bereich der
Giiterwagen zuriickfithren, der teilweise die Folge hoher Investitionen in
vorangegangenen Jahren in den Schienenfahrzeugbestand war, aus dem bei
sinkender Nachfrage ein Uberschuss an Fahrzeugen resultierte. Gleichzeitig
wuchs der nordamerikanische Markt fiir Systeme des
Schienenpersonennahverkehrs weiter, was zu einer positiven Entwicklung im
Bereich des Personenverkehrs fithrte. Wir waren jedoch auch negativen
Entwicklungen im Nutzfahrzeugmarkt in Nordamerika ausgesetzt. So
verlagerte sich generell die Nachfrage im Markt weg von standardmiBigen
Zugmaschinen hin zu Sonderfahrzeugen.

Desweiteren verringerten sich unsere Umsatzerlose im Jahr 2016 in der
Region Siidamerika um 0,6 Millionen Euro, oder 0,6 %, von 100,1 Millionen
Euro im Geschiftsjahr 2015 auf 99,5 Millionen Euro, was 1,8 % unserer
konsolidierten Gesamtumsatzerlose ausmachte (2015: 1,7 %). Den
Hauptgrund fiir diesen geringfiigigen Riickgang stellte das weiterhin geringe
Niveau des Geschifts mit Schienenfahrzeugen sowie der Produktion von
Lastkraftwagen in Folge der andauernden politischen und 6konomischen
Krise in Brasilien dar, die auch die Nachfrage in den Nachbarlindern
beeinflusste.

Im Geschiftsjahr 2016 verringerte sich unser Ergebnis vor Zinsen, Steuern
und Abschreibungen (EBITDA) um 216,9 Millionen Euro, oder 17,1 %, von
1.269,0 Millionen Euro im Geschiftsjahr 2015 auf 1.052,1 Millionen Euro.

Die Hauptursache fiir den Riickgang unseres EBITDA war die oben genannte
Normalisierung der margenstarken Verkiufe von
Hochgeschwindigkeitsziigen in China im Segment Systeme fiir
Schienenfahrzeuge im Jahr 2016, die im Jahr 2015 einen auflerordentlich
grolen Gewinnbeitrag beigesteuert hatten. Desweiteren beeinflussten
Volumeneffekte aus dem Chinageschéft mit Hochgeschwindigkeitsziigen
unser operatives Ergebnis. Ferner hatten Wechselkursschwankungen in
einem niedrigen zweistelligen Millioneneurobetrag, insbesondere die
moderate Erholung des Euro gegeniiber anderen wichtigen Wéhrungen fiir
die Gruppe, allen voran dem U.S. Dollar und dem chinesischen Yuan,
negative Auswirkungen auf unseren EBITDA.

In unserem Segment Systeme fiir Schienenfahrzeuge verringerte sich das
EBITDA um 173,3 Millionen Euro, oder 21,7 %, auf 624,0 Millionen Euro
im Geschiftsjahr 2016, verglichen mit 797,3 Millionen Euro im Jahr 2015,
vor allem aufgrund der oben genannten Normalisierung der Verkdufe von
Hochgeschwindigkeitsziigen in China.

In unserem Segment Systeme fiir Nutzfahrzeuge verringerte sich das
EBITDA um 42,4 Millionen Euro, oder 9,1 %, von 468,1 Millionen Euro im
Jahr 2015 auf 425,7 Millionen Euro im Geschiftsjahr 2016. Grund dafiir
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B.8

B.9

B.10

B.11

C.2

Ausgewiihlte
wesentliche Pro-
forma-Finanz-
informationen.

Gewinnprognosen
oder -schitzungen.

Beschrinkungen im
Bestéitigungsvermerk
zu den historischen
Finanzinformationen.

Nicht Ausreichen des
Geschiiftskapitals des
Emittenten zur
Erfiillung bestehender
Anforderungen.

Wertpapiere

Beschreibung von Art
und Gattung der
angebotenen und/oder
zum Handel
zuzulassenden
Wertpapiere,
einschlieBlich
Wertpapierkennung.

Wihrung der
Wertpapieremission.

waren hauptsdchlich hohere Betriebsausgaben, die nur teilweise von
vorteilhaften Entwicklungen bei der Material- und Personalaufwandsquote
im Segment Systeme fiir Nutzfahrzeuge aufgewogen wurden.

Im Geschiftsjahr 2016 verringerte sich unser Jahresiiberschuss um
143,5 Millionen Euro, oder 20,2 %, von 710,7 Millionen Euro im
Geschiftsjahr 2015 auf 567,2 Millionen Euro. Davon verminderte sich der
den Gesellschaftern der Knorr-Bremse AG zurechenbare Gewinn um
126,4 Millionen Euro, oder 19,4 %, von 652,8 Millionen Euro im
Geschiftsjahr 2015 auf 526,3 Millionen Euro, und der dem nicht-
beherrschenden Gesellschafter zuzuordnende Gewinn verminderte sich um
17,1 Millionen Euro, oder 29,5 %, von 57,9 Millionen Euro im Geschiftsjahr
2015 auf 40,8 Millionen Euro im Geschiftsjahr 2016. Der dem nicht
beherrschenden Gesellschafter zuzuordnende Gewinn bezog sich im
Geschiftsjahr 2016  und im  Geschiftjahr 2015  auf  die
Minderheitsbeteiligungen der Knorr-Brake Holding Corporation, Delaware,
USA, und der Knorr-Bremse CARS LD Co. Ltd.,, Daxing, China, an
Knorr-Bremse. Der Riickgang bezog sich hauptsidchlich auf die oben
beschriebene Normalisierung im Bereich Hochgeschwindigkeitsziige in
China nach der Spitze im Geschiftsjahr 2015, die die Minderheitsbeteiligung
der Knorr-Bremse CARS LD Co. Ltd., Daxing, China, an Knorr-Bremse
beinflusste.

Waihrend der effektive Steuersatz leicht von 32,2 % im Jahr 2015 auf 32,6 %
im Jahr 2016 anstieg, resultierte der Riickgang des Jahresiiberschusses in
diesem Zeitraum hauptsidchlich aus dem geringeren Ergebnis vor Steuern,
wobei sich die Steuern vom Einkommen und vom Ertrag um 63,3 Millionen
Euro, oder 18,8 %, von (337,4) Millionen Euro im Geschiftsjahr 2015 auf
(274,1) Millionen Euro im Geschiftsjahr 2016 verringerten.

Entfillt. Die Gesellschaft hat keine Pro-forma-Finanzinformationen erstellt.

Entfillt. Die Gesellschaft hat keine Gewinnprognose oder -schitzung erstellt.

Entfillt. Die Bestitigungsvermerke zu den in dem Prospekt enthaltenen
historischen Finanzinformationen wurden ohne Einschrinkung erteilt.

Entfillt. Das Geschiftskapital der Gesellschaft reicht aus, um die

bestehenden Anforderungen zu erfiillen.

Auf den Inhaber lautende Stammaktien der Gesellschaft ohne Nennbetrag
(Stiickaktien), jeweils mit einem anteiligen Betrag am Grundkapital von
EUR 1,00 und voller Gewinnanteilberechtigung ab dem 1. Januar 2018.

International Securities Identification Number (ISIN): DEOOOKBX1006
Wertpapier-Kenn-Nummer (WKN): KBX100

Common Code: 186559398

Borsenkiirzel: KBX

Euro.
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C3

C4

C5s

C.6

C7

Zahl der
ausgegebenen und voll
eingezahlten und der
ausgegebenen und
nicht voll eingezahlten
Aktien.

Nennwert pro Aktie,
bzw. Angabe, dass
Aktien keinen
Nennwert haben.

Mit den Wertpapieren
verbundenen Rechte.

Beschreibung aller
etwaigen
Beschrinkungen fiir
die freie
Ubertragbarkeit der
Wertpapiere.

Angabe, ob fiir die
angebotenen
Wertpapiere die
Zulassung zum
Handel in einem
geregelten Markt
beantragt wurde bzw.
werden soll, Nennung
aller geregelten
Mirkte, in denen die
Wertpapiere
gehandelt werden
oder werden sollen.

Beschreibung der
Dividendenpolitik.

Zum Datum des Prospekts betrigt das Grundkapital der Gesellschaft
EUR 161.200.000 und ist in 161.200.000 auf den Inhaber lautende
Stammaktien ohne Nennbetrag (Stiickaktien) eingeteilt. Das Grundkapital
der Gesellschaft ist vollstindig eingezahlt.

Jede Aktie der Gesellschaft repridsentiert einen anteiligen Betrag am
Grundkapital von EUR 1,00.

Jede Aktie der Gesellschaft berechtigt zu einer Stimme in der
Hauptversammlung der Gesellschaft. Es bestehen keine Beschriankungen des
Stimmrechts. Die Aktien der Gesellschaft sind ab dem 1. Januar 2018, d. h.
fir das gesamte Geschiftsjahr 2018 und fiir sidmtliche folgende
Geschiiftsjahre, in voller Hohe gewinnanteilberechtigt.

Mit Ausnahme der unten unter E.5 beschriebenen Lock-Up-Vereinbarungen
bestehen keine Beschrinkungen fiir die Ubertragbarkeit der Aktien der
Gesellschaft.

Die Gesellschaft wird voraussichtlich am oder um den 1. Oktober 2018 die
Zulassung ihrer bestehenden Aktien (darunter die Angebotsaktien) zum
Handel im regulierten Markt der Frankfurter Wertpapierborse sowie
gleichzeitig zum Teilbereich des regulierten Markts mit weiteren
Zulassungsfolgepflichten (Prime Standard) beantragen.

Eine Entscheidung iiber die Zulassung in Bezug auf die bestehenden Aktien
der Gesellschaft wird voraussichtlich am 11. Oktober 2018 verkiindet
werden. Der Handel mit den Aktien der Gesellschaft an der Frankfurter
Wertpapierborse wird nach derzeitiger Erwartung am 12. Oktober 2018
aufgenommen werden.

Die Gesellschaft hat in der Vergangenheit Dividenden ausgeschiittet und
beabsichtigt, beginnend mit dem Geschiftsjahr 2019, auch kiinftig eine
Dividende auszuschiitten, d. h., fiir das Geschiftsjahr 2018 und die diesem
folgenden  Geschiftsjahre, und  beabsichtigt,  vorausgesetzt  die
Geschiftsentwicklung bleibt stabil und unter dem Vorbehalt eines
ausschiittungsfihigen Bilanzgewinns der Gesellschaft, eine Dividende
zwischen 40% und 50% des Konzernjahresiiberschusses nach IFRS
auszuschiitten. Die Entscheidung dariiber, ob und in welcher Hohe
Dividenden ausgeschiittet werden, wird jedoch von einer Reihe von Faktoren
abhingen, zu denen der Umfang des ausschiittungsfihigen Bilanzgewinns
des jeweiligen Jahres, die Anlagepolitik und der Finanzierungsbedarf der
Gesellschaft zum jeweiligen Zeitpunkt gehoren.

Da die Gesellschaft zum Teil ihr operatives Geschift iiber ihre
Tochtergesellschaften und verbundenen Unternehmen betreibt, hingt ihre
Fihigkeit zur Dividendenausschiittung maflgeblich davon ab, dass ihre
operativen Tochtergesellschaften und verbundenen Unternehmen Gewinne
erzielen und diese an die Gesellschaft ausschiitten oder aufgrund bestehender
Gewinnabfithrungsvertriage an die Gesellschaft abfiithren. Zudem kann nicht
ausgeschlossen  werden, dass die Gesellschaft in  zukiinftigen
Finanzierungsvertrdigen  Beschrinkungen durch  zukiinftige iibliche
Zusicherungen im Hinblick auf die Dividendenausschiittung unterliegen
konnte.
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D.1

Risiken

Zentrale Angaben zu
den zentralen Risiken,
die dem Emittenten
oder seiner Branche
eigen sind.

Eine Anlage in Aktien der Gesellschaft geht mit verschiedenen Risiken
einher. Anlageinteressenten sollten vor ihrer Anlageentscheidung die
folgenden zentralen Risiken zusammen mit allen anderen im Prospekt
enthaltenen Informationen sorgfiltig abwigen. Der Eintritt jedes der
nachfolgenden Risiken — jeweils einzeln oder zusammen mit weiteren, der
Gesellschaft bislang unbekannten oder durch die Gesellschaft aktuell als
unwesentlich eingestuften Risiken und ungewissen Umstinden — konnte
erhebliche nachteilige Auswirkungen auf das Geschift, die Ertragslage, die
Cashflows und die Finanzlage der Gruppe haben. Sollte eines oder mehrere
dieser Risiken eintreten, konnte der Marktpreis der Aktien der Gesellschaft
fallen, wodurch Investoren ihren investierten Betrag vollstindig oder
teilweise verlieren konnten. Die Reihenfolge, in der die Risiken hier oder im
Hauptteil des Prospekts aufgezihlt werden, beinhaltet weder eine Aussage
iiber die Eintrittswahrscheinlichkeit dieser Risiken noch iiber die Bedeutung,
Hohe oder Tragweite eines potentiellen Schadens fiir das Geschift, die
Ertragslage, die Cashflows, die Finanzlage der Gruppe und ihre
Erfolgsaussichten.

Risiken im Zusammenhang mit unserem Marktumfeld und unserer
Geschdiftstitigkeit

e Unser Geschift konnte durch nachteilige Entwicklungen der
Weltwirtschaft, die zyklische Entwicklung der Mirkte und politische,
soziale, ©konomische oder andere Bedingungen (protektionistische
MaBnahmen, Handelskriege oder Sanktionen eingeschlossen) in Lindern
oder Hauptregionen, in denen wir tétig sind, negativ beeinflusst werden.

e Die Branchen, in denen wir titig sind, zeichnen sich durch sich
verindernde Trends, technologische Entwicklungen und Regulierung
aus. Sollte es uns nicht gelingen, weiterhin innovative Produkte zu
entwickeln, zu fertigen, zu vermarkten und zu vertreiben, die die
Wiinsche und Anforderungen unserer Kunden hinsichtlich Leistung und
Zuverldssigkeit erfiillen, konnten wir Absatzeinbuflen verzeichnen und
Marktanteile verlieren.

e  Wir sind verschiedenen Risiken ausgesetzt (wie z.B. Risiken aus unserer
Geschiftstitigkeit vor Ort), die sich aus unserer Geschiftstitigkeit im
Ausland ergeben und zu denen neben politischer und sozialer Instabilitit
auch sich verindernde gesetzliche Rahmenbedingungen sowie
Marktgegebenheiten in vielen verschiedenen Liandern gehoren.

e In den Branchen, in denen wir tétig sind, herrscht zunehmend ein hoher
Konkurrenzkampf, der zu Preissenkungsdruck fiihrt. Diese Entwicklung
sowie weitere kundengetriecbene Trends im  Schienen- und
Nutzfahrzeuggeschift, z.B. Marktkonzentration, zunehmende interne
Produktentwicklungskapazititen sowie der Trend zu Systemlieferanten,
konnen unsere Wettbewerbsposition und unseren Marktanteil negativ
beeinflussen.

e  Moglicherweise gelingt es uns nicht, erfolgreich Akquisitionen, Joint
Ventures oder Kooperationen zu identifizieren, durchzufiihren oder zu
integrieren oder erfolgreich Desinvestitionen vorzunehmen. Dariiber
hinaus sind wir Risiken in Bezug auf Joint Ventures, Kooperationen und
Partnerschaften ausgesetzt, unter anderem dem Risiko, dass wir
moglicherweise nur begrenzten Einfluss auf die Organisation und den
geschiftlichen Erfolg dieser Unternehmen haben, und dem Risiko von
Konflikten zwischen unseren Interessen und den Interessen unserer
Partner.
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Moglicherweise gelingt es uns nicht, strategische Effizienzgewinne und
andere Verbesserungen und MaBnahmen zur Kostensenkung zeitnah
umzusetzen; auflerdem ist es moglich, dass diese geplanten
Verbesserungen und MaBnahmen erfolglos bleiben.

Wir waren in der Vergangenheit von Qualitdtsproblemen oder
Produktmingeln betroffen und dies kénnte auch in Zukunft der Fall sein.
Diese konnen kostspielige Nachlieferungen, Produkthaftungsanspriiche,
Strafzahlungen und schwerwiegende Unfille sowie Storungen des
Betriebs in unseren Produktionsanlagen und sonstige Betriebsstorungen
zur Folge haben. Dariiber hinaus konnte unser Versicherungsschutz
nicht ausreichen, um alle mit unserer Geschiftstitigkeit verbundenen
Risiken abzudecken.

Wir sind auf eine Reihe groerer Hauptkunden angewiesen und unsere
Kunden verfiigen in der Regel iiber eine starke Verhandlungmacht. Wir
sind ferner Risiken im Zusammenhang mit Bieterverfahren,
insbesondere fiir grofere und mittelgroBe OEM-Projekte sowie im
Zusammenhang mit vertraglichen Vereinbarungen mit unseren
OEM-Kunden und Projektrisiken wie Kosteniiberschreitungen und
Verzogerungen ausgesetzt.

Unser Auftragsbestand ist nicht notwendigerweise ein Indikator fiir
unsere zukiinftige Absatzentwicklung und ein Auftragseingang ist nicht
garantiert. Daher sind wir moglicherweise nicht in der Lage, unsere
Produktion und unser Absatzvolumen kurzfristig an
Marktentwicklungen anzupassen.

Unser Geschift kann dadurch negativ beeinflusst werden, dass benotigte
Teile und Komponenten nicht oder nicht zu einem angemessenen Preis
beschafft werden konnen, entweder weil die Kosten fiir zugrunde
liegende Materialien schwanken oder weil die Kosten fiir andere
Produktionsmittel wie Energie und Transport steigen oder zentrale
Zulieferer verlorengehen.

Wir sind darauf angewiesen, hochqualifizierte Fithrungskrifte und gut
ausgebildete Arbeitskrifte anzuwerben und zu halten, und sind dem
Risiko ausgesetzt, dass unsere Geschiftsexpertise unseren Konkurrenten
zuginglich wird. Wir sind steigenden Arbeitskosten und dem Risiko
ausgesetzt, dass auBertarifliche individuelle Betriebsvereinbarungen
angegriffen werden, was sich negativ auf unsere Profitabilitit auswirken
konnte. Zudem unterliegen wir dem Risiko einer potentiellen
Verschlechterung der Beziehungen zu unseren Angestellten, den
Gewerkschaften oder Arbeitnehmervertretern sowie dem Risiko von
moglichen Arbeitsniederlegungen, Streiks oder anderen
Kollektivmafinahmen.

Wir sind auf unsere IT und andere Systeme angewiesen, so dass wir im
Falle eines Verlusts, Diebstahls oder Missbrauchs von Daten sowie
durch andere Risiken beziiglich der Netzsicherheit, Systemausfillen,
-unterbrechungen oder -stérungen beeintrichtigt werden konnten.

Unsere Verschuldung oder die Durchsetzung einzelner Klauseln unserer
Finanzierungsvereinbarungen und der Bedingungen unserer Anleihen
konnten unsere operationelle Flexibilitit begrenzen. Ferner sind wir
Refinanzierungs- und Liquiditétsrisiken sowie dem Risiko einer
Herabstufung unserer Ratings ausgesetzt.

Unsere  Absatz-, Ertrags- und Finanzlage konnte  durch
Wihrungsschwankungen sowie saisonale und andere quartalsweise
auftretende Schwankungen beeintrichtigt werden.
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Teile der Informationen in diesem Prospekt hinsichtlich der Markt- und
Wettbewerbsposition der Gruppe wurden nicht von unabhingigen
Dritten verifiziert und beruhen auf Annahmen, die sich als falsch
herausstellen konnen.

Rechtliche, regulatorische und steuerliche Risiken

Wir unterliegen verschiedenen Vorschriften, technischen Normen und
staatlichen MaBnahmen, unter anderem Umweltvorschriften und
Umweltrisiken, wobei uns diese regulatorischen Rahmenbedingungen
auf unterschiedliche Weise betreffen konnen. Dariiber hinaus sind viele
unserer (End-) Kunden in stark regulierten Industriezweigen titig, in
denen  jegliche  zusitzliche regulative  Anforderung  deren
Geschiftsbetrieb beeinflussen kann; dies wiederum kann zu einer
erheblichen  Verschlechterung unseres eigenen Geschifts, der
Ertragslage, des Cashflows und unserer Finanzlage fiihren.

Wir sind Risiken aufgrund von Streitigkeiten, Verwaltungs-, Gerichts-
und  Schiedsgerichtsverfahren  ausgesetzt, zu  denen  auch
Kartellverfahren zéhlen.

Fiir bestimmte Aktivititen sind wir auf Erlaubnisse, Lizenzen,
Genehmigungen, Zertifizierungen und Ausnahmeregelungen
angewiesen, wobei keine Gewissheit besteht, dass es uns gelingt, alle fiir
unsere Geschifte notwendigen Lizenzen, Zertifizierungen und dhnlichen
Erlaubnisse rechtzeitig zu erneuern.

Unserem Risikomanagement sowie unseren internen Kontrollen konnte
es nicht gelingen, GesetzesverstoBe zu verhindern oder aufzudecken.
Compliance-Verstole konnten Ermittlungen durch die zustindigen
Behorden, Strafzahlungen, Steuernachzahlungen,
Schadensersatzanspriiche, Zahlungsanspriiche und die Beendigung von
Geschiftsbeziehungen mit Kunden und Zulieferern sowie einen
Reputationsschaden zur Folge haben.

Jede  Gefdhrdung oder Beeintrichtigung unserer  geistigen
Eigentumsrechte sowie unseres Know-hows konnte zur Folge haben,
dass uns Kosten fiir die Verteidigung dieser Rechte entstehen und unsere
Fihigkeit zu einem effektiven Wettbewerb beeintrichtigt wird. Dariiber
hinaus kann uns eine Haftung fiir den Ersatz von Schiden und
Prozesskosten treffen, sofern wir geistige Eigentumsrechte Dritter
verletzen.

Unsere  Steuerlast  konnte  infolge von  Anderungen  der
Steuerrechtsvorschriften oder ihrer Anwendung oder Auslegung oder
infolge laufender oder zukiinftiger Betriebspriifungen sowie infolge der
Anwendung oder Auslegung von Verrechnungspreisregelungen oder
Berichtigungen aufgrund der Drittvergleichbarkeit steigen.

Moglicherweise kann uns in der Zukunft die Verpflichtung treffen,
Investitionszuschiisse oder Subventionen zuriickzuzahlen; es ist ferner
moglich, dass bereits erteilte Investitionszuschiisse nicht oder nicht
vollstindig ausgezahlt werden.
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D.2

Zentrale Angaben zu Risiken im Zusammenhang mit dem Angebot, der Birsenzulassung und
den zentralen Risiken,  der Aktiondrsstruktur
die den Wertpapieren

. . KB Holding und Ursus, die von Herrn Heinz Hermann Thiele
eigen sind.

kontrolliert werden, werden auch nach der Durchfiihrung des Angebots
weiterhin einen erheblichen Einfluss auf die Gesellschaft ausiiben,
wobei Konflikte zwischen den Interessen der KB Holding, Ursus und
von Herrn Heinz Hermann Thiele und den Interessen anderer Aktionire
entstehen konnten.

e Die Aktien der Gesellschaft wurden bislang nicht offentlich gehandelt
und es gibt keine Gewissheit, dass sich nach dem Angebot ein liquider
Markt fiir den Handel der Aktien der Gesellschaft entwickeln wird oder
aufrecht erhalten werden kann. Dariiber hinaus konnen der Kurs sowie
das Handelsvolumen der Aktien der Gesellschaft erheblich schwanken,
und Anleger konnten einen vollstindigen oder teilweisen Verlust ihrer
Investition erleiden. Der Aktienkurs konnte dariiber hinaus aufgrund
kiinftiger Verkdufe oder Markterwartungen hinsichtlich des Verkaufs
einer wesentlichen Anzahl von Aktien der Gesellschaft durch die KB
Holding, Ursus oder andere bestehende oder kiinftige Aktionére fallen.

e  Zukiinftige Verkdufe oder Markterwartungen im Hinblick auf den
Verkauf einer erheblichen Zahl von Aktien der Gesellschaft durch KB
Holding, Ursus oder andere Aktiondre konnen zu einem Kursverlust
wihrend (bei Verkdufen mit Zustimmung der Banken) oder nach Ende
der Lock-up-Frist fithren. Dariiber hinaus konnten kiinftige
Kapitalerhohungen, Aktienangebote oder Angebote von Instrumenten,
die in Aktien wandelbar sind, sowie eine Verschmelzung mit einem
anderen Unternehmen die Beteiligungen der Anleger an der Gesellschaft
verwissern. In bestimmten Jurisdiktionen (insbesondere in den
Vereinigten Staaten) konnten Anleger vollstindig davon ausgeschlossen
werden, an Bezugsrechtsangeboten teilzunehmen.

e Das Angebot konnte nicht durchgefiihrt werden, wodurch Anleger ihre
bereits gezahlten Wertpapierprovisionen verlieren und dem Risiko von
Leerverkdufen der Aktien ausgesetzt sein konnten.

e Die Fihigkeit der Gesellschaft zur Ausschiittzung von Dividenden hingt
teilweise von der Gewinnausschiittung oder -abfiihrung ihrer
Tochtergesellschaften sowie von im Rahmen von
Finanzierungsvertrigen abgegebenen Verpflichtungen zur Einhaltung
von Finanzkennzahlen ab.

e Als borsennotiertes Unternehmen wird die Gesellschaft zusitzlichen
administrativen  Anforderungen und hoheren laufenden Kosten
ausgesetzt sein.

e Aktiondre, die nicht in der Eurozone ansdssig sind, konnten
Fremdwihrungsrisiken unterliegen. Ferner konnte die vorgeschlagene
Finanztransaktionssteuer zu einer erheblichen neuen Steuerlast fiir
Anleger im Sekundidrmarkt fithren, welche die Aktien der Gesellschaft
kaufen und damit in einem Mitgliedstaat der Europdischen Union, der
eine solche Steuer einfiihrt, handeln.
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E. Angebot

E.1

Gesamtnettoerlose
und geschiitzte
Gesamtkosten der
Emission/ des
Angebots,
einschlieBlich der
geschitzten Kosten,
die dem Anleger vom
Emittenten oder
Anbieter in Rechnung
gestellt werden.

Die Gesellschaft wird durch das Angebot keinen Erlos erzielen und rechnet
mit Kosten fiir das Angebot in Hohe von insgesamt rund EUR 73,7
Millionen in der Mitte der Preisspanne (wie unten definiert), (unterstellt, dass
die maximale Anzahl an Basisaktien platziert wird, die Aufstockungsoption
voll ausgeiibt wird und die maximale Anzahl an zusitzlichen Basisaktien und
Mehrzuteilungsaktien platziert und die Greenshoe-Option (wie jeweils unter
Punkt E.3 definiert) im vollen Umfang ausgeiibt wird), wobei in diesem
Betrag die Provisionen der Konsortialbanken unter der Annahme, dass die
ermessensabhingige Provision voll gezahlt wird schon inbegriffen sind.
Diese Kosten werden durch den Verkaufenden Aktiondr getragen.

Der Verkaufende Aktionér erhilt den Erlos aus dem Verkauf der Basisaktien
(wie unter Punkt E.3 definiert). Der Erlos aus einem etwaigen Verkauf von
Zusitzlichen Basisaktien (wie in E.3 definiert), wenn und soweit die
Aufstockungsoption (wie in E.3 definiert) ausgeiibt wird und die
Zusitzlichen Basisaktien platziert werden, und der Erlds aus einem
moglichen Verkauf der Mehrzuteilungsaktien flieBt — wenn und soweit die
Greenshoe-Option (wie jeweils unter Punkt E.3 definiert) ausgeiibt wird —
dem Verkaufenden Aktiondr zu. Sollte die Aufstockungsoption im vollen
Umfang ausgeiibt werden und die maximale Anzahl an Zusitzlichen
Basisaktien platziert werden, wird der Verkaufende Aktiondr zusitzlich
8.060.000 Angebotsaktien verkaufen und den Erlos aus einem solchen
Verkauf erhalten.

Sowohl die Hohe des Erloses als auch die Kosten des Angebots sind unter
anderem von dem endgiiltigen Angebotspreis (der ,,Angebotspreis™), der
auch die Provisionen der Konsortialbanken bestimmt, und von der Zahl der
im Rahmen des Angebots platzierten Aktien abhédngig.

Die Gesellschaft schiitzt, dass der Bruttoemissionserlos des Verkaufenden
Aktiondrs (unterstellt, dass die maximale Anzahl an Basisaktien platziert
wird) die Aufstockungsoption voll ausgeiibt wird und die maximale Anzahl
an Zusitzlichen Basisaktien und Mehrzuteilungsaktien platziert und die
Greenshoe-Option (wie jeweils unter Punkt E.3 definiert) im vollen Umfang
ausgeiibt wird) bei einem Angebotspreis am unteren Ende, in der Mitte und
am oberen Ende der fiir das Angebot festgelegten Preisspanne, wie unter
Punkt E.3 definiert (die ,,Preisspanne), etwa EUR 3.481,9 Millionen
(unteres Ende), EUR 3.844,6 Millionen (in der Mitte) bzw. EUR 4.207,3
Millionen (oberes Ende) betragen wiirde.

Bei einem Angebotspreis am unteren Ende, in der Mitte und am oberen Ende
der Preisspanne und unter der Annahme, dass die maximale Anzahl an
Basisaktien platziert wird, die Aufstockungsoption voll ausgeiibt wird und
die maximale Anzahl an Zusétzlichen Basisaktien und Mehrzuteilungsaktien
platziert und die Greenshoe-Option (wie jeweils unter Punkt E.3 definiert) im
vollen Umfang ausgeiibt wird sowie der weiteren Annahme, dass die
ermessensabhidngige Provision von circa EUR 17,4 (unteres Ende),
EUR 19,2 (in der Mitte) bzw. EUR 21,0 (oberes Ende) in voller Hohe gezahlt
wird, wiirde die an die Konsortialbanken zu bezahlende Provision in etwa
EUR 52,2 (unteres Ende), EUR 57,7 (in der Mitte) bzw. EUR 63,1 (oberes
Ende) betragen.

Bei einem Angebotspreis am unteren Ende, in der Mitte und am oberen Ende
der Preisspanne und unter der Annahme, dass die maximale Anzahl an
Basisaktien platziert wird, die Aufstockungsoption voll ausgeiibt wird und
die maximale Anzahl an Zusétzlichen Basisaktien und Mehrzuteilungsaktien
platziert und die Greenshoe-Option (wie jeweils unter Punkt E.3 definiert) im
vollen Umfang ausgeiibt wird, schitzt die Gesellschaft, dass der
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E.2a

E.3

Griinde fiir das
Angebot, Zweck-
bestimmung der
Erlose, geschiitzte
Nettoerlose.

Beschreibung der
Angebotskonditionen.

Nettoemissionserlos des Verkaufenden Aktiondrs in Summe EUR 3.413,7
Millionen (unteres Ende), EUR 3.771,0 Millionen (in der Mitte) bzw.
EUR 4.128,2 Millionen (oberes Ende) betragen wiirde.

Den Anlegern werden von der Gesellschaft, dem Verkaufenden Aktionér
oder den Konsortialbanken im Zusammenhang mit ihrer Funktion als
Konsortialbanken keine Kosten in Rechnung gestellt. Die Anleger miissen
jedoch moglicherweise die iiblichen Transaktions- und
Bearbeitungsgebiihren tragen, die von ihren depotfithrenden Finanzinstituten
erhoben werden.

Die Gesellschaft erhilt keinen Erlos aus dem Angebot (wie in E.3 definiert).

Die Gesellschaft beabsichtigt, mit der geplante Zulassung ihrer Aktien zum
regulierten Markt der Frankfurter Wertpapierborse mit gleichzeitiger
Zulassung zum Teilbereich des regulierten Marktes mit weiteren
Zulassungsfolgepflichten (Prime Standard) ihre langfristige erfolgreiche
Entwicklung zu sichern. An der Borse notiert zu sein, wird ihre strategische
und finanzielle Flexibilitit steigern. Zugang zu den Kapitalmérkten kann es
der Gesellschaft ermoglichen, sich fortlaufend auf profitables Wachstum und
den Cashflow zu konzentrieren. Ferner passen die Erwartungen des
Kapitalmarkts hinsichtlich der Gesellschaft gut zur Leistungskultur von
Knorr-Bremse.

Das Angebot bezieht sich auf insgesamt bis zu 48.360.000 auf den Inhaber
lautende Stammaktien der Gesellschaft ohne Nennbetrag (Stiickaktien),
jeweils mit einem anteiligen Betrag am Grundkapital der Gesellschaft von
EUR 1,00 und voller Gewinnberechtigung ab dem 1. Januar 2018, und setzt
sich zusammen aus:

e 35.043.479 auf den Inhaber lautenden Stammaktien ohne Nennbetrag
aus dem Eigentum des Verkaufenden Aktionirs (die ,,Basisaktien‘);

e  8.060.000 auf den Inhaber lautenden Stammaktien ohne Nennbetrag aus
dem Bestand des Verkaufenden Aktionirs (,,Zusétzliche Basisaktien®),
fiir die die Anzahl an Aktien, die tatsdchlich bei Investoren platziert
wird, Gegenstand einer Aufstockungsoption ist, iiber die von dem
Verkaufenden Aktiondr in Abstimmung mit den Joint Global
Coordinators am Tag der Preisfestlegung entschieden wird (die
,2Aufstockungsoption”); und

e bis zu 5.256.521 auf den Inhaber lautenden Stammaktien ohne
Nennbetrag aus dem Eigentum des Verkaufenden Aktiondrs zur
Deckung eventueller Mehrzuteilungen (die ,,Mehrzuteilungsaktien*
und, zusammen mit den Basisaktien und den Zusitzlichen Basisaktien,
die ,,Angebotsaktien®).

Das Angebot besteht aus einem erstmaligen Offentlichen Angebot in
Deutschland und im GroBherzogtum Luxemburg (,,Luxemburg®) sowie
Privatplatzierungen in bestimmten anderen Jurisdiktionen auflerhalb von
Deutschland und Luxemburg. In den Vereinigten Staaten von Amerika
(,,Vereinigte Staaten”) werden die Angebotsaktien nur qualifizierten
institutionellen Anlegern (Qualified Institutional Buyers) gemill der
Definition in Rule 144A des U.S. Securities Act von 1933 in der jeweils
giiltigen Fassung (,,Securities Act*) angeboten und verkauft. Aullerhalb der
Vereinigten Staaten werden die Aktien der Gesellschaft nur im Rahmen von
Offshore- Geschiften gemill Regulation S des Securities Act angeboten und
verkauft.

Die Angebotsaktien sind nicht und werden nicht nach den Vorschriften des
Securities  Act oder den  Wertpapiergesetzen  einer  anderen
Gebietskorperschaft der Vereinigten Staaten registriert und diirfen in die

56




beziehungsweise innerhalb der Vereinigten Staaten nicht angeboten, verkauft
oder anderweitig iibertragen werden. Ein Angebot, Verkauf oder eine
Ubertragung kommen in Betracht, wenn eine Ausnahme von dem
Registrierungserfordernis des Securities Act gegeben ist oder es sich um
Transaktionen handelt, die nicht dem Registrierungserfordernis des
Securities Act unterliegen. Zudem miissen das Angebot, der Verkauf oder die
anderweitige  Ubertragung im Einklang mit allen anwendbaren
Wertpapiergesetzen von Bundesstaaten oder anderen Gebietskorperschaften
der Vereinigten Staaten stehen.

Preisspanne

Die Preisspanne, innerhalb derer Kaufangebote abgegeben werden konnen,
betragt EUR 72,0 bis EUR 87,0 je Angebotsaktie.

Angebotszeitraum und Kaufangebote

Das Angebot wird am 1. Oktober 2018 beginnen und voraussichtlich am
11. Oktober 2018 (,,Angebotszeitraum‘) enden, und zwar (i) um 12:00 Uhr
(mitteleuropdische Sommerzeit) fiir Privatanleger und (ii) um 14:00 Uhr
(mitteleuropidische Sommerzeit) fiir institutionelle Anleger.

Privatanleger konnen wihrend des Angebotszeitraums Kaufangebote im
Rahmen des 6ffentlichen Angebots in Deutschland und in Luxemburg in den
Niederlassungen der Konsortialbanken abgeben.

Anderung der Angebotsbedingungen

Der Verkaufende Aktiondr behilt sich das Recht vor, nach Beratung mit der
Gesellschaft und den Joint Global Coordinators, die Anzahl der Angebotsaktien zu
verringern oder zu erhohen, die obere/untere Begrenzung der Preisspanne zu
senken oder zu erhthen und/oder den Angebotszeitraum zu verldngern oder zu
verkiirzen. Durch die Anderung der Anzahl der Angebotsaktien oder der
Preisspanne oder durch die Verldangerung bzw. Verkiirzung des Angebotszeitraums
werden bereits abgegebene Kaufangebote nicht unwirksam. Sollte eine solche
Anderung die Veroffentlichung eines Nachtrags zu dem Prospekt erfordern, steht
den Anlegern, die ihre Kaufangebote vor der Veroffentlichung des Nachtrags
abgegeben haben, gemidll dem Wertpapierprospektgesetz das Recht zu, diese
Kaufangebote innerhalb von zwei Werktagen nach Veroffentlichung des Nachtrags
zu widerrufen. Anstelle des Widerrufs der vor der Verdtfentlichung des Nachtrags
abgegebenen Kaufangebote haben die Anleger auch die Moglichkeit, innerhalb
von zwei Werktagen nach Veroffentlichung des Nachtrags ihre Kaufangebote zu
dndern oder neue begrenzte oder unbegrenzte Kaufangebote zu platzieren. Bei
einer Anderung der Angebotsbedingungen wird diese Anderung durch
elektronische Medien, auf der Homepage der Gesellschaft (https:/ir.knorr-
bremse.com) bekannt gegeben und, sofern nach der Verordnung (EU)
Nr. 596/2014 des Europdischen Parlaments und des Rates vom 16. April 2014 tiber
Marktmissbrauch und/oder dem deutschen Wertpapierprospektgesetz erforderlich,
als Ad-hoc-Mitteilung tiber ein elektronisches Informationssystem, auf der Website
der Gesellschaft und als Nachtrag zu dem Prospekt verdffentlicht. Anleger, die
Kaufangebote abgegeben haben, werden nicht einzeln benachrichtigt. Unter
bestimmten Umstinden konnen die fiir die Konsortialbanken handelnden Joint
Global Coordinators den Ubernahmevertrag in Bezug auf das Angebot und den
Verkauf der Angebotsaktien, den die Gesellschaft, der Verkaufende Aktionir,
Ursus und die Konsortialbanken im Zusammenhang mit dem Angebot am 28.
September 2018 abgeschlossen haben (der ,,Ubemahmevertrag“), auch nach
Aufnahme des Handels der Aktien der Gesellschaft am regulierten Markt der
Frankfurter Wertpapierborse kiindigen.

KB Holding wird in Abstimmung mit den Joint Global Coordinators entscheiden,
ob und in welchem Umfang die Aufstockungsoption ausgeiibt wird, abhiingig von
der Nachfrage und auf Basis des Orderbuchs, das wihrend des Bookbuilding-
Verfahrens erstellt wurde. KB Holding kann bis zu 8.060.000 Zusitzliche
Basisaktien verkaufen.

57




Anzahl der Angebotsaktien und Angebotspreis

Nachdem der Angebotszeitraum abgelaufen ist, werden die endgiiltige
Anzahl der Angebotsaktien und der Angebotspreis gemeinsam durch den
Verkaufenden Aktiondr nach Beratung mit der Gesellschaft und den Joint
Global Coordinators bestimmt. Der Angebotspreis wird auf Grundlage der
von Anlegern wihrend des Angebotszeitraums abgegebenen Kaufangebote,
die wihrend des Bookbuilding-Verfahrens im Orderbuch verzeichnet worden
sind, festgelegt. Es wird erwartet, dass dies am oder um den 11. Oktober
2018 erfolgt. Es wird darauf geachtet, ob der Angebotspreis und die Anzahl
der zu platzierenden Aktien verniinftigerweise erwarten lassen, dass der
Aktienkurs bei der im Orderbuch verzeichneten Nachfrage nach Aktien der
Gesellschaft eine stabile Entwicklung im Sekunddrmarkt zeigen wird. Dabei
wird nicht nur auf die von den Anlegern gebotenen Preise und auf die Anzahl
der Anleger, die Aktien zu einem bestimmten Preis erwerben wollen,
sondern auch auf die Zusammensetzung des Aktiondrskreises der
Gesellschaft, die sich bei einem bestimmten Preis ergeben wiirde
(sogenannter Investorenmix), und das zu erwartende Investorenverhalten
geachtet. Die Gesellschaft und der Verkaufende Aktiondr werden den
Anlegern keine im Zusammenhang mit dem Angebot entstandenen Kosten
oder Steuern in Rechnung stellen.

Die endgiiltige Anzahl an Angebotsaktien und der Angebotspreis werden
voraussichtlich durch eine Bekanntmachung am oder um den 11. Oktober
2018 im Wege einer Ad-hoc-Mitteilung in verschiedenen Medien mit
Verbreitung im gesamten Europdischen Wirtschaftsraum (,,Medienbiindel*)
und auf der Internetseite der Gesellschaft (https://ir.knorr-bremse.com)
veroffentlicht. Anleger, die ihre Kaufangebote iiber eine Konsortialbank
platziert haben, konnen den Angebotspreis sowie die Anzahl der ihnen
jeweils zugeteilten Aktien frithestens ab dem ersten Bankarbeitstag nach der
Preisfestsetzung bei dieser Konsortialbank erfragen. Insbesondere fiir den
Fall, dass das Platzierungsvolumen sich als unzureichend herausstellt, um
alle platzierten Auftrige zum Angebotspreis zu befriedigen, behalten sich die
Konsortialbanken das Recht vor, Kaufangebote zuriickzuweisen oder nur
teilweise anzunehmen.

Lieferung und Zahlung

Die Lieferung der Angebotsaktien gegen Zahlung des Angebotspreises und
der tiblichen Wertpapierprovisionen wird voraussichtlich am oder um den
16. Oktober 2018 erfolgen. Die Angebotsaktien werden den Aktionidren in
buchmifiger Form (als Miteigentumsanteil an der Globalurkunde) zur
Verfiigung gestellt.

Bevorrechtigte Zuteilung

Im Rahmen des Angebots wird KB Holding den Mitgliedern des Vorstands
Angebotsaktien zum Angebotspreis im Rahmen einer bevorrechtigten
Zuteilung anbieten und die Mitglieder des Vorstands haben sich verpflichtet
diese Aktienanzahl zu erwerben. Diese bevorrechtigte Zuteilung umfasst
Angebotsaktien im Gesamtwert von EUR 3,15 Millionen.

Stabilisierung, Mehrzuteilung und Greenshoe-Option

Im Zusammenhang mit der Platzierung der Angebotsaktien handelt Deutsche
Bank oder Personen in dessen Namen als Stabilisierungsmanager und kann
als solcher in Ubereinstimmung mit den rechtlichen Bestimmungen wie der
Verordnung (EU) Nr. 596/2014 vom 16. April 2014
(Marktmissbrauchsverordnung) in Verbindung mit den verdffentlichten
technischen Regulierungsstandards Mehrzuteilungen vornehmen und
StabilisierungsmaBBnahmen ergreifen, um den Marktpreis der Aktien der
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E4

Beschreibung aller fiir
die Emission/das
Angebot wesentlichen
Interessen,
einschlieBlich
Interessenkonflikten.

Gesellschaft zu stiitzen und dadurch einem etwaigen Verkaufsdruck
entgegenzuwirken. Deutsche Bank soll als zentrale verantwortliche Stelle
fungieren, wie es in Art. 6 Abs. 5 der Delegieten Verordnung (EU)
2016/1052 der Kommission vom 8. Mérz 2016 vorausgesetzt ist und dabei
die Verantwortung fiir die Bekanntgabepflichten sowie die Bearbeitung von
Ersuchen der zustindigen Behorden nach dieser Verordnung iibernehmen.

Der Stabilisierungsmanager ist nicht zu Stabilisierungsmafnahmen
verpflichtet. ~Es kann daher nicht zugesichert werden, dass
StabilisierungsmafBnahmen ergriffen werden. Sollten
StabilisierungsmaBBnahmen ergriffen werden, konnen diese jederzeit ohne
Vorankiindigung beendet werden. Solche Maflnahmen konnen ab dem
Zeitpunkt der Aufnahme des Borsenhandels der Aktien der Gesellschaft am
Regulierten Markt der Frankfurter Wertpapierborse — voraussichtlich am
12. Oktober 2018 — vorgenommen werden und miissen spitestens 30
Kalendertage nach diesem Datum  beendet  werden. Der
Stabilisierungsmanager kann Stabilisierungsmallnahmen an der Frankfurter
Wertpapierborse ergreifen. Diese MaBBnahmen konnen dazu fiihren, dass der
Kurs der Aktien der Gesellschaft hoher ist, als er normalerweise wire.
Dariiber hinaus kann der Aktienkurs sich voriibergehend auf einem
untragbaren Level befinden. Stabilisierungsmafnahmen sollen nicht oberhalb
des Angebotspreises durchgefiihrt werden.

Im Rahmen moglicher Stabilisierungsmalnahmen konnen Anlegern
zusitzlich zu den Basisaktien bis zu 5.256.521 weitere Aktien der
Gesellschaft als Teil der Zuteilung der zu platzierenden Aktien zugeteilt
werden  (,Mehrzuteilung). Im Zusammenhang mit moglichen
Mehrzuteilungen werden der Deutschen Bank fiir Rechnung der
Konsortialbanken im Wege eines Wertpapierdarlehens bis zu 5.256.521
Aktien der Gesellschaft durch die KB Holding zur Verfiigung gestellt, wobei
diese Anzahl an Aktien 15 % der Basisaktien, nicht tibersteigen wird. Im
Zusammenhang mit moglichen Mehrzuteilungen wird KB Holding den
Konsortialbanken eine Option einrdumen, die darlehensweise zur Verfiigung
gestellten Aktien gegen Zahlung des Angebotspreises abziiglich vereinbarter
Provisionen zu erwerben (,,Greenshoe- Option®). Die Greenshoe-Option
kann maximal in dem Umfang ausgeiibt werden, in dem Aktien der
Gesellschaft im Wege der Mehrzuteilung platziert worden sind. Die
Greenshoe-Option kann von der Deutschen Bank in der Funktion als
Stabilisierungsmanager von dem Tage an ausgeiibt werden, an dem die
Aktien der Gesellschaft im regulierten Markt der Frankfurter
Wertpapierborse notiert werden und muss spitestens 30 Kalendertage danach
beendet werden.

Im Zusammenhang mit dem Angebot und der Borsenzulassung der Aktien der
Gesellschaft haben die Konsortialbanken eine vertragliche Beziehung mit der
Gesellschaft und dem Verkaufenden Aktiondr. Deutsche Bank, J.P. Morgan
und Morgan Stanley beraten die Gesellschaft bei der Transaktion als Joint
Global Coordinators und Joint Bookrunners und koordinieren daher die
Struktur und Durchfithrung der Transaktion. Die Konsortialbanken erhalten
nach erfolgreichem Abschluss der Transaktion eine Provision, deren Hohe
unter anderem von dem Volumen des Angebots und dem Angebotspreis
abhingt. Die Konsortialbanken haben daher ein Interesse daran, dass moglichst
viele Aktien zu einem hochstmoglichen Preis platziert werden. Dariiber hinaus
wurden Deutsche Bank, J.P. Morgan und Morgan Stanley oder eine mit diesen
verbundene Gesellschaft als Designated Sponsors fiir die Aktien der
Gesellschaft ~ bestellt ~und  COMMERZBANK  iibernimmt  die
Zahlstellenfunktion, fiir die ein separater Vertrag geschlossen wird.

Einige der Konsortialbanken oder mit ihnen verbundene Unternehmen haben
und konnen auch zukiinftig von Zeit zu Zeit Geschiftsbeziehungen mit uns oder
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E.5

Name der Person/des
Unternehmens, die/
das das Wertpapier

zum Verkauf anbietet.

Lock-up-
Vereinbarungen; die
beteiligten Parteien
und Lock-up-Frist.

dem Verkaufenden Aktionir (einschlieBlich Kreditbeziehungen) unterhalten oder
Dienstleistungen fiir uns oder den Verkaufenden Aktiondr im Rahmen des
gewohnlichen Geschiftsbetriebs erbringen, fiir die sie Gebiihren oder
Provisionen in iiblichem Umfang erhalten haben oder erhalten kdnnen.

Ferner darf jede der Konsortialbanken und jedes mit ihr verbundene
Unternehmen im Zusammenhang mit dem Angebot, als Anleger auf eigene
Rechnung handelnd, Aktien aus dem Angebot zeichnen und in dieser
Eigenschaft solche Wertpapiere und jegliche Form von Aktien oder damit
verbundene Anlagen halten, kaufen oder verkaufen und solche Aktien oder
damit verbundene Anlagen auBlerhalb des Angebots anbieten oder verkaufen.
Dementsprechend schlieBen Bezugnahmen auf angebotene oder platzierte
Aktien im Prospekt das Angebot oder die Platzierung von Aktien gegeniiber
einer der Konsortialbanken oder einem mit ihr verbundenen Unternehmen,
das in dieser Eigenschaft handelt, mit ein. Des Weiteren konnen bestimmte
Konsortialbanken =~ oder  mit  ihnen  verbundenen  Unternehmen
Finanzierungsvereinbarungen (einschlielich Swaps) mit Anlegern eingehen,
in deren Zusammenhang diese Konsortialbanken (oder mit ihnen verbundene
Unternehmen) — von Zeit zu Zeit — Aktien der Gesellschaft erwerben,
halten oder verduBern kénnen. Keine der Konsortialbanken beabsichtigt, iber
den Umfang solcher Investitionen oder Transaktionen mehr Informationen
offenzulegen, als dies nach Mafgabe rechtlicher oder regulatorischer
Verpflichtungen erforderlich ist.

Zum Datum des Prospekts hilt der Verkaufende Aktiondr 94,99996% der
bestehenden Aktien der Gesellschaft und hat somit Einfluss auf
Entscheidungen der Gesellschaft beziiglich des Angebots. Der Verkaufende
Aktiondr wird den Erlos aus dem Angebot erhalten und hat folglich ein
Interesse an dem Erfolg des Angebots zu den bestmoglichen Bedingungen.
Dariiber hinaus erhalten Herr Deller, Herr Heuwing und Herr Dr. Laier als
Vorstandsmitglieder eine Einmalzahlung unter der Bedingung, dass der
geplante Borsengang wihrend ihrer jeweiligen Amtszeit stattfindet.

Die Angebotsaktien werden von den Konsortialbanken (wie oben unter A.1
definiert) zum Verkauf angeboten.

In dem Ubernahmevertrag hat sich die Gesellschaft gegeniiber den
Konsortialbanken dazu verpflichtet, dass die Gesellschaft, ihr Vorstand oder
ihr Aufsichtsrat innerhalb des Zeitraums beginnend mit dem Datum des
Ubernahmevertrages und endend sechs Monate nach dem ersten Handelstag
der Aktien der Gesellschaft an der Frankfurter Wertpapierborse, die folgenden
Handlungen nicht ohne die vorherige schriftliche Zustimmung der Joint Global
Coordinators, deren Zustimmung nicht unangemessen verweigert oder
verzogert werden darf, vornehmen oder ihnen zustimmen wird:

(a) eine Erhohung des Grundkapitals der Gesellschaft aus genehmigtem
Kapital anzukiindigen oder durchzufiihren; oder

(b) der Hauptversammlung einen Vorschlag iiber eine Erhohung des
Grundkapitals der Gesellschaft zur Beschlussfassung vorzulegen
(ausgenommen die Schaffung eines genehmigten und bedingten
Kapitals); oder

(c) die Ausgabe von Wertpapieren mit Wandlungsrechten in oder
Optionsrechten auf Aktien der Gesellschaft anzukiindigen, zu bewirken
oder vorzuschlagen; oder

(d) Transaktionen abzuschlieBen oder Handlungen durchzufiihren, die den
vorstehend in (a) bis (c) genannten wirtschaftlich dhnlich sind.
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Der Gesellschaft ist es aber gestattet, (i) Aktien oder andere Wertpapiere an
Mitarbeiter und Mitglieder der Leitungsorgane der Gesellschaft oder ihrer
Tochtergesellschaften nach  Mallgabe  von  Mitarbeiter- und
Managementbeteiligungspldnen auszugeben oder zu verkaufen und
(ii) jedwede gesellschaftsrechtliche Mafinahme fiir den Zweck des Eingehens
eines Joint Ventures, anderer Formen der Kooperation oder von
Akquisitionen vorzunehmen, unter der Bedingung, dass die jeweils andere
Partei gegeniiber den Konsortialbanken die Verpflichtung iibernimmt, die
Einschrinkungen einzuhalten, denen der Verkaufende Aktiondr und Ursus
fiir die VerduBerung von Aktien unterliegen.

Fiir den Zeitraum bis sechs Monate nach dem ersten Handelstag der Aktien
der Gesellschaft an der Frankfurter Wertpapierborse haben sich zudem der
Verkaufende Aktiondr und Ursus im Ubernahmevertrag gegeniiber den
Konsortialbanken unter anderem dazu verpflichtet, die folgenden
Handlungen nicht ohne die vorherige Zustimmung der Joint Global
Coordinators, deren Zustimmung nicht unangemessen verweigert oder
verzogert werden darf, vorzunehmen oder ihnen zuzustimmen:

(a) Aktien der Gesellschaft, die von dem Verkaufenden Aktionir, Ursus
oder einem ihrer verbundenen Unternehmen gehalten werden (aufer der
Gesellschaft und ihrer jeweiligen Tochtergesellschaften) (solche Aktien
der Gesellschaft, die von dem Verkaufenden Aktiondr, Ursus oder
einem mit ihnen verbundenen Unternehmen gehalten werden,
nachfolgend die ,,.Lock-up Aktien*) direkt oder indirekt anzubieten, zu
verpfianden, zuzuteilen, zu verkaufen, sich zum Verkauf von Aktien der
Gesellschaft zu verpflichten, eine Option oder einen Vertrag zu deren
Kauf zu verkaufen, eine Option zum Verkauf von Aktien zu erwerben,
eine Option oder ein Recht bzw. Bezugsrecht zu deren Erwerb zu
gewihren, oder diese Aktien in sonstiger Weise zu iibertragen oder zu
verdauflern;

(b) Swap- oder sonstige Vereinbarungen abzuschliefen, mit denen das
wirtschaftliche Risiko des Eigentums an den Lock-up Aktien teilweise
oder vollstindig auf einen Dritten iibertragen wird, unabhingig davon,
ob eine in diesem Absatz (b) oder in vorstechendem Absatz
(a) beschriebene Transaktion durch die Lieferung von Lock-up Aktien
oder anderen Wertpapieren, Barzahlung oder anderweitig zu erfiillen ist;

(c) einen Antrag oder ein Recht auf Registrierung von Aktien der
Gesellschaft nach U.S. Wertpapiergesetzen oder von Wertpapieren, die
in Aktien der Gesellschaft wandelbar oder gegen Aktien der
Gesellschaft ausiibbar oder umtauschbar sind, zu stellen oder
auszuiiben;

(d) eine Erhohung des Grundkapitals der Gesellschaft vorzuschlagen
(einschlieBlich durch Aufforderung des Vorstands der Gesellschaft, eine
Hauptversammlung einzuberufen, oder auf andere Weise), fiir eine
vorgeschlagene Kapitalerhohung zu stimmen oder anderweitig einen
Vorschlag zur Ausgabe von Wertpapieren mit Wandlungsrechten in
oder Optionsrechten auf Aktien der Gesellschaft zu machen, zu
unterstiitzen oder dafiir zu stimmen (dieser Absatz (d) beschriankt nicht
das Recht des Verkaufenden Aktionirs oder von Ursus, fiir einen
Vorschlag zur Schaffung genehmigten oder bedingten Kapitals zu
stimmen); oder

(e) Transaktionen abzuschlieBen oder Handlungen durchzufiihren, die den
vorstehend in (a) bis (d) genannten wirtschaftlich dhnlich sind.

Die Beschrinkungen in den vorstehenden Absidtzen (a), (b) und (e) (im
Hinblick auf Absatz (e) soweit er sich auf die vorstehenden Absitze (a) und
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E.6

E.7

Betrag und
Prozentsatz der aus
dem Angebot
resultierenden
unmittelbaren
Verwisserung. Im
Fall eines
Zeichnungsangebots
an die existierenden
Anteilseigner Betrag
und Prozentsatz der
unmittelbaren
Verwisserung fiir den
Fall, dass sie das
Angebot nicht
zeichnen.

