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e Net sales of CHF 7 553 million for the Group, at current exchange rates,
a decrease of 10.6%, or CHF 7 534 million, a minus of 10.8% at constant
exchange rates.

e The Watches & Jewelry segment, including Production, generated net sales of
CHF 7 305 million, minus 10.7% at current exchange rates.

e (Operating result of CHF 805 million, equivalent to an operating margin of 10.7%
(minus 44.5% compared to previous year).

e The Watches & Jewelry segment, including Production, generated an operating
margin of 12.2% (previous year 18.8%). Compared to the first half year,
operating margin improved by 2 percentage points in the second half, despite
massive shortfalls in purchase and order volumes of watch movements and
components from third-party customers, and maintaining of capacities and
workforce in production facilities.

e Net income of CHF 593 million, equivalent to a net margin of 7.9% (minus
47.0% compared to the previous year).

e Equity practically unchanged at CHF 11.1 billion, due to the share buyback of
CHF 332 million, equivalent to an equity ratio of 84.5% (previous year 84.7%).

¢ Dividend proposal: CHF 6.75 per bearer share and CHF 1.35 per registered
share (previous year CHF 7.50 per bearer share, CHF 1.50 per registered share).

¢ The months of November, December and January showed, particularly in
Mainland China, very good growth in the Watches & Jewelry segment, with a
substantial improvement in operating margin.

¢ Based on the positive development of the last three months, healthy growth is
expected for the year 2017.

This advance information will be followed by the distribution and discussion of the detailed annual report at the press
conference scheduled for 16 March 2017.
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Group Key Figures

(CHF million) e 2016 2005 Changein%
atconstant  currency Total
rates effect
Netsales

Operating result
—in % of net sales

Net income
—in % of net sales

Equity
—as a % of balance sheet total

Average return on equity (ROE) 5.3% 10.2%

Unaudited figures.

Strategy
The long-term industrial Group strategy remains unchanged:

1. Continued strengthening of the manufacturing base Switzerland for all segments, despite the very negative ex-
change rate situation. Calculated at 2010 exchange rates, the Swatch Group lost cumulatively CHF 5 billion in
revenues from 2011 up to and including 2016.

2. Unchanged investment in innovation, in both product development and production.

3. Selective expansion of its own retail network.

The Group continues to follow its strategy of preserving the workplace of its employees over the long term, even in a dif-
ficult economic environment. This allows the Swatch Group to react quickly and flexibly to the again increasing demand.

Group Overview

The past financial year was marked by worldwide turbulence in a very challenging economic environment. The decline in
consumption, already evident since the end of 2015, intensified particularly in the first half of 2016. As in the previous year,
the tragic terrorist attacks in France, Belgium, Germany and Turkey, as well as new legal regulations in various countries,
led to rapid regional shifts.

The slightly positive currency trend for the US Dollar, Japanese Yen and Euro was almost completely neutralized by the
weakening of the British Pound as a result of the Brexit decision on 24 June and the devalued Chinese Renminbi. The Swiss
Franc remains strongly overvalued, reason why the long-term strategy of favoring a defensive price adjustment policy over
short-term profit thinking is maintained.
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Highlights of the financial year 2016

Development abroad

In the Watches & Jewelry segment, including Production, net sales decreased 10.7% compared to the previous year at
current exchange rates to CHF 7 305 million. The currency impact of 0.2% was slightly positive. The segment achieved an
operating margin of 12.2% (previous year: 18.8%). Compared to the first half year, operating margin improved by 2 percen-
tage points in the second half.

Sales performance in Europe presented a very mixed picture. Due to the terrorist attacks in France and Belgium, tourists
were largely absent, which led to declining figures, the same was also partially the case in Germany and Switzerland with
its ongoing high Swiss Franc. Sales in Italy and Spain were relatively stable. In general, Europe reported significantly lower
tourist numbers, particularly from China, due to the new statutory entry requirements for biometric visas. Sanctions by
Europe and the USA against Russia led also to a massive reduction in tourists from this region. The Brexit decision of 24
June however led to double-digit sales growth in local currency in Great Britain, but also to a lower margin, due to sales
prices in the devalued British Pound and purchase prices in the expensive Swiss Franc.

South Korea practically offset the drop in sales in the previous year caused by MERS, thanks to double-digit growth. The
situation in Hong Kong normalized in recent months, not only in Retail, which in total stands at the previous year’s level, but
also in Wholesale. In Mainland China, increased demand in recent months was very positive with growth of over 20%, it
was even higher in the Group’s own retail network. Also the markets in Indonesia and Malaysia performed well, and sales
in Japan are as well on an upward trend in recent months. Markets in the Middle East recorded double-digit growth. The
Indian market remained stable, despite the chaotic situation caused by the exchange operation for banknotes.

Business in North America was slightly below the previous year, while sales in Middle America performed positively.

