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Merck Serono

MERCK SERONO

Merck Serono, which discovers, develops, manufactures and markets prescription medicines
of both chemical and biological origin, is the largest division of the Merck Group, accounting
for 56% of Group total revenues.

Merck Serono | Key figures

Total revenues 1,427.2 1,406.8
Gross margin 1,221.6 1,186.5
Research and development -305.6 -304.4
Operating result 148.4 178.0
Exceptional items 1.0 -
Free cash flow 538.2 191.4
Underlying free cash flow 273.1 191.4
ROS in % 10.4 12.7

Merck Serono's total revenues increased 1.5% to EUR 1,427 million in the first quarter of

2011 compared to EUR 1,407 million in the year-ago quarter. The growth rate is less than
usual because sales of the multiple sclerosis treatment Rebif®, Merck Serono's top-selling
product, and other drugs were inordinately high in the comparable quarter last year when
U.S. wholesalers received an extra 20 days supply of products. This was to prevent a pos-

sible shortage in April while the EMD Serono subsidiary in the United States converted its
computer system.

The sales shift inevitably resulted in a sales decline in North America. Sales in Europe also
declined, mainly due to the divestment of the Théramex women's health business and health-
care policy changes in Germany. On the other hand, sales in Latin America and Australasia
showed a robust growth.

Royalty, license and commission income rose in the first quarter by 17% to EUR 82 million.

At EUR 411 million, global sales of Rebif® for the treatment of relapsing forms of multiple
sclerosis, returned to normal levels in the first quarter of 2011. However, this represented
a decline of 4.29 due to the spike in sales in the year-ago quarter as previously discussed.

Sales of the targeted cancer treatment Erbitux® continued to climb, increasing by 8.7% in the
first quarter to EUR 209 million with a generally solid performance in Merck Serono markets
except Japan.

First-quarter sales of Gonal-f®, a recombinant hormone used in the treatment of infertility,
decreased by 4.2% to EUR 133 million, also suffering from the above mentioned spike in Q1 2010.

Sales of the recombinant growth hormone Saizen® for growth hormone deficiency rose by
1.3% to EUR 55 million in the first quarter.

Merck Serono's primary care products continue to contribute significantly to the division's
overall sales. Sales of the branded Concor® (bisoprolol) beta blocker products, such as Lodoz®
and Concor®COR, increased 4.1% to EUR 95 million in the first quarter. Total sales of the
Glucophage® (metformin) franchise of oral antidiabetic products rose 6.0% to EUR 81 million
in the first quarter. Sales of thyroid medicines such as Euthyrox® jumped 20% to EUR 46 mil-
lion in the first quarter due to growth in Europe, Latin America and Australasia.
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With an increase in total revenues and a decrease in the cost of sales, the division's gross
margin rose by 3.0% to EUR 1,222 million in the first quarter. Marketing and selling costs rose
in the first quarter by 9.29% to EUR 352 million from EUR 322 million in the comparatively low
first quarter of 2010. Royalty, license and commission expenses were down 9.1% due

to a decline in commission payments on sales of Rebif®.

Merck Serono | Sales by region — Q1

1 Europe 645  48%
2 North America 257 19%
3 Latin America 204 15% 3 !
4 Asia, Africa, Australasia 238 18%

Research and development spending by Merck Serono rose 0.49% to EUR 306 million. The divi-
sion's R&D costs equaled 219% of revenues due to cost-intensive, late-stage clinical trials.

During March, Merck Serono submitted an indication extension application to the European
Medicines Agency (EMA) to expand the range of indications for Erbitux® to include the treat-
ment of patients with advanced or metastatic non-small cell lung cancer with high epidermal
growth factor receptor (EGRF) expression in combination with standard first-line platinum-
based chemotherapy. The submission is based on a new biomarker analysis of EGFR expres-
sion levels in tumors of patients participating in the Phase Ill FLEX study.

Recruitment of more than 870 patients was completed for the pivotal Phase Il EXPAND clini-
cal trial investigating Erbitux® in the treatment of patients with advanced gastric cancer.

In January, the Committee for Medicinal Products for Human Use (CHMP) confirmed its
previous position and adopted a final negative opinion regarding the European market-

ing authorization application for Cladribine Tablets as a treatment for relapsing-remit-

ting multiple sclerosis. In March, the division received a letter from the U.S. Food and Drug
Administration (FDA) saying the new drug application for Cladribine Tablets could not be
approved in its present form. Merck Serono will meet with the FDA in May to clarify next
steps and to identify whether data from completed and ongoing clinical studies can address
the FDA's questions. The resulting uncertainty about the future prospects of Cladribine Tablets
at this point in time led to an impairment of the remaining EUR 50 million book value on this
product. Thus, the division's charge for amortization of intangible assets from the 2007 acqui-
sition of Serono increased to EUR 199 million in the first quarter of 2011.

Consequently, the division's first-quarter operating result declined by 17% to EUR 148 mil-
lion from EUR 178 million in the year-ago quarter. The core operating result, which excludes
Serono-related amortization of intangible assets, increased by 10% to EUR 347 million com-
pared to EUR 316 million in the first quarter of 2010.