Schétzung der
Ausgaben, die dem
Anleger vom
Emittenten oder
Anbieter in Rechnung
gestellt werden.

(b) bezieht) sollen keine Anwendung auf Transaktionen finden, die Lock-up
Aktien beinhalten und auBlerborslich abgeschlossen und erfiillt werden und
bei denen die jeweilige Gegenpartei des Verkaufenden Aktionirs oder von
Ursus sich fiir den Zeitraum ab der jeweiligen Transaktion fiir die jeweils
verbleibende Laufzeit der oben genannten Beschrinkungen einverstanden
erklirt, an eine identische Lock-up Vereinbarung gegeniiber den Joint Global
Coordinators gebunden zu sein.

Die Mitglieder des Vorstands haben sich gegeniiber der Gesellschaft fiir
einen Mindestzeitraum von sechs Monaten ab dem ersten Tag des Handels
der Aktien der Gesellschaft an der Frankfurter Wertpapierborse vertraglich
verpflichtet, Angebotsaktien nicht ohne vorherige schriftliche Zustimmung
der Gesellschaft zu verkaufen oder von bestimmten Transaktionen im
Hinblick auf die Angebotsaktien, die sie von KB Holding im Wege der
bevorrechtigten Zuteilung erwerben, abzusehen.

Der Nettobuchwert der Gesellschaft (berechnet als Summe der Aktiva
abziiglich  Schulden), wie er in dem ungepriiften verkiirzten
Konzernzwischenabschluss fiir den zum 30. Juni 2018 endenden
Sechsmonatszeitraum ausgewiesen wird, betragt EUR 1.308,5 Millionen.

Der Nettobuchwert der Gesellschaft betrug zum 30. Juni 2018 EUR 8,12 je
Aktie der Gesellschaft (auf der Grundlage von 161.200.000 Aktien).

Die Gesellschaft wird keine Erlose aus dem Angebot erhalten und wird auch
nicht die Kosten des Angebots tragen. Bei einem unterstellten Angebotspreis
in der Mitte der Preisspanne von EUR 79,50 wiirde der Angebotspreis den
Nettobuchwert je Aktie der Gesellschaft von EUR 8,12 um EUR 71,38
iibersteigen. Infolgedessen wiirden Anleger, die im Rahmen des Angebots
Angebotsaktien erwerben, eine unmittelbare Verwisserung von 89,8 % je
Aktie der Gesellschaft (auf der Grundlage von 161.200.000 Aktien) erfahren,
sofern der Nettobuchwert der Gesellschaft ansonsten vom 30. Juni 2018 an
unverindert bleibt.

Entfillt. Anlegern werden von der Gesellschaft, dem Verkaufenden Aktionér
oder den Konsortialbanken in ihrer Rolle als solche keine Kosten in
Rechnung gestellt.

62




1. RISKFACTORS

Any investment in the Offer Shares is subject to a number of risks. Prospective investors should carefully
consider the risk factors set out below, together with the other information contained in the Prospectus, before
making an investment decision with respect to the Offer Shares of Knorr-Bremse Aktiengesellschaft, Munich,
Federal Republic of Germany (“Germany”) (hereinafter, also the “Company” or “Knorr-Bremse AG” and,
together with its consolidated subsidiaries and affiliates, “we”, the “Knorr-Bremse Group”, the “Group” or
“Knorr-Bremse”). The occurrence of any of these risks, individually or together with other circumstances,
could have a material adverse effect on our business, results of operations, cash flows and financial position.
The order in which the risks are presented is not an indication of the likelihood of the risks actually
materializing, or the significance or degree of the risks or the scope of any potential harm to our business,
financial position and results of operations or prospects. The risks mentioned herein may materialize
individually or cumulatively.

The risk factors are based on assumptions that could turn out to be incorrect. Furthermore, other risks, facts
or circumstances not presently known to us, or that we currently deem to be immaterial, could, individually or
cumulatively, prove to be important and could have a material adverse effect on our business, results of
operations, cash flows and financial position. The market price of the shares of the Company could decline as
a result of the occurrence of any of these risks, and investors could lose all or part of their investment.
Investors should carefully consider whether an investment in the Offer Shares is suitable for them in light of
the information in the Prospectus and their personal circumstances.

1.1. Risks Related to Our Market Environment and Business
1.1.1.  Unfavorable developments in the global economy could adversely affect our business.

Our business is dependent in many ways on general global economic and political conditions, as the demand for
rail and commercial vehicles is driven to a large extent by transportation volumes of goods and people.
Knorr-Bremse is a global provider of safety relevant (e.g., brake systems) and other systems, components and
technologies as well as related services for rail vehicles (including mass transit vehicles such as metro cars and
light rail vehicles, freight cars, locomotives, mainline passenger trains and high-speed trains) and commercial
vehicles (such as trucks, buses, trailers and agricultural machinery). Therefore, the Group’s operations are
exposed to developments in the global economy.

A macroeconomic environment marked by uncertainty or a significant deterioration of global economic
conditions could trigger a decline, including decreasing production and reduction of capacity, in industries and
markets in which Knorr-Bremse operates and may therefore have a material adverse effect on the Group.
Negative macroeconomic conditions may include a temporary or continued economic slowdown, a recession,
prolonged ultra-low inflation or deflations, or sustained loss of consumer confidence and consumer demand
(which could, for example, indirectly affect the purchasing patterns for rail and commercial vehicles, and thus
lead to a lower demand for Knorr-Bremse products).

In general terms, the commercial vehicles market tends to be more dependent on economic cycles and conditions
than the market for rail vehicles. For instance, order volumes for trucks are strongly affected at times of slower
economic growth or economic contraction as well as by the average age of commercial truck fleets.

The railway industry is mainly dependent on the levels of government and private operator spending on railway
projects. However, it has historically also been subject to fluctuations related to overall economic conditions,
typically with a certain time delay. In times of an economic downturn, rail companies have in the past deferred,
and may defer in the future, certain expenditures. In addition, the use of alternative transportation methods may
vary depending on the general economic framework and also negatively impact the railway industry (e.g.,
passengers shifting from trains to long-distance buses offering lower fares).

For example, during the 2008-2009 global economic crisis, the credit markets experienced a prolonged disruption
marked by significantly reduced availability of credit and higher borrowing costs. This resulted in a negative
impact on consumer spending patterns and caused several Original Equipment Manufacturers (“OEMSs”) to
reduce their production of commercial vehicles and to react relatively quickly with order stops and cancellations.
Regarding the products in the Rail Vehicle Systems segment, given the significant volume of
government-financed projects, the negative impact of the global economic crisis was felt with a time delay and to
a lesser extent compared to the commercial vehicle business. Also, during 2012, the commercial vehicle industry
experienced a temporary slowdown compared to the considerable recovery observed in 2010 and 2011 in the
more developed markets.

Although the global economy has substantially improved since the global economic crisis of 2008-2009, it
remains uncertain how the global economic and geopolitical framework will develop in the future. A global
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downturn, depending upon the extent, duration and severity of any future recession, could cause our customers
again to reduce commercial and rail vehicle production, which could have a negative impact on our business,
results of operation, cash flows and financial position. Furthermore, it may be difficult for us to adjust our cost
base to the extent necessary or on a timely basis in case of an economic downturn affecting our customers, and
continued volume declines in the rail and commercial vehicle markets may result in non-cash impairment
charges as the value of certain non-current assets is reduced. In addition, a potential increase in borrowing costs
and reduced availability of credit could reduce commercial and rail vehicle production orders and stop
infrastructure investment programs.

Any global economic downturn and its potential impact on our customers for both commercial and rail vehicles,
or our failure to effectively manage risks relating to fluctuations in global economic conditions, as well as any
macroeconomic changes to the cost and availability of credit could have a material adverse effect on our
business, results of operations, cash flows and financial position.

1.1.2.  Our business may be negatively affected by market cyclicality.

Both the rail vehicle and commercial vehicle businesses have an intrinsic cyclical component, which means that
generally periods of investments in rail and commercial vehicles are followed by slower periods in which
demand declines. In different regions and countries, the rail vehicles and commercial vehicles markets and their
respective segments have been subject to different levels of fluctuation in the past, and may continue to fluctuate
in the future. The length, timing and intensity of individual cycles, which may affect individual market segments,
customer groups, individual suppliers and regions in which we operate, is subject to uncertainty. For example, in
China, there was a decline in demand for high-speed trains and locomotives in 2012-2013, with a pick-up in 2014
and in particular in 2015, followed by a normalization of demand in 2016. Also in 2016, a cyclical slowdown
occurred in the freight car and locomotive business in the United States of America (the “United States” and
“U.S.”) and Canada, which resulted in freight forwarders canceling orders and a fall in freight prices and
volumes which negatively affected our business in that region. A further recent example of a regional cyclical
market softening is the commercial vehicles segment in Brazil.

Demand for trucks can be affected by new regulatory requirements, such as changes in emissions standards, and
follow a fluctuation pattern, with demand increasing prior to the effective date of the new requirements (referred
to as “pre-buy”), followed by a corresponding decrease after such standards are implemented. The market for
buses is also cyclical. New bus orders vary from year to year and are influenced, among other factors, by major
replacement programs and by the construction and expansion of transit systems and other networks by transit
authorities, which in turn depend on public and private funding for such purposes. Such projects can be curtailed
or withdrawn as a result of changes in the political, economic, fiscal or other conditions beyond our control,
resulting in a potential loss of business for us.

Cyclical demand patterns could have a material adverse effect on our business, results of operations, cash flows
and financial position.

1.1.3.  Political, social or economic conditions and changes in countries and major regions in which we, our
customers and our suppliers operate could have a material adverse impact on our business, results of
operations, cash flows and financial position.

As a globally operating Group with activities and a presence in numerous countries, we may be adversely
affected by political, geopolitical, economic and social developments in the countries and regions in which we
operate, in particular within Asia, the U.S. and Europe.

China plays a prominent role in shaping the global economic landscape, and its economy is currently
transitioning from growth driven by investments and exports to an increased focus on growth from consumption
and services. This transition creates political and economic risks for companies operating in China, and it should
be noted that the Group generates a considerable portion of its consolidated net sales in this region, in particular
in the Rail Vehicle Systems segment. The Chinese government focuses on investment to stimulate growth in,
among others, the Chinese automotive industry (including commercial vehicles) and on infrastructure projects
(including railway and road improvement projects). For example, at the end of 2016, China announced plans to
spend 3.5 trillion Yuan (representing roughly EUR 478 billion as of December 31, 2016) to expand its railway
system by 2020 as part of major infrastructure investments to improve connectivity across the country and
facilitate growth. It is unclear, however, whether such programs will be continued and/or coupled with
increasingly stricter regulation and a preference for domestic suppliers (see “I.1.4. — Protectionist measures,
trade wars or sanctions in countries and major regions in which we, our customers and our suppliers operate
could have a material adverse impact on our business, results of operations, cash flows and financial position.”).
An expanding U.S. economy, led by consumption and job creation, is currently facing a variety of significant
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political and economic challenges and significant differences between the leading political parties within the U.S.
as well as changes in legislation and regulation in areas such as economic sanctions, protectionism and
government intervention in business (see “1.1.4. — Protectionist measures, trade wars or sanctions in countries
and major regions in which we, our customers and our suppliers operate could have a material adverse impact
on our business, results of operations, cash flows and financial position.”). Since the global financial crisis,
Europe has been facing significant challenges in economic costs, security vulnerability and political instability.
Recent examples are Brexit, the political instability in Italy, the fluctuation of the Euro, populist movements and
the challenges in dealing with refugees. These issues can negatively affect us, as a substantial share of our
business is conducted in Europe.

Brexit, the legal process leading to the withdrawal of the United Kingdom (the “U.K.”) from the European Union
(“EU”), is underway, although the timing, process and consequences are still unclear. Brexit may have
significant, albeit unpredictable consequences for the political stability of the EU, as well as the economies and
financial markets in both the U.K. and the EU and, thus, on our business. For example, Brexit may have negative
effects on our supply chain and result in higher costs. The bus original equipment (“OE”) business and the
aftermarket business for trucks and buses may be negatively affected by Brexit, for example by demand
decreases in connection with U.K. customers. Currently, we have several U.K.-based bus manufacturers as
customers of our Commercial Vehicle Systems segment. Demand decreases are also a potential negative effect of
Brexit on our Rail Vehicle Systems segment. Moreover, we may need to initially adjust our supply chain for our
plant in Melksham, U.K., for example due to different import and export regulations, and higher or special tariffs
cannot be excluded.

The economic stagnation in certain countries in the Eurozone (i.e., those countries using the Euro as their
common currency), including Greece, Italy, Portugal and Spain, in part due to the effects of the sovereign debt
crisis and austerity measures implemented to address the crisis in these markets, has — together with the risk of
contagion to other, more stable, countries, particularly Germany — also raised a number of uncertainties
regarding the stability and overall standing of the Eurozone. Concerns that the Eurozone sovereign debt crisis
could resurface, as recently discussed in the context of political instability in Italy, may lead to the reintroduction
of national currencies in one or more Eurozone countries or the abandonment of the Euro. The departure or risk
of departure from the Euro by one or more Eurozone countries and/or the abandonment of the Euro as a currency
could have major negative effects on both existing contractual relations and the fulfillment of obligations by us
and/or our customers, which would have a material adverse effect on our business, results of operations, cash
flows and financial position.

In addition, the market in some of our important emerging markets such as Brazil are, to varying degrees,
influenced by political, economic and market conditions in more industrialized countries, particularly the U.S.
and Europe. The uncertain political and economic situation in Brazil and other emerging markets has had, and
may continue to have, a material negative impact on the economic climate in their respective regions and may
have spill-over effects in neighboring countries and regions. Other political and economic uncertainties and
challenges, such as the continuing conflicts in Syria and the Middle East or other “trouble spots” such as North
Korea, Ukraine, Russia and Iran, potential terrorist attacks or the closure of national borders may also have a
negative effect on the overall global economic climate and on our business.

For other local business risks in connection with our international operations, see “1.1.7. — We are subject to
risks, such as local business risks, associated with our foreign operations, including political and social
instability as well as changing regulatory frameworks and market conditions in many different countries.”

In addition, changes in economic or geopolitical conditions may indirectly impact our business, for example, if
our suppliers are negatively affected, resulting in shortages of raw materials or component parts that could affect
our supply chain. Moreover, a negative economic or geopolitical environment could lead to longer sales cycles,
deferral or delay of customer orders, lower customer creditworthiness or insolvency of customers or suppliers,
lower or lost receivables outstanding, payment delays, an inability to market our products effectively or to trade
across borders as well as other factors directly or indirectly affecting our business and the markets in which we
operate.

The materialization of geopolitical and economic risks globally or in particular countries and political, social and
economic uncertainties could negatively impact the Group, our customers or our suppliers and thereby have a
material adverse effect on our business, results of operations, cash flows and financial position.
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1.1.4.  Protectionist measures, trade wars or sanctions in countries and major regions in which we, our
customers and our suppliers operate could have a material adverse impact on our business, results of
operations, cash flows and financial position.

Protectionist measures, trade wars or sanctions in the countries and regions in which we operate, in particular
within the U.S. and Asia, could adversely affect our business operations.

Investment programs envisaged by the Chinese government to stimulate growth in, among others, the Chinese
automotive industry and on infrastructure projects might be coupled with a preference for domestic suppliers
(so-called “national champions”), which could have a material adverse effect on our business in China. With
respect to the rail business, the Chinese government sometimes intervenes in the market to favor such “national
champions”. It cannot be excluded that we may experience negative effects resulting from such interventions in
the future.

Further, there is uncertainty with respect to the future of the relations between the U.S. and other nations. Most
significantly, in March 2018, the U.S. administration proposed significant tariffs on goods (including steel and
aluminum) imported into the U.S., including from China and the EU, which became effective in late March and
May 2018, respectively. In April, China retaliated with proposals of its own tariffs on a range of goods. In June
2018, the U.S. announced further tariffs on Chinese goods, and China subsequently stated, also in June 2018, that
it would impose tariffs on the same scale on imports from the U.S. In early July 2018, both countries
implemented tariffs of USD 34 billion on each other’s goods. Following these measures, the U.S., in mid-
September 2018, imposed tariffs on USD 200 billion worth of Chinese goods. Immediately thereafter, China also
increased tariffs on USD 60 billion worth of US goods. The tariffs imposed by both countries are to take effect
September 24, 2018. These developments have increased the prospect of a continued trade war between the
world’s two largest economies, which may have a significant negative impact on the global economic
environment, and may thereby have a material adverse effect on our business, results of operations, cash flows
and financial position. In addition, while in late July 2018, the EU and the U.S. agreed to work together to lower
trade barriers, it remains uncertain how the trade relationship between the EU and the U.S. will evolve. In
addition, in August 2018, the U.S. administration announced additional sanctions on Russia and subsequently
announced that it would reimpose economic sanctions on Iran. In the same month, tensions between the U.S. and
Turkey worsened after the U.S. doubled tariffs on imports of Turkish steel and aluminum.

Sourcing components from countries such as Mexico may also become more expensive due to special tariffs. In
this context, potential relocations along our supply chain to best-cost countries (i.e. Central and Eastern Europe,
Africa, APAC, Latin America and Mexico) may become economically less attractive and may need to be
reconsidered. For example, imports of rail parts and components that we require for the manufacturing of our
products in the U.S. may become more expensive and thus a further localization strategy (i.e., manufacturing
products and using suppliers and research and development (“R&D”) capabilities in the region in which our
products are intended to be sold) may need to be pursued for certain products. This would involve certain risks
relating to new suppliers, for example in terms of supply chain sustainability and quality of sub-components.

The rise of populist parties and trends and/or increasingly protectionist measures by governments in several
countries within and outside the EU may negatively affect the global economy and restrict international trade
flows, all of which could adversely affect our operations and sales. For example, growing anti-EU sentiment
within several EU countries may lead to increasingly protectionist behavior. Furthermore, an anti-globalization
mindset, which can be observed in an increasing number of countries worldwide, could potentially lead to
national trade barriers and subsidies for local products. Moreover, the imposition of any export or import
restrictions, quotas, duties and sanctions (especially with respect to Russia and Iran), among others, may also
negatively affect the political and economic framework in which we operate.

In addition, protectionist measures, trade wars or sanctions may indirectly impact our business, for example by
shortages in our supply chain, if our suppliers are negatively affected. Moreover, protectionist measures, trade
wars or sanctions could have a negative impact on our customers, leading to lesser orders or payment difficulties,
among others. Further, such measures may impose obstacles to the marketing or trade of our products across
borders, thus directly or indirectly affecting our business and the markets in which we operate.

The materialization of risks resulting from protectionist measures, trade wars or sanctions could negatively
impact the Group, our suppliers or our customers and thereby have a material adverse effect on our business,
results of operations, cash flows and financial position.
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1.1.5.  The industries in which we operate are characterized by changing trends, technological developments
and regulation. If we cannot continue to manufacture, market and sell innovative products that meet
customer requirements for performance and reliability, our sales may suffer and we may lose market
share.

The industries in which we operate are characterized by developments that structurally transform such industries
and the relevant markets. These trends are fundamental in nature and include, among others, globalization, the
growing importance of emerging markets, demographic change (e.g., urbanization), the growing relevance of
environmentally-friendly and energy-efficient applications due to climate change and dwindling resources, a rise
in customers’ expectations as well as digitization, connectivity and mobility (such as the so-called “Internet of
Things”), automated driving and e-mobility solutions. For us, the four megatrends urbanization, eco-efficiency,
digitization and automated driving are of particular importance. If we fail to correctly assess such trends, other
trends and future market developments, this could have a material negative impact on our business, results of
operations, cash flows and financial position.

For example, if a commercial vehicle will be electrified and/or an installed pneumatic system is replaced by an
electric or electro-mechanical system, several new sub-systems need to be developed or modified, including the
air disc brake, transmission control unit, valves, compressors or engine air components to avoid premature
substitution. As such substitution is expected to materialize over time, we are required to watch such market
developments closely and be prepared to react adequately to such trends and to drive innovations actively. If we
are unable to do so, our products may be replaced by competitor products and/or products of new entrants.
Similar considerations apply to the Rail Vehicle Systems segment, where technological developments may
render certain of our rail products obsolete and require a considerable adjustment of our current product
portfolio.

New competitors with more know-how or experience or newly-developed components may enter the market for
key projects regarding innovative products in the areas of, among others, e-mobility, steering solutions (including
torque overlay functionality) or automated driving systems (such as our existing projects regarding highly
automated driving). In addition, incumbent competitors may develop innovative technologies or acquire
capabilities in these fields faster than us, making it more difficult for us to obtain a meaningful market share at
reasonable prices or attract qualified personnel in these areas. Competitors have in the past developed and may in
the future develop products or solutions (e.g., spare parts for commercial vehicles) that are particularly
cost-effective, making it harder for us to compete effectively in those areas. Furthermore, new technology trends,
such as digitization, allow new entrants to gain market shares in, for example, the railway industry with new
business models (such as condition-based monitoring) which compete with our products, due to such entrants’
specific know-how in areas such as handling of big data. We may also lose a competitive advantage if
competitors are able to develop or acquire capacities relating to innovative technologies, including IT
technologies that we do not possess.

Moreover, in the high-tech environment in which our solutions are used, there is a risk that products will reach
their physical limits. For example, in the commercial vehicle business, more stringent regulatory requirements
regarding noise levels or emissions of particulates would require us to introduce changes to our existing products.

In addition, we face the risk that our products may be replaced by substitute or alternative products which we do
not produce or distribute due to factors such as technological developments (such as e-mobility in connection
with commercial vehicles, as mentioned above), cost reductions on existing alternative products or new substitute
products that have not yet been identified or launched into the market. For example, our non-safety related
products (such as heating, ventilation and air conditioning systems (“HVAC”)) may be substituted by
competitors or even non-certified suppliers (e.g., through reverse engineering of our products), given less
stringent regulations in these areas.

Furthermore, given the dynamic development of the markets and regions of the world, we are constantly
confronted with the challenge of relocating development and production capacities from one site to another, in
order to respond flexibly to changing market and customer requirements and/or cost developments. In the event
of unexpected shifts in capacity, we may be unable to quickly and effectively adapt to such changes.

If we are unable to keep pace with changing technologies, technological developments and regulation, this could
have a material adverse effect on our business, results of operations, cash flows and financial position.

1.1.6.  If our innovation and research and development (R&D) of new manufacturing technologies and new
products are not successful or does not meet customer preferences, our sales may suffer and we may
lose market share.

The process of developing new products for our markets is complex, and any failure to keep pace with our
competitors’ technological development, develop new technologies or obtain appropriate intellectual property
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protection for our technologies, or anticipate customers’ changing needs and emerging technological trends
accurately could significantly harm our business, results of operations, cash flows and financial position.

Our operating results significantly depend on the development of commercially viable production technologies.
This requires us not only to develop new product types and classes, but also to constantly revise and optimize the
materials and components used in manufacturing our products and to improve existing products. We devote
significant resources towards R&D of new products and new manufacturing technologies. Our future success,
therefore, depends on our ability to maintain our technological leadership, in particular by anticipating
technological trends, responding to customer needs by developing innovative solutions in a timely and
cost-effective manner and by adapting our products and manufacturing technologies to regulatory or industrial
requirements. In the past, we have in individual cases developed products that have only found limited customer
acceptance and which we have then discontinued. If we devote resources to the pursuit of developments in
production technologies and products that turn out to be unsuccessful, or in projects that are discontinued for
technical, economic, commercial, regulatory or any other reasons, this can lead to impairments and harm our
competitive position, results of operations, cash flows and financial position.

There can also be no assurance that any of the new products that we are currently developing, or may begin to
develop in the future, will become market-ready, gain widespread acceptance in the marketplace or that such
products will be able to compete successfully with other new products and services that may be introduced by
competitors. Decisions to develop and market new products are typically made without a commitment on the part
of our customers or a firm indication of our customers’ likely acceptance. For example, our development efforts
associated with the development of automated driving solutions for commercial vehicles are very resource and
time intensive, as these require a longer development period than other development activities and need to be
launched before a customer is ready to place a firm order. In addition, by their very nature, new products may
require alteration of existing business methods or threaten to displace existing equipment in which our customers
may have invested substantial resources. If other companies develop alternative technologies and solutions that
meet customer preferences better than our products, or if we fail to anticipate and react to any significant changes
in customer preferences, this could result in declining demand and have a material negative impact on our
competitive and financial position.

Moreover, we may incur additional warranties or higher costs than expected in the phase during which new
products are tested and validated by customers.

In addition, new business models which we develop to meet the increasingly diverse requirements of an ever
more digitalized and mobile world may not be as successful as expected or at all, or may turn out to be more
costly or take more time than originally envisaged, all of which could have a material adverse effect on our
business, results of operations, cash flows and financial position.

If we devote resources to innovation and R&D that is unsuccessful, or results in new products that do not satisfy
customer needs and preferences, this could lead to a loss of market share, as well as having a material adverse
effect on our business, results of operations, cash flows and financial position.

1.1.7. We are subject to risks, such as local business risks, associated with our foreign operations, including
political and social instability as well as changing regulatory frameworks and market conditions in
many different countries.

A significant portion of our current operations is conducted and located outside of Germany. Due to the global
nature of our business, revenues generated outside of Germany in particular and, more generally, outside of the
EU, will continue to account for a considerable share of our total revenues in the foreseeable future. Accordingly,
in addition to the currency exchange risks inherent in operating in many different foreign countries (see “/.1.26.
— Our sales, results of operations and financial position may be adversely affected by currency fluctuations.”),
we also face risks relating to local political, social or economic conditions, including the risk of political unrest,
war, terrorist or similar attacks (see also “/.1.3. — Political, social or economic conditions and changes in
countries and major regions in which we, our customers and our suppliers operate could have a material
adverse impact on our business, results of operations, cash flows and financial position.””). Moreover, we face
risks from crimes and corruption, risks for our local and expat employees resulting from unstable security
situations, money laundering and other fraudulent practices, trade protection measures, investment, trade and
currency restrictions or any restrictions on the repatriation of earnings and capital, logistical risks (for example,
in countries that lack certain infrastructure), risks related to international deliveries, risks of order processing and
fulfillment and risks arising from different legal and tax systems, changes in distribution and supply chains,
including restrictions or sanctions on the import or export of finished goods and supplies, unexpected changes in
the regulatory environment and in the interpretation and enforcement of laws by national governments and other
official bodies, inability to collect payments or seek recourse under or comply with ambiguous or vague
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commercial or other laws, insufficient protection against product piracy and other violations of our intellectual
property rights, expropriation and similar measures, and, in general, differing economic cycles and adverse
economic conditions. In addition, we face the risk of unsustainably overpriced assets, such as commodities and
housing, in a certain country or region.

Our expansion into markets outside of our core markets requires us to respond to rapid changes in market
conditions in these countries. Our overall success as a global business depends to a considerable extent on our
ability to anticipate and effectively manage differing legal, political, social and regulatory requirements and
economic conditions and unforeseeable developments. We may not continue to succeed in developing and
implementing policies and strategies which will be effective in each location where we do business or may do
business in the future.

Effectively managing these risks could prove difficult and may limit our operations and make the manufacture
and distribution of our products internationally more difficult. The materialization of local business risks or our
inability to adapt to changing conditions in markets outside our core markets could have significant adverse
effects on our business, results of operations, cash flows and financial position.

1.1.8.  The industries in which we operate are increasingly competitive and characterized by downward
pressure on prices, which could result in a decline in our revenues and margins and could have a
material adverse effect on our business, results of operations, cash flows and financial position.

Although we operate in markets with generally high barriers to entry, the competitive environment is becoming
increasingly intense. We face competition from several established, international companies and potentially also
the entry of new competitors, as well as local and regional companies in the countries and sectors in which we
operate. Some of our competitors may have greater financial resources than we do. Increased competition may
have a negative impact on our ability to sustain our premium price position. For example, in the U.S. rail vehicle
business, broadly applied product bundling by competitors may lead to price pressure. Price competition, coupled
with increased cost-consciousness among our customers, challenges our ability to maintain and/or increase
prices. In addition to price, competition is based on product performance, technological leadership, quality,
reliability of delivery and customer service and support. There can be no assurance that we will be able to
successfully compete based on these or other factors in our regional and product-related market segments, which
would lead to a decrease in revenues and margins.

In particular, Robert Bosch GmbH, Germany (“Bosch”) might in the future emerge as a new competitor.
Knorr-Bremse Systeme fiir Nutzfahrzeuge GmbH, Germany (“KB SfN GmbH”) and Knorr-Bremse Commercial
Vehicle Systems Japan Ltd., Japan (“KB CVS Japan”) are joint venture companies in which Bosch holds a
minority interest. With reference to KB SfN GmbH’s engagement in steering systems activities and certain
discussions on potential strategic cooperations by us in China, Bosch has exercised a put option relating to
Bosch’s shareholding in KB SfN GmbH and KB CVS Japan, which was granted to Bosch in the joint venture
documentation. We contest the right of Bosch to exercise the put option. Bosch initiated arbitral proceedings to
enforce fulfillment of the put option. If Bosch is successful in the arbitral proceedings, it will cease to be a
shareholder in KB SfN GmbH and KB CVS Japan and emerge as a competitor in areas of business comprising
(in whole or in part) business activities currently covered by non-compete undertakings in the joint venture
documentation, in particular with respect to driver assistance systems. This might be the case prior to the lapse of
the post-contractual non-compete period of three years set out in the joint venture documentation if the post-
contractual non-compete undertakings should turn out to be unenforceable for any reason.

If we are not able to compete in an increasingly competitive environment, this may lead to a reduction of our
revenues and margins and have a material adverse effect on our business, results of operations, cash flows and
financial position.

1.1.9. Certain trends driven by our customers in the rail and commercial vehicle businesses, such as
concentration, increasing in-house development capabilities or the trend towards system suppliers,
may negatively affect our competitive position and market share.

We are observing an increasing degree of concentration of OEMs, which tends to increase the size, and thus the
relevance and bargaining power of these customers. This trend puts component and system suppliers such as
ourselves under more pressure. For example, we experienced downward price adjustments for certain
commercial vehicle products following the merger and integration of MAN and Scania. Concentration at the
OEM level tends to also lead to strong OEMs competing in the components supplier market for commercial
vehicles, resulting in increased price pressure on other suppliers such as ourselves. Increased competition,
triggered, for example, by a concentration of competitors (such as Westinghouse Air Brake Technologies
Corporation’s (Wabtec) acquisition of a 51% interest in Faiveley, which closed in December 2016, or Wabtec’s
merger with GE Transportation announced in May 2018, which is, subject to several conditions, expected to
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close in early 2019), customers or suppliers, and unanticipated actions by these as well as temporary overcapacity
in certain cyclical regional markets could lead to disadvantageous price changes and/or a decline in our market
share, which could adversely affect our competitive position as well as our results, cash flows and financial
position. In the rail vehicle business, customers typically have a strong bargaining position, which may be further
strengthened by competitor concentration. Additionally, the R&D capabilities of a combined customer entity
may also be in a better position to undertake in-house development of rail vehicle and commercial vehicle
products we currently offer, leading to a potential loss of market share for ourselves. A similar situation may
arise, for example, when Siemens and Alstom complete the combination of their rail businesses, for which the
parties entered into an agreement in March 2018, subject to regulatory approval.

Current customers or potential customers increasingly decide to develop and produce certain components
in-house. OEMs in the rail business often try to develop their own components and sub-systems in order to
reduce dependency on their main suppliers, including ourselves. For example, major Chinese car builders in the
rail industry tend to have a clear strategic focus on development in order to reduce their dependence on suppliers.
Moreover, when they do source components and systems from external suppliers, they tend to prefer Chinese
suppliers. Siemens is also active in developing braking products for use in their own rail vehicles.

Large OEMs increasingly try to source and integrate the components for certain vehicle systems themselves,
rather than sourcing an integrated system from large suppliers like ourselves. As an example, major OEMs in
Europe increasingly try to develop their own automated driving functions rather than sourcing these from Tier-1
suppliers such as ourselves. For this purpose, OEMs often leverage know-how from their passenger car division
and transfer technology to their commercial vehicle division. In addition, we observe that major OEM customers
of our Commercial Vehicle Systems segment are pursuing a dual-source or multi-source strategy. This may result
in additional pressure on our price structure and may require us to develop and offer even more additional
technical advantages to customers in order to maintain our competitive edge. It is also possible that larger OEM
customers endeavor to strengthen one of our smaller competitors in order to reduce dependency from incumbent
larger systems suppliers, such as ourselves. If we are unable to successfully compete in this environment, our
business, results of operations, cash flows and financial position could be materially adversely affected.

Moreover, the increasing trend towards system suppliers (as opposed to the supply of individual components by
different suppliers) in the rail business underlines the importance of us to be or become a “Tier-1" supplier for
major customers. If a competitor is chosen to supply complete systems for a rail vehicle-related order, we may be
prevented from delivering any individual component for the relevant vehicle series. In addition, competitors may
be better positioned to offer comprehensive systems integrating components to customers. Some suppliers have
strong bundling offerings that are a key driver in certain market segments (e.g., the freight car market in the
U.S.), in which we cannot effectively compete due to a lack of applicable products in our current product
portfolio. Moreover, competitors may leverage solutions from other industries, such as the automotive and the IT
industries, which could put us at a competitive disadvantage.

Any of these developments, or if our competitors are able to take advantage of developments (such as the trend
towards systems suppliers in the rail industry) to our disadvantage, could have a material adverse effect on our
business, results of operations, cash flows and financial position.

1.1.10. We may fail to successfully identify, enter into or integrate acquisitions, joint ventures or
cooperations or to successfully execute divestments, which could have a material adverse effect on
our business, results of operations, cash flows and financial position.

Acquisitions and investments in our core businesses and establishing new businesses are an integral component
of our business strategy. For example, we have recently acquired tedrive, a company that develops, manufactures
and markets vehicle steering systems, and Kiepe Electric, an electrical systems business from Vossloh (“Kiepe
Electric”’), among others. We have also entered into joint ventures and other cooperations. In the future, we
intend to continue to pursue selected acquisition opportunities and joint ventures in order to further grow and
expand in a targeted manner. This strategy depends in part on our ability to successfully identify and acquire
assets and/or shareholdings in companies that complement our business, find adequate joint venture partners or
enter into joint ventures or investments, on favorable terms or at all. However, there is no assurance that we
would have sufficient resources to participate in acquisitions that we consider necessary, for example, to
maintain our market share in significant regional or product markets. If we are unable to make necessary
acquisitions and investments, this could have a material negative impact on our growth and operations.

In addition, we may not be able to achieve the targets for growth, synergies, economies of scale, cost savings,
development, production, distribution, or other strategic goals being sought from the acquisition of companies
and interests in companies, or it may only be possible to achieve them to an insufficient extent given time and
budget constraints. Potential acquisition targets may have lower profit margins, so that in the event of an

70



acquisition our overall profit margin could thereby be reduced, as has happened in some cases in the past.
Furthermore, highly innovative companies in sectors in which future growth is expected, such as automated
driving, connectivity and electrification, currently command (and may continue to command in the future)
acquisition prices in the market that may not be justified in light of the significant uncertainty with regard to the
anticipated business plan. The scarce availability of attractive and suitable targets coupled with the high demand
for such assets may require us to pay elevated prices to acquire companies, or else abstain from entering
potentially promising technology fields.

In addition, future acquisitions may be capital intensive and could require us to incur debt or issue debt or equity
securities to finance such acquisitions, which may increase our interest expenses significantly and dilute the
interest of our existing shareholders. Moreover, if an acquisition or similar transaction is not completed, as was
the case with the planned Haldex takeover, in particular if the transaction is abandoned after a longer preparation
period, the incurred costs and resources involved, which can be significant, will not be recovered.

Corporate acquisitions are typically associated with significant investments and risks. We may be unable to
recognize all risks related to such a transaction in advance during our due diligence or to protect ourselves
against such risks, as has happened in individual cases in the past. For example, there can be no assurance that
such risks will be (sufficiently or at all) taken into account in the respective agreements (including warranties).
Future acquisitions may also give rise to financial and tax restructuring measures which, even if designed with
the aim to achieve a tax-efficient structure, may expose us to risks, for example, if such measures cannot be
implemented and/or the tax authorities were to challenge any of the implemented measures. Further, we may face
claims, out-of-court disputes, arbitration or litigation in connection with acquisitions, joint ventures and similar
transactions, as has happened in connection with a claim for additional earn-out payments brought by the seller in
the aftermath of one of our past acquisitions. Future acquisitions could result in the incurrence of debt, contingent
liabilities or amortization expenses, or impairments of goodwill, if the goodwill recorded in our balance sheet at
the time of the acquisition proves to be too high. Incurring such additional costs or other disadvantages in
connection with an acquisition could have a material adverse effect on our reputation, as well as on our business,
results of operations, cash flows and financial position.

Risks may also result from past or future divestments, in particular, in regard to potential pre- or post-closing
reductions of purchase prices, the recognition of losses in connection with the deconsolidation of the divested
business, or due to possible liabilities arising from representations, warranties or covenants, for example,
regarding taxes, pensions or real estate valuations.

Furthermore, past and future acquisitions, joint ventures and other investments in businesses entail risks relating
to the integration of businesses, including, among other things, integration of employees, processes, IT, logistics
and other systems, and product offerings, customer and supplier relationships as well as overcoming cultural
barriers. Such acquired businesses may not, or not within the anticipated timeframe, achieve the targeted
operative development. In particular, integration may be a more complex, time and resource consuming process
than anticipated and involve a number of uncertainties. These include, for example, costs and expenses
associated with unexpected difficulties, the diversion of management’s attention from daily operations and/or
strategic business decisions, the potential loss of key employees, suppliers and customers, difficulties in
competing with existing business or diverting revenues from existing business, difficulties in complying with
foreign regulatory requirements and the additional demands on management related to the increasing size and
scope of our operations, especially in the case of larger acquisitions. In addition, it cannot be excluded that,
following an acquisition, we may face difficulties in the context of negotiations with employee representatives.
Such negotiations may relate to measures such as social plans or combining entities with different union tariff
systems. A prolonged negotiation process could delay the transaction and the result of such negotiations may turn
out to be more costly than expected.

Failure to successfully implement acquisitions, joint ventures and cooperations, to successfully integrate
businesses that have been acquired or to successfully execute divestments could have a material adverse effect on
our business, results of operations, cash flows and financial position.

1.1.11. We face risks relating to joint ventures, cooperations and partnerships, including our potential
limited influence on the organization and business success of such ventures, and the interests of our
partners may conflict with our own.

In joint ventures, cooperations and partnerships, we might have only limited influence on the organization and
business success of the companies concerned. Thus, our ability to fully exploit the strategic potential in markets
in which we operate or which we enter could be impaired if we are unable to agree with our partners or joint
shareholders on a common strategy and its implementation. The interests of our partners or joint shareholders
could also conflict with our interests. Minority shareholders in certain joint ventures, cooperations and
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partnerships may also have approval or other rights under applicable corporate laws, joint venture or shareholder
agreements or other organizational documents.

In addition, we could be subject to fiduciary or contractual obligations to our partners which may prevent or
impede our ability to unilaterally expand in the business area in which such a joint venture or associated
company operates. This might include that we will be limited to enter into new markets or unable to maintain our
current competitive position if we are hindered to do so by contractual non-compete undertakings. For example,
Bosch initiated arbitral proceedings based on non-compete undertakings and minority participation rights in the
current joint venture documentation to prevent KB SfN GmbH to directly or indirectly conduct or commence
activities in the area of steering systems. If successful, we would be forced to ensure that KB SfN GmbH’s
subsidiary Knorr-Bremse Steering Systems GmbH is, in our discretion, either acquired by us in connection with a
group-internal reorganization, divested by KB SfN GmbH to a third party, or liquidated. Further, we cannot
exclude that Bosch might claim damages due to the acquisition of Knorr-Bremse Steering Systems GmbH by KB
SfN GmbH. Expansion in certain business areas in breach of contractual non-compete undertakings may also
trigger exit rights of joint venture partners in existing joint ventures.

When a joint venture or other form of cooperation is dissolved or terminated, we may be required to make
payments to our partners. In particular as regards our joint ventures KB SfN GmbH and KB CVS Japan, the
partner for each of these joint ventures, Bosch, tries to enforce fulfillment of a put option relating to its 20%
shareholding in each of KB SfN GmbH and (indirectly) of KB CVS Japan in arbitral proceedings initiated in
September 2018. Such put option was exercised — in our view unjustified — by Bosch. The liability from the
put option on minority interests was recognized as financial liability based on the agreed price of the option in an
amount of EUR 379.6 million.

In addition, the risk of leakage of our know-how to our joint venture partners cannot be excluded.The realization
of any of these factors could have a material adverse effect on our business, results of operations, cash flows and
financial position.

1.1.12. We may fail to implement strategic efficiencies and other improvements and cost saving measures in
a timely manner and such planned improvements and measures may fail to achieve their targets,
which could have a material adverse effect on our business, results of operations, cash flows and
financial position.

We operate in an industry where efficiency improvements and cost savings are crucial in order to maintain
competitiveness and profitability. In the fourth quarter of 2015, we launched our “KB2020 Bottom Line”
program. With this program, we seek to achieve, by 2020, a low three digit million euro amount on aggregate in
savings (before a deduction of cost). Saving initiatives under the program include, among others, structural
measures, product optimizations, engineering and production footprint projects as well as entity performance
improvement plans for individual Group companies and global processes. We have in the past few years
expanded our Rail Vehicle Systems segment’s operations in Berlin and Budapest by shifting production
capacities from Munich to these two Rail Vehicle Systems segment locations. It cannot be assured that we will
be able to complete all contemplated efficiency and cost-saving measures within the anticipated timeline, or that
these measures will deliver the expected cost-saving results within the expected timeframe or at all. It is also
possible that the assumptions on which we have based our assessment of potential savings may prove to be
inaccurate or not materialize to the anticipated extent, which could result in reduced savings or a longer timeline
than expected. A failure to achieve efficiency improvements and cost savings could lead to a reduction in
profitability and competitiveness, which may have a material adverse effect on our results of operations, cash
flows and financial position.

In the past years, we incurred certain restructuring costs in connection with our Rail Vehicle Segment. There is
no assurance that the costs associated with any current and future efficiency improvement will not exceed our
estimates, or that we will be able to achieve the intended benefits of these efficiency improvements.

In the future, we may also need to re-evaluate our geographic and production footprint and may be required to
close further manufacturing facilities, to shift development or production capacities to other Group locations to
respond flexibly to changing market and customer requirements, or to undertake other restructuring measures in
countries with high labor and production costs or with decreasing customer demand. Such measures could result
in substantial costs, including, among other things, severance payments to employees as well as a temporary loss
in productivity and an increase in costs or insufficient quality. Moreover, the potential closure of plants, the
relocation of production capacities to best-cost regions or other measures reducing personnel costs may result in
adverse publicity and loss of reputation, and may put strains on our relationship with labor unions and our
workforce.
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Any failure to timely implement efficiency and other operational improvements and cost savings measures, both
currently underway and in the future, or the realization of any of the aforementioned risks during or after such
implementation, could have a material adverse effect on our business, results of operations, cash flows and
financial position.

1.1.13. Quality issues or product defects may lead to costly replacement measures, product liability claims,
fines and larger accidents, which could have a material adverse effect on our business, results of
operations, cash flows and financial position as well as our reputation.

Our future profitability depends on our ability to offer competitive prices while maintaining a high level of
quality. Many of our products and solutions (in particular brakes, but also other systems, such as doors) play a
critical role in the safety of rail and commercial vehicles that transport both passengers and a variety of goods.
Although — on account of the safety-critical nature of the applications concerned — we monitor and test the
quality of our products and our processes, there can be no assurance that we will not face quality issues or
product defects due to procedural, technical or human errors, among other factors. Defects leading to failure of
products and systems (in particular those that are safety-critical) could have severe consequences, including
injury or loss of life. In the event of a derailment of a rail vehicle or other accident involving rail or commercial
vehicles for which we have supplied systems and components, we could be subject to various legal claims,
including claims for negligence, personal injury, physical damage and product liability, as well as other potential
claims. In particular, in the case of severe accidents, which may not only include damage to the vehicle but in the
worst case even casualties, the damage to our reputation could be very significant.

We are often under the legal and contractual obligation to compensate customers for damage or losses resulting
from defective products. For instance, we may face product liability claims or claims under guarantees (warranty
and good performance) for products already supplied if we are unable to anticipate all of the possible
performance or reliability problems that could affect our products. We have, in the past, been subject to customer
claims in connection with defective products and have had to replace the products at our own cost as part of our
warranty obligations (as explained further below). We have also faced related damage claims. We cannot exclude
the possibility that we will face warranty or similar claims in the future. In addition, in some cases the bargaining
power of certain customers as well as reputational concerns may prevent us from invoking contractually agreed
limitations on liability.

Any such claims and replacement measures could result in increased costs for us, for example in relation to
product or component replacements, additional performance tests, correction of defects and re-development,
legal and other expenses. Furthermore, defective products or customer claims related to damages, delayed
deliveries, or our failure to comply with quality requirements could result in loss of revenues and/or customers.
Our liability may extend beyond such defective products to other systems, equipment or areas of the vehicles and
include vehicle downtime and other items, which could increase our potential exposure substantially. The
realization of any of these risks could have a material adverse effect on our reputation, market perception, market
acceptance of us as a manufacturer and ultimately the market share for our products, including other market
segments and products than the ones immediately affected by the defects or claims. This, in turn, could have a
significant adverse effect on our revenues and results of operations as well as on our cash flows and financial
position.

More specifically, faulty component parts, design defects or assembly defects could require us or our customers
to undertake service actions (including preventive and repair measures) and recall campaigns. This has happened
in the past and might happen in the future, for example with regard to the following quality issues: (i) The recall,
completed in 2018, of approximately 215,000 “Bendix” spring brake control valves for trucks in the U.S.
produced during the 2014-2016 period, (ii) an ongoing replacement of a large number of truck clutch
compressors delivered by us in Europe, (iii) warranty claims against some of our Chinese subsidiaries in
connection with defective components for train brake systems, (iv) warranty claims against some of our
subsidiaries in connection with corroded door leaves, (v) warranty claims against our subsidiary Kiepe Electric in
connection with the construction of cars for the Wuppertal suspension railway, (vi) ongoing adjustment of brake
equipment (e.g., replacement of brake pads) due to a decreasing friction coefficient over time and (vii) warranty
claims against some of our Australian subsidiaries in connection with allegedly defective components for train
brake and HVAC systems. After we changed our supplier for the guide-pin in air disc brakes at the end of 2014,
we detected a defect after customer complaints about noisy brake calipers and uneven wear of brake pads at the
end of 2015. Such defect was reported to the U.S. National Highway Traffic Safety Administration (“NHTSA”)
as safety relevant by some customers and reports relating thereto were published by NHTSA. We currently
estimate that the financial exposure to solve this problem could be significant and is likely only to be partially
covered by insurance.

The preventative and repair measures associated with such faults and defects are expensive (in particular with
respect to the related labor costs) and redirect R&D and other resources, for example to find the root cause of a

73



malfunction and potentially redesign a component. Such events could also damage our reputation and strain our
relationships with the customers involved. Furthermore, we may be held liable for damage that is caused not only
directly but also indirectly by our products.

Furthermore, we may have faulty design or defective product claims brought against us or be held indirectly
responsible for damage in an incident actually caused by the faulty installation of a fit product, by a customer
vehicle design or application of our product that has a negative impact on the product’s performance, or by
defective components supplied by third parties. We may also become indirectly liable by having been involved in
the training of an end-customer’s employees with respect to the installation or the servicing of the installation.
There may also be cases in which it is difficult to establish the exact direct and indirect causes of an accident or
similar incident, for which we are held responsible. In all of the above cases, there is a risk that although we are
not directly at fault, claims may nevertheless be brought against us and cause harm to our reputation and
financial position.

Furthermore, the insurance we maintain to protect ourselves against claims associated with the use of our
products may not cover claims asserted against us adequately or at all.

Any of these factors and developments could have a material adverse effect on our business, results of
operations, cash flows and financial position.

1.1.14. Interruptions of operations at our facilities and other operational disruptions could have a material
adverse effect on our business, results of operations, cash flows and financial position.

We operate almost 70 production sites (for our Rail Vehicle System segment and our Commercial Vehicle
System segment) in more than 20 countries and our results of operations are dependent on the continued
operation of our production and other facilities as well as the availability of our services.

Even if technical and safety standards for the construction, operation and maintenance of our facilities and major
equipment are observed (including the observance of the existing contingency plans for each facility),
operational disruptions and delays cannot be ruled out and can occur for reasons outside our control, such as
accidents, fires, explosions, extreme adverse weather conditions, natural catastrophes, mechanical or human
failures or other incidents. These incidents may result in physical property damage requiring comprehensive
cleaning and repair measures, as well as in temporary production interruption or shutdowns, temporary operation
at a reduced capacity or, in severe cases, in injuries or loss of life. Interruptions in our operations, regardless of
the cause, could also lead to liability risks and reputational damage, in particular by preventing us from providing
the requisite quantities of our products to customers on time, especially in cases where we cannot compensate
lost production capacity through surplus capacity at other production sites.

In addition, business interruptions may negatively affect our other business operations and reduce the
productivity and profitability of a particular production or other facility, for example, where production processes
are interdependent. An example is the manufacturing of brake control products, for which different production
steps (manufacturing of a drilling/glue-board, manufacturing of valves and components and the end-assembly)
are carried out in different Group locations. A business interruption to one of these steps would affect the entire
production process of the product.

We may also face higher than expected costs to repair, refurbish or exchange malfunctioning equipment or to
repair, refurbish or relocate our facilities, when required. In the past, we have incurred and we expect to continue
to incur expenses and dedicate significant time to such measures, which may reduce our earnings. For instance,
in case a site proves unsuitable for the intended business purpose and we need to relocate, this could result in
additional costs, not only relating to the relocation itself, but also, for example, in connection with the remaining
lease payments until the lease expiration of the original site.

In addition, our supply chain may be affected, particularly if we experience delays and other difficulties in the
supply of materials and components required for our production operations. In case of prolonged supply
bottlenecks which cannot be otherwise adjusted for, we may be exposed to production delays and thus may be
unable to meet our customers’ demand.

Furthermore, some of the materials we use, particularly in relation to our rail vehicle products have a reduced
shelf life, so that in case of operational disruptions leading to delays in the production processes, we face the risk
of such materials expiring before we are able to process or sell them. This could force us to scrap the expired
materials, resulting in wasted resources.

Moreover, our insurance coverage, including insurance against fire and business interruptions, may turn out to be
inadequate in certain cases, for example by not covering consequential losses suffered as a result of a business
interruption.
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In all such cases, interruptions in operations at our facilities or the repair and replacement of our equipment, as
well as problems with our supply chain and production materials could have a material adverse effect on our
business, results of operations, cash flows and financial position.

1.1.15. We depend upon a number of large key customers, and our customers tend to have strong bargaining
power.

We generate a considerable proportion of both our rail vehicle and commercial vehicle related revenues from
large customers (OEMs and large rail or fleet operators). In 2017, we generated approximately 52% of our
revenues in the Rail Vehicle Systems segment from our ten largest customers in such segment. In the
Commercial Vehicle Systems segment, our ten largest customers contributed approximately 61% to the revenues
of such segment in 2017. As a consequence, we would be particularly affected if we lost one or more of these
customers (for any reason, including a potential insolvency of such customer), or if the volume/order level from
any of these customers were to fall significantly. For example, for product-specific customer groups such as the
air disc brake and slack adjuster segments within Commercial Vehicle Systems, there is only a limited number of
large trailer and axle manufacturers. Similarly, with respect to Rail Vehicle Systems, there are only a few major
car builders worldwide. Hence it is important for us to maintain good relationships with these customers. These
customers possess significant bargaining power due to the high number of units they procure of the relevant
products (Commercial Vehicle Systems) or due to the project-specific sub-system procurement by the car
builders (Rail Vehicle Systems). In some cases, individual customers make up a large portion of a particular
market segment in a given country (e.g., for high-speed trains in China). The termination or deterioration of such
relationships would have a material adverse effect on our business, results of operations, cash flows and financial
position.

In addition, the larger OEMs in the truck, bus and trailer markets as well as large rail companies and fleet
operators have strong bargaining power and can put considerable pricing pressure on their suppliers (including
ourselves) by threatening to shift significant supply volumes in their next project to another supplier or to switch
suppliers entirely, as is sometimes the case. Virtually all OEMs and other large customers have aggressive price
reduction initiatives and objectives each year with their suppliers, and we expect that such initiatives will
continue in the future. The strong bargaining power of large OEMs and other major customers in the commercial
vehicles sector is also reflected in the fact that they typically maintain an option to switch suppliers during the
term of contracts through exit clauses, common in most truck and bus long-term supply contracts, and which we
try to limit in scope but cannot mitigate to a full extent (for more details, see “I.1.16. — We face risks associated
with the bidding process, in particular for larger and mid-sized OEM projects.”). If alternative suppliers lower
their prices, and we as the current supplier fail to lower our own prices accordingly, OEMs could switch volumes
prior to the expiry of the agreement. Thus, we may not actually realize all of the future revenues represented by
our awarded business. If we are forced to reduce our prices vis-a-vis individual or several OEMs, our margins
will be negatively impacted if we are unable to reduce our operating costs accordingly. We may also be
negatively affected by customer sourcing policies, for example if customers that formerly sourced one or more
components or systems exclusively from us adopt a dual sourcing strategy, which could negatively impact our
market share for such components or systems.

In addition, the level of our revenues generated with large OEM customers is inherently subject to several risks
and uncertainties, including the number of vehicles that these OEM customers themselves actually produce and
sell. Any business interruptions, strikes or other situations that affect our customers’ production would also affect
our sales. To the extent that the financial position or market share of any of our largest customers deteriorates or
if they experience a decline in their sales, this would indirectly affect our own revenues and results of operations.
Moreover, any payment delays or payment default by one or more large customers could adversely affect our
financial position. In addition, our level of overdue payments may increase in the future which could also
adversely affect our financial position.

If our relationship deteriorates or is lost with one or more of our most important customers, for example if such a
customer switches to an alternative supplier during the term of a supply contract, does not renew a larger contract
at the end of its term or changes the procurement strategy for its subsequent projects, or if one of our customer’s
financial position deteriorates, this may have a material adverse effect on our business, results of operation, cash
flows and financial position.

1.1.16. We face risks associated with the bidding process, in particular for larger and mid-sized OEM
projects.

In the truck and bus OEM market (and to some extent, also in the trailer OEM market), sales are typically based
on a bidding process with several fixed steps that are closely followed. We also undergo bidding processes for
projects in our rail business (e.g., tenders governed by transit authorities). The OEMs follow a formalistic and
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open bidding process. These bidding processes are complex and include several different phases. In particular in
the case of larger and more complex projects, participation in a bid and the development efforts in connection
with the different phases involve significant costs and are time consuming. If the specific customer is not selected
as car builder by the operator, and we are consequently not selected as the bid winner for the sub-systems, these
expenses and efforts will be redundant. In particular, in the rail vehicles business there is an increasing
internationalization of tender processes and the participation of multiple OEMs globally can be observed, which
increases the complexity and the competitive pressure of such bidding processes.

Moreover, OEMs are increasing standardization through vehicle platforms. This makes platform projects for
these OEMs more important for us. If a competitor wins such a platform, it will strengthen such competitor’s
position, and can have a material negative effect on our business. In addition, large OEMs sometimes bundle
tendered volumes across multiple product ranges.

OEMs usually initiate a new supply process when they start a new platform, perform facelifts on existing
platforms (commercial vehicles) or start a new generation within an existing platform (rail vehicles), or when
they make other technical adaptations; thus, a new procurement process for a given product or sub-system takes
place every three to five years (commercial vehicles) or five to ten years (rail vehicles), on average. This is the
main juncture when new suppliers can enter. Therefore, if we fail to win a bid, the customer might be locked in
by another supplier for several years before we have the opportunity to compete again for the supply of a given
product or sub-system to the relevant customer, and will have to incur potentially high costs to incentivize a
change over from the incumbent competitor to our systems (e.g., to recover qualification costs at OE).

We may not be able to win bids in an increasingly competitive market, which would have a negative effect on
our business, results of operation, cash flows and financial position, especially if the tender is large or will not be
put forth again for a number of years.

1.1.17. We face risks relating to contractual arrangements with our OEM customers and our project
business, such as project cost overruns and delays.