The sales share for the Group's own retail rose to approximately 30%, within the scope of the further retail expansion
strategy with over 100 additional points of sale in the best locations.

Production integrated into the Watches & Jewelry segment recorded significantly lower capacity utilization than in the
previous year. Many third-party brands reacted in panic to decreasing demand by massively reducing orders of watch mo-
vements and components. The Group’s own brands could not compensate for this decline. Unchanged fixed costs for unused
production capacities resulted in a temporary decline in the operating result for this area. Cost optimization programs have
always been a tradition at the Swatch Group, regardless of increasing or decreasing sales. The positive emerging perfor-
mance signs in the markets will very quickly result in increased demand for watch movements and components in Produc-
tion. Thanks to the maintaining of production capacities, as well as a highly motivated workforce, we can immediately res-
pond to this increased demand, which will also lead to an improved situation in this area in 2017.

The Electronic Systems segment generated net sales of CHF 260 million in 2016, 11.0% lower than the previous year, due
to continuing price pressure on products. Despite this, the operating result could be increased to CHF 10 million (previous
year: CHF 9 million). With the very strong innovation power in this segment, the market leader position in the area of inte-
grated circuits with lowest energy consumption was expanded, and new sensors (pressure sensors) and applications (dual
RFID with NFC and UHF technology) were developed. In December, EM Microelectronic-Marin was awarded the innovation
prize Connect+Event in Paris for the best technological innovation in connected smart and mobile devices. Renata further
expanded its position as market leader in the area of environmentally friendly batteries with highest energy density. Micro
Crystal launched additional high-precision real time clock (RTC) modules, based on miniature quartz crystals and the smal-
lest CMOS circuits, into the market. The new watch modules from Micro Crystal, an integration of quartz and circuits from
EM Microelectronic-Marin, will make it possible to produce ETA quartz movements with a previously unequaled precision.
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Personnel
The number of employees decreased by approximately 600 persons to 35 700 in 2016. This was solely due to normal fluc-
tuations.

Training

The Swatch Group promotes vocational training at all levels, and in particular, for apprentices who wish to graduate as
watchmakers or in related technical professions. Currently, more than 600 persons are again being trained in Switzerland
and abroad, including students in the six Group’s own watchmaking schools in Miami, Kuala Lumpur, Shanghai, Hong Kong,
Pforzheim and Manchester.

Operating result and net income

Low capacity utilization in Production with a practically unchanged workforce, as well as shifts in the country mix, impacted
the operating result in 2016. Marketing investments were held at the same level, also due to the presence of Omega as
official timekeeper at the Olympic Games in Rio de Janeiro.

The operating result amounted to CHF 805 million (minus 44.5% compared to the previous year), equivalent to an operating
margin of 10.7%. In November and December, the operating margin increased due to the positive sales performance. Net
income closed at CHF 593 million, 47.0% lower than the previous year. This is equivalent to a net margin of 7.9% compared
to 13.2% in the previous year. Benchmarked to the first half year, the operating margin improved from 9.5% to 11.8% and
the net margin from 7.1% to 8.6% in the second half year.

Product highlights

Especially the antimagnetic Omega Co-Axial Globemaster collection (METAS certified), the launch of the Swatch NFC
Bellamy as a contactless payment device in China, Switzerland and Brazil, as well as the new Swatch POP and Swatch
Sistem51 Irony collections generated good sales. Also, the new Omega Seamaster Planet Ocean Deep Black became a
bestseller. Rado was on the road to success with its new Ceramica and HyperChrome 1616 collections, as well as Longines
with the Dolce Vita, Conquest Roland Garros and Longines Master Collection, and Tissot with the new T-Touch Expert Solar
NBA (North American professional basketball league) model. Furthermore, Tissot successfully accompanied the Tour de
France 2016. In the luxury segment, Harry Winston continued its very good growth path, with its high jewelry collection
Lotus Cluster, Art Deco and Precious Butterfly.

Investments

Across all segments, the Swatch Group invested a total of CHF 563 million in non-current operating assets in 2016. In ad-
dition to the further broadening of its own retail network, heavy investment was also made in new production buildings
(Omega, Swatch and Boncourt) and in state-of-the-art production and assembly facilities, with particular investment in the
expansion of Industry 4.0. Significant investment was also made in the area of customer service, both in Switzerland and
in the foreign distribution companies.

Cash flow

Operating cash flow amounted to CHF 1 010 million in the period under review, after income tax payments of CHF 277 mil-
lion. To keep the cash balance low, particularly in order to avoid negative interest, treasury shares with a market value of
CHF 332 million were repurchased in 2016 within the scope of a three-year share buyback program.

Inventories
At year end, inventories were practically unchanged at CHF 6.3 billion (previous year CHF 6.2 billion). While further invest-
ment in diamonds for Harry Winston and targeted expansion of retail stores was made, the remaining inventories declined.