The division's first-quarter ROS was 10.4% compared to 12.7% in the year-ago quarter. Core
ROS, which excludes Serono-related amortization of intangible assets, was 24.3% in the first
quarter of 2011 compared to 22.4% in the year-ago quarter. Free cash flow grew almost
threefold to EUR 538 million in the first quarter of 2011 compared to EUR 191 million in the
year-ago quarter mainly due to the payments received on the divestment of the Théramex
business.



Consumer Health Care

CONSUMER HEALTH CARE

The Consumer Health Care division increased total revenues by 8.4% to EUR 117 million

in the first quarter. This included an organic growth rate of 5.8% and a 2.6% boost from
positive currency effects. Except for Asia, where sales were steady, all other major markets
showed improvement. Latin America reported a 209% increase in sales.

Consumer Health Care | Key figures

Total revenues 116.6 107.6
Gross margin 82.1 72.8
Research and development -4.8 -4.8
Operating result 7.7 1.5
Exceptional items - -
Free cash flow 13.0 -2.5
Underlying free cash flow 13.0 -2.5
ROS in % 6.6 1.4

Global sales of Nasivin® nasal spray jumped by 19%, driven by exceptional demand in Russia.
Nasivin® is part of the division's "Cough and Cold" business, which improved its sales by 17%
in the first quarter of 2011 compared to the year-ago quarter.

Sales of Bion®3 probiotic multivitamins rose 11% due to demand in France and Chile while
sales of Cebion vitamins improved 17%. These products are part of the division's "Everyday
Health Protection” business, which posted an overall sales increase of 8.8% in the first quarter.

Sales of "Mobility" products such as Seven Seas® supplements, Kytta® and Flexagil® rose 13%
during the first quarter. Sales of Kytta® ointments jumped 33%, led by demand in Germany.

Global sales of Femibion®, the vitamins and minerals supplement for pregnant women and
nursing mothers, rose 9.0% compared to the year-ago quarter. This product is a leader in the
division's "Women's and Children's Health" business, which registered an 8.1% increase in
first-quarter sales.

Consumer Health Care | Sales by region - Q1

1 Europe 84  72%
2 North America 1 0%
3 Latin America 17 15% 1
4 Asia, Africa, Australasia 15 13%

Strategic-brand products such as Seven Seas®, Kytta®, Kidabion®, Nasivin® and Cebion® now
account for 59% of the division's sales, excluding the mail-order business.

The risk provision set up owing to the currency situation in Venezuela could be partly offset by
payments received from Venezuela and therefore had a positive impact on the gross margin.
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Consumer Health Care | Merck Millipore

The division's gross margin in the first quarter improved 13% to EUR 82 million. Marketing
and selling costs rose 6.8% in the first quarter as the division continued to pursue its strategy
of focusing on strategic brands to drive growth. Spending on research and development was
unchanged at EUR 4.8 million.

The division's first-quarter operating result increased fivefold to EUR 7.7 million from

EUR 1.5 million in the year-ago quarter. This improvement was reflected in ROS (operating
result/total revenues), which rose to 6.6% in the first quarter of 2011 from 1.4% in the
year-ago quarter. Free cash flow for the first quarter was EUR 13.0 million compared to
EUR -2.5 million in the year-ago quarter.

MERCK MILLIPORE

The Merck Millipore division comprises the activities of the former Millipore Corporation,
a leading U.S.-based life science company acquired last July, and the majority of Merck's
former Performance & Life Science Chemicals division. As the businesses are now fully
integrated, it is not possible to provide comparable year-ago figures.

Merck Millipore | Key figures

Total revenues 611.3 229.6
Gross margin 356.3 127.0
Research and development -32.6 -6.8
Operating result 72.0 35.2
Exceptional items - -
Free cash flow 51.5 19.6
Underlying free cash flow 57.8 19.6
ROS in % 11.8 15.3

The new division's first-quarter total revenues amounted to EUR 611 million.

The division has three business units - Bioscience, which represents 18% of total revenues;
Lab Solutions, 40%:; and Process Solutions, 42%.

The Bioscience business unit supplies products and services to specialized life science research
laboratories and pharmaceutical and biotech companies for drug discovery and development.
Two of its newest products are aimed at making the work of research scientists faster, eas-
ier and more exact. The launch of the Scepter™ in early 2010 was very successful and is driv-
ing sales of the business unit. Scepter™ is the world's first automated handheld cell coun-
ter, which eliminates the tedious and time-consuming process of visually counting cells. In
the first quarter of this year, Merck Millipore launched the new Scepter™ 2.0, which gives
extended application for cell counting. The Samplicity™ Filtration System, an innovative new
technology that provides a convenient high throughput alternative to syringe-tip filters when
preparing samples for chromatography, received the prestigious Editor's Silver Award for best
new product at the March 2011 Pittcon, the world's largest laboratory science trade show.