To a large extent, we do not have exclusive supply agreements or other contracts that would require customers to
purchase our products or services for a particular period or volume (in some cases, e.g., in the rail vehicle
business, exclusivity is not possible due to legal restrictions), which could make it more difficult for us to
maintain our customer base in light of the competitive pressures affecting us. Many of our commercial vehicle
customers place orders for products on an “as needed” basis and operate in cyclical industries (see also “7.71.1. —
Unfavorable developments in the global economy could adversely affect our business.”). As a result, their order
levels have varied and will likely continue to vary from period to period in the future. For instance, in the North
American truck market, it is normal practice for customers to inform their suppliers about the required lead times
at short notice. In the independent aftermarket for commercial vehicle components, we mainly sell to distributors
with whom we have typically one-year framework agreements or sometimes multiyear agreements. However,
these agreements are not exclusive and do not set minimum purchasing volumes, i.e., the distributors can procure
from us as much or as little as they choose, and can (and sometimes do) also procure and sell products
manufactured by our competitors.

Similarly, our commercial vehicle customers may in fact move business to other suppliers or request price
reductions during the contract term and the life cycle of a product. Exit clauses enable OEMs to terminate the
contract in case the market price drops under the agreed contract prices during the duration of the contract and
the incumbent supplier is not able or willing to agree to lower its prices to a competitive level. In order to
determine what the competitive level is, OEMs regularly send out requests for indications on prices from other
suppliers. If any of our OEM customers, in particular one of our larger customers, were to switch to another
supplier during the life of a contract, this would have a negative impact on our business and sales.

In addition, projects in both the Rail Vehicle Systems and the Commercial Vehicle Systems segments can be
subject to potential unforeseen delays, cancelations and cost-overruns as well as inaccurate assessments of costs
and logistical difficulties, among other risks and uncertainties. We have in the past faced additional costs for
projects due to delays, for example regarding locomotive and commuter train projects in South Africa or the
suspension railway in Wuppertal, Germany. Furthermore, the long development and sales cycle of our new
products, combined with the specialized nature of many of our facilities and the resulting difficulty in shifting
work from one facility to another, could result in negative variances in capacity utilization. In order to meet our
contractual obligations to our customers, we may be required to carry on business regardless of the actual cost to
us and consequently we may suffer a material adverse impact on our operating profit margins and results of
operations.

In addition, in connection with our project business, we typically grant different types of commitments, for
example in connection with prepayments received or performance guarantees (parent company performance
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guarantee bonds) granted to customers to cover potential warranty claims until the end of the warranty period (in
lieu of a portion of the price owed to us being retained by the customer), which in the aggregate made up a
significant volume amount. We face the risk that any such guarantees may be enforced against us, and in case
there is a delay in the release of guarantees, or of payments of amounts withheld by our clients, it may have a
material adverse effect on our cash flows and eventually our profitability.

1.1.18. Our backlog may not necessarily be indicative of the level of our future sales, and our order books
are not guaranteed. Thus, we may be unable to rapidly adjust our production and sales volume to
market developments.

Our backlog represents future production and estimated potential revenues attributable to firm contracts with, or
written orders from, our customers for delivery in various periods. Instability in the global economy, negative
conditions in the global credit markets, volatility in the industries that our products serve, changes in legislative
policy, adverse changes in the financial condition of our customers, adverse changes in the availability of raw
materials and supplies, or unremedied contract breaches could lead to contract amendments, termination or
cancellations of orders in our backlog or request for deferred deliveries of our backlog orders, each of which
could have a material adverse effect on our business, results of operations, cash flows and financial position.

For instance, production and revenues in the commercial vehicle and rail vehicle markets have been volatile in
recent years (see “I.1.1. — Unfavorable developments in the global economy could adversely affect our
business.” and “1.1.2 — Our business may be negatively affected by market cyclicality.”). Our business may
therefore experience difficulty in adapting to rapidly changing production and sales volumes. In an upturn of the
cycle, when demand increases for production, we may have difficulty in meeting such extreme or rapidly
increasing demand. For example, we may not have sufficient manpower, production capacity or material to meet
the needs of our customers. We may also have to rely on other suppliers that may not be able to respond quickly
to a changed environment when demand increases rapidly. In contrast, in the downturn of the cycle, we may be
left with excess capacity, with a resulting adverse effect on profitability.

In addition, order books relating to our series production business within our Commercial Vehicle Systems
segment are not guaranteed. Customers typically provide us with a delivery forecast for a period that can
comprise the next six to twelve months, depending on the individual case. On such basis, customers then submit
call-of notices for varying periods which become binding for us unless we object to them in a timely manner.
However, customers retain the ability, as a rule, to change the order volumes upon short notice, which may
consist of only a few days, with or without a limitation of the percentage of the volume that can be increased or
reduced, as the case may be. As we typically manufacture the required products as set forth in the binding call-of
notices in order to be able to deliver such products in-time, if the order volumes are reduced upon short notice,
we may be unable to sell these products, which are generally vehicle-specific, and will thus not be able to recover
the resulting production costs. In turn, if the order volumes are increased upon short notice, we may be unable to
produce the additional volumes sufficiently fast, which may result in late deliveries.

If we are unable to adjust to market developments or to changes by our customers to the order book, particularly
if orders in our backlog are varied or cancelled, this could have a material adverse effect on our business, results
of operations, cash flows and financial position.

1.1.19. Our business may be negatively affected by an inability to obtain required parts and components, or
to do so at reasonable prices, due to fluctuations in the costs of the underlying materials, as well as by
increasing costs of other means of production, such as energy and transportation.

We purchase a broad range of materials, components and parts in connection with our manufacturing activities.
Major items include electronic components and parts containing aluminum, steel, copper, zinc, rubber and
plastics. The costs of components and parts, which reflect the cost of the materials used therein, represent a
significant portion of our total costs. We also require raw materials for our operations such as iron/foundry coke
and aluminum, as well as steel. If raw materials (especially metals) required in our production process can only
be procured at higher costs due to fluctuating market prices, without a full price adjustment in sales transactions,
our operations may be affected.

The prices of certain underlying commodities tend to be cyclical and/or volatile and are influenced by factors that
we cannot control, such as global or regional supply and demand dynamics, production capacity and constraints
on the part of suppliers, infrastructure failures, regulations, and other factors. In the past, the price for certain
materials that we source has fluctuated, in some cases sharply and within a few months. Such price increases,
along with increasing transportation costs, have created pressure on profit margins and, if they recur in the future,
could unfavorably impact our financial results going forward. For example, if we are unable to pass price
increases on to our customers or our suppliers or otherwise mitigate the costs, our profitability could be adversely
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affected. Moreover, if we increase our sales prices as a result of increases in the parts and components we source,
this may negatively impact demand for our products and, thus, our sales, business and results of operation.

Although certain of our agreements with main suppliers and customers have price adjustment mechanisms in
place to address the effects of material price fluctuations, it cannot be excluded that such fluctuations may
nevertheless negatively affect our costs and operations. In addition, although we generally tend to enter into
longer-term framework contracts with our suppliers for periods typically ranging from approximately twelve to
thirty-six months (with the largest part of our purchasing volume being covered through master supply or
long-term agreements), there can be no assurance that we will be able to secure our long-term requirements for
our materials and components, or do so on acceptable commercial terms. We may also purchase necessary
materials or components with a volatile underlying raw material at the wrong time, i.e., when prices are relatively
high. In our Rail Vehicle Systems segment, we have agreed on fixed material surcharges with our suppliers for a
limited number of purchased parts. Whereas for most of the parts we purchase we have a strong cost-avoidance
policy in place, such policies cannot fully prevent the negative effects from material cost increases from
suppliers. Moreover, in individual cases, suppliers have tried to impose price increases even if the supply
agreement did not allow for such increase, which has led and may continue to lead to disputes with such
suppliers.

Furthermore, in the past, prices for utilities such as electricity and gas have been volatile. Prices may increase, in
particular as a result of political instability, regulatory decisions or the availability of particular sources of energy
and other reasons. In addition, regulatory decisions, such as restrictions on nuclear power production and other
conventional sources of energy such as coal in Germany and elsewhere, as well as governmental support
measures for renewable energy, have led and may continue to lead to increases in electricity prices. Any
significant increase in energy prices, transportation costs or other costs in a country or region in which we
operate, including due to the effect of higher import duties, sanctions and other restrictions, would increase our
operating costs and, thus, to the extent such increases cannot be counteracted with appropriate measures, may
result in a loss of competitiveness of any of our production facilities in such regions or negatively affect our
results of operations.

Although we maintain alternative sources for components and parts, our supply chain is subject to the risk of
delays in the delivery of certain materials from our suppliers. For example, from time to time we have been
affected by shortages and delays in the delivery of components that we require for our own delivery of certain
components and systems, leading to delays in our own deliveries. The sudden inability of a supplier to deliver
components or parts, or to do so at reasonable prices could have an adverse effect on our production of certain
products or on the cost at which we are able to manufacture such products, in particular if we are unable to find
an appropriate alternative at a reasonable cost and in a timely manner.

Fluctuations in the prices of energy costs and materials we require, as well as delays in the delivery of such
material could result in a material adverse effect on our business, results of operations, cash flows and financial
position.

1.1.20. We depend on our ability to attract and retain highly qualified managerial staff and skilled personnel
and face the risk that our business expertise may become available to competitors.

The knowledge and expertise of our employees constitute one of our most important success factors. Our
performance is substantially dependent on the continued services and performance of our senior management and
engineers, many of whom have many years of experience and specialized expertise in our business. In order to be
successful, we must attract, retain and motivate executives and other key employees, including those in
managerial, technical, marketing and information technology support positions.

In particular, the Group’s R&D efforts depend on hiring and retaining qualified engineers. In addition, with
respect to our key new innovation projects, we require talented staff in the area of software and hardware design.
There is no guarantee that in the future we will succeed in hiring and retaining the required number of such
qualified technical and management personnel on terms acceptable to us or at all. We are also exposed to the risk
of losing staff to competitors, which could also result in a transfer of know-how to such competitors. A shortage
of skilled personnel could also lead to difficulties in fulfilling current orders and the pursuit of future planned
projects.

If we are unable to attract and retain staff, particularly in key areas such as R&D, we may lose vital knowledge
and expertise and this could have a material adverse effect on our business, results of operation, cash flows and
financial position.
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1.1.21. We are exposed to the risks of rising labor costs and of non-tariff individual labor agreements being
challenged, which might negatively affect our profitability.

Personnel expenses represent a significant portion of our cost structure. Future increases of statutory minimum
wages, collective bargaining agreements and general wage levels, both in Germany and abroad, may impact our
costs both directly and indirectly (if, for example, higher wage levels impact the overall cost structure of our
suppliers and such suppliers pass on the increased costs or a portion thereof to us).

Wages and salaries in certain countries in which we operate with a significant number of employees, such as
China and India or countries in Eastern Europe, have historically been significantly lower than wages and salaries
in more economically developed countries for similarly skilled employees, but have increased significantly in
recent years. If wages and salaries in these regions continue to increase (for example, as a result of economic
growth in general and the continuing expansion of industrial sites of other companies in the vicinity of our sites
in certain emerging markets, for example Hungary and the Czech Republic), this will result in an increase of
costs. Our margins could be reduced by such increased costs, if we are not able to continue to increase the
efficiency and productivity of our employees in line with, or at a faster rate than, the rate of the wage and salary
increase.

In other markets in which we conduct business, including in mature markets, such as Western Europe and the
U.S., we may also face significant wage and salary increases in the future, for example in connection with
renegotiations of existing collective bargaining agreements in Germany and other countries by which we are
bound. In addition, from time to time, we have entered into individual negotiations with employees not covered
by a collective agreement which in the past has resulted in wage and salary increases and we expect that we will
face similar negotiations from time to time in the future. For example, in March 2018, we negotiated an
agreement with employee representatives for the approximately 4,500 employees at almost all our Group
companies in Germany that are not covered by a collective bargaining agreement, which agreement included a
wage increase of 10% staggered over the next three years, a one-off payment in April 2018, and flexible working
time arrangements. Such individual agreements may be challenged by the respective unions.

In addition, the continued expansion of our service business has led and may continue to lead to an increase in
the number of service employees and thus of our personnel costs.

If we are not successful in limiting increases in personnel costs or if cost increases cannot be passed on to our
customers, or only with a delay, this could have material adverse effects on our business, results of operations,
cash flows and financial position.

1.1.22. Any deterioration of our relationships with our employees, trade unions or employee representatives
may result in a material adverse effect on our business, and work stoppages, strikes or other collective
actions could have a material adverse effect on our profitability.

As we are dependent on good relationships with our employees, works councils, trade unions and other
stakeholders, a deterioration of these relationships could adversely impact our business. We could face strikes or
other types of conflicts with trade unions or our employees in the future as we have experienced in individual
cases in the past, in particular, in Germany, but also in other countries. There can be no assurance that we will not
experience a material work stoppage, strike or other collective action in the future, including regarding certain
restructuring measures and the harmonization of working conditions throughout our Group companies in
Germany affecting employees from certain acquired businesses. Moreover, we may also be indirectly affected by
strikes affecting our suppliers (which, in particular in case of prolonged strikes, may result in disruptions of our
supply chain).

Any such actions may disrupt our sales activities and adversely affect our customer relations and operational
results and could have a material adverse effect on our business, results of operations, cash flows and financial
position.

1.1.23. The loss of certain key suppliers on which we depend could have an adverse effect on our business,
results of operations, cash flows and financial position.

We rely on the in-time delivery of high-quality products from our suppliers. We source materials and
components we require for our manufacturing processes from several key third-party suppliers. Due to their
expertise, some of our suppliers are the main or single source of supply for particular items. We are, therefore,
dependent on some of our suppliers for certain supplies. Delayed deliveries from suppliers, quality defects in the
parts supplied, or suppliers’ inability to meet their delivery obligations due to insolvency or for other reasons
could lead to lost production, which could have a material negative impact on our profitability, and materially
impair our ability to deliver products to our customers within the agreed timeframe or at all. We have in the past
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been affected, and may continue to be affected in the future, by the discontinuation or disruption in the
production of materials and components supplied to the Group (such as certain electronic components as well as
components with long tooling development lead times, e.g., iron casting components), and our risk management
and adjustment measures to address delivery bottlenecks may not be fully effective.

In addition, suppliers may restructure their own product portfolio and discontinue the production or sale of
individual materials and components. In such a case, or if one of our suppliers fails to meet its delivery
obligations, delivers sub-standard products or goes out of business, we would need to find alternatives, which
may be more costly or less appropriate than the original material or component, take longer than the notice
period provided to us by the supplier, and/or require costly adjustments and a redesign or re-engineering of our
products, including in some cases customer validations. This is particularly the case for components (e.g., in the
area of electronics and electronic components) that are not widely available and cannot be easily replaced by
other suppliers in a timely manner or at all. Furthermore, suppliers delivering components or materials which we
cannot source effortlessly from alternative providers have a strong negotiating position to enforce higher prices
or more favorable contractual terms. Protection against such risks through long-term delivery contracts is not
always possible. If we are unable to switch to other suppliers in time, we may have to temporarily suspend our
own production and face liability risks and loss of reputation vis-a-vis our customers. For example — with regard
to a current pricing revision request — Bosch might decide to discontinue the supply of certain items delivered to
KB SfN GmbH which might additionally result in costly replacements.

In addition, should a supplier become insolvent, this could result in a loss of pre-payments and recourse claims
with respect to, for example, warranty breaches.

If deliveries to us from our suppliers are delayed, or if they discontinue the supply of certain materials we rely on
or do so only at higher prices, this could have a material adverse effect on our business, results of operations,
cash flows and financial position.

1.1.24. We are dependent on our information technology and other systems, and could be affected by the
loss, theft or misuse of data and other cybersecurity risks, system stoppages, interruptions or failures.

As other companies, we depend heavily on complex information technology systems and networks to support
business processes as well as internal and external communications. This dependence also entails potential risks.
As a result of the increasing complexity and connectivity of electronic information and communication
technology, we are exposed to various risks ranging from the loss, manipulation, theft or misuse of data, to
stoppages and interruptions to the business resulting from events such as system failures, fires, natural hazards or
other disturbances. Our IT systems and networks are potentially vulnerable to damage or interruption from a
variety of sources. For example, an extended power outage in a data center and/or telecommunication network
used by our systems or a similar event could lead to an extended unanticipated interruption of our systems or
networks. As an additional example, in 2017, we had to cope with IT malware attacks affecting our subsidiary
Kiepe Electric in Diisseldorf, Germany, which affected the operations of the local IT infrastructure for a few days
until effective corrective measures were successfully implemented. A significant system failure could have a
material adverse effect on the Group.

Our information technology and other systems are subject to cybersecurity risk, including the misappropriation
of customer information or personal data and other breaches of information security. Security breaches and other
disruptions could compromise our information, expose us to liability and harm our reputation and business. In the
ordinary course of our business, we collect and store sensitive data on our networks, including intellectual
property, our proprietary business information and that of our customers, suppliers and business partners and
personally identifiable information and other personal information of our customers, suppliers and employees.
While we continually work to safeguard our systems and to mitigate potential security risks, our information and
processes are exposed to increasing global information security threats and more sophisticated and targeted
computer crime, which may result in our data being subject to a security breach, a system failure, a computer
virus, malicious software or unauthorized or fraudulent use by our employees or other third parties. Any
compromise of our data security and access to or public disclosure or loss of personal or confidential business
information could result in legal claims or proceedings with third parties, liability or regulatory penalties under
the laws that protect the privacy of personal information (such as the European General Data Protection
Regulation; for more information, see “1.2.1. — We are subject to several regulations, technical standards and
governmental policies, and our business, results of operations, cash flows and financial position could be
affected by the regulatory frameworks in different ways.”), disruption of our operations, damage to our
reputation, loss of business or remediation costs, any of which could have a material adverse effect on our
prospects, business, results of operations, cash flows and financial position.
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It cannot be excluded that we may experience delays or other difficulties during the course of system updates or
any future upgrades or roll-out of new software or other IT systems. For example, our global enterprise resource
planning (ERP) system, which is based on SAP software, will be updated within the next years. We will also
require further major IT investments and incur ongoing costs, for example for licenses. Moreover, we are
exposed to the risk that certain older IT automated systems (e.g., automated manufacturing systems) in certain
facilities may fail and thus prevent effective management of processes, in particular where a replacement of the
outdated system may no longer be available. Furthermore, the use of cloud applications entails risks, such as
risks associated with centralization and the requirement to assess where certain sensitive information resides and
to mitigate any privacy risks.

If our information technology systems were to be interrupted, attacked or fail, this may have a material adverse
effect on our business, results of operations, cash flows and financial position.

1.1.25. Owur indebtedness as such or the enforcement of certain provisions in our financing arrangements
and in the terms of our bonds may limit our operational flexibility. In addition, we are subject to
refinancing and liquidity risks, as well as the risk of credit downgrades.

The financing of the Group’s operations is based on our cash at hand as well as a number of credit facility
agreements, loans (e.g., a loan from the European Investment Bank (“EIB”)) and two senior unsecured bonds
issued under the Company’s debt issuance program. Such credit and loan agreements as well as the bonds
provide that the lenders may terminate the agreements if we fail to pay interest or principal when due (subject to
a number of qualifications and exceptions) or upon any other event of default (including breach of obligations).
The loan agreements and the terms of the bonds contemplate certain events of mandatory early repayment. For
example, in the case of the loan from the EIB, the occurrence of a change of control may lead to a repayment
under certain circumstances. A change of control is defined therein to include events where one or more third
parties, together, exert control over the Company by (i) directly or indirectly (by holding an interest of otherwise)
being able to exercise more than 50% of the voting rights in the Company, (ii) having the right to appoint more
than 50% of the members of the supervisory board of the Company or the ability to exert a controlling influence
over such members, or (iii) the consolidation of the Company in the consolidated financial statements of the third
party. The notes under the Company’s debt issuance program also include termination rights following a change
of control which requires the direct or indirect acquisition of more than 50% of the voting rights and a
downgrade of the Company in respect of that change of control. Further, the program includes several potential
events of default, including cross-default, e.g., if a capital market indebtedness of the Company (such as a bond,
note or other securities) becomes prematurely repayable as a result of a default, or the Company fails to fulfill
any payment obligation in excess of EUR 50 million or the equivalent thereof under any capital market
indebtedness or under certain guarantees or suretyships within 30 days from its due date or after the guarantee or
suretyship has been invoked, as the case may be, subject to certain exceptions. In such cases, the creditors or note
holders may rely on any such provisions to accelerate repayments of any debt owed by the Group, which could
have a material adverse effect on the Company and the Group’s cash flows and financial position.

Our financing agreements and our bonds also contain customary covenants which may restrict our operational
flexibility. For example, the loan agreement with the EIB contains a commitment of the Company regarding the
maintenance of a certain rating by an internationally recognized rating agency. In case of downgrading of the
Company’s credit rating to BBB- or lower (Standard & Poor’s or Fitch) or Baa3 or lower (Moody’s), the EIB
may require that we provide acceptable sureties and, if these are not provided within a certain deadline, the
agreement may be terminated by the EIB. In addition, our indebtedness could, among other things, potentially
limit our ability to obtain additional financing; limit our flexibility in planning for, or reacting to, changes in the
markets in which we operate; place us at a competitive disadvantage relative to our competitors with less
indebtedness; render us more vulnerable to general adverse economic and market conditions; or require us to
dedicate a significant portion of our cash flow to service our debt.

Our ability to make payments on our debt depends upon our ability to maintain our operating performance at a
certain level, which is subject to general economic and market conditions and financial, business and other
factors, many of which we cannot control. If our cash flow from operating activities is insufficient to service our
debt, we could be forced to take certain actions, including delaying or reducing capital or other expenditures;
selling assets or operations; reducing or eliminating dividend payments; or seeking additional equity capital. We
might be unable to take any of these actions on favorable terms, in a timely manner or at all.

We make use of long-term and short-term credit lines as well as bank financing in various currencies for our
operating business. A negative development of the capital markets, including rising interest rates, or a
deterioration — or the perception of a deterioration — of our creditworthiness could increase our financing costs.
Interest rate risks arise as a result of market-related fluctuations in interest rates. They affect the level of our

81



interest expenses, as we have variable-interest financial debt in place. More expensive refinancing would also
have a negative effect on our results of operations, cash flows and financial position.

The Company has been assigned long-term investment grade credit ratings by internationally recognized rating
agencies. Such ratings may be downgraded at any time. A more aggressive financial policy than currently
practiced or a sharp and/or long deterioration of demand for our products, leading to weaker credit ratios, could
trigger a negative rating action. Downgrades by rating agencies may increase the Company’s cost of capital. In
the event of a downgrade of our credit rating, we could be required to collateralize certain obligations, including
through providing bank guarantees or cash collateral in cases where we are currently not required to provide
collateral or have issued, for example, parent guarantees or similar instruments.

If we become unable to service our debt or our debt is accelerated, if our creditworthiness deteriorates, or the
Company’s credit rating is downgraded, this could have a material adverse effect on our business, results of
operations, cash flows and financial position.

1.1.26. Owur sales, results of operations and financial position may be adversely affected by currency
fluctuations.

We are exposed to fluctuations in currency exchange rates. Our functional and reporting currency is the Euro. In
addition, we conduct a significant portion of our operations outside the Eurozone and in currencies other than the
Euro. Fluctuations in the currencies of countries outside the Eurozone can materially affect our revenues and
operating results as well as our cash flows and financial position.

In general, we distinguish between two types of currency risk: transactional currency risks and translation
currency risks. Transactional currency risks consist of value fluctuations in foreign currency payments or
payments of amounts which depend indirectly on a foreign currency. The devaluation of the relevant foreign
currency reduces the equivalent value in the domestic currency of incoming foreign cash flows, while an
appreciation increases the domestic equivalent of outgoing cash flows. Transactional risks relate to planned or
contracted foreign currency payments, investments (dividends and capital changes involving an unsecured
translation risk) and contracted financing transactions. For example, changes in currency exchange rates may
affect the relative prices at which we sell products in the market and the cost of products and services we require
for our operations. Such fluctuations can harm our results of operations and financial position. The second type,
translation currency risks, arise from value fluctuations of consolidated net assets, i.e., from the conversion of the
net assets of consolidated subsidiaries and other financial metrics which are held or reported in foreign currency.

In the last three fiscal years, we generated a significant part of our revenues and costs in a number of non-Euro
currencies, mainly the U.S. Dollar and the Chinese Yuan. Other currencies such as the British Pound, the
Hungarian Forint and the Czech Koruna are also of importance, since we sell products out of these countries in
Euro but incur costs in the respective local currency. Furthermore, we sell imported products as well as purchase
various imported components and merchandise. Given that a substantial portion of our products are purchased by
customers who operate globally or in several jurisdictions, and that a significant and growing portion of our
products are manufactured in best-cost countries and sold in other countries, cross-border transactions, both with
external parties and in intra-Group relationships, result in a certain exposure to transactional currency exchange
effects. In the event of depreciation or appreciation of the respective currencies of the countries in which we
operate, the cost of imported products, components and equipment or local expenses may increase. In such cases,
we may be unable to pass all or some of our product cost increases to our customers without negatively affecting
our revenues and profitability.

Exchange rate fluctuations also affect the translated value of balance sheet and income statement positions of our
Group companies outside the Eurozone, which are denominated in the relevant national currency, predominantly
in U.S. Dollar and Chinese Yuan. These positions must be converted into Euro in connection with the preparation
of our consolidated financial statements. As a result, exchange rate losses may arise due to this conversion. A
potential future depreciation of foreign currencies against the Euro, as seen, for example, since the beginning of
2017 with respect to the U.S. Dollar, may have a negative impact on our sales.

Certain currency risks are mitigated by natural hedges due to our geographic diversification which allows us to
have a high proportion of local manufacturing and local suppliers within the respective currency zones in which
the corresponding sales occur. In addition, the risk of certain fluctuations, such as the risk of fluctuations in
currency exchange rates as well as in the price of commodities, is hedged to a certain extent by means of
derivatives, under a Group-wide hedging policy. We also require our subsidiaries to follow standardized group
procedures, limits and guidelines designed to reduce the risk of currency effects. However, currency risks cannot
be fully eliminated. In addition, where we hedge our currency exchange exposure through forward contracts, for
example, we face the risk that the transactions must be fulfilled even in case of an exchange rate development
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that would otherwise be favorable for us. Moreover, we have in the past been negatively affected and may in the
future also be impacted by adverse foreign exchange rate developments; for example, if we hold cash reserves in
a currency other than the Euro. In 2017, for example, we had to recognize losses relating to unhedged cash
reserves we held in U.S. Dollars.

Our exposure to foreign currency exchange volatility and any failure to adequately hedge the related risks or if no
hedges are in place could have a material adverse effect on our business, results of operations, cash flows and
financial position.

1.1.27. Our quarterly revenues and results of operations may be subject to seasonal and other quarterly
fluctuations.

While our business is not typically seasonal, certain activities, e.g., those in the truck and trailer industry, are
generally lower in the winter months than in the spring and fall. While not necessarily affecting our results of
operations with immediate effect, these seasonal trends can result in variations of revenues and resulting profit,
although generally with a limited effect on the Group. The business of our Rail Vehicle Systems segment is
mostly project-driven, whereas the business of our Commercial Vehicle Systems segment is mainly based on
series production. This results in different patterns for both segments regarding our results of operations. The
Commercial Vehicle Systems segment typically shows a more steady revenues and profit development within a
given year than the Rail Vehicle Systems segment, which may show peaks in revenues and profit depending on
project status. In the past, we have generally had slightly higher revenues and operating profit in the first
half-year due to the fact that major OEM customers in both segments, especially in Europe and North America,
close their manufacturing plants for a summer break at the start of the second half-year. This effect has typically
been almost offset by adverse weather conditions during the winter months which can cause problems in
logistics. Our net working capital balance is generally not affected by seasonality because any decrease in cash
flow from operating activities, including cash flow from revenues, is normally offset by cash inflow resulting
from the collection of receivables. The opposite is the case in periods of higher cash flow from revenues and
lower cash inflow resulting from the collection of receivables. However, in general terms, our working capital
tends to be higher towards the end of the year compared with the beginning of such year (in absolute terms). In
addition, fourth quarter results may be affected by the timing of spare parts and service orders placed by transit
agencies worldwide. Quarterly results can also be affected by the timing of projects in backlog and by project
delays.

Seasonal and other quarterly fluctuations could have a material adverse effect on our business, results of
operations, cash flows and financial position.

1.1.28. Our insurance coverage may not be sufficient to cover all risks associated with the operation of our
business.

We have taken out insurance policies in relation to a number of risks associated with our business activities. Our
main insurance policies are mostly placed as global coverage and include, infer alia, property damage, certain
business interruptions, product liability, environmental liability and certain transportation risks. Our insurance
policies are subject to customary exclusions, limits and deductibles. At the same time, we have identified several
risks that cannot be insured on economically feasible terms and for which, therefore, no insurance cover has been
purchased. These risks include, among other risks, acts of war, terrorism and nuclear catastrophes.

Our insurance coverage may turn out to be inadequate in certain situations or we may be involved in disputes
with an insurer over whether a certain incident is covered. We may therefore also incur losses or be subject to
claims that exceed the type, scope or amount of our existing insurance coverage. For example, we are currently
involved in a product recall claim which is generally covered by our existing insurance program, but which
could, in the worst case, exceed the maximum insured amount. Furthermore, our insurance coverage may not
continue to be available on commercially reasonable terms or at all and our insurance carriers may not have
sufficient funds to cover all potential claims. Moreover, for example, following a number of claims or after one
major claim, insurers may increase the insurance premiums or the terms and conditions of the insurance coverage
may become less favorable than at present. This may also occur following a general change in the insurance
markets.

If an incident occurs for which we have no insurance cover or for which our existing insurance cover is
inadequate, this may result in a material adverse effect on our business, results of operations, cash flows and
financial position.
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1.1.29. Part of the information on our market and competitive position in the Prospectus has not been
independently verified and is based on assumptions that may prove to be inaccurate.

A portion of the information on our market and competitive position presented in the Prospectus is based on
market assessments and market research databases compiled by ourselves. Apart from certain information
included by Roland Berger GmbH in two commissioned reports (entitled “Analysis of rail vehicle market” and
“Analysis of CV systems market”, both July 2018) and in a further report by Roland Berger GmbH published in
August 2018 and entitled “Trends in the truck & trailer market”, as further described in the Prospectus, our
market data and observations included herein have not been independently verified by third parties. Such
information is partly based on the Company’s own market observations, the evaluation of industry information
(from conferences, sector events, etc.) or internal assessments, which in turn are based on assumptions and
estimates, including assumptions and estimates with respect to future developments. Although we believe that
our own market observations are reasonable and the methodologies we use to compile market data are reliable,
the assumptions and estimates on which such data and observations are based may prove inaccurate. In such case,
the internal market data presented may incorrectly reflect our markets and our market position. Such data may
also differ from estimates made by our competitors or from (future) studies conducted by market research
institutes or other independent sources (which may also use a different market definition, product-based split
and/or methodology), which may limit the comparability of the market data presented in the Prospectus with data
from other market participants.

1.2. Legal, Regulatory and Tax Risks

1.2.1. We are subject to several regulations, technical standards and governmental policies, and our
business, results of operations, cash flows and financial position could be affected by the regulatory
frameworks in different ways.

The industries in which we operate are subject to extensive governmental regulations worldwide. The cost of
compliance with these regulations is significant and new or more comprehensive or stringent legislation could
result in significant additional expenses for us in the future, which could have a material adverse effect on our
business, results of operations, cash flows and financial position.

Regulations concerning vehicle emissions, fuel consumption, environmental requirements (see “/.2.2. — We are
subject to environmental requirements and risks, as a result of which we may have to incur significant costs,
liabilities and obligations.”) and safety play a particularly important role in our business. For instance, our
products relating to automated driving functions must fulfill certain legal requirements, such as ensuring that the
driver can promptly take control over the vehicle if necessary. Complying with these varied and often diverging
regulations throughout the world requires extensive efforts by all participants in the transport industry. We expect
to expend an even larger proportion of our R&D budget in the future to ensure fulfillment of these regulations. In
addition, inadequate compliance with health and safety regulations and standards can lead to serious accidents or
work-related illnesses and, thus, substantial damages claims as well as a loss in reputation, in particular as certain
customers have a high corporate awareness for health and safety concerns and competent authorities become
more stringent in adopting administrative measures to ensure compliance.

Further, road and rail safety and other regulatory standards in individual countries may become more stringent,
which could require us to alter our products. For example, we expect noise level regulations for freight cars and
passenger trains (e.g., noise regulations for air compressors while a train stops at a station or passes residential
areas) to become stricter in the future, which may require us to modify our products. We are currently investing
heavily in new technologies, such as automated driving within our Commercial Vehicle Systems segment, but the
required legislation to allow these systems to be implemented is lagging behind and may take longer than
expected to be implemented in different jurisdictions. If the relevant regulations are not passed or turn out to be
significantly different than anticipated, we may be unable to sell these automated driving systems in the
mid-term, and the investments on developing them may not be as rapidly recovered as we expect, or at all.

We are also subject to applicable competition and antitrust laws, rules and regulations, and may be exposed to
investigations and proceedings by national and supranational competition and antitrust authorities for alleged
infringements of competition or antitrust laws. For further information, see “1.2.3 — We are subject to risks from
disputes and administrative, legal and arbitration proceedings, including antitrust proceedings.” In addition,
depending on the particular facts and circumstances, we could become subject to certain limitations on future
acquisitions and certain business practices if we were found to have obtained a dominant position in certain
markets.

In addition, the new EU General Data Protection Regulation (“GDPR”) entered into force on May 25, 2018,
together with corresponding amendments to national regulations. This new regime represents a significant
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increase in the stringency of data protection rules (including potential high penalties in case of lack of
compliance). The GDPR (including any potential future amendments) will result in considerable additional
expenses and efforts in order to achieve and ensure compliance (including appropriate training of data protection
officers, adjustments of processes, and monitoring by our legal and compliance team, among other required
measures). Similarly, we expect to incur additional costs and efforts relating to the implementation of a new act
relating to cyber-security in China, which came into force in June 2017, and the supportive rules and guidelines
that have been issued and are still expected to be issued in connection therewith, making the environmental
landscape in this area quite complex and difficult to ascertain.

Moreover, expectations vis-a-vis companies such as ours with respect to their corporate responsibility continue to
grow, not only with respect to expectations from internal and external stakeholders, but also with respect to
certain regulations which increasingly require companies to act responsibly in a variety of areas, such as the
German Act for the Strengthening of Non-Financial Reporting of Companies in their Financial Reports, and
issues such as respect for human rights (based on the United Nations guiding principles and related national
legislation) are gaining importance globally. In addition, we observe increasing expectations of our customers
requiring disclosure of the origin of minerals we use in our production processes, in order to ensure that so-called
“conflict goods” are avoided and thus that no indirect support of human rights violations occurs. Although we
have designed processes to observe relevant human rights and other similar regulations and standards, any
potential violation thereof, or the perception of such non-observance, could have a particularly negative effect on
our reputation and result, potentially, in sanctions and fines.

The increasing burden of complying with health and safety, competition, data protection and other laws and
regulations, as well as a failure to adhere to any such regulations, could have a material adverse effect on our
reputation, as well as our business, results of operations, cash flows and financial position.

1.2.2. We are subject to environmental requirements and risks, as a result of which we may have to incur
significant costs, liabilities and obligations.

We are required to comply with various environmental regulations, for example domestic and foreign
environmental laws and other regulatory requirements regarding, among others, protection of the environment
and natural resources, air emissions, noise protection, waste and water discharges and disposal, transportation,
remediation of contamination as well as the use, handling, disposal and remediation of hazardous substances.

Under certain environmental laws, we could be held solely or jointly and severally responsible, regardless of
fault, for the remediation of any hazardous substance contamination at our past and present facilities and could
also be held liable for damages to natural resources and any consequences arising out of human exposure to such
substances or other environmental damage. As a result, we may be required to pay for clean-up costs (and in
specific circumstances, for aftercare costs) for any contaminated property we currently own or use as operator or
have owned or used in the past. For example, in Brazil, we are facing claims as a co-defendant for the
remediation of a site we sold to a third party. The potential remediation was contemplated in the purchase and
sale agreement for the property. However, it cannot be excluded that we will face clean-up costs and that the
buyer may rescind the contract and claim damages if it is unable to fully use the site. In addition, in connection
with the refurbishment of buildings at our Munich headquarters, a contamination of the soil, which originated
prior to our acquisition of the property, was identified and remediated in coordination with the local competent
authorities. Moreover, there are certain other known or suspected contaminations on sites that we currently use.
Some of them, for example, related to the presence of asbestos as a building material. We are subject to different
legal requirements in regard to these contaminations, which include monitoring, containment and/or remediation.
Costs in relation to these contaminations could be significant.

The cost of environmental claims and related measures relating to our sites, products and operations, including
our handling or disposal of waste and environmental remediation, if required, is difficult to accurately predict.
We could incur significant costs as a result of the discovery of additional contaminations or the imposition of
additional remediation obligations at our sites, including related governmental fines or other sanctions and
third-party claims for decontamination, property damages or personal injury. There can be no assurance that we
will not face any further liability for clean-up or other costs in the future. In addition, with respect to plants and
sites that we have acquired in the past, we may have failed to properly identify and assess potential risks in this
regard. In such a case, we might not succeed in claiming damages or indemnification against the relevant seller.
Furthermore, there is only limited insurance coverage for financial liabilities arising from soil, water and other
forms of contamination. Such requirements relating to compliance with environmental regulations and measures
could have a material adverse effect on our business, results of operations, cash flows and financial position.

Furthermore, we must comply with safety and other regulations relating to chemical substances, and certain
substances used in our manufacturing processes and products are and may be classified under the EU
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Registration, Evaluation, Authorization and Restriction of Chemicals directive (EU REACH Regulation
1907/2006/EC). As a result, we face administrative burdens and costs, including costs relating to the research
into and use of alternative substances and related changes to production processes; for example, we may have to
replace substances used in our production sites or our products, which become subject to a restriction or
authorization under such regulation. We may also be required to apply for an authorization to continue to use
certain substances, which would result in additional costs. It cannot be excluded that in the future regulations or
other standards or public concerns may lead to the banning of certain other substances which may be difficult to
replace, such as specific additives that are used in plastics. This may pose technological challenges for our
industry, including ourselves, may involve large investments and may require us to adapt our plants and
workshops, our production processes and handling of any such substances and our warehouses, which may take
time and result in additional expenses.

Moreover, a variety of laws and regulations are in place or being considered that restrict or, if enacted, would
further restrict the emission of carbon dioxide and other greenhouse gases. These and other legislative and
regulatory developments may cause us to incur material additional costs if we are required to reduce or offset
greenhouse gas emissions and may result in a material increase in energy costs.

Any lack of compliance with the abovementioned or other environmental, health and safety regulations could
lead to investigations, fines and other sanctions, and costs to ensure compliance, including compliance with any
stricter regulations in the future, and to a temporary interruption of our operations.

1.2.3. We are subject to risks from disputes and administrative, legal and arbitral proceedings, including
antitrust proceedings.

Individual companies of the Group are involved in out-of-court disputes, litigation and arbitral proceedings as
well as administrative proceedings in the ordinary course of business, for example claims from or against trading
partners regarding delivery delays, or regarding the acquisition or divestiture of companies. Group companies
could also become involved in additional legal, administrative and arbitral proceedings in the future, which may
involve substantial claims for damages or other payments, including labor disputes, product liability, warranty
claims and civil damage claims by customers and end-users and claims by distributors and other partners, or in
connection with past or future alleged or actual violations of antitrust laws. We are involved in a civil antitrust
lawsuit in the U.S. District Court for the District of Columbia filed in April 2018 by the U.S. Department of
Justice Antitrust Division (“DOJ”) against Knorr-Bremse AG, certain of its U.S. subsidiaries and Wabtec,
alleging that the companies had entered into agreements to restrain cold calling, recruiting, hiring, or otherwise
competing for employees (so-called “no-poach agreements”). Simultaneously with the filing of the complaint,
the DOJ filed, by consent of the parties, a proposed final judgment to implement a settlement with the DOJ to
resolve the DOJ’s litigation. Such final judgment was issued by the court on July 11, 2018. Under the terms of
the final judgment, we and Wabtec are prohibited from entering, maintaining, or enforcing no-poach agreements
with any other companies, subject to limited exceptions. The settlement also requires us and Wabtec to
implement certain notification and compliance measures. After the announcement of the proposed no-poach
settlement with the DOJ in April 2018, several private litigants filed class actions for damages based on factual
allegations similar to those alleged in the DOJ complaint. Even if it is not yet possible to estimate potential
damages, these could be material. In addition to the investigations named above and elsewhere in the Prospectus,
we are aware of on-going investigations of different authorities, including the DOJ, relating to certain Group
companies’ alleged violations of antitrust laws. Although we currently consider such proceedings to be
unfounded and immaterial, we cannot rule out that any of these proceedings, whether by a change of policy of the
respective authority or finding of additional facts that we are currently unaware of, could in the future result in
fines or other administrative measures that could damage our reputation and have a material adverse effect on our
business, results of operations, cash flows and financial position.

With reference to KB SN GmbH’s engagement in steering systems activities and certain discussions on potential
strategic cooperations by us in China, Bosch initiated arbitral proceedings against us on September 17, 2018,
requesting a declaratory judgement that Bosch is entitled to exercise a put option relating to Bosch’s
shareholding in KB SfN GmbH and KB CVS Japan due to such activities. Further, Bosch claims payment of a
consideration of EUR 379.6 million against transfer of such stake in KB SfN GmbH and KB CVS Japan. Bosch
also requests the arbitral tribunal to prohibit KB SfN GmbH to directly or indirectly conduct or commence
activities in the area of steering systems as long as Bosch is a shareholder in KB SfN GmbH, as well as for three
years thereafter. As a consequence, Bosch requests that KB SteeringSystems is either acquired by us in
connection with a group-internal reorganization, divested by KB SfN GmbH to a third party, or liquidated. We
cannot rule out that the arbitral tribunal renders an award in favor of Bosch’s claims, which might result in us
being obliged to acquire Bosch’s stake in KB SfN GmbH and KB CVS Japan against payment of the requested
compensation as well as to ensure that KB SN GmbH ceases any activities in the area of steering systems for the
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indicated time period. This could have a material adverse effect on our business, results of operations, cash flows
and financial position.

In the event of a negative outcome of any material legal, administrative or arbitral proceeding, whether based on
a judgment, award or settlement, we could be obliged to make substantial payments. In addition, such
proceedings can require management attention in the case of high-profile claims, result in significant litigation
and arbitration costs as well as negative publicity, and harm our reputation (in some cases, regardless of the
merits of the claim and the outcome of the proceedings). We have accrued provisions for potential losses
resulting from pending proceedings before ordinary courts and arbitral tribunals based on our internal assessment
of the likelihood and amount of loss. However, the amount of losses arising from such proceedings may exceed
the provisions we have accrued by a material amount.

If disputes or legal, administrative and arbitral proceedings are brought against a Group company, this could
damage our reputation as well as have a significant adverse effect on our business, results of operations, cash
flows and financial position.

1.2.4. Many of our customers and end-customers operate in highly regulated industries and any additional
regulatory requirements could affect our customers’ business operations, which could in turn
materially impair our business, results of operations, cash flows and financial position.

Most of our rail customers and end-customers and many of our commercial vehicle customers and end-customers
operate in highly regulated industries, i.e., the rail industry and bus and truck transportation industries. These are
subject to extensive laws and regulations governing passenger safety, occupational health and safety,
employment standards, protection of the environment, emissions and other matters. Any failure on the part of our
customers to comply with applicable laws and regulations or permits, even if inadvertent, could result in
interruption of such customers’ operations, permit and license withdrawals and/or material fines, penalties or
other liabilities for our customers and end-customers.

Environmental and safety legislation concerning the industries in which our customers operate may change in a
manner that requires stricter or additional standards than those now in effect, a heightened degree of
responsibility for companies and their directors and employees and more stringent enforcement of existing laws
and regulations. This could impose significant costs and burdens on our customers (the extent of which cannot be
predicted) both in terms of compliance and potential penalties, liabilities and remediation.

The burden on our customers to comply with applicable regulations as well as any breach of such regulations and
requirements could have a material adverse effect on our customers’ business operations which could in turn
materially impair our business, results of operations, cash flows and financial position.

1.2.5. We depend, with respect to certain activities, on permits, licenses, approvals, certifications and
exemptions, and there can be no assurance that we will be able to renew all necessary licenses,
certifications and similar permits required for our operations in a timely manner.

Certain of our activities depend on permits, licenses, approvals, certifications and/or exemptions in different
jurisdictions in order to operate our business. For example, we are exposed to risks associated with approvals
when building and operating production facilities and require certain certifications (e.g., ISO (International
Organization for Standardization) certifications) for our plants, which must be regularly renewed. Furthermore,
our customers increasingly require that we obtain additional certifications in order to consider engaging us as a
supplier. The necessary validation and certification processes are often complex, time-consuming, lengthy and
costly, and may be influenced by factors that are beyond our control. Also, accidents at work may cause certain
certifications to be suspended or revoked. In addition, relevant regulatory authorities may not grant licenses,
approvals, certifications, exemptions and dispensations as quickly as anticipated, which may result in project
delays or unused capacities. This may be the case, for example, with respect to the usually lengthy “GOST
certification” process in Russia (which relates to technical standards maintained by the Euro-Asian Council for
Standardization, Metrology and Certification).

In addition, there can be no assurance that we will be able to renew our permits, licenses, approvals,
certifications, exemptions and dispensations upon their expiration within the required timeframe or at all.
Moreover, there can be no assurance that any exemption we currently rely on for our business operations will
continue to exist in the future. If an exemption is not renewed, we will need to complete a re-certification
process. In addition, licenses, approvals, certifications, exemptions and dispensations currently held by entities of
the Group may be challenged in court by third parties, which may lead to their revocation or operating
restrictions. Granted permits, licenses, approvals, exemptions and/or dispensations may also be subject to
amendments and/or additional conditions being imposed on us, which could affect our sales, business, results of
operations, cash flows and financial position. Moreover, the eligibility criteria for such permits, licenses,

87



approvals, certifications, exemptions and dispensations may change from time to time and may become more
stringent in the future.

The introduction of any new and/or more stringent laws, regulations, licenses, approvals, certifications,
exemptions and dispensations requirements relevant to our business operations may incur significant additional
investments and maintenance costs to fulfill new regulatory requirements or may preclude us from continuing
with our existing operations or some areas of our business activities or may limit or preclude us from expanding
our business.

Our inability to renew all necessary or obtain newly required permits, licenses, approvals, certifications,
exemptions and dispensations required for our operations in a timely manner could materially adversely affect
our business, results of operations, cash flows and financial position.

1.2.6. Our risk management and internal controls may not prevent or detect violations of law, and
compliance breaches could result in investigations by the relevant authorities, fines, additional tax
payments, damage claims, payment claims, and the termination of relationships with customers or
suppliers and reputational damage.

We operate in numerous countries with nearly 150 consolidated subsidiaries (as of December 31, 2017),
including in certain countries with less stable political, legal and regulatory regimes as well as inconsistent
enforcement of laws and regulations. In addition, some of our customers and suppliers operate in countries which
have business environments, legal systems as well as political and cultural influences different from those which
prevail in Western Europe. We also outsource some of our support functions, such as legal advisory, certain IT
support functions, management and consulting functions, among others, to third-parties, and use sales agents in
certain jurisdictions. We have no or only limited influence over the day-to-day operations of our customers,
suppliers and other partners. In particular, we have limited or no insight on how our customers use the products
we supply. All these circumstances inherently create a risk that applicable legislation and regulations may be
breached.

Although we have implemented a compliance system and organization and established a Code of Conduct,
including guidelines, and are providing regular training in order to ensure compliance with all applicable
anti-corruption, anti-trust, anti-bribery and other legislation, our existing compliance processes and controls may
not be sufficient in order to prevent violations of legal provisions (including fraud) and internal guidelines as
well as other inadequate practices by employees, customers, suppliers and other partners. In addition, in our Rail
Vehicle Systems segment, we operate a sales structure with trade partners worldwide who act as agents for our
products. Employees, agents, customers, suppliers and other partners may not act in compliance with applicable
statutory provisions and internal guidelines or process descriptions, for example, procurement, production and
sales. We thus face the risk that penalties or liabilities may be imposed on us or that our business may be
adversely affected. In addition, our compliance system and monitoring capabilities may not be sufficient to
promptly detect current compliance issues, identify past violations or prevent damage from fraud or similar
crimes in the Group, as has happened in the past in individual cases. For example, in connection with criminal
investigations at one of our subsidiaries for alleged violations of labor law, we agreed with the authorities to an
analysis of conditions in the respective sites and the payment of certain fines, social security, tax and interest
costs.

The Group currently conducts business related to Russia and Iran and may be exposed to sanctions risk due to
such business, in particular due to sanctions imposed by the U.S. on Russia and on Iran in 2018, should any such
business be found by the U.S. authorities to be in breach of such sanctions.

Furthermore, while we have taken steps to ensure that any activities of our Group comply with applicable
sanction laws, we cannot preclude the risk that, through inadvertence or otherwise, a member of our Group might
become subject to penalties under international sanction programs.

Inappropriate behavior or any compliance breaches could lead to legal proceedings against us, criminal,
regulatory and/or other fines, sanctions, court orders affecting future conduct, forfeiture of profits, rescission of
existing contracts, exclusion from certain businesses — especially with public authorities (so-called
“blacklisting”), loss of licenses and certifications or other restrictions, which, in turn, might limit our ability to
pursue strategic projects and transactions that may be important for our business. In addition, in certain projects
in which we act as contractors, we have undertaken to abide by the safety, health, environmental and other
policies and manuals of the third-party awarding the project, which in aggregate include many different
individual rules. Any lack of compliance may expose us to regulatory sanctions as well as termination of the
contract and potential damages.

Furthermore, involvement in potential non-compliance proceedings and investigations could harm our reputation
and that of our management, lead to the loss of customers and have a negative impact on our brands and on our
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efforts to compete for new customers and new orders. Customers and/or third parties could also initiate legal
proceedings against us for substantial financial sums.

If our compliance systems fail to detect breaches of applicable rules and regulations on our part or the part of our
third party suppliers and contractors, this may lead to investigations, proceedings and fines against us which
could have a material adverse effect on our business, results of operations, cash flows and financial position.

1.2.7. Any threat to, or impairment of, our intellectual property rights and know-how could cause us to
incur costs to defend these rights, and impair our ability to compete effectively.

As a Group that develops intellectual property and manufactures and markets branded products, we rely on
trademark protection to protect our brands, as well as our technological expertise. We have also applied for and
obtained patents for certain of our technologies as well as, to a lesser degree design rights. These protections may
not adequately safeguard our intellectual property, which may have a material adverse effect on our results of
operations. There is a risk that third parties, including our competitors, will infringe on our intellectual property
rights, in which case we would have to defend these rights. This may result in significant costs. In addition, we
may be unable to effectively combat the proliferation of imitations and counterfeits of our products, a persisting
trend, in particular in Asia. On several occasions in the past we have identified imitation and counterfeit
products, some of which can barely be distinguished from our branded products. This is particularly the case for
some of our less sophisticated products such as brake linings. In Asia, in particular, this is a threat to both of our
segments. Besides the financial losses associated with such products, counterfeit products of low quality could
negatively affect our reputation if sold under our brands or suggesting that these products are “Knorr-Bremse”,
original parts or that they have identical characteristics to original “Knorr-Bremse” products. Moreover, in
certain jurisdictions we pursue our business activities through joint ventures. In such joint ventures, our partners
have access to certain portions of our know-how. There can be no assurance that we will be able to take sufficient
measures to effectively protect our trademarks, patents and technological developments and know-how, or
effectively prevent others from developing and designing products or technologies which are similar to those
held by us. If our trademarks, patents or technological developments cannot be adequately protected, this could
impair the further development of our business and thus significantly impair our competitiveness.

There is also a risk that third parties, including our competitors, will seek a revocation of our intellectual property
rights, take legal action to have our intellectual property rights declared null and void, or demand an assignment
of such rights. These third parties may bring infringement claims against us or our customers. For instance,
competitors may challenge, invalidate or circumvent any existing or future trademarks issued to, or licensed by,
us. Accordingly, we could be involved in lengthy and costly litigation to protect our intellectual property, as has
occurred in individual cases in the past, the outcome of which can be uncertain.

We may also decide to file further trademark applications seeking to protect selected newly-developed brands,
products or concepts, or apply for registration of existing brands or products in other relevant jurisdictions as part
of an international expansion, but cannot be sure that trademark registrations will be issued. There is also a risk
that we could lose protection of trademarks if we fail to renew a trademark on a timely basis. In addition, even
though a trademark has been duly registered, under local regulation the fact that a trademark is not used for a
certain period of time (such as five years in the EU) may render the trademark registration voidable.

Moreover, should registered intellectual property rights expire or be subject to geographical restrictions, this
could allow competitors to use our intellectual property in order to facilitate entry into the market or strengthen
their position. In addition, the extent of patent or trademark protection varies from country to country. In some of
the countries in which we operate, patent or trademark protection may be significantly weaker than in the EU or
the U.S. In addition, in cases in which we rely on licenses, our right to use intellectual property rights may
terminate upon expiry or termination of the underlying license agreement, and the scope and terms and
conditions of the license may become subject to interpretation and dispute. For example, in light of current
attempts by Bosch to exit our joint venture KB SfN GmbH and in parallel to exercising an alleged put option,
Bosch also declared the termination of a framework license agreement with KB SfN GmbH and any individual
license agreements thereunder.

Moreover, we rely on trade secret protection and confidentiality agreements with our employees for the
protection of certain products, technologies and other material know-how. Some of our intellectual property and
know-how is not protected by registered intellectual property rights, as we consider the disclosure of trade secrets
connected with a registration to be more harmful for us than the risk of secrecy violations. A failure to maintain
sufficient secrecy, as well as the inability to effectively protect our trademarks and other intellectual property
rights, could have a material adverse effect on our business, results of operations, cash flows, financial position,
our customer relationships and our reputation.
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If protections for our intellectual property and brands prove inadequate, or if we are not able to successfully
defend and enforce our intellectual property rights and confidentiality agreements, this may have a material
adverse effect on our business, our results of operations, cash flows and financial position.

1.2.8. We may violate intellectual property rights of third parties and be liable for damages and litigation
costs.

Our products may unintentionally violate intellectual property rights, in particular patents, trademarks and design
rights, of third parties. If we violate a third party’s rights, we may be liable for damages as well as litigation costs
and may have to withdraw goods already produced from the market or purchase a license to use such rights. For
example, in light of current attempts by Bosch to exit KB SfN GmbH, Bosch declared the termination of a
framework license agreement with KB SfN GmbH and any individual license agreements thereunder. To the
extent any business operations of KB SfN GmbH rely on any intellectual property rights (including know-how)
of Bosch or its affiliates, Bosch might thus allege infringements of its intellectual property rights which could
result in Bosch being awarded potential damage claims or could even result in disruption of business operations
relying on such intellectual property rights.

The potential damages for any violations of intellectual property rights depends on the amount of sales, which
means that the more often one product is sold the higher the damages would be. This may reduce our sales, erode
margins or damage our reputation, any of which could have a material adverse effect on our business, results of
operations, cash flows and financial position.

1.2.9.  Our tax burden could increase due to changes in tax law or their application or interpretation, or as a
result of current or future tax audits.

Tax laws might be subject to change, possibly with retroactive or retrospective effect. Changes in tax laws or
their interpretation or application (including by any form of administrative guidance or through the interpretation
by courts) or in the amount of taxes imposed on companies could increase our future tax burden and thus
influence our business, results of operations, cash flows and financial position. For instance, in the U.S., where
the Group conducts a significant portion of its business, a reform of the tax system is currently underway. On
December 22, 2017, the U.S. Tax Cuts and Jobs Act was signed into law which not only provides for a reduction
of the federal corporate income tax rate from 35% to 21%, but also institutes certain rules concerning the taxation
of the U.S. business of foreign groups. The implications of the U.S. Tax Cuts and Jobs Act on our Group are part
of an assessment process of the Company that has not yet been finalized as of this date. Even though the
preliminary results of the assessment indicate otherwise, it cannot be excluded that the U.S. tax reform will have
a major adverse effect on our Group.