Dividend proposal

At the Annual General Meeting on 23 May 2017, the Board of Directors of the Swatch Group will propose reducing dividends
by only 10% to CHF 6.75 per bearer share and CHF 1.35 per registered share (previous year CHF 7.50 per bearer share and
CHF 1.50 per registered share), despite the significantly lower result.

Press release 2 February 2017



e ¢ € O
SWATCH GROUP

Outlook for 2017

Consumer interest and the potential for Swiss watches remains strong. Particularly Asia and the Middle East are showing
again increasing sales in recent months, including brands in the luxury segment, so that healthy growth in local currency
can again be expected for the year 2017, even more this expectation also applies to the USA and Europe.

With its global distribution network and the successful introduction of E-Commerce already in 2001, the Group is in an
excellent position to serve its customers, wherever they are in the world, at any time. Qur very motivated employees in
retail, in distribution, and over the entire production chain make this possible.

The number of patent applications in the year under review again exceeded 180 patents, in the areas of electronic smart
and mobile device products, mechanical watches and watch movements, as well as in “habillage” and for innovative pro-
duction methods (Industry 4.0).

In the Electronic Systems segment, the newest developments in the area of dual frequency RFID technology (NFC and UHF),
an innovative Bluetooth module, integrated circuits with lowest energy consumption and the most innovative sensor tech-
nology (particularly pressure sensors), as well as the real time clock (RTC) module will ensure growth. In addition, Belenos
will put its pilot production line for the new batteries into operation. Also, Swiss Timing will show up with many technolo-
gical innovations in timekeeping for sporting events.

The year 2017 will be marked by many new product launches by our brands. The 60th anniversary of the Omega Speedmas-
ter will provide a strong stimulus. The creative and very successful use of Omega’s E-Commerce, with Speedy Tuesday on
Instagram, demonstrates the great potential and enormous demand. Swatch will launch the unique new very slim Skin
collection, as well as the second generation of the Swatch Bellamy as a contactless payment device. This is just to name a
few examples.

Based on the positive sales figures in all segments in recent months, including January, Swatch Group anticipates healthy
growth in 2017.

Next publications/events:

16.03.2017 Publication of the annual report 2016
Press conference

23.05.2017 Annual General Meeting, Grenchen

03.08.2017 Publication of 2017 half-year results

Original: German

Translations: English, French and Italian

CONTACTS

Investors Media

Felix Knecht, Investor Relations Officer Bastien Buss, Corporate Communications
Telephone: +41 32 343 68 11 Telephone: +41 32 343 66 80

The Swatch Group Ltd, Biel/Bienne (Switzerland) The Swatch Group Ltd, Biel/Bienne (Switzerland)
E-mail: please use our «Contact Form» E-mail: please use our «Contact Form»
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Consolidated Income Statement

Unaudited figures.
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Consolidated Balance Sheet

31.12.2016 31.12.2015

Total non-current assets 4061 31.0 4001 30.2

Total assets 13 106 100.0 13270 100.0

Unaudited figures.
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Consolidated Balance Sheet

31.12.2016 31.12.2015

Total non-current liabilities 826 6.3 806 6.1
Total liabilities 2033 15.5 2028 15.3
Equity

Non-controlling interests ... 88 02 08
Total equity 11073 84.5 11242 84.7
Total equity and liabilities 13106 100.0 13270 100.0

Unaudited figures.
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Consolidated Statement of Cash Flows
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Unaudited figures.
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Segment Information

(CHF million) parties Group Total parties Group Total

Net sales
Watches & Jewelry

Electronic Systems

Corporate

Elimination
Total

(CHF million)

Operating result
Watches & Jewelry

Electronic Systems

Corporate
Total

Unaudited figures.

Statistical Information

"""""""""""""""" 2016 2015 )
Basic Diluted Basic Diluted
Average number of registered shares outstanding 118672611 118887741 119847161 120069 686
Average number of bearer shares outstanding 29987419 29987419 30 308 846 30 308 846
Key data per registered share (nom. CHF 0.45) in CHF
Consolidated net income attributable to shareholders 214 214 4.01 Al
Cash flow from operating activities 376 376 5.17 ..517
Consolidated equity ) ) ) L Mn22 Mn19 41.42 4139
Dividend e 135" 135 1.50 150
Price/earningsrato 291 291 17.0 170
Key data per bearer share (nom. CHF 2.25) in CHF
Consolidated net income attributable to shareholders 1069 1068 20.07 20.05
Cash flow from operating activities ) L 1880 1879 25.87 2585
Consolidated equity ) ) ) L 20612 20595 207.12 206.95
Dividend e 6.75" 675" 7.50 150
Price/earningsrato 296 297 17.4 A
Share capital in CHF 125210250 125210250 125210250 125210250

" Board of Directors' proposal.

Unaudited figures.
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