The original treatment of a tax-relevant matter in a tax return, tax assessment or otherwise could later be found
incorrect and additional taxes, interest, penalty payments and/or social security payments could be assessed on
any of our companies. Such (re)assessment may be due to an interpretation or view of laws and/or facts by tax
authorities in a manner deviating from our view and may in particular emerge as a result of tax audits or other
review actions by the relevant financial or tax authorities. The Company as well as the German and other foreign
subsidiaries belonging to the Knorr-Bremse Group are subject to tax audits by the respective tax authorities on a
regular basis. For example, the Company and several of its German subsidiaries are currently subject to tax
audits by the German tax authorities covering inter alia corporate income tax, trade tax and value added tax
(“VAT”) for the fiscal years 2013 to 2016. In addition, some of our foreign subsidiaries are currently being
audited by their respective national tax authorities. As a result of current or future tax audits or other reviews by
the tax authorities, additional taxes could be imposed on our Group companies exceeding the provisions reflected
in our financial statements. This could lead to an increase in our tax obligations, either as a result of the relevant
tax payment being assessed directly against us or as the result of us becoming liable for the relevant tax as a
secondary obligor due to the primary obligor’s (such as, for example, an employee) failure to pay.

Some companies of our Group have been and are still significantly benefitting from a preferential tax treatment,
such as the preferential tax status of certain of our Chinese subsidiaries which, under Chinese tax law, are
classified as “high and new technology enterprise” (HNTE) and thus are eligible for a lower income tax rate. If a
preferential tax treatment was denied with retroactive effect or no longer granted in the future, this would have an
adverse impact on our financial position and results of operations.

Several of our subsidiaries have considerable tax loss carry-forwards, some of which have been capitalized as
deferred tax assets in the consolidated financial statements for the fiscal year ending on December 31, 2017. The
utilization of tax loss carry-forwards, however, may be restricted under applicable tax laws, for instance, if they
cannot be carried forward indefinitely or if they forfeit upon occurrence of a certain events (e.g., a direct or
indirect transfer of shares or a change of control). If tax loss carry-forwards can no longer be set-off against
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future taxable profits, this would generally increase our future tax burden. In addition, any such restriction may
require a write-down of the deferred tax assets in our consolidated financial statements. This would negatively
affect our financial position and results of operations.

1.2.10. Our tax burden could increase due to the application or interpretation of transfer pricing rules, or
arm’s length adjustments.

Because we operate in numerous jurisdictions, we are exposed to tax risks, in particular with regard to the
so-called “transfer pricing” rules that apply in several jurisdictions and in relation to cross-border business
relationships. Pursuant to such rules, related enterprises are obligated to conduct any inter-company transactions
on conditions which would also apply among unrelated third parties concluding comparable agreements (so
called “at arm’s length principle”) and to provide sufficient documentation thereof, subject to the rules applicable
to them in the relevant jurisdiction. Even though we have established a transfer pricing model aimed at being
compliant with domestic and international transfer pricing regulations, it cannot be excluded that one or more
foreign tax authorities might not agree with, and thus challenge, our implemented transfer pricing rules. The
consequence might be double taxation in two countries, which could only be avoided by means of a mutual
agreement procedure between the relevant tax authorities. Furthermore, transfer pricing risks may increase in the
future as intra-Group cross-border business grows and as the tax authorities’ interpretation of the arm’s length
principle evolves over time. For example, some of our subsidiaries sell goods and/or provide services to foreign
subsidiaries. These companies must fulfill special requirements regarding the documentation of transfer prices
according to special tax laws, such as the German Foreign Tax Act (Auflensteuergesetz) or similar applicable
national laws and regulations regarding OECD requirements. Our documentation may be considered to be
insufficient by the relevant tax authorities or transfer prices may be considered to be inadequate or inadequately
justified. This may result in penalties and additional tax payments.

Companies of our Group have been involved in transactions with the existing shareholders of the Company
and/or parties related to the existing shareholders. Such transactions, in order to be recognized for income tax
purposes, also need to comply with the arm’s length principle. In case of any such transactions being found not to
be at arm’s length, this could lead to the assessment of additional taxes payable by companies of our Group and
thus negatively affect our results of operations, cash flows and financial position.

1.2.11. We may have to repay investment grants and subsidies, or previously awarded investment grants may
not be disbursed in full or in part.

In certain countries, a part of our investment requirements for developing and expanding our capacity and our
product portfolio, in particular with respect to innovative concepts, is sometimes covered by public aid, such as
subsidies, loans at favorable conditions or tax reductions or exemptions. For example, in Germany, subsidies up
to an amount of approximately EUR 1.4 million were approved to be granted in connection with the development
and optimization of the “In Motion Charging” (IMC) concept for e-buses under which trolley buses cover
sections of route without overhead lines in battery-powered mode, with the batteries then being recharged when
the vehicle is back under overhead lines. In addition, EU funding for the Group up to an amount of
EUR 1.7 million relating to several projects in connection with the EU’s rail program has been approved for the
2016-2019 period. Furthermore, we received a sizeable loan from the European Investment Bank (EIB) tied to
certain development projects. We also received different subsidies for the Hungarian Group company
Knorr-Bremse Fékrendszerek Kft. totaling approximately EUR 12 million during the 2013-2017 period,
including, among others, tax allowances and direct subsidies for the construction of a new plant.

The decisions on granting public aid to the Group and the project-related loan of the EIB contain various
conditions, for example regarding the creation of jobs or specific research and development activities, submission
of proof and confirmations regarding the fulfillment of conditions within a certain deadline, including supporting
documentation, and compliance with other requirements. For example, we have received an investment
promotion regarding our Berlin site for the 2017-2020 period, tied to the condition that we invest at least
EUR 18 million during such period in certain types of innovative investments and subject to the employment of a
certain minimum number of employees at such site until 2025 (in which case, we would receive 10% of the
invested amount at the end of the period). In addition, decisions regarding public aid may be subject to other
conditions in the future. In addition, some authorities granting the subsidies have, in the past, requested proof of
the fulfillment of the conditions to which such grants are tied, and may do so in the future. For example, in July
2015 the local authorities requested documentation in connection with the fulfillment of the measures taken to
support and increase employment at our Aldersbach facility, for which we had received related EU subsidies in
the amount of EUR 3.6 million in 2005. While we were able to produce the required proof, it cannot be excluded
that we will be faced with similar request for other investment grants and subsidies received in the future. If the
conditions attached to public aid are not fulfilled during the commitment period, which generally exceeds the
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specified investment period, or if we are unable to provide any proof requested, this could result in a repayment
claim for the public aid received by us.

During the commitment period, such conditions attached to investment grants and subsidies may no longer be
satisfied and we could be subsequently exposed to considerable repayment claims, which could have a material
adverse effect on our business, results of operations, cash flows and financial position.

1.3. Risks Related to the Offering, the Listing and the Shareholder Structure

1.3.1. KB Holding GmbH and Ursus Vermaogensverwaltung GmbH, which are controlled by Mr. Heinz
Hermann Thiele, will continue to exercise substantial influence over the Company following the
completion of the Offering and the interests of KB Holding GmbH, Ursus Vermdégensverwaltung
GmbH and Mr. Heinz Hermann Thiele might conflict with the interests of other shareholders.

In the context of the offering (the “Offering”), KB Holding GmbH, Griinwald, Germany (“KB Holding” or, the
“Selling Shareholder”) will offer a portion of its shareholding in the Company. Upon completion of the Offering
and the listing of the Company’s shares on the regulated market of the Frankfurt Stock Exchange (Frankfurter
Wertpapierborse), KB Holding will continue to hold at least approximately 64.99996% of the Company’s share
capital (assuming a full placement of all shares being offered by the Selling Shareholder, and assuming that the
Selling Shareholder decides that the full amount of additional base shares that are being offered will be actually
placed with investors in consultation with the underwriters acting as joint global coordinators for the Offering
(the “Upsize Option”) and of the greenshoe option granted in connection with the Offering) and Ursus
Vermogensverwaltungs GmbH, Griinwald, Germany (“Ursus”, and, together with KB Holding, as parties to a
pooling agreement, the “Controlling Entities”) which is controlled by its sole shareholder Mr. Heinz Hermann
Thiele will continue to hold 5.00004% of the Company’s shares. Due to its significant remaining shareholding
after the completion of the Offering, the Controlling Entities and their controlling shareholder Mr. Heinz
Hermann Thiele will remain in a position to exercise control relating to the Company’s general shareholders’
meeting and will be able, solely through the exercise of the Controlling Entities’ votes, to adopt shareholders’
resolutions at the Company that require only a simple majority of the votes cast. Among other things, this means
that the Controlling Entities will be able to determine the use of balance sheet profits, resolve certain material
capital measures, and set the dividend policy of the Company. The Controlling Entities can also control the
composition of the supervisory board (Aufsichtsrat) of the Company (the “Supervisory Board™) and, indirectly,
the composition of the executive board (Vorstand) of the Company (the “Executive Board”). Even if their
shareholding falls below 75% in or after the Offering and depending on the actual shareholders attendance levels
at the Company’s general shareholders’ meeting, the Controlling Entities will remain in a position solely through
the exercise of their own votes to adopt and effectively implement resolutions that require the consent of at least
three quarters of the share capital represented at the time the resolution is adopted (for example, the creation of
authorized or contingent capital, the exclusion of subscription rights for new shares and convertible instruments,
amendments to the corporate purpose and the approval of mergers, profit and loss absorption agreements,
divestures and changes in corporate structure). Furthermore, the Controlling Entities could prevent a general
shareholders’ meeting from adopting any resolutions if they attend the meeting and vote against the proposal.
Mr. Heinz Hermann Thiele exercises indirect control over the Controlling Entities.

Conflicts of interest and differences of opinion could arise between the Controlling Entities and Mr. Heinz
Hermann Thiele on the one hand and other shareholders on the other hand with regard to the exercise of voting
rights in the general shareholders’ meetings of the Company. If this were to happen, the Controlling Entities and
Mr. Heinz Hermann Thiele would be able to assert their interests against the will of other shareholders because
the Controlling Entities have the actual or factual majority of voting rights in the general shareholders’ meeting.
A conflict of interest could, for example, arise if the Company wants to carry out a capital increase and the
Controlling Entities are unwilling or unable to fully participate, due to a lack of liquidity, in the capital increase
but at the same time want to prevent their shareholding from being diluted. A situation in which the Controlling
Entities would not participate in a future capital increase of the Company could also make it more difficult for
the Company to raise any new capital. Even if the Controlling Entities do not in fact use their controlling stake to
influence the Knorr-Bremse Group, the possibility of exercising such influence could have material adverse
effects on the Company’s share price and make it more difficult for the Company to raise capital.

The Controlling Entities and Mr. Heinz Hermann Thiele may have or develop in the future economic or business
interests or goals that turn out to be inconsistent with the Group’s interests or goals. For example, the Controlling
Entities and/or Mr. Heinz Hermann Thiele may engage, participate or hold a right or interest in, or render
services to, businesses that compete with the Group. To the extent that the Controlling Entities and/or Mr. Heinz
Hermann Thiele engage in the same or similar business activities or lines of business as the Group, or engage in
business with any of the Group’s suppliers, distributors or customers, the Group’s ability to successfully operate
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and expand its business may be hampered. These activities of the Controlling Entities and/or Mr. Heinz Hermann
Thiele may have a material adverse effect on the Group’s business, results of operations and financial position.

1.3.2. The Company’s shares have not yet been publicly traded, and there can be no assurance that a liquid
trading market for the Company’s shares will develop or can be maintained after the Offering.

Prior to the Offering and the listing of the Company’s shares, there was no public trading in the shares of the
Company. There is no guarantee that the final offer price will correspond to the price at which the shares are
subsequently traded after the Offering or that a liquid trading market for the Company’s shares will develop and
become established after the Offering. The fact that Ursus will continue to hold 5.00004% and KB Holding will
continue to hold at least 64.99996% of the Company’s share capital even after a full placement of the Offer
Shares limits the number of free float shares in the Company and could, therefore, adversely affect the
development and maintenance of a liquid trading market for the shares. Low liquidity of the Company’s shares
may also entail high volatility regarding the share price. Furthermore, shares available for stabilization measures
during the stabilization period are limited, as they may not exceed 15% of the shares KB Holding commited to
offer in the Offering without discretion. Investors may not be able to sell the shares at the final offer price, at a
higher price or at all under certain circumstances.

1.3.3.  Future sales or market expectations of sales of a substantial number of shares in the Company by KB
Holding or other shareholders could cause the share price to decline after the lock-up or within the
lock-up period with bank waiver.

Upon completion of the Offering, KB Holding will continue to hold at least approximately 64.99996% of the
Company’s share capital (assuming a full placement of the Offer Shares, and including full exercise of the
Upsize Option and the greenshoe option granted in connection with the Offering) and Ursus will continue to hold
5.00004% of the Company’s shares. The Company’s share price could fall substantially if KB Holding sells its
shares, either (i) after the selling restrictions in the lock-up agreement have expired, i.e., six months after the first
day of trading of the Company’s shares on the Frankfurt Stock Exchange (Frankfurter Wertpapierborse) or
(i) earlier, either with the consent of the underwriters acting as joint global coordinators for the Offering or,
without such consent pursuant to relevant exceptions set forth in the lock-up agreement regarding certain
off-exchange transactions entered into by KB Holding. A similar effect could occur if such sales are anticipated
by investors. The Company’s share price could also fall substantially if other significant shareholders such as
Ursus, which will continue to hold 5.00004% of the Company’s share capital, or investors acquiring shares in the
Offering, sell their shares in the market or if such sales are expected.

In addition, the sale or market expectation of a sale of a large number of shares on the part of KB Holding or
other significant shareholders could make it difficult for the Company to issue new shares in the future on
favorable terms.

1.3.4. The price and trading volume of the Company’s shares could fluctuate significantly, and investors
could lose all or part of their investment.

Following completion of the Offering and any future offerings, the price of the shares in the Company may be
subject to substantial fluctuations, especially as a result of changes in our actual or forecast operating results or
those of our competitors, changes in the profit forecasts or failure to meet profit expectations of investors and
securities analysts, assessments by investors with regard to the success and the effects of the Offering and the
strategy described in the Prospectus as well as the assessment of the related risks, changes in the general
economic conditions, changes in the shareholder structure and other factors, many of which are beyond the
Group’s control. Furthermore, external factors such as changing demand in the markets for Rail and Commercial
Vehicle Systems or other markets and market segments relevant to the Group’s operations, monetary or interest
rate policy measures by central banks, regulatory changes or other external factors or unique events can impact
the Group’s revenues and earnings and lead to fluctuations in the price of the Company’s shares. General
fluctuations in share prices, especially for shares of other companies in the markets in which the Group operates,
or a general deterioration in capital markets, can lead to pressure on the price of the Company’s shares, and such
fluctuations or general deterioration may not necessarily be based on the Group’s business operations or earnings
prospects.

1.3.5.  Future capital increases, future equity offerings or offerings of instruments convertible into equity or
any merger with another entity may dilute investors’ shareholdings in the Company. Investors in
certain jurisdiction (particularly in the U.S.) could be precluded from participating in any rights
offering altogether.

With respect to any future capital increase of the Company, even if it involves a capital increase by way of a
rights issue, there is a risk that shareholders who have not exercised their subscription rights will subsequently no
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longer hold the same percentage of voting and dividend rights in the Company. Investors in certain jurisdictions
(particularly in the U.S.) could be precluded from participating in any rights offering altogether. If a shareholder
fails to exercise its subscription rights, its share in the Company would be diluted in proportion to the percentage
the capital increase represents in relation to the Company’s existing registered share capital.

Pursuant to the German Stock Corporation Act (Aktiengesetz), moreover, the general shareholders’ meeting of
the Company may in certain cases adopt a resolution on a capital increase to the exclusion of the shareholders’
subscription rights. Such resolution requires a qualified majority. In such case, shareholders who are not offered
any of the shares to be issued could not prevent the dilution of their shares in the Company unless they purchased
additional shares in the secondary market, for example on the stock exchange, even at a higher price if necessary.
Furthermore, a proposal to the general shareholders’ meeting to take any of the above-mentioned measures, with
dilutive effects on the existing shareholders, or any other announcement thereof, could adversely affect the
market price of the Company’s shares.

In addition, we may seek to raise capital through public or private debt or equity financings by issuing additional
debt or equity securities convertible into shares or rights to acquire these securities, or may potentially seek to
merge with another entity and exclude pre-emptive rights pertaining to the then-outstanding shares in the future.
Any additional capital raised through the issue of additional shares may dilute an investor’s shareholding interest
in the Company if the investor does not exercise, or is excluded from exercising, its subscription rights.
Furthermore, any additional financing that we may need may not be available on terms favorable to us or at all,
which could adversely affect our future operations and strategy.

Any additional offering of shares by the Company, or the public perception that an offering may occur, could
also have a negative impact on, or increase the volatility of, the trading price of the shares.

1.3.6.  The Offering might not be completed, in which case investors could lose security commissions paid
and be exposed to risks from any short selling of the shares.

The underwriting agreement relating to the Offering entered into between the Company, the Selling Shareholder,
Ursus and the syndicate banks acting as underwriters in connection with the Offering (the “Underwriting
Agreement”’) provides that the underwriters can terminate the Offering under certain circumstances. If the
underwriters withdraw from the Underwriting Agreement, the Offering will not take place. Any allocations to
investors that have already occurred will be invalid. In this case investors will not have a claim for delivery of the
shares of the Company. Claims with regard to any subscription fees that have already been paid and costs
incurred in connection with the subscription by an investor are governed solely by the legal relationship between
the investor and the institution with which the investor has submitted its offer to purchase. If an investor has
engaged in short selling, the investor bears the risk of not being able to fulfill its delivery obligations.

1.3.7. The Company’s ability to pay dividends depends, in part, on the distribution or transfer of profits
from its subsidiaries and on its debt covenants.

In accordance with the German Stock Corporation Act, the general shareholders’ meeting of the Company
decides on the payment of dividends on the recommendation of the Executive Board and the Supervisory Board.
The Company’s ability to distribute dividends in the future will, among other things, depend on the Company’s
ability to generate profits, its results of operations and financing and investment needs, as well as the availability
of a distributable profits or distributable reserves. The decision on the payment of dividends is based on the
balance sheet profit, as determined for the Company on a standalone basis in accordance with the German
Commercial Code (Handelsgesetzbuch) and the German Stock Corporation Act (Aktiengesetz). In order to
determine the balance sheet profit available for distribution, the annual financial profit or loss must be adjusted
with the profit/loss carry forward from the previous year as well as any withdrawals or contributions made to the
reserves. Because the Company conducts significant parts of its operational business through its subsidiaries and
affiliates, its ability to pay dividends depends substantially on the ability of its operating subsidiaries to generate
income and transfer profits. The transfer of profits may be limited where minority interests of third parties exist
in subsidiaries and affiliates and where such minorities must approve the approval of annual accounts and the
distribution of profits to shareholders. In addition, the Group’s existing financing agreements include and the
future financing agreements are likely to include debt covenants that may restrict the amount of cash available
for the payment of dividends (see also “I.1.25. — Our indebtedness as such or the enforcement of certain
provisions in our financing arrangements and in the terms of our bonds may limit our operational flexibility. In
addition, we are subject to refinancing and liquidity risks, as well as the risk of credit downgrades”). We can
make no predictions as to the size of future profits available for distribution, or whether distributable profits will
be achieved at all, and hence we cannot guarantee that dividends will be paid in the future.
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1.3.8. The Company will face additional administrative requirements and incur higher ongoing costs as a
result of its operation as a publicly listed company.

As a publicly listed company, the Company will incur significant legal, accounting and other expenses that it did
not incur as a private company. After the Offering, the Company will for the first time be subject to the legal
requirements for German stock corporations listed on the regulated market of a public exchange and the German
Federal Financial Supervisory Authority (Bundesanstalt fiir Finanzdienstleistungsaufsicht) as well as the German
Securities Trading Act (Wertpapierhandelsgesetz) and the Market Abuse Regulation. These requirements include
periodic financial reporting and other public disclosures of information (including those required by the stock
exchange listing authorities), regular calls and meetings with securities and industry analysts, and other required
disclosures.

There is no guarantee that our accounting, controlling and legal or other corporate administrative functions will
be capable of responding to these additional requirements without difficulties and inefficiencies that cause us to
incur significant additional expenditures and/or expose us to legal, regulatory or civil costs or penalties.
Furthermore, the preparation, convening and conduct of general shareholders’ meetings and the Company’s
regular communications with shareholders and potential investors will entail substantially greater expenses.

Our management may also need to devote time and other resources to these additional requirements that it could
have otherwise devoted to other aspects of managing our operations, and these additional requirements could also
entail substantially increased time commitments and costs for the accounting, controlling, legal and investor
relations departments and other Group administrative functions. In addition, we may be required to hire
additional employees or engage outside consultants to comply with such requirements, which could increase our
costs and expenses.

Any inability of our administrative functions to handle the additional demands placed on us by becoming a
company with listed shares, as well as any costs resulting therefrom, may have a material adverse effect on our
business, results of operations and financial position.

1.3.9.  Shareholders from outside the Eurozone may be subject to foreign currency exchange rate risk.

The shares are, and any dividends to be paid in respect of them will be, denominated in Euros. An investment in
the shares by an investor whose primary currency is not Euros exposes the investor to foreign currency exchange
rate risk. Any depreciation of the Euro in relation to such foreign currency will reduce the value of the
investment in the shares or any dividends in foreign currency terms.

1.3.10. The proposed financial transaction tax could result in a substantial new tax burden in the secondary
market for investors buying the Group’s shares and trading them in an EU member state which
implements such a tax.

On February 14, 2013, the European Commission published a proposal for a directive for a common financial
transaction tax in Belgium, Germany, Estonia, Greece, Spain, France, Italy, Austria, Portugal, Slovenia and
Slovakia (each a “Participating Member State”). The proposed tax has a broad, potentially extraterritorial
scope. It would apply to financial transactions where at least one party is a financial institution, and (i) one party
is established in a Participating Member State or (ii) the financial instrument which is subject to the transaction is
issued in a Participating Member State. A financial institution may be, or be deemed to be, “established” in a
Participating Member State in a broad range of circumstances.

In relation to many secondary market transactions in bonds and shares, the new tax would be charged at a
minimum rate of 0.1% of the aggregate amount of the trade on each financial institution which is party to the
financial transaction. The proposed tax provides for the Participating Member States to apply the tax individually
at a higher rate than 0.1%. The issuance and subscription and underwriting of the shares that are the subject of
the Offering should, however, be exempt. There are no broad exemptions for financial intermediaries or market
makers. Therefore, the effective cumulative rate applicable to some dealings in bonds or shares (for instance,
cleared transactions) could be greatly in excess of 0.1% of the aggregate amount of the trade. In addition, such a
tax could negatively affect our financing costs, since we expect that financial institutions will pass on costs
relating to the proposed tax to customers such as the Group which require credit, and the tax would also apply to
us to the extent that we trade with financial instruments and derivatives (in such case, the tax would be charged at
a minimum rate of 0.01%) on a platform subject to the tax and if we were to be categorized as a non-financial
entity subject to the proposed regulation.

The proposal remains subject to negotiation between the Participating Member States and may therefore be
altered. Additional member states of the EU may decide to participate. Prospective investors in the offered shares
are strongly advised to seek their own professional advice in relation to the financial transaction tax.
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2. GENERAL INFORMATION

2.1. Responsibility for the Contents of the Prospectus

Knorr-Bremse Aktiengesellschaft, with its registered office at Moosacher Str. 80, 80809 Munich, and registered
seat in Munich, Federal Republic of Germany (“Germany”), and registered with the commercial register
maintained by the local first-instance court (Amtsgericht) of Munich, Germany (hereinafter also the “Company”
or “Knorr-Bremse AG” and, together with its consolidated subsidiaries and affiliated companies, “we”, the
“Knorr-Bremse Group”, the “Group” or “Knorr-Bremse”), Deutsche Bank Aktiengesellschaft, Frankfurt am
Main, Germany (“Deutsche Bank™), J.P. Morgan Securities plc, London, United Kingdom (the “U.K.”)
(“J.P. Morgan”), and Morgan Stanley & Co. International plc, London, U.K. (“Morgan Stanley”) (all three
acting as joint global coordinators and joint bookrunners (the “Joint Global Coordinators™)), as well as Joh.
Berenberg, Gossler & Co. KG, Hamburg, Germany (“Berenberg”’), COMMERZBANK Aktiengesellschaft,
Frankfurt am Main, Germany (“COMMERZBANK”), UBS Limited, London, U.K. (“UBS Investment Bank”),
and UniCredit Bank AG, Munich, Germany (“UniCredit Bank™) (acting as additional joint bookrunners (the
“Additional Joint Bookrunners”, and together with the Joint Global Coordinators, the “Underwriters”) assume
responsibility for the contents of this prospectus (the “Prospectus”) pursuant to Section 5(4) German Securities
Prospectus Act (Wertpapierprospektgesetz) and hereby declare that, to the best of their knowledge, the
information contained in the Prospectus is in accordance with the facts and that no material facts have been
omitted. Neither the Company nor the Underwriters are required by law to update the Prospectus subsequent to
the date hereof, except in accordance with Section 16 (1) sentence 1 German Securities Prospectus Act, which
stipulates that every significant new factor or material mistake relating to the information included in the
prospectus which is capable of affecting the assessment of the securities and which arises or is noted after the
time the prospectus is approved and before the final closing of the offer to the public or the time when the
quotation of the securities commences or trading on an organized market begins shall be mentioned in a
supplement to the prospectus.

Where a claim relating to the information contained in the Prospectus is brought before a court, the plaintiff
investor might, pursuant to the respective national legislation of the relevant member state of the European
Economic Area, have to bear the costs of translating the Prospectus before the legal proceedings are initiated.

2.2 Subject Matter of the Prospectus

For purposes of the public offering, the Prospectus relates to a total of up to 48,360,000 bearer shares with no par
value (Stiickaktien), each such share with a notional value of EUR 1.00 in the share capital and full dividend
rights as from January 1, 2018 (the “Offering”), comprising:

e 35,043,479 bearer shares with no par value (Stiickaktien) from the holdings of KB Holding GmbH,
Griinwald, Germany (“KB Holding” or the “Selling Shareholder”) (the “Base Shares”);

e 8,000,000 bearer shares with no par value (Stiickaktien) from the holdings of the Selling Shareholder
(“Additional Base Shares”), with the number of shares to be actually placed with investors subject to the
exercise of an upsize option upon decision of the Selling Shareholder in consultation with the Joint Global
Coordinators on the date of pricing based on market demand (the “Upsize Option”), and

e upto 5,256,521 bearer shares with no par value (Stiickaktien) from the holdings of the Selling Shareholder to
cover potential over-allotments (the “Over-Allotment Shares” and, together with the Base Shares and the
Additional Base Shares, the “Offer Shares”).

For purposes of admission to trading on the regulated market segment (regulierter Markt) of the Frankfurt Stock
Exchange (Frankfurter Wertpapierborse) with simultaneous admission to the sub-segment of the regulated
market with additional post-admission obligations (Prime Standard) of the Frankfurt Stock Exchange
(Frankfurter Wertpapierborse), the Prospectus relates to a total of 161,200,000 bearer shares with no par value
(Stiickaktien) of the Company (existing share capital of the Company) (the “Shares”) each with a notional value
of EUR 1.00 in the share capital and full dividend rights as from January 1, 2018.

The Offering consists of an initial public offering in Germany and the Grand Duchy of Luxembourg
(“Luxembourg”) and private placements in certain jurisdictions outside Germany and Luxembourg. In the
United States, the Offer Shares will be offered and sold only to qualified institutional buyers (“Qualified
Institutional Buyers”) as defined in Rule 144A under the U.S. Securities Act of 1933, as amended (the
“Securities Act”). Outside the United States, the shares of the Company are being offered and sold only in
offshore transactions pursuant to the exemption from registration under Regulation S under the Securities Act.

The Offer Shares have not been and will not be registered under the Securities Act, or the securities laws of any
other jurisdiction of the United States and may not be offered, sold or otherwise transferred to or within the
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United States, except pursuant to an exemption from, or in a transaction not subject to, the registration
requirements of the Securities Act and in compliance with any applicable securities laws of any state or other
jurisdiction in the United States.

2.3. Forward-Looking Statements

The Prospectus contains certain forward-looking statements. A forward-looking statement is any statement that
does not relate to historical facts or events or to facts or events as of the date of the Prospectus. This applies, in
particular, to statements in the Prospectus containing information on future earnings capacity, plans and
expectations regarding our business, growth and profitability, as well as the general economic and legal
conditions and other factors to which we are exposed. Statements made using wording such as “expects”,
“assumes”, “estimates”, “plans”, “intends”, “predicts” or “forecasts” may be an indication of forward-looking
statements. They can be found in several sections in the Prospectus, for example in the sections “/. — Risk
Factors”, “9.2 — Management’s Discussion and Analysis of Net Assets, Financial Position and Result of
Operations — Selected Factors Affecting Results of Operations and Financial Position”, “10. — Markets and

Competitive Environment”, “11. — Business” and “24. — Recent Developments and Outlook”.

The forward-looking statements contained in the Prospectus are based on the Company’s current estimates and
assessments. These forward-looking statements are based on assumptions and are subject to risks, uncertainties
and other factors, the occurrence or non-occurrence of which could cause actual circumstances — including with
regard to our assets, financial position and results of operations as well as our profitability — to differ materially
from or fail to meet the expectations expressed or implied in the forward-looking statements. Even if our future
results meet the expectations expressed herein, they may not be indicative of the results of any succeeding
periods.

Our business is subject to risks and uncertainties which may render a forward-looking statement, assessment or
forecast incorrect. Actual results, performance or events may differ materially from those in such statement due
to, among other reasons:

e macroeconomic or regional trends and developments in the markets in which we produce or sell our
products, or in which we offer our services, such as general economic growth, demographic developments,
developments affecting our customers’ businesses, interest rates and inflation;

e the success of our principal product and service offerings;

e volatility in energy prices and the cost of materials, and increase in costs for logistics, in particular
transportation COSts;

e loss of key suppliers or changes in the availability of raw materials, inputs or components used in our
products;

e currency effects;

e our ability to successfully manage future growth, or to expand our business, complete acquisitions and
successfully integrate acquired businesses;

e changes to, or enforcement of governmental and environmental laws and regulations, for example,
regulations regarding product safety, as well as product liability, actions taken by legislators and regulatory
authorities with respect to requirements in terms of energy efficiency or carbon dioxide emissions;

e inadequate protection of our intellectual property rights;

e changes in the scope or interpretation of competition and antitrust laws;
e material warranty or product liability claims against us;

and other factors described in the Prospectus.

Investors should therefore ensure that they have read the sections “/. — Risk Factors”, “8. — Selected Financials
and Business Information”, 9. — Management’s Discussion and Analysis of Net Assets, Financial Position and
Result of Operations”, “10. — Markets and Competitive Environment”, “11. — Business” and “24. — Recent
Developments and Outlook”., which include more detailed descriptions of factors that might influence our
business performance and the markets in which we operate.

In light of the uncertainties and assumptions, it is also possible that the future events mentioned in the Prospectus
may not occur or may differ materially from actual events. In addition, the forward-looking estimates and
forecasts reproduced in the Prospectus from third-party sources (see “2.4. — Information from Third Parties”)
could prove to be inaccurate. The foregoing may prevent the Company from achieving its financial and strategic
objectives.
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The forward-looking statements contained in the Prospectus are only true and accurate as of the date on which
they were made. Investors are advised that neither the Company nor the Underwriters assume any obligation and
do not intend, except as required by law, to publicly release any updates or revisions to these forward-looking
statements to reflect any change in the Company’s expectations with regard to such statements or any change in
events, conditions or circumstances on which any such statement is based or to adjust them in line with future
events or developments.

2.4. Information from Third Parties

Unless otherwise indicated, statements in the Prospectus regarding the market environment, market
developments, growth rates, market trends and the competitive environment in the markets and segments in
which we operate are based on the Company’s assessments and estimates. These assessments, in turn, are —
unless otherwise indicated — based in part on internal market observations and/or various studies by third
parties.

In drafting the Prospectus, the following sources were used:

e A report commissioned by the Company and prepared by the strategy consulting company Roland Berger
GmbH, Sederanger 1, 80538 Munich, Germany (“Roland Berger”), bearing the title “Analysis of rail
vehicle market” and dated July 25, 2018 (the “RB RV Report”), as well as a further study prepared and
published by Roland Berger in August 2018 entitled “Trends in the truck & trailer market” (the “RB T&T
Report”). The RB T&T Report includes, besides data independently developed by Roland Berger, certain
data provided by Knorr-Bremse and other industry players, as well as data from a further report
commissioned by the Company and prepared by Roland Berger, bearing the title “Analysis of CV systems
market”, dated July 27, 2018 (the “RB CV Report”). The RB CV Report, the RB RV Report and the RB
T&T Report are together referred to as the “Roland Berger Reports”). The RB RV Report and the RB CV
Report were prepared in the context of the Company’s initial public offering in accordance with the
instructions of the Company. The statements taken from the Roland Berger Reports are included in the
Prospectus, in the form and context in which they are included, with the consent of Roland Berger. The
Company has delivered, upon Roland Berger’s request, certain factual information and its own market data
and analyses to Roland Berger and has discussed the underlying assumptions with Roland Berger;

e  China Daily, “China issues five-year plan to expand transport network”, February 28, 2017,
e  China Daily, “Rails expand high-speed network”, December 28, 2017;

e  Chinese National Bureau of Statistics (“NBS”), Statistical Communiqué of the People’s Republic of China
on the 2017 National Economic and Social Development dated February 28, 2018;

e  Daimler Communications, press release titled “Daimler investiert rund 600 Millionen Euro in brasilianisches
Nutzfahrzeuggeschift”, October 10, 2017;

e  Frost & Sullivan, San Antonio/Texas, U.S. (“Frost & Sullivan™), “Frost & Sullivan’s Perspective on The
Global Commercial Vehicle Market”, presentation to Knorr-Bremse dated June 5, 2018 (the “Frost &
Sullivan CV Presentation”), as well as “Commercial Vehicle Electrification Trends — Global Overview”,
August 2018 (the “Frost & Sullivan CV Electrification Overview”);

e [HS Englewood/Colorado, U.S. (“IHS”), “Medium and Heavy-Duty Commercial Vehicle Industry Forecast:
Production Q1/2018” (as source for truck and bus production output);

e International Energy Agency, World Energy Outlook 2017 — Executive Summary, November 2017;

e People’s Daily Online, “China’s high-speed rail network expands alongside speed and passion”, July 12,
2017, available under http://en.people.cn/n3/2017/0712/c90000- 9240832.html;

e SCI Verkehr GmbH, Hamburg, Germany, “Worldwide Rolling Stock Manufacturers 2016, October 2016
(the “SCI 2016 Report”);

e UNIFE (the European Rail Industry)/Roland Berger GmbH, Munich, Germany, “World Rail Market
Study — Forecast 2016 to 2021, “World Rail Market Study — Forecast 2014 to 2019” and “World Rail
Market Study — Forecast 2012 to 2017 and UNIFE/Boston Consulting Group, “World Rail Market Study:
Status quo and outlook 2020 (2010) (together, the “UNIFE Reports”);

e  United Nations, “World Population Prospects: The 2017 Revision;
e  United Nations, “World Urbanization Prospects: The 2018 Revision (Key Facts)”;

e Wabtec Corporation, Wilmerding/Pennsylvania, U.S., “Wabtec and GE Transportation to Merge”,
presentation dated May 21, 2018 and available under https://www.wabtec.com/uploads/
Wabtec-and-GE-Transportation-to-Merge-presentation.pdf;
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e  World Economic Outlook of the International Monetary Fund as of April 17, 2018; and
e  World Economic Outlook of the International Monetary Fund as of October 11, 2017.

To the extent that information has been sourced from third parties, this information has been accurately
reproduced by the Company in the Prospectus and, as far as the Company is aware and is able to ascertain,
regarding information published by these third parties, no facts have been omitted which would render the
reproduced information inaccurate or misleading. However, market studies and analyses are frequently based on
information and assumptions that may not be accurate or technically correct themselves, and their methodology
is, by nature, forward-looking and speculative.

The scope of the Roland Berger Reports follows, to a large extent, the underlying end-markets addressed by
Knorr-Bremse. In the preparation of the RB RVS Report, Roland Berger conducted 16 interviews with market
experts from rail operators and other companies active in the rail industry across multiple countries. In addition,
Roland Berger conducted approximately 50 interviews with market experts from commercial vehicle Original
Equipment Manufacturers (“OEMs”, Original Equipment Services (“OES”) and fleet operators based in
different regions in preparation of the RB CV Report. Interview responses are by their very nature subjective.

Irrespective of the assumption of responsibility for the contents of the Prospectus by the Company and the
Underwriters (see “2.1. — Responsibility for the Contents of the Prospectus”), neither the Company nor the
Underwriters have verified the figures, market data and other information used by third parties in their studies,
publications and financial information, or the external sources on which the Company’s estimates are based,
whereby the Company has delivered certain factual information and its own market data and analyses to Roland
Berger and has discussed the underlying assumptions with Roland Berger in connection with the preparation of
the Roland Berger Reports.

The Company and the Underwriters make no representation or warranty as to the accuracy of any information
from third parties included in the Prospectus. Prospective investors should note that the Company’s own
estimates and statements of opinion or belief are not always based on studies from third parties. They may differ
from estimates made by our competitors or from future studies conducted by market research institutes or other
independent sources.

The Prospectus also contains estimates of market and other data and information derived from such data, which
was not and cannot be obtained from publications by market research institutes or from other independent
sources. Such information is partly based on the Company’s own market observations, the evaluation of industry
information (from conferences, sector events, etc.) or internal assessments. The Company’s management believes
that its estimates of market and other data and the information it has derived from such data assists potential
investors in gaining a better understanding of the industry in which companies of the Group operate and the
Group’s position therein.

The Company’s internal market observations and estimates are derived from various sources, including, among
others, requests for projects from customers and potential customers, industry publications, studies conducted by
third parties as well as available information on the Group’s competitors and customers. The Company has
compiled its estimates for the relevant markets and competitive data in part on the basis of available historical
data, and in part on the basis of internal assessments and forecasts, using assumptions and methodologies which
the Company believes to be reasonable, as well as various sources that the Company believes to be reliable. In
light of the absence, to a large extent, of publicly available market data for the specific market segments that
Knorr-Bremse addresses, information on certain areas of the Group’s addressable markets for specific
components for rail and commercial vehicles (including the respective market definitions as well as the data on
market sizes, projected growth rates and competitive position) is largely based on the businesses the Group
operates and the main products it offers for which the Company believes a market can be reasonably assessed.
The Company’s own estimates and internal market assessments used in the Prospectus have not been checked or
verified externally. The Company nevertheless assumes that its own market observations are reasonable.
However, they should be viewed with caution and may differ from estimates made by competitors of
Knorr-Bremse or from (future) studies conducted by market research institutes or other independent sources
(which may also use a different market definition, product-based split and/or methodology); see also
“1.1.29. — Risk Factors — Part of the information on our market and competitive position in the Prospectus has
not been independently verified and is based on assumptions that may prove to be inaccurate.” The Company
and the Underwriters give no warranty that estimates mentioned in the Prospectus are accurate and do not differ
materially from actual events.

Information contained on any website mentioned in the Prospectus, including the Group’s website or the
websites of any Group entity, is not incorporated by reference in the Prospectus and is not part of the Prospectus.
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2.5. Documents Available for Inspection

For as long as the Prospectus is valid, copies of the following documents are available for inspection during
regular business hours at the Company’s offices at Moosacher Str. 80, 80809 Munich, Germany:

(i) the Company’s articles of association (the “Articles of Association”);

(i1) the audited consolidated financial statements of Knorr-Bremse Aktiengesellschaft prepared in accordance
with the International Financial Reporting Standards, as adopted by the European Union (“IFRS”) and the
additional disclosure requirements of German commercial law pursuant to Section 315¢ (1) German
Commercial Code (Handelsgesetzbuch, “HGB”) as of and for the fiscal years ended December 31, 2017,
December 31, 2016 and December 31, 2015 (the “Audited Consolidated Financial Statements”);

(iii) the unaudited condensed consolidated interim financial statements of the Company as of and for the
six-month period ended June 30, 2018, including comparative figures for the six-month period ended
June 30, 2017 (the “Unaudited Condensed Consolidated Interim Financial Statements” and, together
with the Audited Consolidated Financial Statements, the “Consolidated Financial Statements™);

(iv) the audited unconsolidated financial statements of Knorr-Bremse Aktiengesellschaft prepared in accordance
with German generally accepted accounting principles (German GAAP) as of and for the fiscal year ended
December 31, 2017 (the “Audited Unconsolidated Financial Statements”); and

(v) the RB RV Report and the RB CV Report.

The Company’s future consolidated annual and interim financial statements will be available on the website of
the Company (https://ir.knorr-bremse.com), from the German Company Register (Unternehmensregister)
(www.unternehmensregister.de) and at the Company’s offices, Moosacher Str. 80, 80809 Munich, Germany.
Annual financial reports will also be published in the German Federal Gazette (Bundesanzeiger).

2.6. Note on Currency

The following table explains the denotation of currencies used in the Prospectus and in the Audited Consolidated
Financial Statements, the Unaudited Condensed Consolidated Interim Financial Statements and the Audited
Unconsolidated Financial Statements:

Symbol used Legal currency of

“EUR?”, “€” or “EUro” ........oouuuiiiiiiiieiiiiiiiiiiiiieeee e, the Eurozone, including Germany and Luxembourg

“USD” or “U.S. dollar” ...........cooiiiiieiiiiieiiieeiieeei the United States of America (“United States” or
“U.S.”)

“CHF” or “Swiss francs” .........ceeeeiiiiiireeiiiiiineereiiiineeeans Switzerland

“CNY” or “Chinese Renminbi” or “Chinese Yuan”........ China

“HUF” or “Hungarian Forint”.............ccccccciiiiinnnnnnen. Hungary

“CZK” or “Czech Koruna” .........cooeeeeeeiiiiiiiiiiiiinnnneen, Czech Republic

“GBP” or “British Pound” ............ccccoeveiiiiiiineeiiiiineees the U.K.

“INR” or “Indian RUpee”...........ccoevviieeiiiiiiiiiiiiiiiieeeeen, India

“JPY” or “Japanese Yen™ ........cccccoeeeeeeiiiiiiiiiiiiinnnnennn. Japan

“HKD” or “Hong Kong Dollar” ............cccevviiiiinnnnnnen. Hong Kong

“ZAR” or “South African Rand” ..............ccoeeeeeiiiiiinenns South Africa

“BRL” or “Brazilian Real” ............cccoooeeiiiiiineeiiiiiineenns Brazil

The abbreviation “t” preceding currency data stands for “thousand”, the abbreviation “m” stands for “million”
and the abbreviation “bn” stands for billion.
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The table below shows the annual average exchange rates as well as the closing rates of the foreign currencies
listed against the Euro for the periods listed and as used in the Prospectus and in the Audited Consolidated
Financial Statements. Since all subsidiaries of the Company conduct their financial, commercial and
organizational activities independently, their respective local currency is the functional currency. In accordance
with TAS 21, all items in the Consolidated Balance Sheet, except equity, are translated at the closing rate, while
expense and income items are generally translated at the rates applicable at the transaction date. Based on
materiality average rates are used. Equity is translated at historical rates. Any resulting translation differences are
recognized in a separate component of equity. Foreign exchange rate differences in comparison to the prior year
are also recognized in a separate component of equity, the foreign currency translation reserve.

Annual average exchange rate
for the twelve-month period
ended Closing rate as of

L December 31, December 31,
ocal currency amounts
to EUR 2017 2016 2015 2017 2016 2015
USD e 0.88097 0.90667 0.90606 | 0.83382 0.94868 0.91525
CNY e 0.13058 0.13661 0.14396 | 0.12813 0.13661 0.14102
HUF L 0.00323 0.00321 0.00323 | 0.00322 0.00322 0.00319
CZK o 0.03805 0.03698 0.03665 | 0.03916 0.03701 0.03700
GBP .o 1.14075 1.21976 1.38229 | 1.12710 1.16798 1.35503
INR Lo 0.01356 0.01346 0.01410 | 0.01305 0.01397 0.01379
TPY o 0.00786 0.00832 0,00749 | 0.00741 0.00810 0.00760
HEKD ..o 0.11303 0.11682 0.11688 | 0.10670 0.12232 0.11808
ZAR (oo 0.06679 0.06221 0.07080 | 0.06754 0.06917 0.05923
BRL ..o 0.27549 0.26327 0.27401 | 0.25171 0.29150 0.23480

Source: Indicated exchange rates based on data by Thomson Reuters according to country-specific specifications based on
the reference rates of the respective national banks

2.7. Note Regarding the Presentation of Certain Financial Information

The fiscal years ended December 31, 2017, December 31, 2016 and December 31, 2015 are also referred to in the
Prospectus as “fiscal year 2017” or “2017”, “fiscal year 2016” or “2016” and “fiscal year 2015 or “2015”,
respectively. The current fiscal year, which will end on December 31, 2018, is also referred to as “fiscal year
2018” or “2018”.

The Audited Consolidated Financial Statements were prepared by the Company in accordance with IFRS, as
adopted by the European Union and were audited in accordance with Section 317 HGB and German generally
accepted standards for the audit of financial statements (which are promulgated by the Institute of Public
Auditors in Germany (Institut der Wirtschaftspriifer)) by KPMG AG Wirtschaftspriifungsgesellschaft
(“KPMG”), Berlin, through its Munich branch, who issued an unqualified auditor’s report (uneingeschriinkter
Bestdtigungsvermerk) thereon. The Unaudited Condensed Consolidated Interim Financial Statements were
prepared by the Company in accordance with IFRS, as adopted by the European Union, for interim financial
reporting (IAS 34). The Audited Unconsolidated Financial Statements of the Company were prepared in
accordance with German generally accepted accounting principles (German GAAP). KPMG issued an
unqualified auditor’s report (uneingeschrdinkter Bestdtigungsvermerk) thereon. The aforementioned financial
statements are included in the “23. — Financial Information” section of the Prospectus beginning on page F-1.

Financial data in the Prospectus as of and for the fiscal years 2017, 2016 and 2015, (i) if presented as “audited”,
is taken from our Audited Consolidated Financial Statements and, (ii) if presented as “unaudited”, is either
derived from our Audited Consolidated Financial Statements, or taken or derived from our accounting records or
our management reporting. The selected financial and business information of the Group as of June 30, 2018, and
for the six-month periods ended June 30, 2018 and June 30, 2017 is taken or derived from our Unaudited
Condensed Consolidated Interim Financial Statements, or taken or derived from our accounting records or our
management reporting.

For information regarding the presentation of financial information contained in the Prospectus also see the
respective introductions to the sections headed “8. — Selected Financial and Business Information” and
“9. — Management’s Discussion and Analysis of Net Assets, Financial Position and Results of Operations”.

101



2.8. Non-IFRS Measures/Alternative Performance Measures

Throughout the Prospectus, we present financial measures and adjustments that are not presented in accordance
with IFRS or German GAAP, or any other internationally accepted accounting principles, (collectively, the
“Non-IFRS Measures”). We have defined each of the following Non-IFRS Measures as follows:

e “Aftermarket Sales” (secondary market) comprise all revenues of products and services (e.g., spare parts,
overhaul) not related to a new original equipment market business products and are based on data derived
from German GAAP data and may therefore deviate from and not be comparable to data based on IFRS
presented elsewhere in the Prospectus.

e “Aftermarket Sales Share” is calculated, on a group level, as the percentage of total revenues (based on
German GAAP data) and, on a segment level, as the percentage of revenues of the respective segment (based
on German GAAP data).

e “Capital Expenditures” are defined as payments made for the purchase of property, plant and equipment
and intangible assets.

e  “Cash Conversion Ratio” is defined as Free Cash Flow (as defined below) divided by net income/loss.

e “EBIT” is defined as net income/loss before taxes on income, other financial result, interest expenses, and
interest income.

e “EBIT-margin” is calculated, on a group level, as the percentage of revenues and, on a segment level, as the
percentage of revenues of the respective segment.

e “EBITDA” is defined as net income/loss before taxes on income, other financial result, interest expenses,
interest income, as well as depreciation and amortization.

e “EBITDA-margin” is calculated, on a group level, as the percentage of revenues and, on a segment level, as
the percentage of revenues of the respective segment.

o “Equity Ratio” is calculated as equity divided by equity and liabilities (balance sheet total).
e  “Free Cash Flow” is defined as cash flow from operating activities less Capital Expenditures.

e “Net Working Capital” is defined as the balance of inventories, trade accounts receivables, receivables
from construction contracts, trade accounts payables, liabilities from construction contracts and prepayments
received.

e “Net Financial Cash” is calculated by subtracting financial liabilities, consisting of current financial
liabilities and non-current financial liabilities (each consisting of liabilities to banks, bond liabilities and
lease liabilities), from cash and cash equivalents.

e  “Order Intake” is defined as total of received sales orders for a defined period. These sales orders are
recorded as Order Intake when legally binding documents/contracts which oblige the Group to deliver a
certain quantity in a defined time range to a defined price are in place.

e  “Order Book” is defined as all sales orders as recorded in Order Intake, which have not been delivered,
rejected or cancelled yet.

e “Return on Capital Employed” (ROCE) is defined as EBIT divided by capital employed (sum of property,
plant and equipment, intangible assets and Net Working Capital).

We present these Non-IFRS Measures as (i) they are used by our management to measure operating performance
and liquidity, including in presentations to the members of our executive board (Vorstand) (“Executive Board”)
and our supervisory board (‘“Supervisory Board”), and as a basis for strategic planning and forecasting, and
(ii) they represent similar measures that we believe are widely used by certain investors, securities analysts and
other parties as supplemental measures of operating and financial performance. These Non-IFRS Measures may
enhance management’s and investors’ understanding of our financial performance and liquidity by excluding
items that are outside of our ongoing operations, such as taxes on income, costs of capital and non-cash expenses.
For example, we believe that EBITDA is widely used by investors to measure our operating performance before
depreciation and amortization in particular because depreciation and amortization under IFRS can vary
substantially from company to company depending on the accounting methods, carrying amount of assets, and
capital structure or method by which assets were acquired and are therefore less comparable as a result.

However, these Non-IFRS Measures are not measures based on IFRS or any other internationally accepted
accounting principles, and should not be considered as an alternative to the historical financial results or other
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indicators of our performance based on IFRS measures. They should not be considered as alternatives to net
income or operating income as indicators of our performance, profitability or as alternatives to cash flows from
operating income as an indicator of our liquidity. The Non-IFRS Measures, as defined by us, may not be
comparable to similarly titled measures as presented by other companies due to differences in the way our
Non-IFRS Measures are calculated. Even though the Non-IFRS Measures are used by management to assess
ongoing operating performance and liquidity and these types of measures are commonly used by investors, they
have important limitations as analytical tools, and they should not be considered in isolation or as substitutes for
analysis of our results or cash flows as reported under IFRS.

2.9. Note Regarding Figures and Technical Terms

Some figures (including percentages) in the Prospectus have been rounded in accordance with commercial
rounding. In some instances, such rounded figures and percentages may not add up to 100% or to the totals or
subtotals contained in tables or stated elsewhere in the Prospectus. Furthermore, totals and subtotals in tables
may differ slightly from unrounded figures stated elsewhere in the Prospectus due to rounding off in accordance
with commercial rounding. Financial information presented in parentheses denotes the negative of such number
presented. A dash (“—7) indicates that no data was reported for a specific line item in the relevant fiscal year or
period, while a zero (“0”) is used when the pertinent figure, after rounding, amounts to nil. Negative figures are
presented either marked with a minus (“-*°) or in brackets.

A glossary of certain technical and financial terms and abbreviations used in the Prospectus is provided at the end
of the Prospectus under the heading “25. — Glossary”.
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3. THE OFFERING

3.1. Subject Matter of the Offering

The Offering consists of a total of up to 48,360,000 bearer shares with no par value (Stiickaktien) of the
Company, each such share with a notional value of EUR 1.00 in the share capital and full dividend rights as from
January 1, 2018, comprising:

e 35,043,479 Base Shares,

e 8,060,000 Additional Base Shares, with the number of shares to be actually placed with investors subject to
the exercise of the Upsize Option upon decision of the Selling Shareholder in consultation with the Joint
Global Coordinators on the date of pricing and

e upto 5,256,521 Over-Allotment Shares.

The Offering consists of an initial public offering in Germany and Luxembourg and private placements in certain
jurisdictions outside Germany and Luxembourg. In the United States, the Offer Shares will be offered and sold
only to Qualified Institutional Buyers as defined in Rule 144A under the Securities Act. Outside the United
States, the shares of the Company are being offered and sold only in offshore transactions pursuant to the
exemption from registration under Regulation S under the Securities Act.

The Offer Shares have not been and will not be registered under the Securities Act, or the securities laws of any
other jurisdiction of the United States and may not be offered, sold or otherwise transferred to or within the
United States, except pursuant to an exemption from, or in a transaction not subject to, the registration
requirements of the Securities Act and in compliance with any applicable securities laws of any state or other
jurisdiction in the United States.

The Company will not receive any proceeds from the Offering. The Selling Shareholder will receive the proceeds
resulting from the sale of the Base Shares, a potential sale of Additional Base Shares, if and to the extent the
Upsize Option is exercised, and from a potential sale of Over-Allotment Shares to the extent the Greenshoe
Option is exercised, but must pay a commission in connection thereto.

3.2. Selling Shareholder

Prior to completion of the Offering, the share capital of the Company is held by KB Holding GmbH,
Schlehdornstr. 3, 82031 Griinwald, Germany (94.99996%), and Ursus Vermogensverwaltungs GmbH (“Ursus”),
Schlehdornstr. 3, 82031 Griinwald, Germany (5.00004%). For an explanation on the shareholder structure of KB
Holding and Ursus see the section headed “15. — Shareholder Structure”. The Underwriters are offering
35,043,479 Base Shares and 8,060,000 Additional Base Shares subject to an Upsize Option from the holding of
the Selling Shareholder under the Offering. In addition, the Selling Shareholder has granted an option to the
Underwriters to borrow and acquire up to 5,256,521 further shares from KB Holding in connection with potential
sale of Over-Allotment Shares and the exercise of the Greenshoe Option, see “3.9. — Stabilization Measures,
Over-Allotments and Greenshoe Option”. Upon completion of the Offering, and assuming full placement of the
Base Shares, the full exercise of the Upsize Option and placement of the Additional Base Shares and full exercise
of the Greenshoe Option and placement of the Over-Allotment Shares, the Selling Shareholder will continue to
hold approximately 64.99996% of the Company’s share capital (while Ursus will continue to hold approximately
5.00004% of the Company’s share capital).

3.3. Price Range, Offer Period, Offer Price and Allotment

The price range within which purchase orders may be placed is from EUR 72.0 to EUR 87.0 per Offer Share (the
“Price Range”).

The Offering allows investors to submit purchase orders for the shares during the offer period which will
commence on October 1, 2018 and is expected to end on October 11, 2018 (the “Offer Period”). Retail investors
may submit purchase orders under the public offering in Germany and Luxembourg during the Offer Period at
the branch offices of the Underwriters. On the last day of the Offer Period, purchase orders may be submitted
(1) until 12:00 (Central European Summer Time) by retail investors and (ii) until 14:00 (Central European
Summer Time) by institutional investors. Purchase orders must be expressed in full euro amounts or increments
of 25, 50 or 75 Eurocents. Retail investors may place orders with more than one bank.

The Selling Shareholder reserves the right,— after consultation with the Company and the Joint Global
Coordinators, to reduce or increase the number of Offer Shares, to reduce or increase the upper/lower limits of
the Price Range and/or to extend or shorten the Offer Period. To the extent that the terms of the Offering are
changed, such change will be announced through electronic media, on the Company’s website
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(https://ir.knorr-bremse.com) and published, if required by the Regulation (EU) No 596/2014 of the European
Parliament and of the Council of April 16, 2014 on market abuse and/or the German Securities Prospectus Act
(Wertpapierprospektgesetz), as an ad hoc announcement via an electronic information system and on the
Company’s website, and/or as a supplement to the Prospectus. Investors who have submitted purchase orders will
not, however, be informed individually. Changes to the number of Offer Shares or the Price Range or extension
or shortening of the Offer Period will not invalidate purchase orders already submitted. Pursuant to the German
Securities Prospectus Act, investors who have submitted a purchase order before a supplement is published are
granted a period of two business days from publication of the supplement to withdraw their orders, provided that
the new circumstance or material mistake that makes a supplement necessary occurred prior to the final
expiration of the Offering and prior to the delivery of the shares. Instead of withdrawing the purchase orders
placed prior to the publication of the supplement, within two days of publication of the supplement, the investor
may change such orders or submit new limited or unlimited orders. Under certain conditions, the Joint Global
Coordinators acting on behalf of the Underwriters may terminate the underwriting agreement regarding the offer
and sale of the Offer Shares in connection with the Offering, entered into among the Company, the Selling
Shareholder, Ursus and the Underwriters on September 28, 2018 (the “Underwriting Agreement”), even after
commencement of trading (Aufnahme des Handels) of the Company’s shares on the regulated market (regulierter
Markt) of the Frankfurt Stock Exchange (Frankfurter Wertpapierborse) (see “20.4. — Underwriting —
Termination/Indemnification”).

KB Holding, after consultation with the Joint Global Coordinators, will decide if and to what extent the Upsize
Option is exercised depending on market demand and using the order book prepared during the bookbuilding
process. KB Holding may sell up to 8,060,000 Additional Base Shares.

Once the Offer Period has expired, the final number of Offer Shares and the final offer price (the “Offer Price”)
will be determined by the Selling Shareholder after consultation with the Company and the Joint Global
Coordinators. The Offer Price will be set on the basis of the purchase orders submitted by investors during the
Offer Period that have been collated in the order book during the bookbuilding process. This procedure is
expected to take place on or about October 11, 2018. Consideration will be given to whether the Offer Price and
the number of shares to be placed allow for the reasonable expectation that the share price will demonstrate
steady performance in the secondary market given the demand for the Company’s shares noted in the order book
during the book building process. Attention will be paid not only to the prices offered by investors and the
number of investors wanting shares at a particular price but also to the composition of the group of shareholders
in the Company that would result at a given price (so-called investor mix) and expected investor behavior. For
further information regarding allotment criteria see “3.5. — Allotment Criteria”. The Company and the Selling
Shareholder will not charge investors any expenses or taxes incurred in connection with the Offering. Particularly
if the placement volume proves insufficient to satisfy all orders placed at the Offer Price, the Underwriters
reserve the right to reject orders, or to accept them in part only.

The final number of Offer Shares and the Offer Price are expected to be published on or about October 11, 2018
by means of an ad hoc announcement in various media distributed across the entire European Economic Area
(Medienbiindel) and on the Company’s website (https://ir.knorr-bremse.com). Investors who have placed
purchase orders with one of the Underwriters can obtain information from that Underwriter about the Offer Price
and the number of Offer Shares allotted to them, at the earliest, on the first bank business day following the
pricing. Trading in the Company’s shares may commence before investors have received notice of the number of
Offer Shares allotted to them. Book-entry delivery of the allotted Offer Shares against payment of the Offer Price
is expected to occur on October 16, 2018. Investors are free to withdraw their offers to purchase until the end of
the Offer Period. After the Offer Price has been set, the Offer Shares will be allotted to investors on the basis of
the offers to purchase then available. Until (and including) October 16, 2018, the Underwriting Agreement may
be terminated by the Underwriters. In the case of a termination of the Underwriting Agreement, the Offering will
not take place, allocations of Offer Shares to investors will become ineffective, and investors have no claim
regarding the delivery of the Offer Shares.

34. Expected Timetable for the Offering
The anticipated timetable for the Offering, which is subject to extension or shortening, is as follows:

September 28, 2018 ......coovieieiiiiiiiiiin. Approval of the Prospectus by the German Federal Financial
Supervisory Authority (Bundesanstalt Siir
Finanzdienstleistungsaufsicht) (“BaFin”)

Publication of the approved Prospectus on the Company’s website
(https://ir.knorr-bremse.com)
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Notification of the approved prospectus to the Luxembourg
Comission for the Supervision of the Financing Sector (Comission de
Surveillance du Secteur Financier)

October 1, 2018 ...ivieiiiiiiiiiiieieinn, Commencement of the Offer Period

Application for listing filed with the Frankfurt Stock Exchange
(Frankfurter ~ Wertpapierborse) and simultaneously, to the
sub-segment thereof with additional post-admission obligations
(Prime Standard)

October 11,2018 ...ccuuviiiiiiiiieeiiiiieeeeee Close of the Offer Period for retail investors at 12:00 (Central
European Summer Time) and for institutional investors at 14:00
(Central European Summer Time)

Determination of the Offer Price and allotment of the final number of
Offer Shares; publication of Offer Price and number of Offer Shares
placed as an ad hoc announcement in various media distributed across
the entire European Economic Area (Medienbiindel) and on the
Company’s website (https://ir knorr-bremse.com)

Publication of the results of the Offering in the form of an ad hoc
announcement on an electronic information dissemination system and
on the Company’s website (https://ir.knorr-bremse.com)

October 11,2018 ...ccuuviiiiiiiiiieiiiieeee, Listing approval issued by the Frankfurt Stock Exchange (Frankfurter
Wertpapierborse)

Publication of the listing approval issued by the Frankfurt Stock
Exchange (Frankfurter Wertpapierborse)

October 12,2018 ...ccuuieeiiiiiieeeiiiieeeeee First day of trading of the Company’s shares on the Frankfurt Stock
Exchange (Frankfurter Wertpapierborse)

October 16, 2018.....ccevveeieieiiiiieiiinnnnnnnn. Book-entry delivery of the Offer Shares against payment of the Offer
Price

The Prospectus will be published on the Company’s website at https://ir knorr-bremse.com after approval by the
BaFin on September 28, 2018. In addition, upon publication a copy of the printed Prospectus and any
supplement(s) thereto will be available free of charge during regular business hours at the offices of the
Company, Moosacher Str. 80, 80809 Munich, Germany.

3.5. Allotment Criteria

The allotment of shares to retail investors and institutional investors will be decided by the Selling Shareholder
after consultation with the Company and the Joint Global Coordinators. The ultimate decision rests with the
Company and the Selling Shareholder. Allotments will be made on the basis of the quality of the individual
orders and — in the case of institutional investors — the quality of the individual investors, as well as other
important allotment criteria, for example the timing of the order, to be determined after consultation with the
Joint Global Coordinators. The Company, the Selling Shareholder and the Underwriters will adhere to the
“Principles for the Allotment of Share Issues to Private Investors” (Grundsdtze fiir die Zuteilung von
Aktienemissionen an Privatanleger) issued on June 7, 2000 by the German Commission of Stock Exchange
Experts (Borsensachverstindigenkommission) of the German Federal Ministry of Finance (Bundesministerium
der Finanzen). “Qualified Investors” (qualifizierte Anleger) pursuant to the German Securities Prospectus Act
(Wertpapierprospektgesetz) are not viewed as “private investors” within the meaning of the allotment rules. The
details of the allotment procedure will be stipulated after expiration of the Offer Period and published in
accordance with the allotment principles.

3.6. Preferential Allocation

As part of the Offering, KB Holding will offer Offer Shares to the members of the Executive Board on a
preferential basis at the Offer Price and the members of the Executive Board have committed to acquire such
number of shares. (see also “17.2.3.6 — Governing Bodies —Share Ownership”). Such preferential allocation
comprises Offer Shares with an aggregate value of EUR 3.15 million. The members of the Executive Board have
committed not to sell without the prior written consent of the Company any Offer Shares or to enter into certain
other transactions regarding the Offer Shares acquired as part of the Offering for a minimum period of six
months beginning at the first day of trading of the Company’s shares on the Frankfurt Stock Exchange
(Frankfurter Wertpapierborse).
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3.7. Stock Exchange Admission and Commencement of Trading

The Company expects to apply on or about October 1, 2018 for admission of its existing shares (which includes
the Offer Shares) to trading on the regulated market segment (regulierter Markt) of the Frankfurt Stock
Exchange (Frankfurter Wertpapierborse) and, simultaneously, on the sub-segment thereof with additional
post-admission obligations (Prime Standard).

The decision on the admission of the existing shares of the Company is expected to be announced on October 11,
2018. The decision on the admission of the Company’s shares to trading will be made solely by the Frankfurt
Stock Exchange (Frankfurter Wertpapierborse) at its discretion. Trading of the shares of the Company on the
Frankfurt Stock Exchange (Frankfurter Wertpapierborse) is expected to commence on October 12, 2018.

3.8. Delivery and Payment

The delivery of the Offer Shares against payment of the Offer Price and customary security commissions
(Effektenprovision) is expected to take place two banking days (i.e., days on which commercial banks are open in
Frankfurt/Main for regular banking business) after listing commences, i.e., on or about October 16, 2018. The
Offer Shares will be made available to shareholders in book-entry form (as co-ownership interests in the global
share certificate.

At their discretion, investors may choose to have shares they acquire in the Offering credited to the securities
account of a German bank held for their account at Clearstream Banking Aktiengesellschaft, Mergenthalerallee
61, 65760 Eschborn, Germany (“Clearstream Banking AG”), or to the securities account of a participant in
Euroclear Bank S.A./N.V., 1, Boulevard Roi Albert II, 1120 Brussels, Belgium, as the operator of the Euroclear
system, or to Clearstream Banking S.A., 42 Avenue JF Kennedy, 1855 Luxembourg, Luxembourg.

Deutsche Bank AG, Mainzer Landstrasse 11-17, 60329 Frankfurt am Main, Germany will act as settlement
agent.

3.9. Stabilization Measures, Over-Allotments and Greenshoe Option

In connection with the placement of the Offer Shares, Deutsche Bank or persons acting on its behalf will act as
stabilization manager and may, acting in accordance with legal requirements such as EU Regulation (EU)
No. 596/2014 of April 16, 2014 (Market Abuse Regulation) in conjunction with the regulatory technical
standards issued, make over-allotments and take stabilization measures to support the market price of the shares
of the Company and thereby counteract any selling pressure. Deutsche Bank shall act as central point responsible
as set forth in Article 6(5) of the Commission Delegated Regulation (EU) 2016/1052 of March 8, 2016 and shall
assume responsibility for the public disclosure requirements and for handling any request from any competent
authorities referred to in such regulation.

The stabilization manager is under no obligation to take any stabilization measures. Therefore, no assurance can
be provided that any stabilization measures will be taken. Where stabilization measures are taken, these may be
terminated at any time without notice. Such measures may be taken from the date of the commencement of
trading of the shares of the Company on the regulated market of the Frankfurt Stock Exchange (Frankfurter
Wertpapierborse) — expected to be October 12, 2018 — and must be terminated no later than 30 calendar days
after such date (the “Stabilization Period”). The stabilization manager may undertake stabilization measures on
the Frankfurt Stock Exchange (Frankfurter Wertpapierborse).

These measures may result in a market price for shares of the Company that is higher than it would otherwise
have been. Moreover, the market price may, temporarily, be at an unsustainable level. Stabilization measures
shall not be executed above the Offer Price.

Under the possible stabilization measures, investors may, in addition to the Base Shares, be allotted up to
5,256,521 additional shares in the Company as part of the allotment of the shares to be placed (“Over-
Allotment”). In connection with potential Over-Allotments, Deutsche Bank will be provided for the account of
the Underwriters in the form of a securities loan (Wertpapierdarlehen) with up to 5,256,521 shares in the
Company from the holdings of KB Holding; this number of shares will not exceed 15% of the number of Base
Shares. In connection with potential Over-Allotments, KB Holding will grant the Underwriters an option to
acquire the borrowed shares against payment of the Offer Price less agreed commissions (“Greenshoe Option”,
and any such Over-Allotment Shares purchased upon exercise of the Greenshoe Option, the “Greenshoe
Shares”). The Greenshoe Option may be exercised at maximum to the extent that shares of the Company have
been placed by way of Over-Allotments. The Greenshoe Option shall be exercisable by Deutsche Bank acting as
stabilization manager and will terminate 30 calendar days after commencement of the stock exchange trading of
the shares.

Within one week following the end of the Stabilization Period, an announcement will be published by Deutsche
Bank via various media outlets distributed across the entire European Economic Area (Medienbiindel) as to
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(i) whether stabilization measures were undertaken, (ii) the date on which stabilization started and when it last
occurred, (iii) the price range within which stabilization transactions were carried out; the latter will be made
known for each date on which a price stabilization transaction was carried out, and (iv) the trading venues on
which stabilization transactions were carried out, where applicable. Exercise of the Greenshoe Option, the timing
of its exercise and the number and type of shares concerned will also be announced promptly in the manner
previously stated.

The stabilization manager must record each stabilization order and transaction pursuant to applicable regulations.
In addition, details of all stabilization transactions must be reported to the competent authorities of each trading
venue on which the securities are admitted to trading or traded, as well as the competent authority of each trading
venue where transactions in associated instruments for the stabilization of securities are carried out, if any.

3.10. Lock-Up Agreements
3.10.1. Lock-Up of the Company

In the Underwriting Agreement, the Company has committed to an obligation vis-a-vis the Underwriters that
during the period commencing on the date of the Underwriting Agreement and ending six months after the first
day of trading of the shares of the Company on the Frankfurt Stock Exchange (Frankfurter Wertpapierborse),
without the prior written consent of the Joint Global Coordinators, which consent may not be unreasonably
withheld or delayed, the Company, its Executive Board or its Supervisory Board, will not and will not agree to:

(a) announce or effect an increase of the share capital of the Company out of authorized share capital; or

(b) submit a proposal for a capital increase to any shareholders’ meeting for resolution (other than in respect of
the creation of authorized and conditional capital); or

(c) announce to issue, effect or submit a proposal for the issuance of any securities convertible into shares of
the Company or with option rights for shares of the Company; or

(d) enter into a transaction or perform any action economically similar to those described in (a) through (c)
above.

The Company may, however, (i) issue or sell shares or other securities to employees and members of executive
bodies of the Company or its subsidiaries under management and employee participation plans and (ii) undertake
any corporate action for purposes of entering into joint ventures, other forms of cooperations or acquisitions,
provided that the respective other party assumes towards the Underwriters the obligation to comply with the
restrictions on the disposal of shares to which the Selling Shareholder and Ursus are subject
(see “3.10.2. — Lock-Up of the Selling Shareholders and Ursus™).

3.10.2. Lock-Up of the Selling Shareholder and Ursus

In the Underwriting Agreement, the Selling Shareholder and Ursus have inter alia, committed to an obligation
vis-a-vis the Underwriters, without the prior written consent of the Joint Global Coordinators, which consent may
not be unreasonably withheld or delayed until six months after the first day of trading of the shares of the
Company on the Frankfurt Stock Exchange (Frankfurter Wertpapierborse) that they will not, and will not agree
to:

(a) offer, pledge, allot, sell, contract to sell, sell any option or contract to purchase, purchase any option to sell,
grant any option, right or warrant to purchase, or otherwise transfer or dispose of, directly or indirectly, any
shares of the Company held by the Selling Shareholder, Ursus or any of their affiliated companies (other
than the Company and its subsidiaries) (such shares of the Company held by the Selling Shareholder, Ursus
or their respective affiliated companies are referred herein as “Lock-up Shares”);

(b) enter into any swap or other arrangement that transfers to another, in whole or in part, the economic risk of
ownership of Lock-up Shares, whether any such transaction described in this subsection (b) or in the
subsection (a) above is to be settled by delivery of Lock-up Shares or such other securities, in cash or
otherwise;

(c) make any demand for, or exercise any right with respect to, the registration under U.S. securities laws of any
shares of the Company or any security convertible into or exercisable or exchangeable for shares of the
Company;

(d) propose any increase in the share capital of the Company (including by requesting the Company’s Executive
Board to convene a general shareholders’ meeting or otherwise), vote in favor of any proposed capital
increase or otherwise make, support or vote in favor of any proposal for the issuance of any securities
convertible into shares of the Company, with option rights for shares of the Company (it being understood
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that this subsection (d) shall not restrict a vote by the Selling Shareholder or Ursus in favor of any proposal
to create authorized capital (genehmigtes Kapital) or conditional capital (bedingtes Kapital); or

(e) enter into a transaction or perform any action economically similar to those described in (a) through (d)
above.

The restrictions under (a), (b) and (e) above (with respect to (e) to the extent referring to (a) and (b) above) shall
not apply to transactions involving Lock-up Shares which are entered into and settled off-exchange
(auferborslich) and where the relevant counterparty to the Selling Shareholder or Ursus agrees to be bound by an
identical lock-up commitment to the Joint Global Coordinators from the time of the relevant transaction for the
then-remaining term of the lock-up commitment.

3.10.3. Lock-up of the members of the Executive Board

The members of the Executive Board have commited towards the Company not to sell without the prior written
consent of the Company any Offer Shares or to enter into certain other transactions regarding the Offer Shares
they will acquire from KB Holding on the basis of a preferred allocation for a minimum period of six months
beginning at the first day of trading of the Company’s shares on the Frankfurt Stock Exchange (Frankfurter
Wertpapierborse) (for more information, see “3.6 — Preferential Allocation” and “17.2.3.6. — Governing Bodies
— Share Ownership™).

3.11. Designated Sponsors

Deutsche Bank, Mainzer Landstrae 11-17, 60329 Frankfurt am Main, Germany, J.P. Morgan, 25 Bank Street,
Canary Wharf, London, E14 5JP, U.K. and Morgan Stanley, 25 Cabot Square, Canary Wharf, London, E14 4QA,
U.K. have agreed to assume the function of a designated sponsor (either itself or through one of its affiliates) of
the Company’s shares traded on the Frankfurt Stock Exchange (Frankfurter Wertpapierborse) for a period of two
years. Pursuant to the designated sponsors’ agreement entered into by the Company, on the one hand, and
Deutsche Bank, J.P. Morgan and Morgan Stanley, on the other hand, the designated sponsors will, among other
things, place limited buy and sell orders for shares of the Company in the electronic trading system of the
Frankfurt Stock Exchange (Frankfurter Wertpapierborse) during regular trading hours. This is intended to
achieve greater liquidity in the market for the shares. In accordance with Sections 76 and 77 Exchange Rules
(Borsenordnung) for the Frankfurt Stock Exchange (Frankfurter Wertpapierborse), the designated sponsors’
agreement stipulates the duties and responsibilities of the designated sponsors. Among other things, the
designated sponsors shall be available during trading hours and, upon receipt of a request for a quote, shall
promptly supply quotes and enter into transactions on such basis. In addition, the designated sponsors shall
provide quotes throughout the auction.

3.12. Information on the Offer Shares

The Offer Shares carry the same rights as all other shares of the Company and confer no additional rights or
benefits. All shares of the Company, including the Offer Shares, are subject to and governed by German
corporate law.

3.12.1. Participation in Registered Capital

All shares of the Company, including the Offer Shares, are bearer shares with no par value (Stiickaktien), each
representing a notional value of EUR 1.00 in the Company’s share capital.

3.12.2. Voting Rights

Each of the Offer Shares entitles the shareholder to one vote at the general shareholders’ meeting of the
Company. There are no restrictions on voting rights. Voting rights are the same for all of the Company’s
shareholders, including the shares held by the Selling Shareholder and Ursus.

3.12.3. Dividend Rights and Share in Liquidation Proceeds

The Offer Shares carry the same dividend rights as the other existing shares of the Company, as from January 1,
2018, i.e., for the full fiscal year 2018 and for all subsequent fiscal years. In the event of the Company’s
liquidation, the Company’s assets remaining after satisfaction of all liabilities of the Company will be distributed
to the shareholders in proportion to their interest in the Company’s share capital.

3.12.4. Form and Representation of the Shares

The current Articles of Association of the Company provide for all shares in the Company to be issued as bearer
shares with no par value (Stiickaktien). All the shares of the Company are or will be represented by one or several
global share certificates which will be deposited with Clearstream Banking AG following the approval of the
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Prospectus. Section 5(3) of the Company’s current Articles of Association stipulates that the shareholders’ right
to receive definitive share certificates for their respective shares shall be excluded to the extent legally
permissible and unless the issuance of share certificates is required under the rules applying to a stock exchange
to which the shares are admitted to trading. The form of the share certificates, dividend coupons and renewal
coupons is determined by the Company’s Executive Board.

3.12.5. Preferential Rights in Capital Increases

In the event of a capital increase against contribution in cash, the existing shareholders have a preferential right
to subscribe for the new shares, pro rata to the portion of the share capital represented by the shares they held
prior to the offering of new shares. The Company’s general shareholders’ meeting may, however, subject to
certain conditions, exclude subscription rights in whole or in part when resolving upon a capital increase or an
authorized capital. With respect to the company’s authorized share capital of EUR 161,200,000, the Executive
Board is authorized to exclude subscription rights pursuant to Section 6 (3). For further details see “/6.9.
Information on the Share Capital of the Company and Applicable Regulations — General Provisions Governing
Share Capital Increases and Decreases”.

3.13.  ISIN, WKN, Common Code and Trading Symbol

International Securities Identification Number (ISIN) .........coooeiiiiiiiniiiiiiiiieeeee e, DEOOOKBX1006
German Securities Code (Wertpapier-Kenn-Nummer) (WKN)...........ccoviiiiiiiiinniinnnna. KBX100
ComMMON COAE ...ttt e e e ettt e e e e 186559398
Trading Symbol ........ooiii e KBX

3.14.  Transferability of the Shares

The Company’s shares are freely transferable in accordance with the legal requirements applicable to bearer
shares. Except for the restrictions set forth in “3.6. — Preferential Allocation”, “3.10. — Lock-Up Agreements”
and “20.5. — Underwriting — Selling Restrictions”, there are no prohibitions on disposals or restrictions with
respect to the transferability of the Company’s shares. See also “16.2. — Information on the Share Capital of the
Company and Applicable Regulations — Certification and Transferability of the Shares”.

3.15. Interests of Parties Participating in the Offering

In connection with the Offering and stock exchange listing of the Company’s shares, the Underwriters have a
contractual relationship with the Company, the Selling Shareholder and Ursus. Deutsche Bank, J.P. Morgan and
Morgan Stanley are advising the Company on the transaction as joint global coordinators and joint bookrunners
and are therefore coordinating the structure and execution of the transaction. The Underwriters will receive a
commission upon successful completion of the transaction, and the amount of such commission is dependent on
the size of the Offering and the Offer Price. The Underwriters therefore have an interest that as many shares as
possible are placed at the highest price possible. In addition, Deutsche Bank, J.P. Morgan and Morgan Stanley or
one of their affiliates have been appointed as designated sponsors for the Company’s shares and
COMMERZBANK has been appointed as paying agent subject to separate agreements.

Some of the Underwriters or their affiliates have, and may in the future continue to have, from time to time,
business relations with us or the Selling Shareholder (including lending activities) or may perform services for us or
any of the Selling Shareholder in the ordinary course of business for which they have received or may receive
customary fees and commissions. Furthermore, in connection with the Offering, each of the Underwriters and any
of their respective affiliates, acting as an investor for its own account, may take up shares and in that capacity may
retain, purchase or sell for its own account such securities and any shares or related investments and may offer or
sell such shares or other investments otherwise than in connection with the Offering. Accordingly, references in the
Prospectus to shares being offered or placed should be read as including any offering or placement of shares to any
of the Underwriters or any of their respective affiliates acting in such capacity. In addition, certain of the
Underwriters or their affiliates may enter into financing arrangements (including swaps) with investors in
connection with which such Underwriters (or their affiliates) may from time to time acquire, hold or dispose of
shares of the Company. None of the Underwriters intends to disclose the extent of any such investment or
transactions otherwise than in accordance with any legal or regulatory obligation to do so.

The Selling Shareholder will receive the proceeds resulting from the Offering. Consequently, the Selling
Shareholder has an interest in the success of the Offering on the best possible terms.

As of the date of the Prospectus, the Selling Shareholder holds 94.99996% of the existing shares of the Company
and as such has an influence on the decisions which the Company will take with respect to the Offering. The
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Selling Shareholder will receive the proceeds resulting from the Offering. Consequently, the Selling Shareholder
has an interest in the success of the Offering on the best possible terms. With respect to direct and indirect
shareholdings in the Company (also relating to future shareholdings) see “15. — Shareholder Structure”. Further,
the members of the Executive Board, Mr. Deller, Mr. Heuwing and Dr. Laier will receive a one-time incentive on
the condition that the envisaged IPO has taken place during their respective term of office. For more information,
see “17.2.3.2.3. — Governing Bodies — IPO Bonus”.

3.16.  MiFID II Product Governance Requirements

Solely for the purposes of the product governance requirements contained within: (a) EU Directive 2014/65/EU
on markets in financial instruments, as amended (“MiFID II”); (b) Articles 9 and 10 of Commission Delegated
Directive (EU) 2017/593 supplementing MiFID II; and (c) local implementing measures (together, the “MiFID
IT Product Governance Requirements”), and without assuming any responsibility or liability, whether arising
in tort, contract or otherwise, which any “manufacturer” (for the purposes of the MiFID II Product Governance
Requirements) may otherwise have with respect thereto, the Offer Shares have been subject to a product approval
process, which has determined that such Offer Shares are: (i) compatible with an end target market of retail
investors and investors who meet the criteria of professional clients and eligible counterparties, each as defined
in MiFID II; and (ii) eligible for distribution through all distribution channels as are permitted by MiFID II (the
“Target Market Assessment”). Notwithstanding the Target Market Assessment, distributors (within the
meaning of the MiFID II Product Governance Requirements) should note that: the price of the Offer Shares may
decline and investors could lose all or part of their investment; the Offer Shares offer no guaranteed income and
no capital protection; and an investment in the Offer Shares is compatible only with investors who do not need a
guaranteed income or capital protection, and who have at least informed knowledge and experience with
financial instruments and (either alone or in conjunction with an appropriate financial or other adviser) are
capable of evaluating the merits and risks of such an investment and who have sufficient resources to be able to
bear any losses that may result therefrom. Investors are those seeking for either growth, income of and/or
hedging with their investment and in doubt should have a long term investment horizon. The Target Market
Assessment is without prejudice to the requirements of any contractual, legal or regulatory selling restrictions in
relation to the Offering. Furthermore, it is noted that, notwithstanding the Target Market Assessment, the Joint
Bookrunners will only procure investors who meet the criteria of professional clients and eligible counterparties
in the private placement parts of the Offering. For the avoidance of doubt, the Target Market Assessment does
not constitute: (a) an assessment of suitability or appropriateness for the purposes of MiFID II; or (b) a
recommendation to any investor or group of investors to invest in, or purchase, or take any other action
whatsoever with respect to the Offer Shares. Each distributor is responsible for undertaking its own target market
assessment in respect of the Offer Shares and determining appropriate distribution channels.
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4. PROCEEDS AND COSTS OF THE OFFERING AND THE LISTING;
REASONS FOR THE OFFERING AND THE LISTING

4.1. Proceeds and Costs of the Offering and the Listing
The Company will not receive any proceeds from the Offering.

The Selling Shareholder will receive the proceeds resulting from the sale of the Base Shares and a potential sale
of Additional Base Shares, if and to the extent that the Upsize Option is exercised and the Additional Base Shares
are placed, and the proceeds resulting from a potential sale of Over-Allotment Shares if and to the extent the
Greenshoe Option is exercised. If the Upsize Option is exercised in full and the maximum number of Additional
Base Shares is placed, the Selling Shareholder would sell additional 8,060,000 Offer Shares and will receive the
proceeds from the sale of such shares.

The amount of the proceeds of the Offering as well as the costs related to the Offering depend, inter alia, on the
Offer Price, which determines the Underwriters’ commissions, and on the number of shares that will be placed in
the Offering.

The overall costs for the Offering are estimated to be approximately EUR 68.2 million at the low end,
EUR 73.7 million at the mid-point and EUR 79.1 million at the high end of the Price Range (assuming placement
of the maximum number of Base Shares, the full exercise of the Upsize Option and placement of the maximum
number of Additional Base Shares and Over-Allotment Shares and full exercise of the Greenshoe Option), which
includes the Underwriters’ commissions and assuming full payment of the discretionary fee. These costs will be
borne by the Selling Shareholder.

The Company estimates that at the low end, mid-point and high end of the Price Range, gross proceeds to the
Selling Shareholder (assuming placement of the maximum number of Base Shares, the full exercise of the Upsize
Option and placement of the maximum number of Additional Base Shares and Over-Allotment Shares and full
exercise of the Greenshoe Option) would amount to approximately EUR 3,481.9 million (low end),
EUR 3,844.6 million (mid-point) and EUR 4,207.3 million (high end), respectively.

Assuming an Offer Price at the low end, mid-point and high end of the Price Range, that the maximum number
of Base Shares is placed, the full exercise of the Upsize Option and placement of the maximum number of
Additional Base Shares and Over-Allotment Shares and full exercise of the Greenshoe Option, and assuming
further payment in full of the discretionary fee of up to approximately EUR 17.4 million (low end),
EUR 19.2 million (mid-point) and EUR 21.0 million (high end), respectively, the commission payable to the
Underwriters will amount to approximately EUR 52.2 million, EUR 57.7 million and EUR 63.1 million,
respectively.

Assuming that the maximum number of Base Shares is placed, the full exercise of the Upsize Option and
placement of the maximum number of Additional Base Shares and Over-Allotment Shares and full exercise of
the Greenshoe Option, the Company estimates that at the low end, mid-point and high end of the Price Range, net
proceeds for the Selling Shareholder would amount to EUR 3,413.7 million, EUR 3,771.0 million and
EUR 4,128.2 million, respectively.

Investors will not be charged with expenses by the Company, the Selling Shareholder or the Underwriters in
connection with their role as underwriters. Investors may, however, have to bear customary transaction and
handling fees charged by their account-keeping financial institution.

4.2 Reasons for the Offering and the Listing

As of the date of the Prospectus, the Selling Shareholder and Ursus hold, on aggregate, 100% of the registered
share capital of the Company. The Selling Shareholder intends to sell up to 30.0% of its interest in the share
capital of the Company in the context of the Offering (assuming placement of the maximum number of Base
Shares, the full exercise of the Upsize Option and placement of the maximum number of Additional Base Shares
and Over-Allotment Shares and full exercise of the Greenshoe Option).

With the planned listing of its shares on the regulated market segment of the Frankfurt Stock Exchange
(Frankfurter Wertpapierborse) and, simultaneously, on the sub-segment thereof with additional post-admission
obligations (Prime Standard), the Company intends to secure its long-term successful development. Being a
listed company will increase its strategic and financial flexibility. Access to the capital markets may enable the
Company to focus continuously on profitable growth and cash flow. Further, the expectations of the capital
markets towards the Company fit Knorr-Bremse’s performance culture.

The Selling Shareholder will offer the Base Shares and the Additional Base Shares and Over-Allotment Shares to
partially divest its shareholding in the Company. With the separation between ownership, supervision and
management arising from the Company’s obligations as a listed company, the Company has set up effective
corporate governance.

The Company will not receive any proceeds from the Offering.
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5. DIVIDEND POLICY
5.1. General Rules on Allocation of Profits and Dividend Payments

Shareholders have a share in the Company’s distributable profits determined in proportion to their interest in the
Company’s share capital. The participation of new shares in the profits may be determined in a different manner.

Distributions of dividends on shares for a given fiscal year are generally determined by a process in which the
Executive Board and the Supervisory Board submit a proposal for the distribution of dividends to the annual
general shareholders’ meeting held within the first eight months of the subsequent fiscal year. The general
shareholders’ meeting then adopts a resolution on such distribution with simple majority of the votes cast without
being bound by the proposal of the Executive Board and the Supervisory Board. Pursuant to German law,
dividends can only be resolved upon and paid if the unconsolidated financial statements of the Company show
distributable profits (Bilanzgewinn). Compared to the Company’s consolidated financial statements, which are
prepared in accordance with IFRS and the additional requirements of German commercial law pursuant to
Section 315¢ German Commercial Code (Handelsgesetzbuch), the annual financial statements are prepared in
accordance with the accounting principles of the German Commercial Code and other applicable German law.
These accounting regulations differ from IFRS in material respects. The unconsolidated financial statements of
the Company are prepared by the Executive Board and approved by the Supervisory Board unless the Executive
Board and the Supervisory Board refer the approval to the general shareholders’ meeting. In determining the
distributable profits, the profit or loss for the fiscal year is adjusted for profits or losses carried forward from
previous fiscal years as well as for withdrawals from and transfers to reserves. Certain reserves must be formed
by law and must be deducted when calculating the distributable profits. Subject to certain statutory restrictions,
the general shareholders” meeting is entitled to transfer additional amounts to the reserves or carry them forward.
Pursuant to the Company’s Articles of Association and subject to applicable statutory law, the general
shareholders’ meeting may resolve to pay dividends in kind (Sachdividende) in accordance with Section 58(5)
German Stock Corporation Act (Aktiengesetz) in addition to or in lieu of a cash distribution. If the Executive
Board and the Supervisory Board approve the unconsolidated financial statements, they may, pursuant to
Section 58(2) German Stock Corporation Act, transfer 50% of the profit for the fiscal year remaining after
deducting any transfers to statutory reserves and any losses carried forward to non-statutory reserves.

Dividends resolved by the general shareholders’ meeting are due and payable immediately after the relevant
general shareholders’ meeting, unless otherwise provided in the dividend resolution, in compliance with the rules
of the respective clearing system. Pursuant to German law, the right to dividend payments is generally
time-barred after three years for the benefit of the Company.

The Offer Shares will be entitled to profit participation beginning January 1, 2018, i.e., for the full fiscal year
2018 and for all subsequent fiscal years. The dividends will be paid out in accordance with the rules of the
clearing system of Clearstream Banking AG. Details on dividend payments and the respective payment agent
will be published in the German Federal Gazette (Bundesanzeiger) after the general shareholders’ meeting.
Neither German law nor the Company’s Articles of Association provide for a special procedure for the exercise
of dividend rights by shareholders not resident in Germany.

Generally, withholding tax (Kapitalertragsteuer) is withheld from dividends paid. For more information on the
taxation of dividends see “21.2.1. — Taxation in Germany — Taxation of Dividends”.

5.2. Dividend Policy and Earnings per Share

The Company has paid dividends in the past and intends to continue to pay dividends as from the fiscal year
2019, i.e., for the fiscal year 2018 onwards, and aims, provided that the business performance remains stable, to
distribute an annual dividend within the range of 40% to 50% of the Group’s consolidated net income according
to IFRS. However, the decision on whether and in what amount dividends are to be distributed will depend on a
series of factors, including the level of distributable profits for the year, the investment policy and the financing
needs of the Company at the time. As the Company partially conducts its operating business through its
subsidiaries and affiliates, its ability to pay dividends depends substantially on its operating subsidiaries and
affiliates making profits and distributing these to the Company or transferring them to the Company via existing
profit/loss transfer agreements. Furthermore, it cannot be excluded that under any future financing agreements,
the Company will not be restricted by future customary covenants regarding dividend distributions.

The Company can make no predictions as to the size of any future profits available for distribution, and hence the
Company cannot guarantee that dividends will be paid in the future. In addition, KB Holding may, on the basis of
its remaining interest in the Company’s share capital and upon completion of the Offering, determine the
Company’s dividend policy (see “1.3.1. — Risk Factors — KB Holding GmbH, which is controlled by Mr. Heinz
Hermann Thiele, will continue to exercise substantial influence over the Company following the completion of
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the Offering and the interests of KB Holding GmbH and Mr. Heinz Hermann Thiele might conflict with the
interests of other shareholders.”).

The table below shows our net results for the period and our corresponding net results for the period per share for
the fiscal years 2017, 2016 and 2015 (based on the Audited Consolidated Financial Statements). The net results
per share are calculated on the basis of one share with a share capital in the amount of EUR 161,200,000.00
(divided into 161,200,000 no-par value shares), which represents the share capital of the Company as of the date
of the Prospectus), unless otherwise stated. The table also shows the net profit/loss for the year of the
Company — on an unconsolidated basis — in accordance with the German Commercial Code for the fiscal years
2017, 2016 and 2015 as well as any dividends per share distributed for the respective periods:

Paid out in the fiscal year
2017 2016 2015

(audited, except as otherwise indicated)

Consolidated net income for the year of the Knorr-Bremse Group in

accordance with IFRS in EUR million ............cccoooiiiiiiiiiiiniieeee, 587.2 567.2 710.7
thereof attributable to:

Profit attributable to non-controlling interests in EUR million..................... 51.7 40.8 57.9
Profit attributable to the shareholders of Knorr-Bremse AG in

BEUR MITLION ooiiiiiieeec e e e e e e e aaens 535.5 526.3 652.8
per share (IFRS), in EUR) ..........oouuuiiiiiiie e 3.32 3.27 4.05
Profit (loss) for the fiscal year attributable to the Company’s shareholders in

accordance with HGB in EUR million® ..............cccoooiiiiiiiiiniiiie e, 632.1 421.9 439.5
per share (HGB), in EUR (unaudited)@ ...............coouuiiiieeiaaaaeaeeieeiiiiinnnn 3.92 2.62 2.73
Amount of dividend distributed in EUR million..............ccceeeovviieeiiiiinnen. 364.0 364.0 312.0
Amount of dividend per share distributed by the Company, in

EUR (URaudited)® .........ccoeiieiiiieiiiiiieee et 140.0 140.0 120.0
Amount of dividend per share distributed by the Company, in EUR

(URAUATEEA) D) ..o 2.26 2.26 1.94
) The payments included in the table relate in all cases to the dividend for the prior year. For the fiscal year 2017, a

dividend of EUR 327 per bearer share (based on a share capital in an amount of EUR 67,600,000.00 divided into
2,600,000 shares at a nominal value of EUR 26 in the Company’s share capital) was declared and paid in the total
amount of EUR 850.2 million (consisting of a regular dividend of EUR 350 million and a special dividend of
EUR 500.2 million) in the fiscal year 2018.

@ Figures taken from the Audited Unconsolidated Financial Statements of the Company.

@ Figures based on an assumed number of 161,200,000 no-par-value shares, which corresponds to the number of
shares of the Company as of the date of the Prospectus.

S Figures based on a share capital in an amount of EUR 67,600,000.00 divided into 2,600,000 shares at a nominal
value of EUR 26 in the Company’s share capital, which corresponds to the number of shares of the Company as of
the date of the payment of the dividend.

In the fiscal year 2014, the consolidated net income of the Knorr-Bremse Group in accordance with the German
Commercial Code (Handelsgesetzbuch) amounted to EUR 560.0 million. Of such net income, an amount of
EUR 312.0 million in dividends was distributed in 2015, which resulted in a dividend of EUR 120.0 per share
(based on a share capital in an amount of EUR 67,600,000.00 divided into 2,600,000 shares at a nominal value of
EUR 26 in the Company’s share capital, which corresponds to the number of shares of the Company as of the
date of the payment of the dividend).
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6. CAPITALIZATION AND INDEBTEDNESS

Investors should read the tables in this section in conjunction with the sections headed sections headed
“8. — Selected Financial and Business Information” and “9. — Management’s Discussion and Analysis of Net
Assets, Financial Position and Results of Operations”, as well as the Audited Consolidated Financial Statements
and the Unaudited Condensed Consolidated Interim Financial Statements, including the notes thereto, which are
presented in the section “23. — Financial Information”.

6.1. Capitalization

The Offering does not involve the issuance of new shares by the Company and the Company will not receive any
cash proceeds from the Offering. The Offering will thus have no effect on the Company’s capitalization as
reflected below.

The following table shows an overview of our consolidated capitalization (including total debt) as of June 30,
2018 derived from the Company’s Unaudited Condensed Consolidated Interim Financial Statements and its
accounting records prior to the implementation of the Offering:

(In EUR million) As of June 30, 2018
(unaudited)

Total current debt) ... ... ... e e aae 2,535.7

Of Which, UATantEEd ..........ccoeeiiiiiiiiiiiii e 0.00

Of Which, SECUT@AD) ... .ottt 1.4

of which, unguaranteed/UnSECUred ..............coeeeeiiiiiiiiiiiiiiiiii e e et 2,534.3
Total non-current debt (excluding current portion of long-term debt)®............................ 2,220.6

Of Which, UATantEed ..........ccoeeiiiiiiiiiiiiiiii e e 0.00

Of Which, SECUT@AD) ......i ittt 83.0

of which, unguaranteed/UNSECUred ..............coeeeeiiiiiiiiiiiiiiiiie e et 2,137.6
Total debt .. ..o et e e e e aaa e aaaes 4,756.3
Shareholders’ eqUILY .................uuiiiiiiiiiiiiiiiiiiiiiii e 1,222.6

of which, share capital® .. .......ooiiiiiiii e 161.2

Of Which, 16Zal TESETVEO) L. ...iiiiiiiiiii e 7.2

Of Which, Other TESETVES(T) L...eiiiiiiiiiiiiii et 35.9
Total capitalization® .................ccoccoiii e 5,978.9
M Total current debt includes current portion of non-current debt and is shown as current liabilities in the consolidated

statement of financial position of the Unaudited Condensed Consolidated Interim Financial Statements and includes
provisions for other employee benefits, other provisions, trade accounts payables, financial liabilities, other
liabilities, contract liabilities, income tax liabilities and liabilities directly associated with assets held for sale and
disposal groups. For a separate presentation of the current financial debt, see “6.2 — Net Financial Indebtedness”.

@ Land of leasing companies is secured by land charges.

® Total non-current debt is shown as total non-current liabilities in the consolidated statement of financial position of
the Unaudited Condensed Consolidated Interim Financial Statements and includes provisions for pensions and
similar obligations, provisions for other employee benefits, other provisions, financial liabilities, other liabilities,
income tax liabilities and deferred tax liabilities. For a separate presentation of non-current financial indebtedness,
see “6.2 — Net Financial Indebtedness”.

@ Total debt represents the sum of total current debt and total non-current debt.

® Share capital is shown as subscribed capital in the consolidated statement of financial position of the Unaudited
Consolidated Interim Financial statements.

© Legal reserve is shown as capital reserves in the consolidated statement of financial position of the Unaudited
Condensed Consolidated Interim Financial Statements.

M Other reserves are shown as retained earnings in the consolidated statement of financial position of the Unaudited
Condensed Consolidated Interim Financial Statements.

® Total capitalization represents the sum of total debt and Shareholders’ equity which consist of the Equity attributable
to the shareholders of Knorr-Bremse AG.
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6.2. Net Financial Indebtedness

The following table shows an overview of our net financial indebtedness as of June 30, 2018 derived from the
Company’s Unaudited Condensed Consolidated Interim Financial Statements and its accounting records prior to
the implementation of the Offering:

(In EUR million) As of June 30, 2018
(unaudited)

AL CaSN Lo e e e et e e et eaar e e aaaaans 1,551.3

B. Cash equivalents®) .. ...ccoiiiiiiiiiiiiie et e e e e e e e e 0.0

C. Trading SECUITHIES() ...ttt et ettt e e e e eeeeeeeeaeeaaeaaaas 0.0

D. Liquidity (A)+(B)4(C) .euuuniieeeeeeeieieeeee ettt 1,551.3

E. Current financial receivables@ .................ccoooiiiiiiiiiiiii e 1,429.1

F. Current bank debtO) ........ouuiiiiiii e e aaaans (93.3)

G. Current portion of non-current debt(® ..............coiiiiiiiiiiiiiiii e (1.8)

H. Other current financial debt()............oooiiiiiiiii e (1,618.5)

I. Current financial debt (F)+(G)+(H) ......cooovviiiiiiiii e (1,713.6)

J. Net current financial indebtedness (I)-(E)-(D).............ooeiiiiiiiiieiiiiiin e, 1,266.8

K. Non-current bank 10ans®) ... ... ... (224.2)

L. BONAS GSSUEA® ...ttt e e e e e e e et e e e e et e e e e ab e e e et e e e eaaanns (1,242.0)

M. Other non-current 10ansSU0. ... . ... ...ttt e et e e e e e e eaaanns (29.9)

N. Non-current financial indebtedness (K)+(L)+ (M) .........ccoeoiiiiiiieriiiiiieeeeiiiiee e (1,496.1)

0. Net financial indebtedness (J)+(IN) ........ccooiiiiiiiiiiiiiii e e e e e (229.3)

M Cash consists of cash at hand. In the consolidated statement of financial position of the Unaudited Condensed

Consolidated Interim Financial Statements cash is included in cash and cash equivalents.

@ Cash equivalents are defined as redeemable fixed-term bank deposits. In the consolidated statement of financial
position of the Unaudited Condensed Consolidated Interim Financial Statements cash equivalents is included in cash
and cash equivalents.

® Trading securities are short-term financial investments which are included in the current financial liabilities in the
consolidated statement of financial position of the Unaudited Condensed Consolidated Interim Financial Statements
as other current financial assets.

@ Current financial receivable consist of current financial assets (excluding trading securities as indicated above).

® Current bank debt is included in current financial liabilities in the consolidated statement of financial position of the
Unaudited Condensed Consolidated Interim Financial Statements and relates to the current portion of financial
liabilities which consist of liabilities to banks and lease liabilities.

©) Current portion of non-current debt is included in current debt (i.e., total current liabilities) as shown in the
consolidated statement of financial position of the Unaudited Condensed Consolidated Interim Financial Statements
and amounts are therefore reflected in F. and H. above, except for the current portion of bonds issued.

O Other current financial debt includes all other current financial liabilities as shown in the notes to the consolidated
statement of financial position of the Unaudited Condensed Consolidated Interim Financial Statements.

® Non-current bank loans are included in non-current financial liabilities in the consolidated statement of financial
position of the Unaudited Condensed Consolidated Interim Financial Statements and relate to the non-current portion
of financial liabilities which consist of bank loans.

© Bond issued is included in non-current financial liabilities in the consolidated statement of financial position of the
Unaudited Condensed Consolidated Interim Financial Statements and relates to the non-current portion of financial
liabilities.

(10 Other non-current loans include all other and non-current financial liabilities as shown in the notes to the

consolidated statement of financial position in the Unaudited Condensed Consolidated Interim Financial Statements.
6.3. Off-Balance Sheet Commitments / Contingent Liabilities

As of June 30, 2018, we had contingent liabilities amounting to EUR 30.6 million. These contingent liabilities were
primarily in connection with guarantees (EUR 25.3 million). As of December 31, 2017, 2016 and 2015, our
contingent liabilities amounted on aggregate to EUR 27.0 million, EUR 27.4 million and EUR 40.3 million,
respectively. For further information on other financial liabilities and other liabilities see also
“9.8.7. — Management’s Discussion and Analysis of Net Assets, Financial Position and Results of
Operations — Financial and Other Liabilities”.
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6.4. Working Capital Statement

The Company believes that the Knorr-Bremse Group has sufficient working capital to meet its present
requirements as well as its payment obligations that become due within a minimum of twelve months following
the date of the Prospectus.

6.5. No Significant Change

Between June 30, 2018 and the date of the Prospectus, there have been no significant changes in our financial or
trading position. For information on management’s view on full year trends, see “24. — Recent Developments
and Outlook™.
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7. DILUTION

As the Offering comprises only existing shares of the Company, it will not lead to any dilution as is potentially
the case in connection with a capital increase.

The Company’s net asset value (calculated as total assets less total liabilities) as shown in the Unaudited
Condensed Consolidated Interim Financial Statements as of and for the six-month period ended June 30, 2018
amounted to EUR 1,308.5 million.

The net asset value of the Company as of June 30, 2018 was EUR 8.12 per Company share (based on
161,200,000 shares). The Company will not receive any proceeds from the Offering, nor will it bear the expenses
of the Offering. Assuming an Offer Price at the mid-point of the Price Range of EUR 79.50, such Offer Price
would exceed the net asset value of EUR 8.12 per Company share by EUR 71.38. Consequently, investors
acquiring Offer Shares in the Offering would experience an immediate dilution of 89.8% per Company share
(based on 161,200,000 shares) assuming the net asset value of the Company remains otherwise unchanged from
June 30, 2018.
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8. SELECTED FINANCIAL AND BUSINESS INFORMATION

The following selected financial and business information of the Group as of and for the fiscal years 2017, 2016
and 2015, (i) if presented as “audited”, is taken from our Audited Consolidated Financial Statements and, (ii) if
presented as “unaudited”, is either derived from our Audited Consolidated Financial Statements, or taken or
derived from our accounting records or our management reporting. The selected financial and business
information of the Group as of June 30, 2018, and for the six-month periods ended June 30, 2018 and June 30,
2017 is taken or derived from our Unaudited Condensed Consolidated Interim Financial Statements, or taken or
derived from our accounting records or our management reporting.

The Audited Consolidated Financial Statements were prepared by the Company in accordance with IFRS, as
adopted by the European Union, and were audited in accordance with Section 317 of the German Commercial
Code (HGB) and German generally accepted standards for the audit of financial statements, which are
promulgated by the Institute of Public Auditors in Germany (Institut der Wirtschaftspriifer), by KPMG AG
Wirtschaftspriifungsgesellschaft, Berlin, through its Munich branch, who issued an unqualified auditor’s report
thereon as included in the “23. Financial Information” section of the Prospectus beginning on page F-1. The
Unaudited Condensed Consolidated Interim Financial Statements were prepared by the Company in accordance
with IFRS, as adopted by the European Union, for interim financial reporting (IAS 34). For further information
on the Consolidated Financial Statements, see also “9.3. Management’s Discussion and Analysis of Net Assets,
Financial Position and Results of Operations — Presentation of Financial Information and Factors Affecting
Comparability” and “2.7. General Information — Note Regarding the Presentation of Certain Financial
Information”.

Certain of the following financial information in this section are not taken or derived from IFRS figures, but are
based on data derived from German GAAP data and may therefore deviate from, and not be comparable to, data
based on IFRS presented elsewhere in the Prospectus.

All of the financial data presented in the text and tables below are shown in millions of Euro, except as otherwise
stated. Certain financial data (including percentages) in the following tables have been rounded according to
established commercial standards, whereby aggregate amounts (sum totals, sub-totals, differences or amounts
put in relation) are calculated based on the underlying unrounded amounts. As a result, the aggregate amounts
in the following tables may not correspond in all cases to the corresponding rounded amounts contained in the
following tables. Furthermore, in those tables, these rounded figures may not add up exactly to the totals
contained in those tables.

Our historical results are not necessarily indicative of the results that should be expected in the future, and our
interim results are not necessarily indicative of the results that should be expected for the full year or any other
period. Investors should read the following section together with the additional financial information contained in
the Prospectus, in particular in the sections on “l. Risk Factors”, “6. Capitalization and Indebtedness”,
“9. Management’s Discussion and Analysis of Net Assets, Financial Position and Results of Operations” and
“11. Business” contained in the Prospectus, as well as our Consolidated Financial Statements, and the related
notes thereto, which are contained in the “23. Financial Information” section of the Prospectus beginning on
page F-1.
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8.1.

Selected Financial Information from the Consolidated Statement of Profit or Loss

The following table shows selected financial information from our consolidated statement of profit or loss for the
six-month periods ended June 30, 2018 and June 30, 2017, as well as for the fiscal years 2017, 2016 and 2015:

For the six-month period ended

June 30, For the fiscal year

(in EUR million) 2018 2017 2017 2016 2015

(unaudited) (audited)
REVENUES....coovviieiiiiiie e 3,322.2 2,976.0 6,153.5 5471.3 5,823.5
Changes in inventories of unfinished/finished
PIOAUCES Levviieeeeeeeieieeiiiie e e e e 29.3 59.1 38.8 (11.1) (7.1)
Other own work capitalized...........cccccoeeveviiineerennnnnn.. 19.8 14.6 31.8 21.1 19.2
Total operating performance ................................ 3,371.3 3,049.7 6,224.1 5,481.3 5,835.6
Other operating iNCOME...........cveereriuineereiiiineeeeeiannnn. 47.8 40.9 81.2 83.3 89.1
Cost of materials .........ccoeeeiiiiiireiiiiiiieeeieiie e, (1,680.4) (1,463.6) | (3,009.6) (2,571.4) (2,747.3)
Personnel eXpenses.......oevveuuuieeeiiiiineeeeiiiineeeeeiieeees (746.5) (708.4) | (1,438.9) (1,272.1) (1,272.2)
Other operating EXPENSES .......uueererruueeeeeriineeeeeennnnss (410.0) (400.6) (741.3) (668.9) (636.2)
Earnings before interest, tax, depreciation and
amortization (EBITDA).........................coooonnnl. 582.2 518.0 1,115.5 1,052.1 1,269.0
Depreciation and amortization ...............ceeeeeeerunnnnnnes (109.9) (94.9) (211.5) (165.7) (170.5)
Earnings before interests and taxes (EBIT) ........... 472.3 423.1 904.0 886.4 1,098.6
Earnings before taxes ..................cccccovvvviiiiineenennn. 430.5 388.7 852.5 841.3 1,048.0
NetinCome .............ccoooeeiiiiiiieiiiiiiieeeeiiee e 307.0 269.6 587.2 567.2 710.7
8.2. Selected Financial Information from the Consolidated Statement of Financial Position

The following table shows selected information from our consolidated statement of financial position as of

June 30, 2018 and as of December 31, 2017, 2016 and 2015:

As of June 30, As of December 31,

(in EUR million) 2018 2017 2016 2015
(unaudited) (audited)

Assets
Intangible assets and goodwill.............ccooiiiiiiiiiiiiiiniei, 552.6 540.5 484.5 333.7
Property, plant and equipment...............coceeeiiuiiiiiiinineeeeneeenn. 1,099.8 1,116.4  1,099.4 1,014.9
Deferred tax aSSetS .......ccvuueeiiinieiieeiiie e e 107.4 85.0 115.6 137.1
Non-current asSets .................coooeeiiiieeiiiieiiiieeiiieeeiiee e, 1,923.5 1,870.1 1,815.2 1,513.1
INVENLOTIES ...iiteiiiiei e 831.6 748.8 611.1 625.5
Trade accounts receivables ........ccouviivviiniiiiiiiiieieeeeieianes 1,420.4 1,147.9 971.4 947.3
Cash and cash equivalents..............uuuuiiiiieriiiiiiiiiiiiiiieee. 1,551.3 1,600.0 1,720.8 1,360.5
Current aSSetsS ..............oeiiiiiiiiiii e 4,141.3 3,857.3 3,6199 3,201.6
Total ASSELS.......ccovviiiiiiie e 6,064.8 57274 54351 4,714.7
Equity
Equity attributable to the shareholders of
Knorr-Bremse AG ..............ccoooooiiiiiiiiiiiieieeeeee e 1,222.6 1,847.8 1,8134 1,684.0
EQUIty ...coooinii e 1,308.5 1,995.7 1,965.9 1,838.1
Liabilities
Financial Habilities ... ..oouveeiniinieii e 1,496.1 738.7 756.3 261.9
Non-current liabilities ................................ 2,220.6 1,427.9 1,472.5 973.8
Trade accounts payables .............evviiieeeiiiiiiiiiiiiiiiiee e 1,042.7 894.1 754.5 727.0
Financial liabilities.............ccooiiiiiiiiiiieii e 671.0 571.0 531.3 490.7
Other HabilitieS ........iiviiiiiie e 148.6 269.4 285.5 271.0
Current liabilities.............................o 2,535.7 2,303.8 1,996.6 1,902.8
Liabilities ... 4,756.3 3,731.7 3,469.2 2,876.6
Total Equity and Liability .....................ccooooeiiiiiiinnnnnnn.. 6,064.8 57274 54351 4,714.7
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8.3.

Selected Financial Information from the Consolidated Statement of Cash Flow

The following table shows selected data from our consolidated statement of cash flows for the six-month periods
ended June 30, 2018 and June 30, 2017, and for the fiscal years 2017, 2016 and 2015:

For the six-month period
ended June 30, For the fiscal year
(in EUR million) 2018 2017 2017 2016 2015
(unaudited) (audited)
Cash flow from operating activities......... 249.1 200.1 679.9 769.2 959.5
Cash flow from investing activities.......... (81.9) 173.9) (279.8) (448.2) (302.6)
Cash flow from financing activities .........
Proceeds from loans and borrowings.......... 744.8 1.8 3.0 498.7 17.6
Cash flow from financing activities ......... (301.1) (480.1) (460.1) 41.2 (406.1)
Cash flow changes .................cccccoeeeeeeil (133.9) (453.8) (60.0) 362.1 250.7
Net change in cash funds ........................ (109.5) (502.6) (132.2) 371.7 272.1
Cash funds at the end of the period......... 1,469.4 1,208.4 1,578.8 1,711.0 1,339.3

8.4.

Selected Other Key Financial and Operating Data

The following tables show selected other financial and operating data for the Group and our operating segments
for the six-month periods ended June 30, 2018 and June 30, 2017, as well as for the fiscal years 2017, 2016 and
2015, respectively. Certain of the following figures and financial measures are not presented in accordance with
IFRS or any other generally accepted accounting principles. These non-IFRS measures are defined by our
management and may not be comparable to similar measures used by other companies. For further information
please see “2.8. — General Information — Non-IFRS Measures/Alternative Performance Measures”.

For the six-month period
ended June 30, For the fiscal year
(in EUR million, unless otherwise indicated) 2018 2017 2017 2016 2015
(unaudited, unless otherwise
(unaudited) indicated)
REVENUES ....cooovviiiiiiiiiiiiiieicc e 3,322.2 2,976.0 6,153.5 5,471.3) 5,823.5%
by segment™
thereof Rail Vehicle Systems..............ccceeeeeennn. 1,744.2 1,549.4 3,260.1  2,978.7  3,331.0
thereof Commercial Vehicle Systems................ 1,577.3 1,427.3 2,890.6 2,493.0 2,491.8
by region
thereof Burope/Africa........coocoevvieviiiiiiinneennnnnn, 1,652.6 1,505.1 3,076.4  2,677.0 2,567.9
thereof Asia-Pacific.........ccooeeeiiiiiiiiiiiiinnennnnnnn, 936.6 775.7 1,690.4  1,553.7 1,788.9
thereof North America...........cocuveeveeiiivnnneeennnnn. 681.2 650.6 1,294.0 1,141.0 1,366.6
thereof South America............ccuveveeiviinnreeennnnn. 51.8 44.6 92.8 99.5 100.1
Revenues growth (in %) .....ooeeevvviieeeiiiiiineeiiiiies 11.6 n/a 12.5 (6.0) 11.6
Aftermarket Sales Share (in % of revenues) (based
on German GAAP data)® .........ccccovvviiiiinieeiiinnnnns 333 35.9 353 36.0 334
thereof Rail Vehicle Systems (in % of revenues
attributable to Rail Vehicle Systems)@®.............. 40.1 434 41.7 40.7 36.1
thereof Commercial Vehicle Systems (in % of
revenues attributable to Commercial Vehicle
SYSEMS) ) .oeiiiiiiiiiiiiiiiie e 25.8 27.7 27.9 30.2 29.8
EBITDA®M:-G) [ i 582.2 518.0 1,115.5" 1,052.1 1,269.0)
thereof Rail Vehicle Systems.............c.ccceeeeeeenn. 322.2 276.1 639.3 624.0 797.3
thereof Commercial Vehicle Systems................ 259.6 242.8 503.7 425.7 468.1
EBITDA-margin (in % of revenues)®................... 17.5 17.4 18.1 19.2 21.8
thereof Rail Vehicle Systems..............ccceeeeeennn. 18.5 17.8 19.6 20.9 23.9
thereof Commercial Vehicle Systems................ 16.5 17.0 17.4 17.1 18.8
EBITO- @) i 472.3 423.1 904.0  886.4™ 1,098.6()
thereof Rail Vehicle Systems..............ccceeeeeennn. 259.7 219.9 523.3 547.6 724.0
thereof Commercial Vehicle Systems................ 218.8 210.6 421.5 357.8 398.0
EBIT-margin (in % of revenues)®.............cc..uunn.e. 14.2 14.2 14.7 16.2 18.9
thereof Rail Vehicle Systems............c.ccceeeeeeenn. 14.9 14.2 16.1 18.4 21.7
thereof Commercial Vehicle Systems................ 13.9 14.8 14.6 14.4 16.0
Net Working Capital (as of the balance sheet
date)D) Lo 1,014.9 n/a 782.0 719.3 709.7
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For the six-month period
ended June 30, For the fiscal year
(in EUR million, unless otherwise indicated) 2018 2017 2017 2016 2015
(unaudited, unless otherwise
(unaudited) indicated)

Net Financial Cash (as of the balance sheet

AAEE)O) oo (8.2) n/a 836.1  969.4 1,093.9
Cash flow from operating activities ...................... 249.1 200.1 679.9®  769.29  959.5()
Free Cash FIOW ™ .......oiiiiiiiiiiiiiiii e 150.2 114.0 450.0 5229 723.2
Cash Conversion Ratio (in %)® ..........cccceeevvvvnnnnns 48.9 42.3 76.6 92.2 101.8
Capital EXpenditures® ..........ooooveveorvevreeeereerenn. (98.9) (86.2) (229.9)  (2463)  (236.3)
Equity Ratio (in %) ... 21.6 n/a 34.8 36.2 39.0
Return on Capital Employed (ROCE) (in %)V ..... 17.7 n/a 37.1 38.5 534

()
1

2

(3)

Audited.

The financial data in our segment reporting is based on data derived from German GAAP data and includes
reconciliation to IFRS figures. Segment revenues are calculated as a sum of revenues of reportable segments and
revenues of reconciliation to IFRS according to information on reportable segments. For additional information on
our segment reporting, see note 16 to our Unaudited Condensed Consolidated Interim Financial Statements and note
I. 2 to our Audited Consolidated Financial Statements, “23. — Financial Information”.

Aftermarket Sales (secondary market) comprise all revenues of products and services (e.g., spare parts, overhaul) not
related to a new original equipment market business products and are based on data derived from German GAAP
data and may therefore deviate from and not be comparable to data based on IFRS presented elsewhere in the
Prospectus. Aftermarket Sales Share is calculated, on a group level, as the percentage of total revenues (based on
German GAAP data) and, on a segment level, as the percentage of revenues of the respective segment (based on
German GAAP data). The following table shows, for the periods indicated, revenues based on German GAAP data
taken or derived from the respective statutory financial statements or our accounting records:

For the six-month period
ended June 30, For the fiscal year
(in EUR million, unless indicated otherwise) 2018 2017 2017 2016 2015
(unaudited) (unaudited)
Revenues (based on German GAAP data)..... 3,347.1 3,045.4 6,235.7 5,494.3 5,830.6
thereof Rail Vehicle Systems .........cccccueueeeee. 1,749.6 1,596.9 3,325.2 2,990.3 3,341.1
thereof Commercial Vehicle Systems ........... 1,597.5 1,448.5 2,928.0 2,523.2 2,491.8
Aftermarket Sales (based on German GAAP
data) .ooeeeeiiiii 1,113.9 1,095.1 2,204.2 1,980.2 1,947.6
thereof Rail Vehicle Systems 701.0 693.7 1,387.2 1,218.4 1,204.7
thereof Commercial Vehicle Systems ........... 412.9 401.4 817.0 761.9 742.9
Aftermarket Sales Share (in % of revenues)
(based on German GAAP data) ........................ 333 35.9 353 36.0 334
thereof Rail Vehicle Systems (in % of
revenues attributable to Rail Vehicle
SYSLEMS) c.viiiieeeeiiiiieee e et 40.1 434 41.7 40.7 36.1
thereof Commercial Vehicle Systems (in %
of revenues attributable to Commercial
Vehicle Systems)........ccceevvieieeiernniiiiieeeennn. 25.8 27.7 27.9 30.2 29.8

Earnings before interest, tax, depreciation and amortization (EBITDA) is defined as net income/loss before taxes on
income, other financial result, interest expenses, interest income, as well as depreciation and amortization. EBITDA-
margin is calculated, on a group level, as the percentage of revenues and, on a segment level, as the percentage of
revenues of the respective segment.

The following table shows, for the periods indicated, a reconciliation of EBITDA to net income:

For the six-month period
ended June 30, For the fiscal year
(in EUR million) 2018 2017 2017 2016 2015
(unaudited) (audited)
Earnings before interest, tax, depreciation
and amortization (EBITDA).......................... 582.2 518.0 1,115.5 1,052.1 1,269.0
Depreciation and amortization ... (109.9) (94.9) (211.5) (165.7) (170.5)
EBIT ..o 472.3 423.1 904.0 886.4 1,098.6
Interest iNCOMEe .....ceeeeeeeeeeeeeeeeeieeeceee 11.2 11.9 24.0 19.2 21.7
Interest eXpenses ..........ceeevvvreieeeiniiiiieeeennnnnns (18.2) (21.3) (38.8) (28.7) (29.2)
Other financial result...........cccceeveviiiiieieennnnnns (34.8) (24.9) (36.8) (35.7) (43.1)
Taxes on income (123.5) (119.1) (265.2) (274.1) (337.4)
Net income 307.0 269.6 587.2 567.2 710.7
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Earnings before interests and taxes (EBIT) is defined as net income/loss before taxes on income, other financial
result, interest expenses and interest income. EBIT-margin is calculated, on a group level, as the percentage of
revenues and, on a segment level, as the percentage of revenues of the respective segment.

The following table shows, for the periods indicated, a reconciliation of EBIT to net income:

For the six-month period
ended June 30, For the fiscal year
(in EUR million) 2018 2017 2017 2016 2015
(unaudited) (audited)

Earnings before interests and taxes (EBIT)... 472.3 423.1 904.0 886.4 1,098.6
Interest iNCOMEe ......ceeeeeeeeeeeeeeeeeeeececeeees 11.2 11.9 24.0 19.2 21.7
Interest expenses...........cc...... (18.2) (21.3) (38.8) (28.7) (29.2)
Other financial result (34.8) (24.9) (36.8) (35.7) (43.1)
Taxes on income.................... (123.5) (119.1) (265.2) (274.1) (337.4)
Net income ...............oooeeeeiiiiiiiiiiiececcc, 307.0 269.6 587.2 567.2 710.7

Net Working Capital is defined as the balance of inventories (as of June 30, 2018: 831.6; as of December 31, 2017, 2016,
2015 and 2014, respectively: 748.8; 611.1; 625.5 and 679.9; each in EUR million), trade accounts receivables (as of June
30, 2018: 1,420.4; as of December 31, 2017, 2016, 2015 and 2014, respectively: 1,147.9; 971.4; 947.3 and 904.3; each in
EUR million), receivables from construction contracts (as of June 30, 2018: 128.3; as of December 31, 2017, 2016, 2015
and 2014, respectively: 116.2; 123.8; 101.9 and 101.6; each in EUR million), trade accounts payables (as of June 30,
2018: 1,042.7; as of December 31, 2017, 2016, 2015 and 2014, respectively: 894.1; 754.5; 727.0 and 679.6; each in EUR
million), liabilities from construction contracts (as of June 30, 2018: 302.0; as of December 31, 2017, 2016, 2015 and
2014, respectively: 230.8; 126.3; 146.8 and 152.6; each in EUR million) and prepayments received (as of June 30, 2018:
20.7; as of December 31, 2017, 2016, 2015 and 2014, respectively: 106.0; 106.4; 91.2 and 105.8; each in EUR million).
In the fiscal year 2014, our Net Working Capital amounted to EUR 747.9 million.

Net Financial Cash is calculated by subtracting current financial liabilities to banks (as of June 30, 2018: 88.6; as of
December 31, 2017, 2016, and 2015, respectively: 33.5; 9.9 and 22.3; each in EUR million), current lease liabilities (as of
June 30, 2018: 4.8; as of December 31, 2017, 2016 and 2015, respectively: 5.3; 4.4 and 3.3; each in EUR million), non-
current financial liabilities to banks (as of June 30, 2018: 195.2; as of December 31, 2017, 2016 and 2015, respectively:
197.1, 217.4 and 222.9; each in EUR million), non-current lease liabilities (as of June 30, 2018: 29.0; as of December 31,
2017, 2016 and 2015, respectively: 30.6; 23.0 and 18.1; each in EUR million) and bond liabilities (as of June 30, 2018:
1,242.0; as of December 31, 2017, 2016 and 2015, respectively: 497.4; 496.7 and 0; each in EUR million) from cash and
cash equivalents (as of June 30, 2018: 1,551.3; as of December 31, 2017, 2016 and 2015, respectively: 1,600; 1,720.8 and
1,360.5; each in EUR million).

Free Cash Flow is defined as cash flow from operating activities (for the six-month period ended June 30, 2018 and
2017, respectively: 249.1 and 200.1; for the fiscal year 2017, 2016, 2015 and 2014, respectively: 679.9; 769.2; 959.5
and 693.2; each in EUR million) less Capital Expenditures (as defined and calculated in footnote 9 below). In the
fiscal year 2014, our Free Cash Flow was EUR 504.2 million.

Cash Conversion Ratio is defined as Free Cash Flow (for the six-month period ended June 30, 2018 and 2017,
respectively: 150.2 and 114.0; for the fiscal year 2017, 2016, 2015 and 2014, respectively: 450.0; 522.9; 723.2;
504.2; each in EUR million) divided by net income/loss (for the six-month period ended June 30, 2018 and 2017,
respectively: 307.0 and 269.6; for the fiscal year 2017, 2016, 2015 and 2014, respectively: 587.2; 567.2; 710.7;
666.4; each in EUR million). In the fiscal year 2014, our Cash Conversion Ratio was 75.7%.

Capital Expenditures are defined as sum of disbursements for investments in intangible assets (for the six-month
period ended June 30, 2018 and 2017, respectively: 27.0 and 22.3; for the fiscal year 2017, 2016, 2015 and 2014,
respectively: 45.2; 46.0; 31.5 and 30.8; each in EUR million) and disbursements for investments in property, plant
and equipment (for the six-month period ended June 30, 2018 and 2017, respectively: 71.9 and 63.9; for the fiscal
year 2017, 2016, 2015 and 2014, respectively: 184.7; 200.3; 204.8 and 158.1; each in EUR million). In the fiscal
year 2014, our capital expenditures represented EUR 189.0 million.

Equity Ratio is calculated as equity (as of June 30, 2018: 1,308.5; as of December 31, 2017, 2016, 2015 and 2014,
respectively: 1,995.7; 1,965.9; 1,838.1 and 1,468.0; each in EUR million) divided by equity and liabilities (balance
sheet total; as of June 30, 2018: 6,064.8; as of December 31, 2017, 2016, 2015 and 2014, respectively: 5,727.4;
5,435.1;4,714.7 and 4,233.0; each in EUR million). Our equity ratio amounted to 34.7% in 2014.

Return on Capital Employed (ROCE) is defined as EBIT (for the six-month period ended June 30, 2018: 472.3; for
the fiscal year 2017, 2016, 2015 and 2014, respectively: 904.0; 886.4; 1,098.6 and 934.2; each in EUR million)
divided by capital employed (sum of property, plant and equipment (as of June 30, 2018: 1,099.8; as of December
31,2017, 2016, 2015 and 2014, respectively: 1,116.4; 1,099.4; 1,014.9; and 948.9; each in EUR million), intangible
assets (as of June 30, 2018: 552.6; as of December 31, 2017, 2016, 2015 and 2014, respectively: 540.5; 484.5; 333.7
and 210.4; each in EUR million) and Net Working Capital (as of June 30, 2018: 1,014.9; as of December 31, 2017,
2016, 2015 and 2014, respectively: 782.0; 719.3; 709.7 and 747.9; each in EUR million). In the fiscal year 2014, our
ROCE was at 49.0%.
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9. MANAGEMENT’S DISCUSSION AND ANALYSIS OF NET ASSETS,
FINANCIAL POSITION AND RESULTS OF OPERATIONS

The following financial and business information of the Group as of and for the fiscal years 2017, 2016 and
2015, (i) if presented as “audited”, is taken from our Audited Consolidated Financial Statements and, (ii) if
presented as “unaudited”, is either derived from our Audited Consolidated Financial Statements, or taken or
derived from our accounting records or our management reporting. The financial and business information of
the Group as of June 30, 2018, and for the six-month periods ended June 30, 2018 and June 30, 2017 is taken or
derived from our Unaudited Condensed Consolidated Interim Financial Statements, or taken or derived from our
accounting records or our management reporting.

The Audited Consolidated Financial Statements were prepared by the Company in accordance with IFRS, as
adopted by the European Union, and were audited in accordance with Section 317 of the German Commercial
Code (HGB) and German generally accepted standards for the audit of financial statements, which are
promulgated by the Institute of Public Auditors in Germany (Institut der Wirtschaftspriifer), by KPMG AG
Wirtschaftspriifungsgesellschaft, Berlin, through its Munich branch, who issued an unqualified auditor’s report
thereon as included in the “23. Financial Information” section of the Prospectus beginning on page F-1. The
Unaudited Condensed Consolidated Interim Financial Statements were prepared by the Company in accordance
with IFRS, as adopted by the European Union, for interim financial reporting (IAS 34). For further information
on the Consolidated Financial Statements, see also “9.3. — Presentation of Financial Information and Factors
Affecting Comparability” and “2.7. General Information — Note Regarding the Presentation of Certain
Financial Information”.

Certain of the following financial information in this section are not taken or derived from IFRS figures, but are
based on data derived from German GAAP data and may therefore deviate from, and not be comparable to, data
based on IFRS presented elsewhere in the Prospectus.

All of the financial data presented in the text and tables below are shown in millions of Euro, except as otherwise
stated. Certain financial data (including percentages) in the following tables have been rounded according to
established commercial standards, whereby aggregate amounts (sum totals, sub-totals, differences or amounts
put in relation) are calculated based on the underlying unrounded amounts. As a result, the aggregate amounts
in the following tables may not correspond in all cases to the corresponding rounded amounts contained in the
following tables. Furthermore, in those tables, these rounded figures may not add up exactly to the totals
contained in those tables.

Our historical results are not necessarily indicative of the results that should be expected in the future, and our
interim results are not necessarily indicative of the results that should be expected for the full year or any other
period. Investors should read the following section together with the additional financial information contained
in the Prospectus, in particular in the sections on “I. Risk Factors”, “6. Capitalization and Indebtedness”,
“8. Selected Financial and Business Information” and “11. Business” contained in the Prospectus as well as our
Consolidated Financial Statements, and the related notes thereto, which are contained in the “23. Financial
Information” section of the Prospectus beginning on page F-1.

This section may contain forward-looking statements. Such statements are subject to risks, uncertainties and
other factors, including those set forth under the heading “I. Risk Factors”, which could cause our future results
of operations, financial position or cash flow to differ materially from the results of operations, financial position
or cash flow expressed or implied in such forward-looking statements. For further information on risks
associated with reliance on forward-looking statements, see also “2.3. General Information — Forward-Looking
Statements”.

9.1. Overview of the Business Activities of Knorr-Bremse

Knorr-Bremse is the world’s leading manufacturer of brake systems (by revenues for the fiscal year 2017, based
on our own assessment), and a supplier of additional safety-critical sub-systems for rail and commercial vehicles.
The Company was founded by Georg Knorr in 1905 in Berlin and has evolved over the years from a German-
centric supplier of individual components to a global provider of integrated and connected systems for the rail
and commercial vehicles industries. For more than 110 years, we have been an innovation leader, pioneering the
development, production, marketing and servicing of state-of-the-art brake systems.

Our operations are managed in two divisions which also form our reporting segments under IFRS: Rail Vehicle
Systems and Commercial Vehicle Systems. The Rail Vehicle Systems segment equips mass transit vehicles such
as metro cars and light rail vehicles (“LRVs”), as well as freight cars, locomotives, mainline passenger trains and
high-speed trains, with highly advanced products. In addition to brake systems, our product portfolio includes
intelligent entrance systems, heating, ventilation and air conditioning (“HVAC”) systems, auxiliary power
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supply systems, control components and windscreen wiper systems, platform screen doors, friction material,
driver assistance systems, electrical traction equipment, and control technology. Furthermore, we offer e-learning
systems for optimum train crew training. In the aftermarket, under our brand RailServices, we provide
maintenance, overhaul and repair services for rail vehicles.

Our Commercial Vehicle Systems segment offers products for trucks, buses, trailers and agricultural machinery.
Our product portfolio includes (i) brake systems and vehicle dynamics solutions including driver assistance and
automated driving, brake control, brake system, steering and electronic leveling control (i.e., driver assistance
systems, anti-lock brake systems, emergency brake systems, air disc brakes, foundation drum brakes, actuators,
valves/pedal units, steering systems, electronic leveling control, electronic stability programs and others), (ii)
energy supply and distribution systems, including air compressors and air treatment, and (iii) fuel efficiency
products, including engine components and transmission sub-systems (i.e., vibration dampers, engine air control,
gear actuation and clutch actuation). Under our aftermarket brand, TruckServices, we supply high-quality
products and service solutions for commercial vehicles of all kinds and all ages.

In 1985, Heinz Hermann Thiele, as chairman of the Executive Board following a management buyout of the
Company, introduced far-reaching structural changes and concentrated the business on its core activities, i.e.,
braking technology for rail and commercial vehicles. The Group has grown significantly since then. Major
milestones in the development of the business include the successful globalization strategy, growth in the area of
connected systems (1985-1990), the set-up of several joint ventures (e.g., a joint venture with Bosch in
electronics in 1999, the engagement in other systems than brake systems by getting involved in IFE and Merak in
1997, four joint ventures for rail vehicle systems in China in 2006 and a joint venture with DongFeng Motor
(China), which started operating in 2015) and numerous acquisitions (e.g., the acquisition of Bendix in the U.S.
in 2002, seven acquisitions in the years 2015 and 2016 and the acquisition of Vossloh Kiepe, an electrical
systems business from Vossloh in 2017). In June and July 2018, we entered into a partnership agreement with
Continental AG. Such cooperations and acquisitions allow us to expand our business into adjacent areas,
accelerate our development as a systems provider and address megatrends in our industry.

Currently, we strive to benefit from the megatrends urbanization, eco-efficiency, digitization and automated
driving by continuously evolving our products to address such trends in both of our business segments.

Growing population and urbanization provide for opportunities in both the Rail and Commercial Vehicles
Systems business, as they call for increasingly fast, safe and reliable transportation modes. Electrification and
other energy- and eco-friendly solutions result from growing energy demand that is coupled with growing public
awareness of energy efficiency and increasing public policies on energy, such as stricter emission laws. In our
view, electrified vehicles hold a high potential for emission-efficient mobility solutions in megacities, including
LRVs operations, city buses and green delivery trucks. Digitization promotes the connectivity of Rail Vehicle
and Commercial Vehicle Systems and sub-systems, which facilitate real-time data analytics and predictive
maintenance solutions that aim to improve life cycle costs. Other results of digitization are automatic train
operation, condition-based maintenance of rail vehicles and monitoring tools and telematics solutions for
commercial vehicles. Automated driving may impact the rail and commercial vehicle industry significantly,
depending on the speed of adjustment to regulatory challenges, the development of safe and reliable technical
solutions, and customer acceptance of, and willingness to pay for, such solutions. In connection with this
growing trend, new solutions such as the development of driver assistance functions are emerging with the aim of
reducing accidents, transport costs and emissions. Thus, all current megatrends provide growth potential for our
business, particularly due to our strong focus on research and development (“R&D”).

In this respect, our two operating segments — Rail Vehicle Systems and Commercial Vehicle Systems — are
highly synergistic. Our product offerings across both segments share the same core technologies which allows for
the transfer of know-how and technology. Likewise, Rail Vehicle Systems and Commercial Vehicle Systems to a
large extent feature similar types of components and materials. We leverage IP, technologies, know-how and
improvements originally developed with a focus on one of the two business segments for product solutions in the
other business area.

While our headquarters are based in Munich, we are represented across the globe, with over 100 locations in
more than 30 countries. Locally-based, highly qualified employees who speak the local languages and are
familiar with the respective cultural conventions and national product requirements ensure that we maintain the
necessary proximity to our markets and customers. Our high degree of local presence allows us to operate with
maximum flexibility and speed towards our customers while providing a natural hedge against currency
fluctuations and trade barriers.

In the fiscal year 2017, we reported consolidated revenues of EUR 6,153.5 million (based on IFRS) and EBITDA
of EUR 1,115.5 million (corresponding to a margin of 18.1%). We had an average number of 26,910 employees
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(based on headcount in the fiscal year 2017, including leasing staff). In the fiscal year 2017, we generated 53% of
our Group revenues and 55% of our Group EBIT in the Rail Vehicle Systems segment and 47% of our Group
revenues and 45% of our Group EBIT in our Commercial Vehicle Systems segment. In the fiscal years 1989 to
2017, our revenues as reported in our statutory consolidated financial statements, which were prepared according
to German GAAP, grew at a compound annual growth rate (“CAGR”) of 10.3%. In the fiscal years 2003 to
2017, our revenues grew at a CAGR of approximately 7.6%, our EBITDA grew at a CAGR of approximately
11.1%, our EBITDA-margin increased by approximately 660 basis points over the same period and our operating
cash flow grew at a CAGR of approximately 7.4% (as reported in our statutory consolidated financial statements,
which were prepared according to German GAAP (2003-2013) and IFRS (2014-2017); data presented in
accordance with German GAAP may not be comparable to data prepared in accordance with IFRS). In the fiscal
years 2010 to 2017, our revenues at Group level, as reported in our statutory consolidated financial statements,
which were prepared according to German GAAP (2010-2013) and IFRS (2014-2017), grew at a CAGR of
approximately 7.5% and our EBITDA grew at a CAGR of 11.3%. In the fiscal years 2016 to 2017, the CAGR of
our revenues on Group level was 12.5% and of our EBITDA was 6.0% (each based on IFRS). We experienced a
sustained Order Intake momentum with a solid book-to-bill ratio, i.e., a stable ratio of incoming orders in
comparison to outgoing orders, underlining future growth potential. In the fiscal year 2017, our Order Intake was
approximately EUR 6,656.6 million. In the fiscal years 2014 to 2017, our Order Intake grew at a CAGR of
approximately 6.5%. We have a stable Order Book that indicates visibility of more than 60% of the following
year’s revenues. In the fiscal year 2017, our Order Book was approximately EUR 4,177.0 million. In the fiscal
years 2014 to 2017, our Order Book grew at a CAGR of approximately 5.3%. In the fiscal year 2017, our
personnel expenses amounted to EUR 1,438.9 million, while in the fiscal year 2014, they amounted to EUR
1,093.3 million. In the fiscal year 2017, our depreciation and amortization totaled EUR 211.5 million, while in
the fiscal year 2014, it totaled EUR 125.7 million. Additionally, in the fiscal year 2017, our total assets were
EUR 5,727.4 million and our equity, EUR 1,995.7 million, while in the fiscal year 2014, our total assets were
EUR 4,233.0 million and our equity EUR 1,468.0 million.

9.2. Selected Factors Affecting Results of Operations and Financial Position

We believe that the factors discussed below have significantly affected our results of operations, financial
position and cash flow in the past periods for which financial information is presented in the Prospectus, and that
these factors will continue to have a material influence on our results of operations, financial position and cash
flow in the future.

For a discussion of certain factors that may adversely affect our results of operations, financial position and cash
flow, see also the risk factors set out in the section headed ““I. Risk Factors”.

9.2.1. General Economic and Political Conditions in the Regions in which we Operate

We are a global provider of safety-critical (e.g., brake systems) and other systems, components and technologies,
as well as related services for rail vehicles (including mass transit vehicles such as metro cars and LRVs, freight
cars, locomotives, mainline passenger trains and high-speed trains) and commercial vehicles (such as trucks,
buses, trailers and agricultural machinery). As our products are sold in numerous countries to, among others,
major original equipment (“OE”) manufacturers (“OEM”), as well as rail and fleet operators, which include
private and public entities, the demand for our products is generally dependent on global economic and political
conditions. These factors directly impact transportation volumes of goods and people, which to a large extent
drive demand for rail and commercial vehicles. Therefore, we are affected by general developments in the global
economy and, in particular, by fluctuations in the economic and political conditions of the markets for mass, rail
based transit vehicles and commercial vehicles in which we sell our products and services.

In the periods under review, the global economic conditions remained largely stable. In 2017, the world economy
grew by 3.8% as compared to 3.2% in 2016 and 3.4% in 2015 (source: IMF World Economic Outlook April
2018, IMF World Economic Outlook October 2017). Overall, global growth is projected to reach 3.9% in both
2018 and 2019 (source: IMF World Economic Outlook April 2018). However, this positive momentum is
expected to slow over the next few years leaving many countries with a challenging medium-term outlook.
Financial conditions are expected to tighten with the closing of output gaps and monetary policy normalization
(source: IMF World Economic Outlook April 2018). In addition to other macroeconomic factors, political
impacts, for example as a result of decisions by the U.S. government’s “America First” policy, or regional
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instabilities worldwide, for instance in the Middle East, might affect the general economic environment, see also
also “I.1.1. — Risk Factors — Unfavorable developments in the global economy could adversely affect our
business.”.

With respect to both our Rail Vehicle Systems segment and Commercial Vehicle Systems segment, political,
geopolitical, economic and social developments in the countries and regions in which we operate, in particular
within Asia, the U.S. and Europe, can generally affect the purchasing behavior of our customers and, thus, our
order volumes. When the spending levels of our customers decrease due to negative overall economic
developments or other factors such as uncertain political conditions, our business has typically been, and may
also in the future be, negatively affected. For example, the market declines as well as the uncertain political and
economic situation in some of our important emerging markets such as Brazil have had, and may continue to
have, a material negative impact on the economic climate in their respective regions and have had, and may
continue to have, spill-over effects in neighboring countries and regions. In turn, improvements in
macroeconomic conditions have generally positively affected our businesses in the past. For example, growing
economies in China and India have seen growth of the metro market sector in these countries resulting in higher
demand for locomotives. Since mid-2016, a buoyant global economy has progressively accelerated. Worldwide
gross domestic product growth in 2017 reflected the broadest upswing in global economic growth since 2010 and
this momentum has, so far, been maintained through 2018.

As an internationally diversified business, we generated 50.0% of our revenues in the fiscal year 2017 in the
Europe/Africa markets, 27.5% in the Asia-Pacific markets, 21.0% in the North America markets and 1.5% in the
South America markets. From a segmental perspective, 53.0% of our Group revenues were generated by the Rail
Vehicle Systems segment while 47.0% was generated by the Commercial Vehicle Systems segment. We believe
that our regional and divisional diversification has helped to partially mitigate the impact from negative
economic developments confined to certain regions and business segments, and we expect that it will continue to
do so in the future.

In addition to the general macroeconomic environment, specific cyclical developments and conditions beyond
our control affected our results of operations, financial position and cash flow in the periods under review, and
are expected to continue to do so in the future. In particular, the commercial vehicles market is dependent on
economic cycles and conditions as this market is generally driven by private investment and to a lesser extent by
public investment. For example, order volumes for trucks are strongly affected by times of slower economic
growth or economic contraction as well as the average age of commercial truck fleets in a market. In particular,
in anticipation of lower transport volumes, fleet operators typically tend to delay purchase decisions and rather
rely on an extended use life of their vehicles. In contrast, the market for rail vehicles is mainly dependent on the
construction and expansion of transit systems and other networks, which in turn mainly depend on public funding
for such purposes. Municipalities, mass transit companies and rail authorities follow public transportation
policies and receive funding based on political decisions by their respective governing bodies resulting in more
long-term programs. This exposes the commercial vehicle market and rail vehicle market to different economic
cycles as, in general, the commercial vehicle market is more dependent on short-term economic cycles whereas
the rail vehicle market is more dependent on longer-term trends largely influenced by publicly funded projects.
As an example, while our commercial vehicle business was materially affected by the global financial crisis in
2008-2009, our revenues and margins in our rail vehicle business remained largely unaffected during that time.
As such, we believe that our segmental diversification of Rail Vehicle Systems and Commercial Vehicle Systems
businesses has helped in the past to partially mitigate the impact of economic cycles and conditions beyond our
control, and we expect that it will continue to do so in the future.

Both the rail vehicle and the commercial vehicle business also have an intrinsic cyclical component, which
means that periods of large investments in rail and commercial vehicles are typically followed by slower periods
in which demand declines. For example, a high-speed rail accident in China in late 2011 led to a sharp
deterioration of high-speed train and locomotive demand in 2012 and 2013, followed by a pronounced increase in
demand in 2014 and, in particular, in 2015. During these two years, we recorded peak revenues in our Chinese
rail vehicle business. This extraordinary period was followed by a normalization in demand in 2016 which lead
to a decline in revenues in our Chinese rail vehicle business of approximately 30% in that year.

Also in 2016, a cyclical slowdown occurred in the freight car and locomotive business in the U.S. and Canada,
which resulted in a decline in freight prices and volumes, thereby negatively affecting our business in that region.
Our revenues in this region decreased by approximately 17% in 2016 compared to the previous year, but
recovered in 2017 increasing approximately 13% when compared to 2016.

Furthermore, we believe that our significant share of aftermarket business, as further described below, and which
we intend to further increase in the long-term, also reduces our dependency on economic cycles which tend to
primarily affect the original equipment business.
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9.2.2.  Trends, Conditions and Expected Developments in our Markets

We have been significantly affected, and we expect to continue to be significantly affected, by the trends,
conditions (including the competitive environment) and developments in the markets in which we operate and in
the underlying markets that are relevant for our business, most notably the global Rail Vehicle Market (as
defined under “10.1.1 — Markets and Competitive Environment — The Two Main Approaches to a Definition of
the Rail Vehicle Market” below) and our Addressable Rail Vehicle Systems Market (as defined under “70.71.2.1.
— Markets and Competitive Environment — Market Definition and Calculation of Market Size” below) as well
as global truck and bus production output (i.e., truck production rate or “TPR”) as the underlying parameter for
our Commercial Vehicle Systems business and our Addressable Commercial Vehicle Systems Market (each as
defined under “10.1.4.1. — Markets and Competitive Environment — Market Definition and Calculation of
Market Size”). The industries in which we operate are characterized by developments which reflect change
processes that, in part, structurally transform such industries and the relevant markets. We believe that the
conditions and developments of the markets in which we operate have been and are expected to be shaped by
various factors including, most notably, the four megatrends urbanization, eco-efficiency, digitization and
automated driving/automated train operations.

According to the RB RV Report, the global underlying Rail Vehicle Market (including both the OE rolling stock
and aftermarket/services segments) amounted to approximately EUR 101 billion in 2016; it has grown at a CAGR
of approximately 2% over the 2010-2016 period and is expected to continue to grow at a CAGR of 2.5% globally
over the 2016-2022 period (based on order intake volumes calculated as averages for three-year periods). The Rail
Vehicle Market tends to show a relatively low dependency on general economic cycles. While mainly dependent on
the levels of government and private operator spending on railway projects, it has historically also been subject to
fluctuations related to overall economic conditions, typically with a certain time delay. According to our own
market assessment, our Addressable Rail Vehicle Systems Market comprised the following segments in 2017: (i)
brakes/brake systems, amounting to slightly more than EUR 4 billion; (ii) entrance systems, amounting to
approximately EUR 1 billion; (iii) HVAC, with approximately EUR 1 billion; and (iv) other segments, amounting
on aggregate to approximately EUR 6 billion, including so-called captive business, with respect to which we believe
there is a market potential for us. In our own assessment, these three key sub-systems have been growing at strong
CAGRs over the 2010-2017 period, namely approximately 3% to 4% for brakes/brake systems, approximately 5%
for entrance systems and approximately 4% to 5% for HVAC. We expect this market to continue to grow across the
relevant key OE segments in which we operate (brakes, entrance systems and HVAC) over the next few years. Also
according to our own assessment, we estimate that several segments within our Addressable Rail Vehicle Systems
Market have grown in the 2010-2017 period considerably faster than the growth assessed in the RB RV Report for
the overall Rail Vehicle Market over the 2010-2016 period, in particular (with respect to brake systems) the high
grade segments in China, India as well as Russia and the other CIS countries, the North American freight and
passenger market segments, Germany as well as the UK and Ireland. In China, we expect growth, among others, in
the OE metro market segment and in the aftermarket, but also in the high-speed market segment. In the 2010-2017
period, our Rail Vehicle Systems segment revenues grew at a CAGR of 7.3% (figure based on data derived from
German GAAP data which may therefore deviate from and may not be comparable to data based on IFRS presented
elsewhere in the Prospectus), so that it outperformed the underlying Rail Vehicle Market (in terms of the above-
mentioned CAGR for the 2010-2016 period, as set forth in the RB RV Report, albeit based on different market
definitions and methodologies; see “10.1. — Markets and Competitive Environment — Introduction: Market
Definitions, Background and Methodology”).

In general terms, the commercial vehicle market tends to be more dependent on overall economic cycles and
conditions than the Rail Vehicle Market, for example with respect to order volumes for trucks and buses.
Demand for trucks can also be affected by a pre-buy before the effective date of new regulatory requirements,
such as changes in emissions standards, with a corresponding decrease after such standards are implemented.
New bus orders are influenced by, among other factors, major replacement programs and by the construction and
expansion of transit systems and other networks by transit authorities, which in turn depend on public and private
funding for such purposes. The Addressable Commercial Vehicle Systems Market is generally dependent on the
underlying data on truck and bus production output. Global TPR amounted to approximately 2.8 million vehicles
worldwide in 2016 and is expected to grow at a CAGR of approximately 2.6% over the 2016-2022 period to
reach 3.2 million units in 2022 (source: RB T&T Report (based on Knorr-Bremse TPR data, as further explained
under “/0.1. — Markets and Competitive Environment — Introduction: Market Definitions, Background and
Methodology)). Within that period, most of the TPR growth is expected to occur during the 2016-2018 period
(CAGR of approximately 7.5%), whereas over the 2018-2022 period, a CAGR of approximately 0.3% is
expected (source: RB T&T Report). The main reasons for this difference are the massive pre-buy effect in China
during 2017, as well as the effects of recovering economies and markets in North America (where the truck
market improved in 2017 following a downturn in 2016) and in South America (with an upturn after a recession
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period). Based on our own analysis, we believe the global Addressable Commercial Vehicle Systems Market
amounted to approximately EUR 6.0 billion in 2017 and grew at an overall CAGR of approximately 7% over the
2010-2017 period (with regions such as Western Europe, North America and Asia-Pacific showing significant
growth in such period, at a CAGR of 10%, 17% and 6%, respectively, in our assessment). In our assessment, the
global Addressable Commercial Vehicle Systems Market will continue to grow over the next few years. Growth
has in the past varied — and in our assessment will also vary in the next few years — from region to region.
Knorr-Bremse’s revenues in the Commercial Vehicle Systems segment grew at a CAGR of 8.1% in the
2010-2017 period (figure based on data derived from German GAAP data which may deviate from and not be
comparable to data based on IFRS presented elsewhere in the Prospectus). Thus, and according to our own
estimates, our Commercial Vehicle Systems segment grew stronger than the global CAGR for TPR in the 2010-
2017 period (according to THS, “Medium- and Heavy-Duty Commercial Vehicle Industry Forecast: Production
Q1/2018”, global TPR for trucks and buses equipped with pneumatic brakes increased in the 2010-2017 period
by 1.3%), and we expect that revenues in our Commercial Vehicle Systems segment will continue to grow at a
stronger pace than global TPR in the coming years until 2022 (according to the RB T&T Report, global TPR is
expected to grow at a CAGR of approximately 2.6% over the 2016-2022 period), benefiting from an increasing
relevant content per vehicle.

We estimate that our results of operations, financial position and cash flow have been and will continue to be
affected by increasing content per vehicle of commercial vehicles due to new safety and emission regulations and
technology adoptions facilitated by regulatory requirements. For example, in Asia, a high-volume market, we
expect growth to be particularly driven by the rapidly increasing content per vehicle, in particular the adoption of
air disc brake systems (e.g., in China) and electronic systems. In mature markets, we expect moderate to high
growth at an already high content per vehicle. In North America, we expect the content level to increase with the
adoption of air disc brakes and collision mitigation systems, while South America is showing first signs of
recovery, driven by replacement demand. In Europe, we expect a further increase in content per vehicle mainly
as a result of increasing regulations covering emissions and safety and further overall market growth.

For additional information on our relevant markets, their past and expected future development and the
competition that we face in these markets, see also “/0. — Markets and Competitive Environment’.

9.2.3. Revenues Growth

In addition to the overall general economic conditions, our revenues as well as our results of operations have
been, and we expect them to continue to be, significantly affected by organic and inorganic growth of our
business.

In the fiscal year 2017, we generated revenues of EUR 6,153.5 million (2016: EUR 5,471.3 million and 2015:
EUR 5,823.5 million). As a result of positive developments in the markets in which we operate and despite
negative foreign exchange effects, revenues in the fiscal year 2017 increased by 12.5% compared to the fiscal
year 2016 (2016: decrease of 6.0%; 2015: increase of 11.6%).

During the fiscal years 2015 to 2017, revenues of the Commercial Vehicle Systems segment grew stronger with a
CAGR of 7.7% compared to revenues of the Rail Vehicle Systems segment which declined slightly at a CAGR
of (1.1)%. In the Commercial Vehicle Systems segment, growth of revenues in the fiscal years 2015 to 2017 was
predominantly due to organic growth and only to a much smaller extent due to inorganic growth, with a CAGR
for revenues attributable to organic growth of approximately 8.2% (figure based on data derived from German
GAAP data which may therefore deviate from and not be comparable to data based on IFRS presented elsewhere
in the Prospectus).

Along with a strong market position in Europe this organic growth was mainly driven by our operations in North
America and China. Notably, we were able to grow with the increasing truck production rate which was
especially strong in Asia-Pacific with a focus on China, but also, albeit to a lesser extent, in Europe and North
America, which was partly off-set by decreasing truck production rates in South America. Additionally, in the
periods under review, we have been able to participate in the content per vehicle growth in different regions, in
particular in the South America region but also in our other regions Asia-Pacific, Europe and North America and
we expect to further participate in this development, especially in the Asia-Pacific region, where content per
vehicle is growing from a comparably low base, but also in the other regions in the medium to long-term.

During the fiscal years 2015 to 2017, the global increase in content per vehicle was mainly related to safety
improvements, emission reduction and improvements in transmission. In particular, an increased introduction of
air disc brakes in North America and legislation introducing anti-lock brake systems in India supported increased
content per vehicle. We expect legislative and regulatory changes, such as loading regulations and conversion to
air disc brakes in China, increased emission standards in the USA, as well as adoption of electronic systems
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(brake control and advanced driver assistance systems (“ADAS”)) in Brazil and China to support continued
increase of content per vehicle and organic growth.

Furthermore, our growth was supported by growth of market share, in particular in Asia-Pacific, with a strong
performance in China, as well as in Europe and North America where we benefited from further growth of truck
production rates, including in the North American market from the above described strong penetration of air disc
brakes.

In the Rail Vehicle Systems segment during the fiscal years 2015 to 2017, our organic revenues decreased at a
CAGR of approximately (3.0)%, partly offset by growing inorganic revenues (figure based on data derived from
German GAAP data which may therefore deviate from and not be comparable to data based on IFRS presented
elsewhere in the Prospectus). Decline in organic growth in 2016 was mainly due to the increase of OE sales of
high-speed trains in China in 2015 and the following normalization of sales thereafter. Organic growth in 2017
was mainly based on regional growth markets, such as China and India, and supported by continuous
development of innovative technologies (e.g., next generation brake systems). Furthermore, organic growth in
this segment was driven by further penetration of digital rail solutions.

Revenues, as well as our results of operations for both operating segments have also been positively affected by a
continuously growing installed base (referring to the number of vehicles in operation) and thus a growing volume
of aftermarket business that has provided a stable source of revenues in the periods under review and is expected
to do so in the future, thus also providing for more predictable cash flow from operating activities. Note that
Aftermarket Sales, Aftermarket Sales Share and figures derived thereof, including CAGRs, are all figures based
on data derived from German GAAP data which may therefore deviate from and not be comparable to data based
on IFRS presented elsewhere in the Prospectus. As a result of a dedicated aftermarket strategy, the Aftermarket
Sales Share was approximately 35% in 2017, approximately 36% in 2016 and approximately 33% in 2015. On a
segmental level, the Aftermarket Sales Share amounted to approximately 42% in the Rail Vehicle Systems
segment in 2017 (2016: approximately 41%, 2015: approximately 36%) and approximately 28% in the
Commercial Vehicle Systems segment in 2017 (2016: approximately 30%, 2015: approximately 30%) (figures
based on data derived from German GAAP data which may therefore deviate from and not be comparable to data
based on IFRS presented elsewhere in the Prospectus). The comparably low Aftermarket Sales Share in our
Commercial Vehicle Systems has, in particular, been due to the strong revenues growth driven by revenues
attributable to OE. In total numbers, Aftermarket Sales in the Rail Vehicle Systems segment were approximately
EUR 1,387 million in 2017 (2016: approximately EUR 1,218 million; 2015: approximately EUR 1,205 million)
which corresponds to a CAGR of approximately 7.3% during this period, meaning that in this period,
Aftermarket Sales growth significantly outperformed revenues growth relating to OE sales. Aftermarket Sales
attributable to the Commercial Vehicle Systems segment were at approximately EUR 817 million in 2017 (2016:
approximately EUR 762 million; 2015: approximately EUR 743 million), corresponding to a CAGR of
approximately 4.9% during this period. In the long-term, we target to further increase the share of our revenues
we generate from our aftermarket business.

These positive effects were partially offset by negative foreign exchange effects in the periods under review, see
“9.2.7. — Currency Fluctuations and Hedging”.

In the six-month period ended June 30, 2018, our revenues increased by EUR 346.2 million, or 11.6%, to
EUR 3,322.2 million from EUR 2,976.0 million in the six-month period ended June 30, 2017. This increase was
due to an increase in revenues in both the Rail Vehicle Systems segment and the Commercial Vehicle Systems
segment. Revenues of our Rail Vehicle Systems segment grew stronger at 12.6%, to EUR 1,744.2 million in the
six-month period ended June 30, 2018, compared to EUR 1,549.4 million in the six-month period ended June 30,
2017. Revenues of our Commercial Vehicle Systems segment increased by 10.5% to EUR 1,577.3 million in the
six-month period ended June 30, 2018, from EUR 1,427.3 million in the six-month period ended June 30, 2017.
These developments were primarily due to favorable developments of the Chinese and Indian rail businesses as
well as in Europe and North America and a strong OE sales performance in all markets of our Commercial
Vehicle Systems segment.

9.2.4.  Acquisitions and Divestments

Acquisitions and investments in our core business areas, as well as in new or adjacent business areas are an
integral component of our business strategy and have had, and are expected to have, a significant impact on our
growth, our revenues and, accordingly, our results of operations. In line with our strategy of sustainable and
profitable growth of our main areas of business through focused acquisitions, we have acquired a number of
complementary businesses supporting our growth.

In the periods under review, our Rail Vehicle Systems segment’s growth of revenues was significantly impacted
by acquisitions. These include, for example, the Swiss Selectron Group (in January 2015), a provider of
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automation solutions for rail vehicles, which contributed EUR 45.3 million to our revenues and EUR 0.8 million
to our earnings before taxes in 2015 (as earnings before taxes was substantially burdened by the amortization of
acquisition step-ups). In November 2016, we acquired, infer alia, the remaining outstanding shares in the Icer
Rail joint venture. Icer Rail, which mainly acts as an intercompany supplier for brake pads and blocks for our
Group, contributed EUR 0.1 million to our third party revenues and EUR 0.1 million to our earnings before taxes
in the fiscal year 2016 and would have contributed EUR 3.5 million to our revenues and EUR 2.8 million to our
earnings before taxes in the fiscal year 2016 if it had been acquired at the beginning of that year. Furthermore,
with the acquisition of Kiepe Electric, an electrical systems business from Vossloh (“Kiepe Electric”) in January
2017, we have added energy-efficient electrical systems for rail vehicles and buses to our portfolio. This
acquisition positively affected our growth in the fiscal year 2017 and we expect the acquisition to open up new
growth opportunities and potential applications for the Group as the electrification of rail and road mass transit
continues to increase. Kiepe Electric contributed EUR 180.5 million to our revenues and EUR (26.4) million to
our earnings before taxes in the fiscal year 2017 and would have contributed EUR 192.8 million to our revenues
and EUR (27.8) million to our earnings before taxes in the fiscal year 2017 if it had been acquired at the
beginning of that year.

In our Commercial Vehicle Systems segment, the strong growth in the periods under review was primarily due to
organic growth (see also “9.2.3. — Revenues Growth’) but also, albeit to a lesser extent, to acquisitions. In the
fiscal year 2016, we acquired, inter alia, the UK-based GT Group (in July 2016) and German-based tedrive
Group (in September 2016). GT Group contributed EUR 26.2 million to our revenues and EUR 0.7 million to our
earnings before taxes in the fiscal year 2016 and would have contributed EUR 57.0 million to our revenues and
EUR 3.0 million to our earnings before taxes in the fiscal year 2016 if it had been acquired at the beginning of
that year. In the fiscal year 2016, revenues and earnings before taxes attributable to the tedrive Group amounted
to EUR 28.9 million and EUR 1.0 million, respectively. If the acquisition had taken place at the beginning of that
year, tedrive Group would have contributed EUR 83.7 million to our revenues and EUR 2.8 million to our
earnings before taxes in the fiscal year 2016. In March 2017, we also acquired Bosch Japan’s Transmission
Systems division (“TRS”) for on-highway vehicles to further strengthen our market position in Japan.

In addition to the outflow of funds that we recorded for purchase price payments, the aforementioned
acquisitions also had other effects on our results of operations, most notably an increase in revenues as described
above, but also on our financial position and cash flow. For more information on past acquisitions, see also “/1.8.
— Business — Mergers and Acquisitions, Joint Ventures and Cooperations since 2014”.

Furthermore, certain businesses had been recognized as disposal groups classified as held for sale under the
disposal group “Blueprint”, including the Swedish part of the vehicle maintenance business of the Swedtrac
subgroup, as well as certain parts of our UK vehicle maintenance business. Swedtrac was sold with effect as of
April 1, 2018, which resulted in a gain of EUR 6.7 million presented in other financial result. On August 3, 2018,
the remaining vehicle maintenance business based in the UK (Kiepe Electric Limited and Knorr-Bremse
RailServices (UK) Limited) was sold at a loss of EUR 40.6 million. EUR 20.0 million of this amount was already
recognized in the consolidated statement of profit or loss for the fiscal year 2017 and presented as an impairment
under depreciation and amortization in the third quarter of the fiscal year 2017. The additional impairment of
EUR 19.5 million was recognized in the consolidated statement of profit or loss for the six-month period ended
June 30, 2018, again under depreciation and amortization. An additional EUR 1.1 million are expected to be
recognized at closing. In total, the realized loss from the “Blueprint” disposal group (including the Swedish part
of the vehicle maintenance business mentioned above) amounted to EUR 33.9 million. Furthermore, our Sydac
disposal group was sold with effect as of July 31, 2018, which resulted in a total loss of EUR 10.8 million. Of
this amount, EUR 5.3 million were recognized in our consolidated statement of profit or loss for the fiscal year
2017 and were presented as an impairment under depreciation and amortization in the third quarter of 2017. The
additional impairment of EUR 5.5 million was recognized in our consolidated statement of profit or loss for the
six-month period ended June 30, 2018, under depreciation and amortization.

Selective portfolio optimizations, in addition to the proceeds received and losses that we realized, also had, and
continue to have, other effects on our results of operations, most notably a reduction of revenues during the last
three fiscal years.

9.2.5. Cost Structure

The cost structure attributed to our operations, in particular the cost of materials and personnel expenses which
are a major part of our cost base, is another important factor which has affected our results of operations and is
expected to continue to do so in the future.

We purchase a broad range of materials, components and parts in connection with our manufacturing activities.
Major items include electronic components and parts containing aluminum, steel, copper, zinc, rubber and
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plastics. The costs of components and parts, which reflect in part the cost of the materials used therein, represent
a significant portion of our total costs. We also require raw materials for our operations, such as iron/foundry
coke, aluminum and steel as well as purchased services.

In the periods under review, although the cost of materials fluctuated ranging from EUR 2,747.3 million in 2015
to EUR 2,571.4 million in 2016 and to EUR 3,009.6 million in 2017, our cost of materials ratio (as a percentage
of our revenues) has been comparably stable and only increased slightly over the past three fiscal years. Our cost
of materials ratio was 48.9% in the fiscal year 2017 as compared to 47.0% in the fiscal year 2016 and 47.2% in
the fiscal year 2015. In the six-month period ended June 30, 2018, our cost of materials increased by 14.8% to
EUR 1,680.4 million from EUR 1,463.6 million in the six-month period ended June 30, 2017, generally
proportional to the development of revenues. Our cost of materials ratio increased slightly to 50.6% in the
six-month period ended June 30, 2018, compared to 49.2% in the six-month period ended June 30, 2017,
primarily due to changes in our product and channel mix with a slight increase of our OE business compared to
our aftermarket business.

Price fluctuations of the underlying commodities affect our results of operations in the Commercial Vehicle
Systems segment more than in the Rail Vehicle Systems segment, due to a higher share of costs of materials as a
percentage of revenues in the Commercial Vehicle Systems segment. Furthermore, because cost of materials also
includes purchased services, the cost of materials as a percentage of revenues is also generally higher in our
Commercial Vehicle Systems segment than in our Rail Vehicle Systems segment as we generally incur higher
expenses for purchased services in our Commercial Vehicle Systems segment.

We continuously manage our cost of materials through design improvements and an efficient purchasing and
procurement organization with a strong focus on price negotiations, also using software-supported tools.

Personnel expenses form the second largest portion of our cost base. These include wages and salaries, as well as
statutory social welfare contributions and expenses relating to pensions and employee benefits. Thus, future
increases in statutory minimum wages and general wage levels across the respective geographies in which we
operate may impact our cost base directly or indirectly. In the periods under review, personnel expenses were
largely unchanged in the fiscal years 2015 and 2016, amounting to EUR 1,272.2 million and to
EUR 1,272.1 million, respectively, and increased to EUR 1,438.9 million in 2017. This latter increase was
mainly due to acquisitions and investments in our core business areas, increased personnel-intensive service
business and increased engineering efforts. While the average number of employees (based on headcount,
including leasing staff) developed from 24,879 during the fiscal year 2015 to 24,664 during 2016 and 26,910
employees during 2017, our personnel expenses ratio (as a percentage of revenues) increased from 21.8% in
2015 to 23.3% in 2016 and remained largely unchanged at 23.4% in 2017. In the six-month period ended
June 30, 2018, our personnel expenses increased by 5.4% to EUR 746.5 million from EUR 708.4 million in the
six-month period ended June 30, 2017, primarily driven by revenues growth. The personnel expenses ratio
decreased from 23.8% in the six-month period ended June 30, 2017 to 22.5% in the six-month period ended
June 30, 2018, primarily due to a regional revenues shift with increasing China business.

Other operating expenses, mainly costs for external services, rent/lease, maintenance and warranty, remained
largely stable in the periods under review.

9.2.6. Operating Efficiency and Other Improvements and Continued Cost Excellence

We seek to improve our operating performance and secure our long-term competitiveness on a continuous basis
through efficiency-enhancing and cost-reducing programs. Examples of such efficiency measures include
product redesign, process improvement, as well as the closure of less efficient plants and the relocation of
production, development and administrative functions to more efficient and/or lower cost sites and overhead
minimization. For example, we have in the past few years expanded our Rail Vehicle Systems segment’s
operations in Berlin and Budapest by shifting production capacities from Munich to these two locations.

In addition, we initiated the “KB2020 Bottom Line” program in the fourth quarter of 2015. This program initially
sought to achieve, by 2020, a low three digit million Euro in aggregate savings (before deduction of costs)
through a variety of cost savings measures, such as relocation of projects, overhead reduction and an
optimization of engineering footprint (e.g., best-cost-country approach) and cost optimization through major
strategic production evolutions, such as global scalable brake control (“GSBC”). A portion of planned cost
savings affected our results of operations in the fiscal years 2016 and 2017 as these savings were recorded in
earnings before taxes. A further low three digit million Euro in cost savings is targeted post 2020 (before
deduction of costs). Note that all data relating to “KB2020 Bottom Line” is derived from German GAAP data
which may therefore deviate from and not be comparable to data based on IFRS presented elsewhere in the
Prospectus.
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Furthermore, for more than ten years we have been using our ongoing operative cost optimization program called
“Strong Focus” which targets improving price negotiations through software tools, value analysis and value
engineering and savings in other operational expenditures. In particular, “Strong Focus” provides us with
transparency, tracks progress against targets, enhances control and enables us to reduce costs to compensate
negative effects from inflation, price pressure from customers and price increases from suppliers.

For information on the risks we face in the event we fail to implement these efficiency and other operational
improvements and cost savings measures, see “/.1.10. — Risk Factors — We may fail to successfully identify,
enter into or integrate acquisitions, joint ventures or cooperations or to successfully execute divestments, which
could have a material adverse effect on our business, results of operations, cash flows and financial position.”

9.2.7.  Currency Fluctuations and Hedging

Changes in foreign currency exchange rates have affected, and are expected to continue to affect, our results of
operations and financial position, via our revenues and costs, as well as the book value of our foreign assets and
liabilities when reported in Euro.

In the periods under review, we generated a significant part of our revenues and costs in a number of non-Euro
currencies, mainly the U.S. Dollar and the Chinese Yuan. Other currencies, such as the British Pound, Hungarian
Forint and the Czech Koruna are also important, since we sell products produced in these countries in Euro but
incur costs in the respective local currency. Furthermore, we sell imported products and purchase various
imported components and merchandise. A significant and growing portion of our products are manufactured in
best-cost countries and sold in other countries. Cross-border transactions, both with external parties and within
our Group, result in a certain exposure to transactional currency exchange effects. In the event of depreciation or
appreciation of the respective currencies of the countries in which we operate, the cost of our imported products,
components and equipment or our local expenses will be affected.

For example, in 2014 and 2015 the strengthening of the Chinese Yuan, especially in relation to the Euro,
positively affected our revenues in our Rail Vehicle Systems segment and the strengthening U.S. Dollar,
especially in relation to the Euro, positively impacted both the Rail Vehicle Systems and Commercial Vehicle
segments. In 2016 and 2017, foreign exchange rates negatively impacted our revenues and margins in both
operating segments, primarily due to a moderate recovery of the Euro against the U.S. Dollar and the Chinese
Yuan.

Furthermore, changes in foreign currency exchange rates have affected and may in the future affect our costs as
cash held in foreign currencies may be subject to value adjustments. In the periods under review we incurred not
insignificant impairment charges related to cash held in the U.S. Dollar. In addition, unrealized non-recurring
expenses and income related to periodic fluctuations of fair value measurements of cashflow hedges have, in the
past affected our financial result. We expect that such effects will reduce following adoption of hedge
accounting, currently planned to be implemented for the fiscal year ending December 31, 2019.

In order to help manage our exchange rate risk related to transactions across different regions, we employ two
key strategies: first we make use of opportunities for compensatory supply volumes within the Group; and
second, the remaining risk portfolio is, to an appropriate extent, hedged by means of derivatives. Such measures,
however, serve exclusively to hedge basic transactions within the scope of normal business operations. In
addition, in particular due to a geographic diversification over recent years and an establishment of a high
proportion of local manufacturing and local suppliers within the respective currency zones, potentially adverse
effects on our results of operations and financial position from exchange rates volatility resulting from
operational transactions have been mitigated, see “9.9.2. — Currency Risks” and “1.1.26. — Risk Factors — Our
sales, results of operations and financial position may be adversely affected by currency fluctuations.”

9.3. Presentation of Financial Information and Factors Affecting Comparability
9.3.1. Changes to Accounting Policies and Changes in Presentation

In the periods under review, Knorr-Bremse has applied or taken into account new or revised standards that have
been adopted by the European Union into European law. Of these changes to the Groups’s accounting policies
and in presentation, the application of IFRS 15 Customer Contracts (“IFRS 15”) had a significant impact on our
Unaudited Condensed Consolidated Interim Financial Statements.

At Knorr-Bremse, customer-specific development work (pre-production engineering activities) may regularly be
required to process new orders prior to the start of series production. As a result of the introduction of IFRS 15,
costs to fulfil an anticipated contract are capitalized. The amortization begins with the start of production over the
period of the supply relationship. Amortization is presented in changes in inventories of the consolidated
statement of profit or loss.
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Cost reimbursements received from customers in connection with pre-production engineering activities are
recognized as a contract liability and subsequently recognized in revenues over the period of the supply
relationship. Prior to the application of IFRS 15, these reimbursements were recognized in other operating
income when payments were received. As of June 30, 2018, amortization of the capitalized costs to fulfil a
contract has not yet started.

Nomination fees paid to customers, which comprise one-time bonus payments awarding future customer orders,
are capitalized as other assets and subsequently recognized as deductions to sales over the period of the supply
relationship.

With regard to the first-time application of IFRS 15, the Group applied the modified retrospective method
according to which the cumulative adjustment amounts are recognized as of January 1, 2018. Consequently, the
Group did not apply the requirements of IFRS 15 to the comparative period presented. The figures for the
six-month period ended June 30, 2017 and as of June 30, 2017, presented in our Unaudited Condensed
Consolidated Interim Financial Statements were therefore not adjusted.

The balance sheet positions contract assets, costs to fulfil a contract and contract liabilities are newly introduced
due to IFRS 15. The previously presented receivables and liabilities from construction contracts were adjusted as
a result of the first-time application of IFRS 15. Differences in presentation between contract assets and contract
liabilities as well as receivables from construction contracts and liabilities from construction contracts mainly
resulted from the offsetting of provisions for onerous contracts with corresponding receivables from construction
contracts in the previous period. These were reported gross in accordance with IFRS 15. In accordance with IFRS
15, contract assets are to be included in the calculation of impairments in accordance with IFRS 9. This did not
have any significant effects for the six-month period ended June 30, 2018. Further effects of the first time
application of IFRS 15 were the recognition of costs to fulfil a contract (presented in a separate line item of
non-current assets) and capitalization of nomination fees paid to customers (presented under other non-current
assets).

The transition to IFRS 15 had the following effect on our consolidated statement of financial position as of
June 30, 2018:

As of June 30, 2018
Values without
application of

(in EUR million) Values as reported Adjustment effects IFRS 15
Assets
NON-CUITENT ASSELS .vviinintieeieiee ettt e e ans 1,923.5 15.6 1,907.9

thereof OtheT ASSELS.....uuueieeiiiieeeiiiiieeereiiiieeeeeiieeeeeeriieeeeenaens 38.5 6.5 32.0

thereof costs to fulfil a contract............covveeeeeviiiineeiiiiiineenennn. 9.1 9.1 -
CUITENE @SSEES . tu it it ittt ettt et e e e e 4,141.3 8.4 4,133.0

thereof CONIACE ASSELS...uuererriineeeriiiieeereiiieeeeeriieeereranaeeeennens 128.3 8.4 120.0
Balance sheet total ...........................coooiiiiii 6,064.8 24.0 6,040.8
EqQUit.....oooiiiee e 1,308.5

thereof retained €arnings ..........oeeeeeeerriuiiiiiiiineeeeeeeeeeeeiiiiiiennn. 359 8.8 27.1

thereof profit attributable to the shareholders of Knorr-Bremse

AG s 283.5 0.6 283.0
Liabilities
Non-current HabilIties ......couvvniiniiniiiii e, 2,220.6 2.7 2,217.9

thereof deferred tax labilities .........coeeveiviineeiiiiiineeiiiiiieeeeee, 42.2 2.7 39.5
Current Habilities .. ouvniieiii e 2,535.7 11.9 2,523.8

thereof Other PrOVISIONS ........ccceeeeeiiiiiiiiiiiiiiiie e, 244.5 26.4 218.0

thereof contractual lHabilities ...........ccevevviieeeiiiiiineeiiiiiineeeeee, 302.0 (14.5) 316.6
Total liabilities ................oooiiiiiiiiiiii e, 4,756.3 14.7 4,741.7
Balance sheet total ...........................coooiiiii 6,064.8 24.0 6,040.8

Changes in the balance sheet resulted in particular from reclassifications due to the first-time disclosure of
contract assets and contract liabilities and the reversal of the offsetting of provisions for onerous contracts in
connection with construction contracts with associated balance sheet items. The contract assets recognized as of
June 30, 2018 were reported as receivables from construction contracts prior to application of IFRS 15, contract
liabilities as liabilities from construction contracts and advance payments received.

There were no significant transition effects in the consolidated statement of profit or loss for the six-month
period ended June 30, 2018 as a result of the implementation of IFRS 15. Without the application of IFRS 15, the
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net income for the six-month period ended June 30, 2018 would have amounted to EUR 306.4 million. With the
application of IFRS 15, the net income for the six-month period ended June 30, 2018, amounted to
EUR 307.0 million.

Furthermore, there were no material effects on the consolidated statement of cash flows for the six-month period
ended June 30, 2018.

For additional information on our accounting principles and significant accounting policies issued by the IASB
and applied for the first time, see note 1. and 2. to our Unaudited Condensed Consolidated Interim Financial
Statements, “23. — Financial Information”.

9.3.2.  Basis for Consolidation

The Consolidated Financial Statements include, as fully consolidated subsidiaries, all companies of material
significance to Knorr-Bremse, whose financial and operating policies can be directly or indirectly controlled by
the Company so as to obtain benefits from the activities of these companies (subsidiaries within the meaning of
IFRS). Subsidiaries that are individually and collectively immaterial for the net assets, financial position and
results of operations of Knorr-Bremse are accounted for at cost. Acquisitions are accounted for using the cost
method. All associated companies are accounted for using the equity method.

As of June 30, 2018, 150 companies were fully consolidated in our Consolidated Financial Statements (as of
December 31, 2017: 146 companies; as of December 31, 2016: 143 companies; as of December 31, 2015:
133 companies) and 4 companies were accounted for using the equity method (as of December 31, 2017:
4 companies; as of December 31, 2016: 4 companies; as of December 31, 2015: 6 companies).

9.3.3. Segments and Regions
9.3.3.1. Segments

We manage our business through the following three reporting segments: Rail Vehicle Systems, Commercial
Vehicle Systems and Others. Our reporting segmentation corresponds to our internal steering, controlling and
reporting structures and reflects regional economic characteristics and functional principles. These reportable
segments are reported in compliance with IFRS 8.

The Rail Vehicle Systems segment operates the OEM business as project business. The OEM business is based
on individual project contracts that provide for delivery of certain products, in particular, brake, door and HVAC
systems, for a different volume of the same type of trains. In our aftermarket business, which spans the entire
product life cycle, we sell equipment and spare parts into the installed base, and engage in selective project
business. Our project business in the aftermarket involves the general overhaul of entire trains for the brake, door
and HVAC systems sectors.

The Commercial Vehicle Systems segment offers its customers brake systems for commercial vehicles such as
trucks, buses, trailers and agricultural machinery. This includes the development, production, sales and service of
modern brake systems. In addition to complete brake systems, including driver assistance systems, the segment
also offers steering systems, torsional vibration dampers, powertrain-related solutions as well as transmission
control systems for improving efficiency and saving fuel. Our commercial vehicles systems business is a volume
business, both in the OEM business and in the aftermarket business, in which various products are delivered to
customers in large quantities on a daily basis. There are framework agreements in place with OEM and
aftermarket customers that regulate prices for a large number of products, which are produced just in time.

The Commercial Vehicle Systems segment offers its customers brake systems for commercial vehicles such as
trucks, buses, trailers and agricultural machinery. This includes the development, production, sales and service of
modern brake systems. In addition to complete brake systems, including driver assistance systems, the segment
also offers steering systems, torsional vibration dampers, powertrain-related solutions as well as transmission
control systems for improving efficiency and saving fuel. Our commercial vehicles systems business is a volume
business, both in the OEM and in the aftermarket business, in which various products are delivered to customers
in large quantities on a daily basis. There are framework agreements in place with OEMs and aftermarket
customers that regulate prices for a large number of products, which are produced just in time.

Our segment Others primarily involves leasing, corporate functions and logistics activities as well as media, IT
services, and Group control.

Key components of our segment reporting (which might deviate from our reporting on Group level) include,
among others, the following:

e Segment revenues representing sales of the reporting segments to third parties outside our consolidation
group or inter-segment deliveries in an immaterial amount.
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e Segment EBITDA, as the key ratio for our segment reporting, sets forth the segment’s net income/loss
before taxes on income, other financial result, interest expenses, interest income, as well as depreciation and
amortization.

e Segment EBIT, as a further key ratio for our segment reporting, sets forth as net income/loss before taxes on
income, other financial result, interest expenses and interest income for the respective segment.

e Segment earnings before taxes sets forth net profit before taxes representing earnings for the period before
taxes on income for the respective segment.

e Segment Net Working Capital is the balance of inventories, trade accounts receivables, receivables from
construction contracts, trade accounts payables, liabilities from construction contracts and prepayments
received for the respective segment.

The financial data in our segment reporting is based on data derived from German GAAP data and includes
reconciliation to IFRS figures. For additional information on our segment reporting, see note 16 to our Unaudited
Condensed Consolidated Financial Statements and note I. 2 to our Audited Consolidated Financial Statements
“23. — Financial Information”.

9.3.3.2.  Regions

In addition to the information on our reporting segments sets forth above, similar information is provided with
respect to our regions. Here, a distinction is made between the regions Europe/Africa (as the largest of our
reportable regions in terms of revenues), Asia-Pacific and North America and South America which are
constituted as follows:

e  Europe/Africa, including Austria, Belgium, Czech Republic, France, Germany, Hungary, Italy, Netherlands,
Poland, Romania, Russia, Spain, Sweden, Switzerland, Turkey, UK, and South Africa;

e Asia-Pacific, including Australia, China, Hongkong, India, Japan, and South Korea;

e  North America, including Canada, Mexico and the USA; and

e  South America, including Argentina and Brazil.

9.3.4.  Key Items of our Consolidated Statement of Profit or Loss

The following section provides an explanation of key line items of our consolidated statement of profit or loss:
e Revenues primarily result from the sale of our products and services.

e Total operating performance comprises revenues less changes in inventories of unfinished/finished
products and other own work capitalized.

e  Other operating income consists primarily of income from the disposal of land and buildings, income from
the disposals of prototypes and scrap sales, income from other services, and gains on exchange rate
differences and extraordinary income, as well as insurance compensation and compensation payments. Other
services mainly comprise sale of development and testing services to third parties.

e Cost of materials consists primarily of expenses for raw materials, consumables and supplies and for
purchased goods, as well as expenses for purchased services.

e Personnel expenses include wages and salaries as well as statutory social security contributions and
expenses relating to personnel leasing.

e Other operating expenses consist primarily of order-related expenses, maintenance expenses, legal and
consulting fees, commissions, travel expenses, and miscellaneous administrative expenses.

o Earnings before interest, tax, depreciation and amortization (EBITDA) is defined as net income/loss
before taxes on income, other financial result, interest expenses, interest income, as well as depreciation and
amortization.

e Depreciation and Amortization primarily includes planned depreciation and amortization on purchased
intangibles and property, plant and equipment as well as impairment on goodwill and property, plant and
equipment.

e Earnings before interests and taxes (EBIT) is defined as net income/loss before taxes on income, other
financial result, interest expenses and interest income.

e Earnings before taxes is defined as income for the period before taxes on income.

e Net income/loss is defined as income for the period after taxes on income.
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9.3.5. Non-IFRS Measures and Non-Financial Operating Data

For the definition of certain Non-IFRS measures included in the Prospectus, see “2.8. — General Information —
Non-IFRS Measures/Alternative Performance Measures”.

9.4. Comparison of Results of Operations for the Six-Month Periods Ended June 30, 2018 and June 30,
2017

The following table shows information from our consolidated statement of profit or loss for the six-month
periods ended June 30, 2018 and June 30, 2017:

For the six-month period
ended June 30,
(in EUR million, unless otherwise indicated) 2018 2017 Change (in %)
(unaudited)

REVEINUECS . ..cviiiiieie e 3,322.2 2,976.0 11.6
Changes in inventories of unfinished/finished products.......................... 29.3 59.1 (50.5)
Other own work capitalized.............ocooeiiiiiiiiiiiii, 19.8 14.6 35.6
Total operating performance ..................cccccoeeeiiiiiineiiiiiiin e, 3,371.3 3,049.7 10.5
Other operating iNCOME .........ccoeetiiiiiiiiiiiiiiiiiiiiiee e e e e e 47.8 40.9 16.9
Cost Of MAtErTalS ......uoiitniiiii i (1,680.4) (1,463.6) 14.8
Personnel EXPenSeS. .. . ooeeeeeeiiiiiiiiiiiiiiie e e et (746.5) (708.4) 54
Other OPerating EXPEISES «....ceeeeterrrrrruruiniaeeeeeeererteteiinenaaaeeeeeeeeeneneaens (410.0) (400.6) 2.4
Earnings before interest, tax, depreciation and amortization
(EBITDA) ..o e e e e e e e eaes 582.2 518.0 124
Depreciation and amortiZation ..............eeeeeeeeeereiiiiiiiiiiieee e eeeeeeeeeeeneenn. (109.9) (94.9) 15.8
Earnings before interests and taxes (EBIT).....................ccccoeeeiinnn. 472.3 423.1 11.6
TNEETESE INCOME «.evvviieeeiiiiie et e e et e e ettt e e et eeeeb e e e e eaa e eeeasenns 11.2 11.9 5.4)
TNEEIEST EXPEIISES vt eeeeet ettt e e e e e e e ettt e e e e e e e eeeeenenenen (18.2) (21.3) (14.4)
Other financial TESUIL..........oveiiiiiiii et (34.8) (24.9) 39.7
Earnings before taxes ................c.ooviiiiiiiiiin i 430.5 388.7 10.7
TaXES ON ANCOMC «vvvveeeiiiieeeeeiiieeeetiieeee ettt eeeeatieeeaaseneeeeasinaeeeeasenns (123.5) (119.1) 3.7
Net iNCOME/LOSS........ccoovviieiiiiiii e e e e e e eaaenns 307.0 269.6 13.9

thereof profit (loss) attributable to non-controlling interests ............... 23.5 33.3 (29.5)

thereof profit (loss) attributable to the shareholders of

KNOIT-Bremse AG .....ciiiiiiiieiiiiiiiee et e et e e 283.5 236.4 20.0

9.4.1. Revenues

In the six-month period ended June 30, 2018, our revenues increased by EUR 346.2 million, or 11.6%, to
EUR 3,322.2 million from EUR 2,976.0 million in the six-month period ended June 30, 2017. This increase was
due to an increase in revenues in both our Rail Vehicle Systems segment, as well as our Commercial Vehicle
Systems segment. The revenues growth in both segments was almost entirely organic, since the most recent
acquisition in our Rail Vehicle Systems segment — Kiepe Electric — was acquired in February 2017. Revenues
for the six-month period ended June 30, 2017 would have been EUR 12.3 million higher if Kiepe Electric had
been acquired at January 1, 2017.

The following table shows a breakdown of our revenues per segment for the six-month periods ended June 30,
2018 and 2017.

For the six-month period
ended June 30
(in EUR million, unless otherwise indicated) 2018 2017 Change (in %)
(unaudited)

Revenues by segment() ..............uiiiiiiiiiiiiiiiii e 3,322.2 2,976.0 11.6
thereof Rail Vehicle SYStems..........uuuiiieeeeiiiiiiiiiiiiiiiieee e eee e 1,744.2 1,549.4 12.6
thereof Commercial Vehicle Systems ...........cooooviuiiiiiiiinieeeiiiiiiiiiiian. 1,577.3 1,427.3 10.5
FREFEOf OUNETS ..ceeivieeeeiiiee ettt e et e e e et e e e e eaa e eeaaes 0.7 0.7) n/a

M The financial data in our segment reporting is based on data derived from German GAAP data and includes

reconciliation to IFRS figures. Segment revenues are calculated as a sum of revenues of reportable segments and
revenues of reconciliation to IFRS according to information on reportable segments.

In our Rail Vehicle Systems segment, revenues increased by EUR 194.8 million, or 12.6%, to
EUR 1,744.2 million in the six-month period ended June 30, 2018, compared to EUR 1,549.4 million in the
six-month period ended June 30, 2017. This increase was primarily due to the strong performance in the mass
transit and rail service business in China, as well as in India. In addition, brake and on-board sales in Europe and
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the passenger and freight business in North America positively contributed to the Rail Vehicle Systems
segment’s increase in revenues.

In the six-month period ended June 30, 2018, Commercial Vehicle Systems segment revenues increased by
EUR 150.0 million, or 10.5%, to EUR 1,577.3 million from EUR 1,427.3 million in the six-month period ended
June 30, 2017. This increase was mainly attributable to a strong OE performance based on a further increase of
the global truck production rates, in addition to stronger market penetration in North America. In Asia, an
adoption of new technologies, mainly in China, further contributed to the increase in revenues in the Commercial
Vehicle Systems segment.

The following table shows a breakdown of our revenues per region for the six-month periods ended June 30,
2018 and 2017:

For the six-month period
ended June 30
(in EUR million, unless otherwise indicated) 2018 2017 Change (in %)
(unaudited)

REVENUES . ..o e 3,322.2 2,976.0 11.6
thereof BUrope/AfTiCa ........oviiiiiiiieiiiiiiie e 1,652.6 1,505.1 9.8
thereof Asia-PacifiC ..........ooviiiiiiiiiiiiiiiiii e 936.6 775.7 20.7
thereof NOTth AMETICA .oevvuueiiiiiieieiiiiie et 681.2 650.6 4.7
thereof SOUth AMETICA ..evvuviiiiiiieieiiiiiie e e 51.8 44.6 16.2

On a regional basis, our revenues in Europe/Africa increased by EUR 147.6 million, or 9.8%, from
EUR 1,505.1 million in the six-month period ended June 30, 2017, to EUR 1,652.6 million in the six-month period
ended June 30, 2018, which constituted 49.7% of our total revenues (50.6% in the six-month period ended June 30,
2017). This increase was, in particular, attributable to the aforementioned higher brake and on-board sales.

In the Asia-Pacific region, revenues increased by EUR 160.9 million, or 20.7%, from EUR 775.7 million in the
six-month period ended June 30, 2017, to EUR 936.6 million in the six-month period ended June 30, 2018, which
constituted 28.2% of our total revenues (26.1% in the six-month period ended June 30, 2017). This increase was
primarily due to the growth in China in both operating segments, as well as rail business in India.

Our revenues in the North America region increased by EUR 30.6 million, or 4.7%, from EUR 650.6 million in
the six-month period ended June 30, 2017, to EUR 681.2 million in the six-month period ended June 30, 2018,
which constituted 20.5% of our total revenues (21.9% in the six-month period ended June 30, 2017). This
increase was mainly a result of the aforementioned strong development of the OE performance as a result of a
further increase of the global truck production rates, in addition to stronger market penetration in North America,
as well as a favorable sales development in the rail passenger and freight business.

In our South America region, revenues increased by EUR 7.2 million, or 16.2%, from EUR 44.6 million in the
six-month period ended June 30, 2017, to EUR 51.8 million in the six-month period ended June 30, 2018, which
constituted 1.6% of our total revenues (1.5% in the six-month period ended June 30, 2017). The main reason for
this increase was a further recovery of the Commercial Vehicles Systems market in this region.

9.4.2. Total Operating Performance

In the six-month period ended June 30, 2018, our total operating performance increased by EUR 321.6 million,
or 10.5%, to EUR 3,371.3 million from EUR 3,049.7 million in the six-month period ended June 30, 2017.

The main reason for this increase was the increase of our revenues. In addition, other own work capitalized
increased by EUR 5.2 million, or 35.6%, from EUR 14.6 million in the six-month period ended June 30, 2017, to
EUR 19.8 million in the six-month period ended June 30, 2018.

As a balancing effect, changes in inventories of unfinished/finished products amounted to EUR 29.3 million in
the six-month period ended June 30, 2018, compared to EUR 59.1 million in the six-month period ended June 30,
2017. This decrease of EUR 29.9 million, or 50.5%, was mainly due to an increase in sales of products that were
already manufactured in the previous period after a general build-up of inventories in all areas in the six-month
period ended June 30, 2017.

9.4.3.  Other Operating Income

In the six-month period ended June 30, 2018, our other operating income increased by EUR 6.9 million, or
16.9%, to EUR 47.8 million from EUR 40.9 million in the six-month period ended June 30, 2017.

The main reason for this increase was the increase in insurance compensation and compensation payments by
EUR 2.6 million to EUR 3.6 million in the six-month period ended June 30, 2018, from EUR 1.0 million the
six-month period ended June 30, 2017. In addition, income from government grants increased by
EUR 2.0 million to EUR 3.9 million in the six-month period ended June 30, 2017, from EUR 1.8 million in the
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six-month period ended June 30, 2017. Furthermore, rental income increased by EUR 2.0 million from
EUR 1.8 million in the six-month period ended June 30, 2017, to EUR 3.8 million in the six-month period ended
June 30, 2018.

9.4.4. Cost of Materials

In the six-month period ended June 30, 2018, our cost of materials increased by EUR 216.8 million, or 14.8%, to
EUR 1,680.4 million from EUR 1,463.6 million in the six-month period ended June 30, 2017.

The main reason for this increase was the revenues growth related increase in expenses for raw materials,
consumables and supplies and for purchased goods by EUR 210.8 million, or 15.6%, to EUR 1,563.5 million in
the six-month period ended June 30, 2018, from EUR 1,352.7 million in the six-month period ended June 30,
2017. The development of costs of materials was generally proportional to the development of revenues.

Cost of materials as a percentage of revenues increased slightly to 50.6% in the six-month period ended June 30,
2018, compared to 49.2% in the six-month period ended June 30, 2017, primarily due to changes in our product
and channel mix with a slight increase of our OE business compared to our aftermarket business.

9.4.5. Personnel Expenses

In the six-month period ended June 30, 2018, our personnel expenses increased by EUR 38.1 million, or 5.4%, to
EUR 746.5 million from EUR 708.4 million in the six-month period ended June 30, 2017.

Our average number of employees (based on headcount, including leasing staff) increased to 28,936 employees
during the six-month period ended June 30, 2018, compared to an average number of 26,182 employees during
the six-month period ended June 30, 2017, driven by the revenues growth in all regions. Personnel costs per
employee (calculated as personnel expenses divided by average number of employees) decreased from
EUR 27.1 thousand in the six-month period ended June 30, 2017, to EUR 25.8 thousand in the six-month period
ended June 30, 2018. On a segmental level, the average number of employees in our Rail Vehicle Systems
segment (based on headcount) rose from approximately 15,601 during the six-month period ended June 30, 2017,
to approximately 16,593 during the six-month period ended June 30, 2018. In the Commercial Vehicle Systems
segment, the average number of employees (based on headcount, including leasing staff) increased from
approximately 10,137 employees during the six-month period ended June 30, 2017, to approximately 11,711
during the six-month period ended of June 30, 2018.

Our personnel expenses as a percentage of total revenues amounted to 22.5% in the six-month period ended
June 30, 2018, compared to 23.8% in the six-month period ended June 30, 2017. The main reason for this
decrease was a regional sales shift with increasing China business. The overall increase in personnel expenses
was mainly a result of higher wages and salaries which increased by EUR 30.2 million, or 5.0%, to
EUR 632.5 million in the six-month period ended June 30, 2018, from EUR 602.3 million in the six-month
period ended June 30, 2017, in particular due to the aforementioned increase in personnel. As a result of this
increase, social security contributions also increased by EUR 7.9 million, or 7.5%, to EUR 114.0 million in the
six-month period ended June 30, 2018, from EUR 106.1 million in the six-month period ended June 30, 2017.

9.4.6.  Other operating expenses

In the six-month period ended June 30, 2018, our other operating expenses increased by EUR 9.4 million, or
2.4%, to EUR 410.0 million from EUR 400.6 million in the six-month period ended June 30, 2017.

The main reason for this increase were higher order-related expenses of EUR 33.3 million, increasing by 43.7%,
from EUR 76.2 million in the six-month period ended June 30, 2017, to EUR 109.5 million in the six-month
period ended June 30, 2018. This increase was mainly attributable to the increased sales volumes.

This increase was partially offset by the decrease in other expenses, which decreased by EUR 21.7 million, or
39.3%, to EUR 33.5 million in the six-month period ended June 30, 2018, from EUR 55.2 million in the
six-month period ended June 30, 2017. These mainly related to declining extraordinary expenditures incurred in
connection with the attempted acquisition of Haldex AB, the conversion of Group accounting to IFRS and the
preparation for the initial public offering of the Company in the six-month period ended June 30, 2018 compared
to the previous period. In addition, personnel related expenses decreased by EUR 11.9 million, or 18.9%, to
EUR 51.0 million in the six-month period ended June 30, 2018, from EUR 62.9 million in the six-month period
ended June 30, 2017. This decrease was mainly a result of lower travel and training expenses.

9.4.7.  Earnings before interest, tax, depreciation and amortization (EBITDA)

In the six-month period ended June 30, 2018, our earnings before interest, tax, depreciation and amortization
(EBITDA) increased by EUR 64.2 million, or 12.4%, to EUR 582.2 million from EUR 518.0 million in the
six-month period ended June 30, 2017, due to the factors set out above.
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Our EBITDA increased at a rate higher than the 11.6% increase in revenues primarily due to increased other
operating income at 16.9%, which were only partially offset, in particular, by the 14.8% higher cost of materials
in the six-month period ended June 30, 2018.

The following table shows a breakdown of our EBITDA by segment for the six-month periods ended June 30,
2018 and 2017.

For the six-month period
ended June 30
(in EUR million) 2018 2017 Change (in %)
(unaudited)

EBITDA .. oot e e 582.2 518.0 12.4
thereof Rail Vehicle SYStemS........ccouvuuiiiiiiiiiinieiiiiiie e 3222 276.1 16.7
thereof Commercial Vehicle Systems ...........ooveeeiiiiineiiiiiinneeiiiieeeeeen, 259.6 242.8 6.9
ThereOf OTNETS ..ooevvviieiiiiiiee e e e 0.4 0.9) n/a

In our Rail Vehicle Systems segment, EBITDA increased by EUR 46.1 million, or 16.7%, to EUR 322.2 million
in the six-month period ended June 30, 2018, compared to EUR 276.1 million in the six-month period ended
June 30, 2017. This increase was primarily due to the higher segment revenues, whereby, additionally, we also
benefited from a positive regional mix, mainly reflecting the revenues contribution from China.

In the six-month period ended June 30, 2018, the Commercial Vehicle Systems segment reported an increase in
EBITDA by EUR 16.8 million, or 6.9%, to EUR 259.6 million from EUR 242.8 million in the six-month period
ended June 30, 2017. This increase was mainly attributable to the revenues growth in all regions based on the
globally positive development of truck production rates and, thus, an increase in our OE business.

9.4.8. Depreciation and Amortization

In the six-month period ended June 30, 2018, our depreciation and amortization increased by EUR 15.0 million,
or 15.8%, to EUR 109.9 million from EUR 94.9 million in the six-month period ended June 30, 2017. This
increase was largely attributable to the realized loss from the abovementioned sale of certain businesses which
had been recognized as disposal groups classified as held for sale under the disposal group “Blueprint”, as set out
above. On August 3, 2018, we entered into an agreement for the sale of our UK vehicle maintenance business. In
relation to this sale, EUR 19.5 million were recognized in our consolidated statement of profit or loss for the
six-month period ended June 30, 2018, under depreciation and amortization. Furthermore, an additional effect of
EUR 5.5 million resulted from the abovementioned sale of the Sydac disposal group effective as of July 31,
2018. As the primary off-setting item, amortization of intangible assets, decreased. Depreciation of property,
plant and equipment increased from EUR 70.7 million in the six-month period ended June 30, 2017, to
EUR 90.9 million in the six-month period ended June 30, 2018, mainly due to the impairment of the
abovementioned disposal groups. Amortization of intangible assets decreased from EUR 24.1 million in the
six-month period ended June 30, 2017, to EUR 19.0 million in the six-month period ended June 30, 2018.

The larger proportion of depreciation and amortization in the six-month period ended June 30, 2018, in the
amount of EUR 62.5 million, was accounted for in the Rail Vehicle Systems segment, while depreciation and
amortization in the Commercial Vehicle Systems segment totaled EUR 40.9 million.

9.4.9. Earnings before interests and taxes (EBIT)

In the six-month period ended June 30, 2018, our earnings before interests and taxes (EBIT) increased by
EUR 49.2 million, or 11.6%, to EUR 472.3 million from EUR 423.1 million in the six-month period ended
June 30, 2017.

This increase was primarily due to the increase in our EBITDA, as set out above, which was to some extent
mitigated by increased depreciation and amortization, as explained above.

9.4.10. Earnings before Taxes

In the six-month period ended June 30, 2018, our earnings before taxes increased by EUR 41.8 million, or
10.7%, to EUR 430.5 million from EUR 388.7 million in the six-month period ended June 30, 2017.
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The following table shows a breakdown of selected financial information from our financial result for the the
six-month period ended June 30, 2018 and 2017:

For the six-month period
ended June 30
(in EUR million, unless otherwise indicated) 2018 2017 Change (in %)
(unaudited)
Interest iNCOME..............ooiiviiiiiii e 11.2 11.9 (5.4)
Interest @XPEeNSES ...........uuviiiiiiiiieiiiiii et e e et e e (18.2) (21.3) (14.4)
Other financial result from other financial income and other
financial eXPeNSeS.............ccoiviiiiiiiiiiiiiiiee e e (34.8) (24.9) 39.7
Financial result ..o (41.8) (34.4) 21.7

The increase in earnings before taxes was mainly a result of the aforementioned increase of our EBIT.
Furthermore, in the first quarter of 2017, our earnings before taxes was comparably low as we recorded certain
risk provisions, in particular relating to uncertain market expectations mainly in Asia-Pacific which were only
released in the fourth quarter of 2017 as these risks did not materialize in the fiscal year 2017 and, accordingly,
this effect was only offset in the second half of 2017. In the six-month period ended June 30, 2018, we did not
record similar provisions. Another reason for the increased earnings before taxes was the decrease in interest
expenses by EUR 3.1 million, or 14.4%, from EUR 21.3 million the the six-month period ended June 30, 2017,
to EUR 18.2 million the the six-month period ended June 30, 2018, mainly due to favorable developments of
financial market interest rates.

These effects were partly offset by a deterioration in other financial result which amounted to EUR (34.8) million
in the six-month period ended June 30, 2018, compared to EUR (24.9) million in the six-month period ended
June 30, 2017. This development primarily resulted from unrealized non-recurring expenses related to periodic
fluctuations of fair value measurements of cashflow hedges which amounted to EUR 44.3 million in the
six-month period ended June 30, 2018, whereas they positively contributed to our financial result in the
six-month period ended June 30, 2017 by EUR 23.1 million. As a slight off-setting effect, in the six-month
period ended June 30, 2018, we realized a gain of EUR 6.7 million recorded in other financial result form the sale
of the Swedish part of the vehicle maintenance business as part of the “Blueprint” disposal group which was sold,
on April 1, 2018.

9.4.11. Net Income

In the six-month period ended June 30, 2018, our net income increased by EUR 37.4 million, or 13.9%, to
EUR 307.0 million from EUR 269.6 million in the six-month period ended June 30, 2017. Thereof, profit
attributable to the shareholders of Knorr-Bremse AG increased by EUR 47.2 million, or 20.0%, to
EUR 283.5 million in the six-month period ended June 30, 2017, from EUR 236.4 million in the six-month
period ended June 30, 2017. Profit attributable to non-controlling interests decreased by EUR 9.8 million, or
29.5%, to EUR 23.5 million in the six-month period ended June 30, 2018, from EUR 33.3 million in the
six-month period ended June 30, 2017. Profit attributable to non-controlling interests related to the minorities of
Knorr-Brake Holding Corporation, Delaware, USA, and Knorr-Bremse CARS LD Co. Ltd., Daxing, China, in in
the six-month period ended June 30, 2017 and June 30, 2018. In April 2018, all non-voting preference shares in
Knorr-Brake Holding Corporation, Delaware, USA, were repurchased and cancelled. The purchase price of
USD 159.6 million, i.e., EUR 130.6 million also covered the dividend rights of the previous shareholder, Ursus,
with effect of January 1, 2018. Therefore, the profit attributable to non-controlling interests attributable to Knorr-
Brake Holding Corporation, Delaware, USA, decreased to zero in the six-month period ended June 30, 2018.

The increase in net income was mainly due to the increased earnings before taxes, as set out above. As a slight
counter-effect, taxes on income increased by EUR 4.4 million, or 3.7%, from EUR (119.1) million in the
six-month period ended June 30, 2017, to EUR (123.5) million in the six-month period ended June 30, 2018,
primarily as a result of the increase of earnings before taxes.

The nominal tax rate amounted to 32.8% in the six-month period ended June 30, 2018. In accordance with IAS
34, the calculation of the Group’s income taxes for the six-month period ended June 30, 2018, was based on the
expected effective tax rate for the full year of 29.0% (expected effective tax rate for the six-month period ended
June 30, 2017: 31.1%). The difference to the nominal tax rate was mainly due to lower local tax rates in
comparison to the nominal tax rate on Group level, permanent differences resulting from tax corrections, as well
as the non-capitalization of deferred tax assets on current year losses and loss carry-forwards, which were
deemed to be not recoverable.
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9.5. Comparison of Results of Operations for the Fiscal Year 2017 and the Fiscal Year 2016

The following table shows information from our consolidated statement of profit or loss for the fiscal year 2017
and the fiscal year 2016:

For the fiscal year
(in EUR million, unless otherwise indicated) 2017 2016 Change (in %)
(audited) (unaudited)

REVENUES ... ovie i 6,153.5 5471.3 12.5
Changes in inventories of unfinished/finished products ............cccccceveviiiiinnn. 38.8 (11.1) n/a
Other own WOrk capitalized ...........oveeiiiiiiiieiiiiiiie e 31.8 21.1 50.7
Total operating performance ....................ceeooviiiiiiiiiiiiiniee e 6,224.1 5481.3 13.6
Other OPerating INCOME ... ....uuieiiiiiieetiiiiee ettt e e ettt e e e ettt e eeeeaieeeeraiaeaaes 81.2 83.3 (2.5)
CoOoSt Of MALETIALS . .eveivniiieii e (3,009.6) (2,571.4) 17.0
PerSONNEl EXPEINSES ... eiiiiiiieeeiiiiie ettt ettt e e e (1,438.9)(1,272.1) 13.1
Other OPErating EXPEISES ....uuueererruneereriiieeeeiiieeeettaiaeeeertineeeerninaeeerrenaaes (741.3) (668.9) 10.8
Earnings before interest, tax, depreciation and amortization (EBITDA) ... 1,115.5 1,052.1 6.0
Depreciation and amoOTrtiZation ..............veeeiiiieeeiiiiiieeeeiiiee e e eeeees (211.5) (165.7) 27.7
Earnings before interests and taxes (EBIT) .............c.....oooooiiiiiiiiiiiiiinnnn... 904.0 886.4 2.0
INEEIESE INCOMC. .. iitiiiii et e et et e e et e e e et e et e e et e e et e eaaeeeaaneees 24.0 19.2 25.1
TOLETESE EXPEIISES vvvueeeiiriieeeeiiie e e ettt e e ettt e e e et e e e e et e e e e eat e e e eenaieeeeenes (38.8) (28.7) 35.3
Other financial TeSULL ...........iiviiiii e (36.8) (35.7) 3.1
Earnings before taxes..................ouiiiiiiiiiiiiii e 8525 8413 1.3
TaXES ON INCOIMNE ...ueivniineiieii e e ettt et e e e eens (265.2) (274.1) (3.2)
NEtINMCOMIC. .......oooiiiiiiiiiiiie e e e e e e e e e e e eeaes 587.2 567.2 3.5

thereof profit attributable to non-controlling interests ...............ueveeeeeunnnnnn. 51.7 40.8 26.7

thereof profit attributable to the shareholders of Knorr-Bremse AG............. 535.5 5263 1.7

9.5.1. Revenues

In the fiscal year 2017, our revenues increased by EUR 682.3 million, or 12.5%, to EUR 6,153.5 million from
EUR 5,471.3 million in the fiscal year 2016. The increase was due to an increase in revenues in both the
Commercial Vehicle Systems segment and the Rail Vehicle Systems segment, which was partially offset by the
negative impact of a change in foreign

exchange rates.

The following table shows a breakdown of our revenues by segment for the fiscal year 2017 and 2016.

For the fiscal year
(in EUR million, unless otherwise indicated) 2017 2016 Change (in %)
(audited) (unaudited)
REVENUES .. ceiiiie e 6,153.5 5,471.3 12.5
thereof Rail Vehicle SYStems .........ccoevuiiiiiiiiiinieiiiiiiineeeiiiee e 3,260.1 2,978.7 9.4
thereof Commercial Vehicle SyStems ............cevveeiiiiinieiiiiiineeiiiinnes 2,890.6 2,493.0 16.0
ThereOf ONETS ...coeiviieiiiiiiie e 2.8 0.4) n/a

In our Rail Vehicle Systems segment, revenues increased by EUR 281.4 million, or 9.4%, to EUR 3,260.1 million
in the fiscal year 2017 compared to EUR 2,978.7 million in 2016 supported by growth from all regions, except for
South America. The increase resulted from a largely positive development in the worldwide Rail Vehicle Market (as
defined in “10.1.1.1. — Markets and Competitive Environment — The Two Main Approaches to a Definition of the
Rail Vehicle Market” below). In the Europe/Africa region, the market moved slightly ahead of the previous year,
while in Asia-Pacific it remained stable with positive developments in the Indian passenger market. Growth was
generated by investments in the North American passenger transportation sector, with for example a new
high-speed project, whereas our revenues in South America — due to the state of the Brazilian economy — slightly
declined. In addition, the acquisition of Kiepe Electric in February 2017 added EUR 180.5 million to our revenues
in the fiscal year 2017, whereas it did not contribute to our revenues in the fiscal year 2016.

In 2017, Commercial Vehicle Systems segment revenues increased by EUR 397.6 million, or 16.0%, to
EUR 2,890.6 million from EUR 2,493.0 million in 2016. This increase was primarily due to a positive
development in the global commercial vehicle market as well as in the majority of the regional markets in which
we operate. The increase was largely attributable to a sharp increase in truck production rates and the
corresponding increase of revenues in China. Additionally, the truck and trailer business in North and
South America accelerated in the year under review, while business in Europe remained buoyant. In March 2017,
we acquired Bosch Japan’s TRS business for on-highway vehicles, which also contributed to the increase in our
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revenues in 2017, whereas this business did not contribute to our revenues in the previous period. A further
contribution to growth came from the acquisition of GT Group which we consolidated beginning on July 5, 2016,
i.e., revenues attributable to this business amounted to EUR 26.2 million in the last approximately six months of
2016 compared to EUR 57.0 million that would have been recorded for the entire fiscal year 2016 if the business
had been acquired on January 1, 2016. Additionally, the acquisition of the tedrive Group with effect as of
September 1, 2016 resulted in EUR 28.9 million additional revenues through initial revenues contributions for
four months. If the acquisition had taken place at the beginning of the year, the tedrive Group would have
contributed EUR 83.7 million in 2016.

The following table shows a breakdown of our revenues per region for the fiscal year 2017 and 2016.

For the fiscal year
(in EUR million, unless otherwise indicated) 2017 2016 Change (in %)
(audited) (unaudited)
REVENUES. .. ceieie e 6,153.5 5,471.3 12.5
thereof BUrope/AfTiCa ........oviiiiiiiieiiiiiiie e 3,076.4 2,677.0 14.9
thereof Asia-PacifiC ..........ooviiiiiiiiiiiiiiiiii e 1,690.4 1,553.7 8.8
thereof NOTth AMETICA .eevvuuiiiiiiieeeeiiiiee et 1,294.0 1,141.0 13.4
thereof SOUth AMETICA ...vvuuiiiiiiieieiiiiiie et 92.8 99.5 (6.8)

On a regional basis, our revenues in Europe/Africa increased by EUR 399.3 million, or 14.9%, from
EUR 2,677.0 million in 2016, to EUR 3,076.4 million in 2017 which constituted 50.0% of our Group’s
consolidated total revenues (2016: 48.9%). This increase was, in particular, attributable to revenues growth in the
Commercial Vehicle Systems segment in Europe. This was due in particular to the expansion of our new fields of
activity: Engine Air, Steering Systems, and Transmission Control. In addition, a stable level of incoming orders
from the European passenger and freight transportation sectors supported the revenues in the Europe/Africa
region which was also driven by revenues growth in our Rail Vehicle Systems segment. The RailServices
aftermarket business also showed positive development. While OEM business in Germany and the UK showed
clear growth, in Turkey it declined. Additionally, revenues for Kiepe Electric was for the first time included in
the Europe/Africa region.

In the Asia-Pacific region, revenues also increased by EUR 136.7 million, or 8.8%, from EUR 1,553.7 million in
the fiscal year 2016 compared to EUR 1,690.4 million in 2017, which constituted 27.5% of our Group’s
consolidated total revenues (2016: 28.4%). This was, in particular, due to a positive development in the
commercial vehicle market in China. In China, we benefited from the resurgent high-speed train and locomotive
market, while in Australia we secured a share of several mass transit projects and India that also contributed to
the growth. India Railways commissioned vehicle manufacturer ICF Chennai with the development and
production of a new multiple unit rail vehicle, for which Knorr-Bremse India is to supply brake systems as well
as automated plug sliding doors with sliding steps.

Our revenues in the North America region increased by EUR 153.0 million, or 13.4%, from EUR 1,141.0 million
in the fiscal year 2016 to EUR 1,294.0 million in the fiscal year 2017, which constituted 21.0% of our Group’s
consolidated total revenues (2016: 20.9%). This increase was primarily due to dynamic growth in the
Commercial Vehicle Systems segment in North America which, in particular, benefited from two trends: (i) truck
manufacturers adopted an increased content per vehicle in advanced collision mitigation systems as standard; and
(ii) air disc brakes increasingly replaced drum brakes as the standard on all axles. Other reasons for the increase
were the expansion of mass-transit networks and the improving freight market in North America.

In our South America region, revenues decreased by EUR 6.7 million, or 6.8%, from EUR 99.5 million in the
fiscal year 2016 to EUR 92.8 million in the fiscal year 2017, which constituted 1.5% of the consolidated total
revenues (2016: 1.8%). The main reasons for the decline were lower revenues in the South American rail vehicle
sector due to the crisis-hit Brazilian economy.

9.5.2.  Total Operating Performance

In the fiscal year 2017, our total operating performance increased by EUR 742.8 million, or 13.6%, to
EUR 6,224.1 million from EUR 5,481.3 million in the fiscal year 2016.

This increase was primarily due to the increase in our revenues. Additionally, changes in inventories of
unfinished/finished products increased by EUR 49.8 million to EUR 38.8 million in the fiscal year 2017
compared to EUR (11.1) million in the fiscal year 2016 mainly due to a general build-up of inventories in all
areas, especially in raw materials, auxiliary materials and supplies. In addition, other own work capitalized
increased by EUR 10.7 million, or 50.7%, from EUR 21.1 million in the fiscal year 2016 to EUR 31.8 million in
the fiscal year 2017 primarily due to increased capitalized research and development projects.
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9.5.3.  Other Operating Income

In the fiscal year 2017, other operating income decreased by EUR 2.1 million, or 2.5%, to EUR 81.2 million
from EUR 83.3 million in the fiscal year 2016.

The main reason for this decrease was the decrease in income from the disposal of land and buildings by
EUR 8.0 million to EUR 7.7 million in the fiscal year 2017 compared to EUR 15.8 million in the fiscal year
2016. The income in 2016 mainly related to a sale of land in Berlin-Marzahn, Germany which was no longer in
use, whereas in 2017 the income of EUR 7.7 million resulted from a sale of part of the Company facility located
in Munich, Germany. The lower income from the disposal of land and buildings was partially offset by an
increase in income from the disposals of prototypes and scrap sales by EUR 3.5 million, or 31.8%, to
EUR 14.5 million in the fiscal year 2017 from EUR 11.0 million in the fiscal year 2016.

9.5.4. Cost of Materials

In the fiscal year 2017, our cost of materials increased by EUR 438.2 million, or 17.0%, to EUR 3,009.6 million
from EUR 2,571.4 million in the fiscal year 2016.

The increase was primarily due to a revenues growth related increase in expenses for raw materials, consumables
and supplies and for purchased goods by EUR 390.6 million, or 16.3%, to EUR 2,779.8 million from
EUR 2,389.2 million in the fiscal year 2016. The development of cost of materials is generally proportional to
the development of revenues.

Additionally, expenses for purchased services increased by EUR 47.6 million, or 26.1%, to EUR 229.8 million
from EUR 182.2 million in the fiscal year 2016. As expenses for purchased services attributed to our Commercial
Vehicle Systems segment is generally higher as a percentage of revenues than in our Rail Vehicle Systems
segment, the increase in revenues in our Commercial Vehicle Systems segment in this period by 16.0% was the
primary reason expenses for purchased services increased in the fiscal year 2017.

Cost of materials as a percentage of revenues increased to 48.9% in 2017 compared to 47.0% in the previous year
primarily due to the aforementioned changes in the product mix and a relative shift of our revenues from the Rail
Vehicle Systems segment to the Commercial Vehicle Systems segment and because in our Commercial Vehicle
Systems segment we generally incur higher expenses for purchased services.

9.5.5. Personnel Expenses

In the fiscal year 2017, our personnel expenses increased by EUR 166.7 million, or 13.1%, to
EUR 1,438.9 million from EUR 1,272.1 million in the fiscal year 2016.

Our average number of employees (based on headcount) increased to 26,910 employees during the fiscal year
2017 compared to an average number of 24,664 employees during the fiscal year 2016 mainly due to growth of
business as well as acquisitions such as of Kiepe Electric with a total of approximately 823 additional employees
and Bosch TRS increasing our employees by a further approximately 90, and the hiring of new employees,
especially in an effort to further strengthen our presence in the aftermarket business as well as increasing the
number of employees in research and development. Personnel costs per employee (calculated as personnel
expenses divided by average number of employees) increased from EUR 51.6 thousand in the fiscal year 2016 to
EUR 53.5 thousand in the fiscal year 2017. On a segmental level, the number of employees in our Rail Vehicle
Systems segment (based on headcount, including leasing staff) rose from approximately 14,440 as of
December 31, 2016 to approximately 16,051 at year-end 2017. In the Commercial Vehicle Systems segment, the
number of employees (based on headcount, including leasing staff) increased from approximately 9,674
employees at December 31, 2016 to approximately 11,082 at year-end 2017.

Our personnel expenses as a percentage of total revenues remained virtually the same at 23.4% in 2017 compared
to 23.3% in 2016. Despite the strong increase in the average number of employees, the main reason for the
virtually constant personnel cost ratio was a proportional growth in revenues.

The overall increase in personnel cost was mainly a result of higher wages and salaries which increased by
EUR 116.2 million, or 12.0%, to EUR 1,084.1 million in 2017 from EUR 967.9 million in the fiscal year 2016, in
particular due to the aforementioned increase in personnel.

As a result of this, social security contributions also increased by EUR 28.8 million, or 15.7%, to
EUR 212.1 million in 2017 from EUR 183.3 million in the fiscal year 2016.

9.5.6.  Other operating expenses

In the fiscal year 2017, our other operating expenses increased by EUR 72.4 million, or 10.8%, to
EUR 741.3 million from EUR 668.9 million in the fiscal year 2016.
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The main reason for this increase was the increase in other expenses, which increased by EUR 41.0 million, or
99.3%, to EUR 82.2 million in the fiscal year 2017 from EUR 41.2 million in the fiscal year 2016. Moreover,
rents and leases increased by EUR 23.3 million, or 37.6%, from EUR 61.8 million in the fiscal year 2016 to
EUR 85.1 million in the fiscal year 2017, primarily due to a loss from a lease contract in Russia pertaining to a
dispute with the landlord of the premise. In addition, maintenance expenses increased by EUR 20.8 million, or
24.8%, to EUR 104.7 million in 2017 from EUR 83.9 million in the fiscal year 2016. Another reason for the
increase were higher legal, consulting and audit costs in the amount of EUR 92.4 million in 2017 compared to
EUR 83.1 million in the previous year. This increase of EUR 9.3 million, or 11.1%, was primarily due to
extraordinary expenditures in the context of the attempted acquisition of Haldex AB in a low double digit million
euro amount, the conversion of Group accounting to IFRS and the preparation for the initial public offering of the
Company, also in a low double digit million euro amount, in the fiscal year 2017. Included therein was the fee
paid to the independent auditors, KPMG AG Wirtschaftspriifungsgesellschaft and their affiliates, that amounted
to EUR 13.4 million for fiscal year 2017 and thereby increased by EUR 12.8 million from EUR 0.6 million in the
fiscal year 2016. Of this, in 2017, EUR 2.1 million (2016: EUR 0.5 million) was paid for audit services and
EUR 11.4 million (2016: EUR 0.1 million) for other services, such as the first time implementation of IFRS.

These increases were partially offset by a decrease in external research and development costs by
EUR 8.5 million, or 18.1%, from EUR 46.7 million in 2016 to EUR 38.2 million in the fiscal year 2017.

9.5.7.  Earnings before interest, tax, depreciation and amortization (EBITDA)

In the fiscal year 2017, our earnings before interest, tax, depreciation and amortization (EBITDA) increased by
EUR 63.4 million, or 6.0%, to EUR 1,115.5 million from EUR 1,052.1 million in the fiscal year 2016.

This was mainly due to increased EBITDA in our Commercial Vehicle Systems segment as a result of increasing
revenues, mainly due to a favorable development of original equipment sales due to a globally stronger truck
production rate. Our EBITDA, however, increased at a rate slower than the 12.5% increase in revenues primarily
due to cost of materials increasing at 17.0%, which has only been partially offset by a slower growth in other
operating expenses, despite the abovementioned extraordinary expenditures in the context of the attempted
Haldex AB acquisition, the conversion of the Group accounting to IFRS, the preparation for the initial public
offering of the Company and the loss from the Russian lease contract. Additionally, changes in foreign exchange
rates negatively affected our EBITDA in 2017 in a low double digit million euro amount.

The following table shows a breakdown of our EBITDA by segment for the fiscal year 2017 and 2016.

For the fiscal year
(in EUR million) 2017 2016 Change (in %)
(audited) (unaudited)
EBITDA ...t 1,115.5 1,052.1 6.0
thereof Rail Vehicle SYStemS .........ceveiiiiiiiiiiiiiiiiiiiiiiiiiieeeeeeeeeee 639.3  624.0 2.5
thereof Commercial Vehicle SyStems..........ooouuuuuiiiiiiiieiiiiiiiiiiiiiie e 503.7 425.7 18.3
T ey 011113 ¢ PSP (27.6) 2.4 n/a

In our Rail Vehicle Systems segment, EBITDA increased by EUR 15.4 million, or 2.5%, to EUR 639.3 million in
the fiscal year 2017 compared to EUR 624.0 million in 2016. The small increase was primarily due to sales
driven profit contribution, which was partially offset by the negative profit contribution caused by first-time
consolidation of Kiepe Electric.

In 2017, the Commercial Vehicle Systems segment reported an increase in EBITDA by EUR 78.0 million, or
18.3%, to EUR 503.7 million from EUR 425.7 million in 2016. This was primarily due to revenues growth in all
regions generating additional profit contribution.

9.5.8. Depreciation and Amortization

In the fiscal year 2017, our depreciation and amortization increased by EUR 45.8 million, or 27.7%, to
EUR 211.5 million from EUR 165.7 million in the fiscal year 2016.

The main reason for this increase were impairments in the amount of EUR 20.0 million and EUR 5.3 million
relating to the disposal of the “Blueprint” and Sydac disposal groups, respectively, as well as the amortization of
step-ups related to intangible assets formed during first time consolidations following the acquisitions of Kiepe
Electric and Bosch TRS. In addition, regular depreciation of property, plant and equipment increased from
EUR 133.9 million in 2016 to EUR 142.8 million in 2017. The larger proportion of depreciation and amortization
in the fiscal year 2017 in the amount of EUR 116.0 million was accounted for in the Rail Vehicle Systems
segment, while depreciation and amortization in the Commercial Vehicle Systems segment totaled
EUR 82.3 million.
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9.5.9. Earnings before interests and taxes (EBIT)

In the fiscal year 2017, our earnings before interests and taxes (EBIT) increased by EUR 17.6 million, or 2.0%,
to EUR 904.0 million from EUR 886.4 million in the fiscal year 2016.

This increase was primarily due to our increased EBITDA as described above. However, the increase in EBITDA
was partly offset by an increase in our depreciation and amortization costs, in particular relating to the one-time
depreciation of EUR 25.4 million on assets held for sale for the UK vehicle maintenance business in our Rail
Vehicle Systems segment.

9.5.10. Earnings before taxes

In the fiscal year 2017, our earnings before taxes increased by EUR 11.2 million, or 1.3%, to EUR 852.5 million
from EUR 841.3 million in the fiscal year 2016.

The following table shows a breakdown of selected financial information from our financial result for the fiscal
year 2017 and 2016:

For the fiscal year

(in EUR million, unless otherwise indicated) 2017 2016 Change (in %)
(audited) (unaudited)
Interest INCOME ...........ccooiiiiiiiiiiiiie e 24.0 19.2 25.1
Interest eXPEeIMSES. .......ccouuuuiiiiiiiiie e (38.8) (28.7) 353
thereof interest expenses from financial investments()............................ (16.3) 4.6) 253.0
thereof other INterest eXPEnSES®) ... ...uuuuiieeeeeeeeeiiiiiiiiiae e e e eeeeeeeeeeainenennns (6.4) (5.8) 9.3
Other financial result from other financial income and other financial
EXPPCIISES ....eiiiin ittt e e ettt e e ettt e e ettt et et e et e taa e ettt e e et eeeeanaaes (36.8) (35.7) 3.1
thereof other financial income...........................cooooiiiiin i 68.2 74.5 8.4)
thereof currency translation differences from financial instruments® ....... 67.3 61.1 10.3
thereof income from the revaluation of existing shares as part of a step
ACUISTEION®) ...ttt e e e e e e - 10.2 -
thereof other financial exXpenses..................cccccoiiiiiiiiieiiiiii e, (105.0) (110.2) 4.7)
Financial result...............ccooooiiiiiiii e (51.6) (45.2) 14.2
M Interest expenses from financial investments are included in interest expenses in the Audited Consolidated Financial

Statements and include interest income from financial instruments related to financial instruments (FVOCI) and
financial instruments (FVTPL).

@ Other interest expenses are shown as other and included in interest expenses in the Audited Consolidated Financial
Statements.
® Currency translation differences from financial instruments are included in other financial result in the Audited

Consolidated Financial Statements and include currency translation differences related to financial instruments
(FVOCI) and financial instruments (FVTPL).

@ Income from the revaluation of existing shares as part of a step acquisition is included in other financial income in
the Audited Consolidated Financial Statements.

The increase in earnings before taxes was mainly driven by the aforementioned increase of our EBIT. Another
reason for the increased earnings before taxes was the decreased other financial expenses by EUR 5.2 million, or
4.7%, from EUR (110.2) million in the fiscal year 2016 to EUR (105.0) million in the fiscal year 2017 mainly
due to exchange rate effects from financial instruments, in particular relating to the weakening of the US Dollar
against the Euro. Additionally, interest income rose by EUR 4.8 million, or 25.1%, to EUR 24.0 million in the
fiscal year 2017 from EUR 19.2 million in the fiscal year 2016.

The increases in the fiscal year 2017 were partially offset by an increase in interest expenses by
EUR 10.1 million, or 35.3%, to EUR 38.8 million from EUR 28.7 million in the fiscal year 2016. This increase
was mainly attributable to an increase in other interest expenses which was, in particular, attributable to the bond
issued in December 2016 as well as to an increase in interest expenses from financial investments. Moreover, in
2017, our other financial income decreased by EUR 6.3 million to EUR 68.2 million from EUR 74.5 million in
2016. This was mainly a result of a decline in profit contribution from income from the revaluation of existing
shares as part of a step acquisition which amounted to EUR 10.2 million in the fiscal year 2016 with no
comparable contribution in the fiscal year 2017. In 2016, the share in other financial result of companies
accounted for using the equity method mainly resulted from the profit share of Icer Rail S.L. until November 21,
2016. As of this date, the Group acquired the outstanding shares in the Icer Rail joint venture with the
corresponding transition from at-equity accounting to full consolidation. This decline in profit contribution was
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partially offset by the improved income from currency translation differences from financial instruments by
EUR 6.3 million, or 10.3%, from EUR 61.1 million in the fiscal year 2016 to EUR 67.3 million in the fiscal year
2017.

9.5.11. Net Income

In the fiscal year 2017, our net income increased by EUR 20.1 million, or 3.5%, to EUR 587.2 million from
EUR 567.2 million in the fiscal year 2016. Thereof profit attributable to the shareholder of Knorr-Bremse AG
increased by EUR 9.2 million, or 1.7%, to EUR 535.5 million in the fiscal year 2017 from EUR 526.3 million in
the fiscal year 2016 and profit attributable to non-controlling interests increased by EUR 10.9 million, or 26.7%,
to EUR 51.7 million in the fiscal year 2017 from EUR 40.8 million in the fiscal year 2016. Profit attributable to
non-controlling interests related to the minorities of Knorr-Brake Holding Corporation, Delaware, USA, and
Knorr-Bremse CARS LD Co. Ltd., Daxing, China, in the fiscal year 2017 and the fiscal year 2016. The increase
in profit attributable to non-controlling interests was mainly related to the minorities of Knorr-Bremse CARS LD
Co. Ltd., Daxing, China, in Knorr-Bremse which benefited from the revenues growth in China.

The increase was mainly due to the increased earnings before taxes and a lower effective tax rate in the amount
of 31.1% in the fiscal year 2017 compared to 32.6% in the fiscal year 2016 mainly attributable to international
tax law reforms, for example in the USA and in France, and the fact that deferred tax charges increased by
EUR 7.2 million to EUR 13.6 million in the fiscal year 2017 compared to EUR 6.3 million in the previous year
2016. Accordingly, taxes on income decreased by EUR 8.9 million, or 3.2%, from EUR (274.1) million in the
fiscal year 2016 to EUR (265.2) million in the fiscal year 2017.

9.6. Comparison of Results of Operations for the Fiscal Year 2016 and the Fiscal Year 2015

The following table shows information from our consolidated statement of profit or loss for the fiscal year 2016
and the fiscal year 2015:

For the fiscal year
(in EUR million, unless otherwise indicated) 2016 2015 Change (in %)
(audited) (unaudited)

REVENUES ...t e e e e e e aaaas 5,471.3 5,823.5 (6.0)
Changes in inventories of unfinished/finished products.......................... (11.1) (7.1) 55.9
Other own work capitalized................ccceeiiiiiiiiiiiiii e 21.1 19.2 9.7
Total operating performance ....................cccvvviiiiiiiiiiiiin. 5,481.3 5,835.6 (6.1)
Other Operating iNCOIME ...........coeiiiiiiiiiiiiieeeeeeeiiiiiiiiee e eeeeeeeeeeaeaeee 83.3 89.1 (6.6)
CoSt Of MAtETIAlS ...evvveneiiiiii e e e e e e e 2,571.4) (2,747.3) (6.4)
Personnel @XPenSes. ....ccouuuuiiiiiiiiiiiiiie e (1,272.1)  (1,272.2) (0.0)
Other OPerating EXPEISES . ..ueeerrruneeeiriiieeetiiieeeettieeeeaiieeeeaaieeeenes (668.9) (636.2) 5.1
Earnings before interest, tax, depreciation and amortization
(EBITDA) ..o e et e e e 1,052.1 1,269.0 (17.1)
Depreciation and amoOrtiZation ..............veeeiiiieeeiiiiiieeeiiiiiee e (165.7) (170.5) (2.8)
Earnings before interests and taxes (EBIT)..........................ccnni. 886.4 1,098.6 (19.3)
INEEIESt INCOIME ...ivvieiiie i et e et e e e e e e e e e eaeeeaanas 19.2 21.7 (11.5)
TNLETESE EXPEIISES vttt ettt ettt ettt et e e e (28.7) (29.2) (1.6)
Other financial TESUIL...........oeiiiiiiiieeiiiiie e (35.7) (43.1) (17.1)
Income before taxes...............cooeeiiiiiiiiiiiiiiii e 841.3 1,048.0 (19.7)
TaX@S ON INCOME ...uueiiieiiii et e et e et e e e et e e et e et e e ea e e aaeeeaineeannnns (274.1) (337.4) (18.8)
NEtINCOME ......coovviniiiiiiie e et e et eeeaaenns 567.2 710.7 (20.2)

thereof profit attributable to non-controlling interests ........................ 40.8 57.9 (29.5)

thereof profit attributable to the shareholders of Knorr-Bremse AG .... 526.3 652.8 (19.4)

9.6.1. Revenues

In the fiscal year 2016, our revenues decreased by EUR 352.3 million, or 6.0%, to EUR 5,471.3 million from
EUR 5,823.5 million in the fiscal year 2015, mainly due to a decrease of revenues in our Rail Vehicle Systems
segment. Furthermore, foreign exchange rate fluctuations had a negative effect on our revenues in the fiscal year
2016.
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The following table shows a breakdown of our revenues per segment for the fiscal year 2016 and 2015.

For the fiscal year
(in EUR million, unless otherwise indicated) 2016 2015 Change (in %)
(audited) (unaudited)
REVEIUES. ..ot 5,471.3 5,823.5 (6.0)
thereof Rail Vehicle SyStems ...........uiieieeeeeiiiiiiiiiiiiiiie e 2,978.7 3,331.0 (10.6)
thereof Commercial Vehicle Systems .............ooouvuuiiiiiiereeeieiiiiiininn. 2,493.0 2,491.8 0.0
FREFEOf OUNETS ...ciiiviieeeeeiiee e et e e e e e eaaa e 0.4) 0.7 n/a

The main reason for this decrease was a decline of revenues in our Rail Vehicle Systems segment, which
decreased by EUR 352.3 million, or 10.6%, to EUR 2,978.7 million in the fiscal year 2016 compared to
EUR 3,331.0 million in 2015. This decrease reflected a temporary decline in the worldwide demand for rail
vehicles. The dominant factors in the year under review were a more volatile development of the global economy
coupled with slow market growth, particularly in China and North America. Specifically, following
extraordinarily strong growth in 2014 and 2015, demand for high-speed trains and locomotives in China
normalized to more sustainable annual volumes. In addition, a cyclical slowdown in the freight car and
locomotive business in North America affected revenues development. Through further expansion of our
business relating to commuter rail and RailServices in these markets, we were able to partly offset the resultant
decline in revenues.

In contrast, the Commercial Vehicle Systems segment remained stable with a marginal increase in revenues by
EUR 1.1 million, or 0.0%, from EUR 2,491.8 million in the previous year to EUR 2,493.0 million in 2016. While
the global commercial vehicle market in the year under review showed an overall modest upswing, the truck and
trailer business in Europe and Asia showed progress and offset the cyclical market volatility in North America. In
2016, the disc brake and electronic brake systems product segments were the key sales drivers for the
Commercial Vehicle Systems segment in Europe. Among other things, we were able to build on its leading
market position in the brake control segment. In addition, in the aftermarket sector, we introduced the
TruckServices brand in 2016 that brings together our services for this segment and aims to offer reliable and
economical diagnostics, maintenance, and repair solutions for any commercial vehicle, irrespective of model and
age. Furthermore, the increase was to some extent due to several acquisitions in 2016. In July 2016, we acquired
GT Group which as of July 2016 contributed to our revenues, whereas it did not contribute to our revenues in the
fiscal year 2015. As a consequence, the acquisition positively impacted our revenues as there was a revenues
contribution from the acquired business of EUR 26.2 million in 2016. Furthermore, the acquisition of tedrive
Group with effect as of September 1, 2016 resulted in additional revenues through initial revenues contributions
for four months amounting to EUR 28.9 million, whereas it also did not contribute to our revenues in 2015.

The following table shows a breakdown of our revenues by region for the fiscal year 2016 and 2015.

For the fiscal year
(in EUR million, unless otherwise indicated) 2016 2015 Change (in %)
(audited) (unaudited)
REVENUES. ..ot 5,471.3 5,823.5 (6.0)
thereof Burope/Africa .........ccoooimiiiiiiiiiiiiiiiiiiiiiiie e, 2,677.0 2,567.9 4.2
thereof As1a-PacifiC ..........ovviiiiiiiiiiiiiiiiii e 1,553.7 1,788.9 (13.1)
thereof NOTth AMNETICA ..evvuuieiiiiieeeeiiiiee e et e e 1,141.0 1,366.6 (16.5)
thereof SOUth AMETICA ....vvuuiiiiiiieeeeiiiiee e e 99.5 100.1 (0.6)

On a regional basis, our revenues in Europe/Africa increased by EUR 109.1 million, or 4.2%, from
EUR 2,567.9 million in 2015, to EUR 2,677.0 million in 2016, which constituted 48.9% of our Group
consolidated total revenues (2015: 44.1%). This increase was due primarily to rail vehicle market growth in the
UK as large-scale projects were ramped up, whereas the market volume remained largely unchanged
year-on-year in Germany, France, and the Scandinavian countries. Furthermore, Russia/CIS stabilized in the
course of the year following a decline in 2015. The European commercial vehicle market was able to compensate
for the moderate decline in output in Eastern Europe through higher production volumes for Western Europe.

These positive effects were offset by a decrease of revenues in the Asia-Pacific region by EUR 235.2 million, or
13.1%, from EUR 1,788.9 million in 2015, to EUR 1,553.7 million in 2016 which constituted 28.4% of our
Group consolidated total revenues (2015: 30.7%). The main reason for this decline was the normalization in the
Chinese rail vehicle market in 2016 as described above. This negative development was partly offset by growth
in the metro sector in China, as well as in the Indian market, where demand for locomotives also increased.

In addition, in 2016, revenues in our North America region fell by EUR 225.6 million, or 16.5%, to
EUR 1,141.0 million compared to EUR 1,366.6 million in 2015, contributing 20.9% of our Group consolidated
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total revenues (2015: 23.5%). This decrease was partly attributable to a marked downturn in the rail freight sector
due in part to the large investments in rolling stock over the prior few years creating a surplus of vehicles as
demand declined. At the same time, the North American rail vehicle systems mass-transit market continued to
grow, leading to positive development in the passenger sector. We also experienced negative developments in the
commercial vehicle market in North America. In general, market demand shifted away from standard tractor
units and towards special-purpose vehicles.

Furthermore, in 2016, revenues in our South America region decreased by EUR 0.6 million, or 0.6%, from
EUR 100.1 million in the fiscal year 2015 to EUR 99.5 million, which constituted 1.8% of our Group
consolidated total revenues in 2016 (2015: 1.7%). The main reason for this slight decline was the remaining low
level of the rail vehicle sector and truck production due to the continuing political and economic crisis in Brazil,
which also impacted demand in neighboring countries.

9.6.2. Total Operating Performance

In the fiscal year 2016, our total operating performance decreased by EUR 354.4 million, or 6.1%, to
EUR 5,481.3 million from EUR 5,835.6 million in the fiscal year 2015.

This decrease was largely in line with the decline of our revenues. In addition, changes in inventories of
unfinished/finished products decreased by EUR 4.0 million, or 55.9%, to EUR (11.1) million in the fiscal year
2016 from EUR (7.1) million in fiscal year 2015. The decline in changes in inventories of unfinished/finished
products was mainly due to an increase in sales of products that were already manufactured in the previous fiscal
year. In addition, the year-on-year increase in impairments on raw materials, auxiliary materials and supplies
contributed to the decrease in inventories.

9.6.3.  Other Operating Income

In the fiscal year 2016, our other operating income decreased by EUR 5.8 million, or 6.6%, to EUR 83.3 million
from EUR 89.1 million in the fiscal year 2015.

The main reasons for this decrease were lower insurance compensation and compensation payments than in the
previous year which amounted to EUR 17.5 million in the fiscal year 2015 compared to EUR 4.2 million in the
fiscal year 2016. This primarily resulted from a compensation payment received in the fiscal year 2015 due to the
breach of a customer’s purchase obligations. In addition, income from other services decreased by
EUR 4.0 million to EUR 14.6 million in 2016, from EUR 18.5 million in 2015, due to lower income from
development and test services to and for third parties in the fiscal year 2016. These decreases were partially
offset by increased income from the disposal of land and buildings of EUR 15.8 million in 2016 mainly due to
the sale of land in Berlin-Marzahn, Germany which was no longer in use. In the fiscal year 2015 there was no
such income.

9.6.4. Cost of Materials

In the fiscal year 2016, our cost of materials decreased by EUR 175.9 million, or 6.4%, to EUR 2,571.4 million
from EUR 2,747.3 million in the fiscal year 2015.

The decrease followed the decline in revenues and was also due to decreased expenses for raw materials,
consumables and supplies and for purchased goods by EUR 190.8 million, or 7.4%, to EUR 2,389.2 million in
2016 from EUR 2,579.9 million in the previous year.

Cost of materials as a percentage of revenues remained largely unchanged from 47.2% in fiscal year 2015
compared to 47.0% in fiscal year 2016.

9.6.5. Personnel Expenses

In the fiscal year 2016, our personnel expenses remained largely unchanged, decreasing only EUR 0.1 million, or
0.0%, to EUR 1,272.1 million from EUR 1,272.2 million in the fiscal year 2015.

The average number of employees (based on headcount, including leasing staff) decreased to 24,664 employees
in 2016 compared to 24,879 in 2015. Personnel costs per employee (calculated as personnel expenses divided by
average number of employees) increased from EUR 51.1 thousand in the fiscal year 2015 to EUR 51.6 thousand
in the fiscal year 2016. On a segmental level, the number of employees in our Rail Vehicle Systems segment
(based on headcount, including leasing staff) declined from approximately 14,502 as of December 31, 2015, to
approximately 14,440 at year-end 2016. By contrast, in the Commercial Vehicle Systems segment, the headcount
rose from approximately 9,320 employees as of December 31, 2015, to approximately 9,674 at year-end 2016
mainly as a result of the acquisitions of GT Group and tedrive Group in 2016 with a total of approximately 585
additional employees not included in 2015.

149



Personnel expenses as a percentage of total revenues increased to 23.3% in 2016 from 21.8% in the fiscal year
2015. This increase was mainly due to the normalization of high margin high-speed rail sales in China in the Rail
Vehicle Systems segment in 2016 following an increase in 2015. These high margin sales led to a comparatively
low percentage of personnel expenses in 2015, supported by volume effects of this “serial production type
business” with a high degree of repetitive processes which is untypical for our Rail Vehicles Systems segment, as
generally the segment is characterized by its project business with low quantities and high varieties.

Overall, wages and salaries increased by EUR 26.1 million, or 2.8%, to EUR 967.9 million in 2016 from
EUR 941.8 million in the previous year, primarily as a result of the aforementioned acquisitions in countries with
generally high personnel cost as well as a general increase in wages.

The increase in wages and salaries was more than offset by lower social security contributions, which decreased
by EUR 11.4 million, or 5.9%, to EUR 183.3 million in 2016 from EUR 194.7 million in the fiscal year 2015.
Additionally, termination benefits decreased by EUR 7.9 million, or 32.8%, from EUR 23.9 million in 2015 to
EUR 16.1 million in the fiscal year 2016, primarily due to decreased severance payments.

9.6.6. Other Operating Expenses

In the fiscal year 2016, our other operating expenses increased by EUR 32.7 million, or 5.1%, to
EUR 668.9 million from EUR 636.2 million in the fiscal year 2015.

This increase in other operating expenses was mainly due to an increase of legal, consulting and audit costs from
EUR 51.3 million in 2015 by EUR 31.8 million, or 61.9%, to EUR 83.1 million in 2016, which was primarily
related to our bond issue in December 2016. Moreover, in 2016, expenses for external research and development
costs increased by EUR 8.3 million, or 21.5%, to EUR 46.7 million from EUR 38.4 million in the fiscal year
2015. In addition, other expenses increased by EUR 8.3 million, or 25.4%, to EUR 41.2 million in the fiscal year
2016 from EUR 32.9 million in the fiscal year 2015. Another factor was an increase of order-related expenses
which grew from EUR 119.2 million in 2015 by EUR 4.8 million, or 4.1%, to EUR 124.1 million in 2016.

These increases were partly offset by a decline in expenses for other services which decreased by
EUR 10.2 million, or 13.1%, to EUR 67.8 million from EUR 78.0 million in the fiscal year 2015. Another factor
were the decrease of personnel related expenses (relating mainly to travel expenses and cost for training) from
EUR 110.1 million in 2015 by EUR 9.2 million, or 8.4%, to EUR 100.9 million in 2016. Moreover, the expenses
for other taxes decreased by EUR 6.9 million, or 23.6%, to EUR 22.2 million from EUR 29.1 million in the fiscal
year 2015.

9.6.7. Earnings before interest, tax, depreciation and amortization (EBITDA)

In the fiscal year 2016, our earnings before interest, tax, depreciation and amortization (EBITDA) decreased by
EUR 216.9 million, or 17.1%, to EUR 1,052.1 million from EUR 1,269.0 million in the fiscal year 2015.

The main reason for this decrease of our EBITDA was the abovementioned normalization of high margin high
speed train sales in China in the Rail Vehicle Systems segment in 2016, which had accounted for an
extraordinarily high profit contribution in 2015. Furthermore, the abovementioned volume effects from the
Chinese high-speed rail business affected our operating results. Additionally, changes in foreign exchange rates
negatively affected our EBITDA in a low double digit million euro amount, in particular due to the moderate
recovery of the Euro against important currencies for the Group, primarily the U.S. Dollar and the Chinese Yuan.

The following table shows a breakdown of our EBITDA by segment for the fiscal year 2016 and 2015.

For the fiscal year
(in EUR million) 2016 2015 Change (in %)
(audited) (unaudited)
EBITDA ...ttt e et e e e e e e e e eaaanns 1,052.1 1,269.0 (17.1)
thereof Rail Vehicle SYStems ...........uuiiiiieeeeiiiiiiiiiiiiiie e 624.0 797.3 21.7)
thereof Commercial Vehicle Systems ............cooevviuiiiiiieeeeeiiiiniiinnnn. 425.7 468.1 ©.1)
FRETEOF OUNET .. eiiiiiiie e e e e 2.4 3.7 (34.2)

In our Rail Vehicle Systems segment, EBITDA decreased by EUR 173.3 million, or 21.7%, to
EUR 624.0 million in the fiscal year 2016 compared to EUR 797.3 million in 2015 mainly as a result of
abovementioned normalization of the Chinese rail business after the peak in 2015.

In our Commercial Vehicle Systems segment, EBITDA decreased by EUR 42.4 million, or 9.1%, to
EUR 425.7 million in the fiscal year 2016 from EUR 468.1 million in 2015. This was primarily due to higher
other operating expenses, only partly offset by favorable developments in the material and personnel expense
ratios in the Commercial Vehicle Systems segment.
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9.6.8. Depreciation and Amortization

In the fiscal year 2016, depreciation and amortization decreased by EUR 4.8 million, or 2.8%, to
EUR 165.7 million from EUR 170.5 million in the fiscal year 2015.

This decrease was mainly a result of decreased impairment charges on property, plant and equipment.

Depreciation on property, plant and equipment decreased from EUR 140.5 million in 2015 to EUR 133.9 million
in 2016, mainly due to an increase in extraordinary depreciation on property, plant and equipment of
EUR 13.7 million in 2015, mainly due to the results of formal impairment tests in accordance with IAS 36
performed for our American subsidiary Black River Air Logistics Company LLC as of December 31, 2015 which
only partially repeated in 2016 in the amount of EUR 7.2 million. The impairment mainly related to technical
equipment and machinery. Amortization of intangible assets remained stable at EUR 31.8 million in 2016
compared to EUR 30.0 million in 2015 and the small increase in depreciation and amortization is mainly related
to intangible assets acquired in connection with business combinations. The larger proportion of depreciation and
amortization for the fiscal year 2016 in the amount of EUR 76.4 million was accounted for in the Rail Vehicle
Systems segment, while depreciation and amortization in the Commercial Vehicle Systems segment totaled
EUR 67.9 million.

9.6.9. Earnings before interests and taxes (EBIT)

In the fiscal year 2016, our earnings before interests and taxes (EBIT) decreased by EUR 212.1 million, or
19.3%, to EUR 886.4 million from EUR 1,098.6 million in the fiscal year 2015.

This decline was mainly related to the decreased EBITDA and to our increased other operating expenses, as
mentioned above. These negative effects on our EBTIDA were partly offset by a decrease of our depreciation
and amortization.

9.6.10. Earnings before taxes

In the fiscal year 2016, our earnings before taxes decreased by EUR 206.8 million, or 19.7%, to
EUR 841.3 million from EUR 1,048.0 million in the fiscal year 2015.

The following table shows a breakdown of selected financial information from our financial result for the fiscal
year 2016 and 2015:

For the fiscal year

(in EUR million, unless otherwise indicated) 2016 2015 Change (in %)
(audited) (unaudited)
Interest INCOME.............oovniieiiiii e 19.2 21.7 (11.5)
INterest EXPEeNSES ............oviiiiiiiieeiiiiiiieee it e e et e et e e e e e aaaanns (28.7) (29.2) 1.6
thereof interest expenses from financial investments(®) ...................... (4.6) 5.4 14.1
thereof other INterest eXPenSes®.........oieieeeeeriiiiiiiiiiiiiaee e eeeeeeeeeeeinens (5.8) 3.0) (94.5)
thereof interest expenses from defined benefit plans®....................... (12.8) (15.1) 15.5
Other financial result from other financial income and other
financial eXPensSes .............coovvuiiieiiiiiiieei e (35.7) (43.1) 17.1
thereof other financial income 74.5 125.8 (40.8)
thereof currency translation differences from financial
INSEIUMENES™) Lo iuiiei e e e e e e e et e e e e et e e e eeaaea e 61.1 121.8 (49.9)
thereof income from the revaluation of existing shares as part of a
StEP ACQUISIEION®) ....uiiiiii et 10.2 0.0 -
thereof other financial expenses ...................ccccoeeeiiiiiiinneiiiiien e, (110.2) (168.9) 34.8
Financial result ..o 45.2) (50.5) 10.6

M Interest expenses from financial investments are included in interest expenses in the Audited Consolidated Financial
Statements and include interest income from financial instruments related to financial instruments (FVOCI) and
financial instruments (FVTPL).

@ Other interest expenses is shown as other and included in interest expenses in the Audited Consolidated Financial
Statements.

® Interest expenses from defined benefit plans are included in interest expenses in the Audited Consolidated Financial
Statements.

@ Currency translation differences from financial instruments are included in other financial result in the Audited

Consolidated Financial Statements and include currency translation differences related to financial instruments
(FVOCI) and financial instruments (FVTPL).
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® Income from the revaluation of existing shares as part of a step acquisition is included in other financial income in
the Audited Consolidated Financial Statements.

This decrease in earnings before taxes primarily resulted from the aforementioned decline of our EBIT. While
interest income also declined by EUR 2.5 million, or 11.5%, to EUR 19.2 million in the fiscal year 2016 from
EUR 21.7 million in the fiscal year 2015 mainly attributable to decreased income from financial instruments,
interest expenses improved slightly from EUR 29.2 million in 2015 to EUR 28.7 million in 2016 with a decrease
of EUR 2.3 million in interest expenses from defined benefit plans and a EUR 0.8 million decrease of interest
expenses from financial investments and partially off-setting EUR 2.8 million increase of other interest expenses
over the same period.

The decrease in EBIT was partially offset by an improvement in the other financial result by EUR 7.4 million to
EUR (35.7) million in 2016 from EUR (43.1) million in 2015. This improvement was mainly due to a decline in
other financial expenses by EUR 58.7 million, or 34.8%, from EUR 168.9 million in the fiscal year 2015 to
EUR 110.2 million in the fiscal year 2016 mainly due to currency translation differences from financial
instruments. In addition, income from the revaluation of existing shares as part of a step acquisition amounted to
EUR 10.2 million in the fiscal year 2016 mainly due to the revaluation of profit share of Icer Rail S.L. which was
accounted in other financial result by using the equity method until November 21, 2016.

This was partly offset by a decrease in other financial income by EUR 51.4 million, or 40.8%, to
EUR 74.5 million in the fiscal year 2016 from EUR 125.8 million in the previous year primarily due to currency
translation differences from financial instruments.

9.6.11. Net Income

In the fiscal year 2016, our net income decreased by EUR 143.5 million, or 20.2%, to EUR 567.2 million from
EUR 710.7 million in the fiscal year 2015. Thereof profit attributable to the shareholder of Knorr-Bremse AG
decreased by EUR 126.4 million, or 19.4%, to EUR 526.3 million in the fiscal year 2016 from
EUR 652.8 million in the fiscal year 2015 and profit attributable to non-controlling interests decreased by
EUR 17.1 million, or 29.5%, to EUR 40.8 million in the fiscal year 2016 from EUR 57.9 million in the fiscal
year 2015. Profit attributable to non-controlling interests related to the minorities of Knorr-Brake Holding
Corporation, Delaware, USA, and Knorr-Bremse CARS LD Co. Ltd., Daxing, China, in Knorr-Bremse in the
fiscal year 2016 and the fiscal year 2015. The decrease is mainly related to the aforementioned normalization of
high-speed rail sales in China in the Rail Vehicle Systems segment after the peak in 2015 which affected the
minorities of Knorr-Bremse CARS LD Co. Ltd., Daxing, China.

While the effective tax rate increased slightly from 32.2% in 2015 to 32.6% in 2016, the decline in net income
was mainly due to the decreased earnings before taxes, with taxes on income decreasing by EUR 63.3 million, or
18.8%, from EUR (337.4) million in the fiscal year 2015 to EUR (274.1) million in the fiscal year 2016.
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9.7.

9.7.1.  Consolidated Statement of Financial Position

Review of Selected Items of Consolidated Statement of Financial Position

The following table shows the consolidated statement of financial position as of June 30, 2018, and as of

December 31, 2017, 2016 and 2015:

As of June 30, As of December 31,
(in EUR million) 2018 2017 2016 2015
(unaudited) (audited)
Intangible assets and goodWill ... 552.6 540.5 484.5 333.7
Property, plant and equipment ...............ooooiiiiiiiniiiiiiiiiiee 1,099.8 1,116.4 1,099.4 1,014.9
Investments accounted for using the equity method ...............cccceeeee 1.5 2.0 2.0 7.4
Other fiNancial @SSELS......cuuuiiieueeiiiieeiii e e e e e e e eren e 87.9 93.1 94.2 7.3
(011113 W T PN 32.0 11.5 5.7 5.2
Other assets (IFRS 15) ..iiiuiiiiiee e 6.5 - - -
Costs to fulfil @ CONLIACE .......cvuuneiiiiiiiiee et e e 9.1 - - -
Employee benefits.........ooeeeueiiiiiiiiiiiiiiiieeceee e 26.7 21.6 13.8 7.6
Deferred taX ASSELS ...cevvuueeiiiiiieeeiiiiieeeeeiiiee e e e et e e e eera e e e eeraeeeeeaaes 107.4 85.0 1156 137.1
NODN-CUITENE ASSELS ......ccouneiiiiiiii it e e et e e et e e e eeeieeenenas 1,923.5 1,870.1 1,815.2 1,513.1
LS 117073 T PP 831.6 748.8 611.1 625.5
Trade accounts receivables............viiueiieiiiiiieice e 1,420.4 1,1479 9714 9473
Other fiNancial @SSELS........uuiiiueeeiiiieeiii e e e e e e ereeeees 8.7 12.5 6.4 1.8
(01111 W T PPN 138.4 132.1 146.5 134.6
[@10) 115 Lo B N R 128.3 - - -
Receivables from construction CONtracts ..............eeeeerevveneeeeervinneeennnn. - 116.2 123.8 101.9
Income tax receivables..........coviiiiiiiiieiiieece e 62.5 67.6 34.2 25.7
Cash and cash equivalents ............co..oveeiiiiiiiiiiiiiiiiee e 1,551.3 1,600.0 1,720.8 1,360.5
Assets held for sale and disposal Zroups ..........ccccceeeeeiiiiinnniniciiinnnnns - 32.1 5.6 4.1
CUITENE ASSELS ......oevviiniiiiiiii e e et e et e e e e e e e e e eat e e e e eaaieeeees 4,141.3 3,857.3 3,619.9 3,201.6
TOtAl ASSELS.....ciiiiiieiiiiiiie ettt e e e e e eaaes 6,064.8 5,727.4 5,435.1 4,714.7
Equity
Subscribed capital ... 161.2 67.6 676 67.6
Capital TESEIVES.....ceiiiiiiiiiiiiiiie e 7.2 1.3 1.9 1.9
Retained earnings..........ooouuuiiiiiiiiiiiiiiiiiiiiie e 35.9 107.0 94.9 81.2
Other components Of €QUILY.........cceuuuureiiiiiiireeiiiie e (157.7) (166.4) (54.9) (45.8)
Profit carried forward ................coooiiiiiiii e 892.5 1,302.8 1,177.7 926.4
Profit attributable to the shareholders of Knorr-Bremse AG................ 283.5 535.5 5263 652.8
Equity attributable to the shareholders of Knorr-Bremse AG ........... 1,222.6 1,847.8 1,813.4 1,684.0
thereof Equity attributable to non-controlling interests ....................... 85.8 148.0 152.6 154.1
thereof share of non-controlling interests in net inCOmMe...................... 235 51.7 40.8 57.9
EQUity ... 1,308.5 1,995.7 1,965.9 1,838.1
Liabilities
Provisions for pensions and similar obligations ...............cccceeciuunnniins 310.5 3102 316.7 2848
Provisions for other employee benefits ............ccccceeeeviiiinnniiiiiiiiinnins 254 284 286 288
Other PrOVISIONS ....uuuuneeeeeiiiiiiiiiiiiee e et 256.0 234.1 2463 258.6
Financial Habilities .........oeeiiiiiiieeiiiiiiee e e e e e e e e e 1,496.1 738.7 7563 261.9
Other HabIlItIes ...vvuuneeiiiii e eiiiie e e e e e e e e e e eeaaes 17.0 17.3 25.9 26.1
Income tax Habilities ........ocvveeiiineeiiiie i 73.4 71.7 72.8 74.2
Deferred tax Habilities ...........uoveeiiiiiiieeiiiiiee e 42.2 27.3 26.0 394
Non-current liabilities ........................cooiiiii i 2,220.6 1,427.9 1472.5 973.8
Provisions for other employee benefits ...........cccccceeeeiiiiinnniiiiiiiiiiiias 23.9 15.2 13.5 15.0
Other PrOVISIONS ....uuuuneeeeeiiiiiiiiiiiiee e 244.5 231.7 2269 180.2
Trade accounts payables ...........c.cooooiiiiiiiiiiiiiiiiiie e 1,042.7 894.1 7545 727.0
Financial Habilities .........oeeiiviiieeiiiiii e e e e 671.0 571.0 531.3 490.7
Other HabIlItIes ..vvuuuneeiiiii e e it e e e e e e e e e e eeaaes 148.6 2694 2855 271.0
Contract Habilities .......cvvveeiiieeiiiee e e 302.0 - - -
Liabilities from construction CONractS...........eeevvvuneerreruieeeeeriineeeennnn. - 230.8 126.3 146.8
Income tax Habilities ........oevveeiiineeiiiie e 68.1 53.1 58.0 72.1



As of June 30, As of December 31,
(in EUR million) 2018 2017 2016 2015
(unaudited) (audited)
Liabilities directly associated with assets held for sale........................ 35.0 38.5 0.8 -
Current liabilities................ccccoiiiiiiiiiiii, 2,535.7 2,303.8 1,996.6 1,902.8
Liabilities ..........ooooii 4,756.3 3,731.7 3,469.2 2,876.6
Total Equity and Liability ..................cccciiiiiiiiiiii 6,064.8 5,727.4 5,435.1 4,714.7

9.7.2.  Comparison of Selected Items of Financial Position as of June 30, 2018 and December 31, 2017

As of June 30, 2018, our total assets increased by EUR 337.4 million, or 5.9%, to EUR 6,064.8 million from
EUR 5,727.4 million as of December 31, 2017.

This increase was primarily due to an increase in our current assets by EUR 284.0 million to
EUR 4,141.3 million as of June 30, 2018, from EUR 3,857.3 million as of December 31, 2017, which mainly
resulted from an increase in trade accounts receivables. Trade accounts receivables increased by
EUR 272.5 million to EUR 1,420.4 million as of June 30, 2018, from EUR 1,147.9 million as of December 31,
2017, mainly due to the aforementioned strong sales development. Another reason for the increase in current
assets was a primarily growth driven increase in inventories by EUR 82.8 million to EUR 831.6 million as of
June 30, 2018, from EUR 748.8 million as of December 31, 2017. In addition, the aforementioned first-time
application of IFRS 15 resulted in adjustment effects of EUR 8.7 million as of June 30, 2018, compared to
December 31, 2017.

As a counter-effect, cash and cash equivalents decreased from EUR 1,600.0 million as of December 31, 2017, to
EUR 1,551.3 million as of June 30, 2018. The main reasons for this decrease were, amongst others, the payout of
an extraordinary dividend, partly offset by financing through a corporate bond. Furthermore, assets held for sale
and disposal groups decreased from EUR 32.1 million as of December 31, 2017, to zero as of June 30, 2018, due
to the aforementioned sale of our two former disposal groups in the six-month period ended June 30, 2018.

The increase in our total assets was also due to an increase in non-current assets by EUR 53.4 million to
EUR 1,923.5 million as of June 30, 2018, as compared to EUR 1,870.1 million as of December 31, 2017. This
increase primarily resulted from an increase in deferred tax assets of EUR 22.4 million from EUR 85.0 million as
of December 31, 2017, to EUR 107.4 million as of June 30, 2018. The increase related to the expected annual
effective income tax rate for the full fiscal year compared to the nominal tax rate, as mentioned above.
Additionally, other non-current assets increased by EUR 20.4 million to EUR 32.0 million as of June 30, 2018,
from EUR 11.5 million as of December 31, 2017. Moreover, intangible assets and goodwill increased by
EUR 12.1 million to EUR 552.6 million as of June 30, 2018, from EUR 540.5 million as of December 31, 2017,
mainly due to intangible assets related to development projects and software. Another reason for the increase in
non-current assets were adjustment effects as a further consequence of the first-time application of IFRS 15
which amounted to EUR 15.6 million as of June 30, 2018, as mentioned above.

These increases in non-current assets were partially offset in particular by a decrease in property, plant and
equipment by EUR 16.6 million to EUR 1,099.8 million as of June 30, 2018, from EUR 1,116.4 million as of
December 31, 2017, principally as a result of non-operating logistics assets sold.

Total equity and liabilities increased by EUR 337.4 million, or 5.9%, to EUR 6,064.8 million as of June 30, 2018,
from EUR 5,727.4 million as of December 31, 2017.

As of June 30, 2018, equity amounted to EUR 1,308.5 million, a decrease of EUR 687.3 million compared to
EUR 1,995.7 million as of December 31, 2017. In particular, equity attributable to the shareholders of
Knorr-Bremse AG decreased by EUR 625.2 million to EUR 1,222.6 million as of June 30, 2018, from
EUR 1,847.8 million as of December 31, 2017. This decrease was primarily due to profit carried forward which
decreased by EUR 410.4 million from EUR 1,302.8 million as of December 31, 2017, to EUR 892.5 million as of
June 30, 2018, mainly as a result of the payout of a special dividend. In addition, profit attributable to the
shareholders of Knorr-Bremse AG decreased by EUR 252.0 million from EUR 535.5 million as of December 31,
2017, to EUR 283.5 million as of June 30, 2018, as a result of a dividend paid by the Company in April 2018 of
EUR 850.2 million. Furthermore, retained earnings decreased by EUR 71.1 million from EUR 107.0 million as
of December 31, 2017, to EUR 35.9 million as of June 30, 2018, mainly as a consequence of a capital increase
from company funds by converting retained earnings into subscribed capital, whereas, as a balancing effect, the
first-time application of IFRS resulted in adjustment effects of EUR 8.8 million included in retained earnings as
of June 30, 2018.

As the major counter-effect, subscribed capital increased from EUR 67.6 million as of December 31, 2017, to
EUR 161.2 million as of June 30, 2018. This increase was a result of the aforementioned capital increase from
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company funds by EUR 93.6 million, from EUR 67.6 million to EUR 161.2 million by converting retained
earnings into subscribed capital.

Liabilities increased by EUR 1,024.7 million to EUR 4,756.3 million as of June 30, 2018, as compared to
EUR 3,731.7 million as of December 31, 2017, mainly as a result of an increase of non-current liabilities.

Our non-current liabilities increased by EUR 792.7 million from EUR 1,472.9 million as of December 31, 2017,
to EUR 2,220.6 million as of June 30, 2018, mainly due to an increase in our non-current financial liabilities by
EUR 757.3 million from EUR 738.7 million as of December 31, 2017, to EUR 1,496.1 million as of June 30,
2018. This increase is mainly due to an issuance of a fixed-interest euro-denominated bond in June 2018, which
matures in 2025.

Our current liabilities increased by EUR 231.9 million to EUR 2,535.7 million as of June 30, 2018, from
EUR 2,303.8 million as of December 31, 2017. The increase was primarily due to an increase of trade accounts
payables by EUR 148.6 million to EUR 1,042.7 million as of June 30, 2018, from EUR 894.1 million as of
December 31, 2017, mainly due to an increased level of sales and, thus, purchases. Another reason for the
increase was the increase of current financial liabilities by EUR 100.0 million to EUR 671.0 million as of
June 30, 2018, from EUR 571.0 million as of December 31, 2017 primarily as a result of increased negative fair
values of derivative financial instruments and increased short-term bank liabilities to finance growth in operating
activities. In addition, other current provisions increased by EUR 12.8 million to EUR 244.5 million as of
June 30, 2018, from EUR 231.7 million as of December 31, 2017, primarily as a result of the first-time
application of IFRS 15 with adjustment effects of EUR 26.4 million included in other current provisions as of
June 30, 2018. Furthermore, income tax liabilities increased by EUR 14.9 million to EUR 68.1 million as of
June 30, 2018, from EUR 53.1 million as of December 31, 2017, based on an expected increase in taxable
income for the current fiscal year.

9.7.3.  Comparison of Selected Items of Financial Position as of December 31, 2017 and December 31, 2016

As of December 31, 2017, our total assets increased by EUR 292.3 million, or 5.4%, to EUR 5,727.4 million
from EUR 5,435.1 million as of December 31, 2016.

This increase was primarily due to an increase in our current assets by EUR 237.3 million to
EUR 3,857.3 million as of December 31, 2017, from EUR 3,619.9 million as of December 31, 2016 which
mainly resulted from an increase in trade accounts receivables. Trade accounts receivables increased by
EUR 176.4 million to EUR 1,147.9 million as of December 31, 2017, from EUR 971.4 million as of
December 31, 2016, mainly due to the increase in our revenues and acquisitions in the period under review but
also as certain outstanding payments were not received as expected. In addition, inventories increased by
EUR 137.7 million to EUR 748.8 million as of December 31, 2017, from EUR 611.1 million as of December 31,
2016, mainly as a result of a sales driven build-up of inventories in all areas, whereby in particular raw materials,
auxiliary materials and supplies increased by EUR 39.3 million. These increases were partially offset by a
decrease in cash and cash equivalents which declined by EUR 120.8 million from EUR 1,720.8 million as of
December 31, 2016, to EUR 1,600.0 million as of December 31, 2017, primarily due to the outflow of funds for
investments and disbursements to Company owners and minority shareholders.

The increase in our total assets was also due to an increase in non-current assets by EUR 55.0 million to
EUR 1,870.1 million as of December 31, 2017, as compared to EUR 1,815.2 million as of December 31, 2016.
This increase primarily resulted from an increase in intangible assets and goodwill of EUR 56.0 million from
EUR 484.5 million as of December 31, 2016, to EUR 540.5 million as of December 31, 2017, mainly due to
additions to goodwill through acquisitions in the fiscal year 2017. Most notably, the business combination of
Kiepe Electric and the acquisition of the assets of the Bosch TRS in Japan resulted in higher goodwill of
EUR 4.3 million for Kiepe Electric and EUR 26.3 million for Bosch TRS. Additionally, property, plant and
equipment increased by EUR 17.0 million to EUR 1,116.4 million as of December 31, 2017, from
EUR 1,099.4 million as of December 31, 2016, primarily as a result of the business combinations in 2017,
mentioned above, which contributed EUR 39.0 million to increased property, plant and equipment. This increase
was partly offset by the reclassification of assets held for sale and disposal groups amounting to EUR 7.8 million
which related to Sydac and the disposal of the “Blueprint” group before impairments. Other reasons for the
increase were increased employee benefits by EUR 7.8 million from EUR 13.8 million as of December 31, 2016,
to EUR 21.6 million as of December 31, 2017, mainly due to pension plan assets exceeding pension related
liabilities, as well as an increase of other non-current assets by EUR 5.9 million to EUR 11.5 million as of
December 31, 2017, from EUR 5.7 million as of December 31, 2016, primarily due to an increase in
transportation tax receivables which are expected to be refunded by the Italian tax authorities. These increases
were partially offset by decreases in deferred tax assets of EUR 30.6 million to EUR 85.0 million as of
December 31, 2017, from EUR 115.6 million as of December 31, 2016, largely as a result of a change of
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temporary differences between tax and accounting base for liabilities. Deferred tax assets on tax losses remained
unchanged.

Total equity and liability increased by EUR 292.3 million, or 5.4%, to EUR 5,727.4 million as of December 31,
2017, from EUR 5,435.1 million as of December 31, 2016.

As of December 31, 2017, equity amounted to EUR 1,995.7 million, an increase of EUR 29.8 million as
compared to EUR 1,965.9 million as of December 31, 2016. This increase was primarily due to increased profit
carried forward of EUR 125.2 million from EUR 1,177.7 million as of December 31, 2016, to
EUR 1,302.8 million as of December 31, 2017 mainly due to the increase of our net income in the fiscal year in
the amount of EUR 587.2 million. Another reason for the increase in equity were the increased retained earnings
that increased by EUR 12.1 million from EUR 94.9 million as of December 31, 2016, to EUR 107.0 million as of
December 31, 2017. As a counter-effect, other components of equity decreased by EUR 111.5 million from
EUR (54.9) million as of December 31, 2016, to EUR (166.4) million as of December 31, 2017, primarily due to
the impact of foreign currency translation adjustments of EUR 110.4 million as well as impairment charges and
realized losses from sold shares in the strategic investment in Haldex AB of EUR 22.6 million.

The increase in total equity and liability was primarily due to an increase of our liabilities by EUR 262.5 million
to EUR 3,731.7 million as of December 31, 2017, as compared to EUR 3,469.2 million as of December 31, 2016.

Our current liabilities increased by EUR 307.2 million to EUR 2,303.8 million as of December 31, 2017, from
EUR 1,996.6 million as of December 31, 2016. The increase was primarily due an increase of trade accounts
payables by EUR 139.7 million to EUR 894.1 million as of December 31, 2017, from EUR 754.5 million as of
December 31, 2016, mainly due to the increase of our net income as well as the additions from the business
combination with Kiepe Electric in the fiscal year 2017. Another reason for the increase was the increase of
liabilities from construction contracts by EUR 104.5 million to EUR 230.8 million as of December 31, 2017,
from EUR 126.3 million as of December 31, 2016, primarily as a result of the business growth, mentioned above.
In addition, current financial liabilities increased by EUR 39.7 million to EUR 571.0 million as of December 31,
2017, from EUR 531.3 million as of December 31, 2016, mainly due to an increase of a put option liability by
EUR 12.5 million and lease liabilities by EUR 8.5 million.

The increase in current liabilities was partially offset by a decline in non-current liabilities by EUR 44.6 million
from EUR 1,472.5 million as of December 31, 2016, to EUR 1,427.9 million as of December 31, 2017, mainly
due to a decrease in our non-current financial liabilities by EUR 17.5 million from EUR 756.3 million as of
December 31, 2016, to EUR 738.7 million as of December 31, 2017. This decrease is mainly due to decreased
liabilities from derivatives by EUR 16.4 million. Additionally, our other provisions decreased by
EUR 12.2 million to EUR 234.1 million as of December 31, 2017, from EUR 246.3 million as of December 31,
2016, primarily due to lower levels of warranty provisions which decreased by EUR 32.9 million to
EUR 179.5 million as of December 31, 2016, compared to EUR 146.6 million as of December 31, 2017, whereas
provisions for onerous contracts related to a lease of a production site increased.

9.7.4. Comparison of Selected Items of Financial Position as of December 31, 2016 and December 31, 2015

As of December 31, 2016, our total assets increased by EUR 720.4 million, or 15.3%, to EUR 5,435.1 million
from EUR 4,714.7 million as of December 31, 2015.

This increase was mainly due to an increase in our current assets by EUR 418.4 million to EUR 3,619.9 million
as of December 31, 2016, from EUR 3,201.6 million as of December 31, 2015, which resulted primarily from an
increase in cash and cash equivalents. Cash and cash equivalents increased by EUR 360.3 million to
EUR 1,720.8 million as of December 31, 2016, from EUR 1,360.5 million as of December 31, 2015, mainly due
to the proceeds from the issuance of a bond in December 2016 explained below, which increase was partially
offset by decreasing cash flow from operating activities and cash outflows for the strategic investment in Haldex
AB shares. In addition, trade accounts receivables increased by EUR 24.1 million from EUR 947.3 million as of
December 31, 2015, to EUR 971.4 million as of December 31, 2016. Moreover, receivables from construction
contracts increased by EUR 21.9 million from EUR 101.9 million as of December 31, 2015, to
EUR 123.8 million as of December 31, 2016. As a slight counter-effect, our inventories decreased by
EUR 14.4 million to EUR 611.1 million as of December 31, 2016, from EUR 625.5 million as of December 31,
2015 mainly due to the decrease in finished goods by EUR 12.5 million compared to the previous period.

The increase in our total assets was also due to an increase in non-current assets by EUR 302.0 million to
EUR 1,815.2 million as of December 31, 2016, as compared to EUR 1,513.1 million as of December 31, 2015.
This increase primarily resulted from an increase in intangible assets and goodwill by EUR 150.8 million from
EUR 333.7 million as of December 31, 2015, to EUR 484.5 million as of December 31, 2016, mainly due to
additions to goodwill as a result of several acquisitions in the fiscal year 2016. Most notably, the acquisitions of
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the tedrive Group and GT Group, as well as the step acquisition of the Icer Rail joint venture resulted in higher
goodwill of EUR 7.5 million, EUR 74.2 million and EUR 24.6 million, respectively. Furthermore other
non-current financial assets increased by EUR 86.9 million to EUR 94.2 million as of December 31, 2016, from
EUR 7.3 million as of December 31, 2015, mainly due to the strategic investment in Haldex AB shares.
Additionally, property, plant and equipment rose by EUR 84.5 million to EUR 1,099.4 million as of
December 31, 2016, from EUR 1,014.9 million as of December 31, 2015, primarily as a result of the completion
of our development center in Munich. These increases were partially offset by a decrease in deferred tax assets
by EUR 21.4 million to EUR 115.6 million as of December 31, 2016, from EUR 137.1 million as of
December 31, 2015.

Total equity and liability increased by EUR 720.4 million, or 15.3%, to EUR 5,435.1 million as of December 31,
2016 from EUR 4,714.7 million as of December 31, 2015.

As of December 31, 2016, our equity amounted to EUR 1,965.9 million, an increase of EUR 127.9 million as
compared to EUR 1,838.1 million as of December 31, 2015. The major part of this increase related to increased
profit carried forward by EUR 251.2 million to EUR 1,177.7 million as of December 31, 2016, from
EUR 926.4 million as of December 31, 2015. In contrast, net income decreased by EUR 143.5 million to
EUR 567.2 million as of December 31, 2016, from EUR 710.7 million as of December 31, 2015, mainly due to a
decrease in earnings before taxes due to a sales decline as described above mainly relating to the decline of high
speed train sales in China.

The increase in total equity and liability was primarily due to an increase of our liabilities by EUR 592.5 million
to EUR 3,469.2 million as of December 31, 2016 as compared to EUR 2,876.6 million as of December 31, 2015,
which was largely due to the net impact of the changes explained below.

Our non-current liabilities increased by EUR 498.7 million to EUR 1,472.5 million as of December 31, 2016,
from EUR 973.8 million as of December 31, 2015. This increase was primarily due to an increase in non-current
financial liabilities of EUR 494.3 million to EUR 756.3 million as of December 31, 2016, from
EUR 261.9 million as of December 31, 2015, mainly as a result of the issuance of a bond but also due to an
increase in liabilities from options on minority interest, which were offset by lower liabilities to credit
institutions. This increase was partially offset by a decrease in non-current other provisions by EUR 12.3 million
to EUR 246.3 million as of December 31, 2016, from EUR 258.6 million as of December 31, 2015, primarily due
to a reduction in guarantees.

In addition, current liabilities increased by EUR 93.8 million to EUR 1,996.6 million as of December 31, 2016,
from EUR 1,902.8 million as of December 31, 2015. Key contributions to the increase came from increased
current other provisions by EUR 46.7 million to EUR 226.9 million as of December 31, 2016, from
EUR 180.2 million as of December 31, 2015, primarily due to an increase in guarantees which were previously
recorded in non-current other provisions. Furthermore, current financial liabilities increased by EUR 40.6 million
to EUR 531.3 million as of December 31, 2016, from EUR 490.7 million as of December 31, 2015. In addition,
trade accounts payables increased by EUR 27.4 million to EUR 754.5 million as of December 31, 2016, from
EUR 727.0 million as of December 31, 2015, mainly due to the aforementioned acquisitions in the fiscal year
2016.

An opposing effect resulted from a decline in liabilities from construction contracts of EUR 20.5 million from
EUR 146.8 million as of December 31, 2015, to EUR 126.3 million as of December 31, 2016.

9.8. Liquidity and Capital Resources
9.8.1. Overview

In the periods under review, our principal sources of funds were cash flow generated from our operating
activities as well as borrowed funds, primarily in the form of a bond issued with a principle amount of
EUR 500 million with a fixed coupon rate of 0.5% p.a. maturing in 5 years with effect from December 8, 2016 as
well as a bond issued with a principle amount of EUR 750 million with a fixed coupon rate of 1.125% p.a.
maturing in 7 years with effect from June 14, 2018. Our principal uses of cash were to fund Capital Expenditures,
working capital and acquisitions as well as debt service obligations (including payment of interest and repayment
of principle). Our Cash Conversion Ratio ranged between 76.6% in 2017, 92.2% in 2016 and 101.8% in 2015
driven by our working capital management geared at efficiency, in particular by improving inventory turns with
active warehouse and inventory management, active management of receivables, as well as further measures
such as factoring and supply chain financing programs. The Cash Conversion Ratio of 101.8% in 2015 was in
particular due to a strong cash collection in the Asia-Pacific region in our Rail Vehicles Segment at year end and
we generally consider a Cash Conversion Ratio of 80% to 90% as a normal range.
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9.8.2.  Consolidated Statement of Cash Flows

The following table shows the consolidated statement of cash flows for the six-month periods ended June 30,
2018 and June 30, 2017, and for the fiscal years 2017, 2016 and 2015:

For the six-month period
ended June 30, For the fiscal year
(in EUR million) 2018 2017 2017 2016 2015
(unaudited) (audited)
Cash flow from operating activities
Net income (including earnings share of minority
ANEEIESES) Lovvneeeiiie e et e e e e e e e e e e eeeaa 307.0 269.6 587.2 567.2 710.7
Adjustments for
Depreciation and amortization .................eeeeevvennnnnns 109.9 94.9 211.5 165.7 170.5
Impairment/reversal of impairment on inventories ..... 59 5.2) (8.8) 24.1 (1.0)
Impairment/reversal of impairment on trade accounts
TECEIVADICS .. .ovviiieiii e 1.0 0.6) (0.9) (1.6) 1.9
(Profit)/loss on sale of property, plant and
EQUIPINETIL. . eeeetviieeeeiiieeeeeeiieeeeeeiieeeeeraieeeeniiieeees 3.9) 0.6 (0.6) (11.5) 1.2
Other non-cash expenses and income ....................... 38.7 27.1 38.6 23.1 324
INterest iINCOME ....ocovvniiiiiiiie e e 7.0 94 14.8 9.5 7.5
Investment reSult.........cccoeivviiieiiiiiiiieie e 0.7 1.0 0.6 (2.6) (0.8)
INCOME taX EXPENSE ovvvvneeririiieeeeiiieeeeeiiieeeeeniiieees 123.5 119.1 251.7 267.8 329.2
Income tax Payments ............oveeeeeuunneeeeriiineeeeiiiieens (106.4)  (118.9) (254.4) (280.3) (311.0)
Changes to
Inventories, trade accounts receivables and other
assets, which cannot be allocated to investing or
financing aCtivities ...........vvvveieeeeeeeeeerrereriiiiiineeennns (383.4) (345.0) (201.6) 49.5 33.8
Trade accounts payables, which cannot be allocated
to investing or financing activities............ceeeeevvuunnnnes 107.7 131.9 87.2 (95.8) 3.8
ProVISIONS. .....cvvuiieiiiiiiie e 41.5 16.1 (45.3) 54.1 (18.6)
Cash flow from operating activities........................... 249.1 200.1 679.9 769.2 959.5
Cash flow from investing activities
Proceeds from the sale of intangible assets ................... - - - 0.1 0.5
Disbursements for investments in intangible assets........ (27.0) (22.3) (45.2) (46.0) (31.5)
Proceeds from the sale of fixed assets ..............cceeeevuneis 11.9 114 19.3 37.3 20.7
Disbursements for investments in property, plant and
CQUIPIMENT 1.evviviiiiiieeeeeeeeeeeeeeiiiieee e e e eeeeeeeeeeeaaeneeees (71.9) (63.9) (184.7)  (200.3)  (204.8)
Proceeds from the sale of investments.......................... 6.3 - 28.3 5.5 1.3
Disbursements for financial investments ...................... - (8.7) (8.7) (86.8) (6.1)
Disbursements for the acquisition of consolidated
companies and other business UNitS..............oeeeervvvunnenes - (96.5) (96.5) (160.1)  (104.0)
Interest received ......oouviiiieiiiiieiie e 34 10.6 16.7 8.3 26.6
Net disbursements for investments in plan assets
(PENSIONS) 1.vvvviviiiiieeeeeeeeeeeeeeeiiiee e e e e e eeeeeeereraae e ees 4.7 4.5) (9.0) (6.2) (5.4)
Cash flow from investing activities............................ (81.9) (173.9) (279.8) (448.2) (302.6)
Cash flow from financing activities
Proceeds from equity contributions by minority
shareholders ...........oooiiiiiiiiiiie e - - 0.2 2.4 -
Proceeds from loans and borrowings..................eeeeene. 744.8 1.8 3.0 498.7 17.6
Disbursements from the repayment of borrowings......... (1.9) 9.5) (18.3) (41.2) (10.8)
Disbursements for finance lease liabilities .................... (3.3) (2.8) (5.3) 3.3) (3.0
Interest Paid ......eeeveeeeeeeeiiiiiiieee e (5.3) (7.9) (20.2) (16.3) (20.9)
Dividends paid to parent company shareholders............. (851.3)  (385.1) (385