NEWS: 2/01

GALENICA STRATEGY CONFIRMED
CONSOLIDATED HALF-YEAR PROFITS RISE ONCE AGAIN BY 11%

HALF-YEAR REPORT FOR 2001

DEAR SHAREHOLDERS,

THE GALENICA GROUP HAS BEEN ABLE TO TAKE ADVAN-
TAGE OF ITS EXTREMELY FLEXIBLE STRUCTURE MADE UP
OF SIX BUSINESS SECTORS. THE RESULTS FOR THE
FIRST HALF OF 2001 CONFIRM THE WISDOM OF THE
GROUP’S NEW STRATEGY AND ITS POLICY OF OPENNESS
TOWARDS ALL MARKET PLAYERS: 10% OF THE GROUP’S
INCOME FROM OPERATIONS CAN BE ACCOUNTED FOR
BY ITS ORIGINAL CORE BUSINESS, DISTRIBUTION, THE
REMAINING 90% BEING GENERATED BY THE PHARMA
INTERNATIONAL, PHARMA SWITZERLAND, PREWHOLE-
SALE, SERVICES AND RETAIL SECTORS. THE GALENICA
GROUP OBTAINED HALF OF ITS INCOME FROM FOREIGN
BUSINESS. TOTAL TURNOVER IS AROUND CHF 1,050.3
MILLION WHILE THE CONSOLIDATED RESULT AGAIN
ROSE, IN COMPARISON WITH THE PREVIOUS YEAR, THIS
TIME BY A GOOD 11% TO CHF 28.5 MILLION.

THE GALENICA GROUP _During the first half of 2001
net turnover for the Galenica Group rose by 4.1% (pre-
vious year 10.1%) from CHF 1,009.3 million to CHF
1,050.3 million. Over the same period, the operating
result increased from CHF 27.7 million to CHF 29.9
million, representing a rise of 8 %. At the same time
consolidated profits rose by 11.1% to CHF 28.5 mil-
lion (previous year: 22.9 % rise to CHF 25.7 million).

CONSOLIDATED NET TURNOVER AS OF 30 JUNE

Consolidated per Sales to Group Consolidated

business sector companies net turnover Progression
in million CHF 2001 2000 2001 2000 2001 2000 2001/2000
Pharma International 47.4 38.9 0.8 0.5 46.6 38.4 21.4%
Pharma Switzerland 66.1 64.8 23.3 24.4 42.8 40.4 5.9%
Prewholesale 236.5 211.7 721 77.4 164.4 134.3 22.4%
Distribution 7621 790.0 33.7 5.9 728.4 7841 *
Services 2.9 2.2 0.1 - 2.8 2.2 27.3%
Retail 65.3 9.9 - - 65.3 9.9 559.6%
Total 1,050.3 1,009.3 4.1%

*Development of turnover not comparable, see comments page 2




PHARMA INTERNATIONAL _In the first six months of
the year net turnover at Vifor (International) rose by
21.9% in comparison with the previous year to CHF
47.4 million. This highly satisfactory result can be ex-
plained by increased sales of the brand’s iron-based
products Maltofer®, Dexfer® and Venofer® in Europe,
the Middle East and North and South America. De-
spite a large investment in research and development
it was possible to achieve a considerably higher profit
from operations of CHF 15.4 million (+55.6 %).
Markets continued to develop. During the first half-
year the Pharma International sector was awarded
several state contracts in the Middle East. At the
same time this sector is venturing into the Asian mar-
ket. In the USA, where Vifor (International) received
FDA approval for the sale of Venofer® in autumn
2000, efforts are now being made to obtain reim-
bursement by medical insurance companies.

PHARMA SWITZERLAND _Net turnover for the com-
panies that make up this business sector - Vifor, De-
mocal, Adima, Panpharma and the Medichemie Group
- rose in comparison with the same period in 2000 by
2.0% to CHF 66.1 million (previous year: 1.9 % rise to
CHF 64.8 million). This increase is accounted for by a
rise in sales of both prescription and OTC products.
Satisfactory progress was seen in the Medichemie
Group, which manufactures and markets herbal and
synthetic products. The OTC segment of the Pharma
Switzerland sector continued to expand at a higher
rate (6.6 %) than that of the market in general (3.3 %),
despite the fact that weather conditions - a mild win-
ter and a cloudy spring - had a negative effect on the
sale of OTC products (e.g. for treating colds) as well
as parapharmaceutical products (in particular sun
screens). The overall result was thus a modest growth
rate. Both Vifor and the Medichemie Group saw a rise
in the number of manufacturing contracts for third
parties.

Profit from operations for the business sector as a
whole rose by 15.9% to CHF 8.0 million, representing
12.1% of net turnover. (The previous year saw a rise
of 4.5% to CHF 6.9 million, which corresponded to

10.6 % of net turnover). This development can be ex-
plained by the shift in product mix in favour of the
Group’s own products.

PREWHOLESALE _In the Prewholesale business sec-
tor sales increased by 11.7% to CHF 236.5 million
(previous year: rise of 16 % to CHF 211.7 million). Im-
portant contracts were signed with new major phar-
maceutical manufacturers, including Serono in the
UK, Aventis in Spain and Janssen Cilag in France.

The profit from operations of CHF 1.2 million is simi-
lar to that achieved in the first half of the previous
year. This figure was affected by expenditure on set-
ting up and expanding local companies in France,
Italy, Spain and Portugal. Negotiations are currently
underway with numerous pharmaceutical manufac-
turers who have decided to outsource their logistical
services. In order to meet the enormous demand for
prewholesale services this business sector is plan-
ning to intensify its network of prewholesale centres
in Europe and to standardise the services it provides.

DISTRIBUTION _The Distribution business sector,
which generates around 10% of the Group result, is
going through a difficult year. Its profit from opera-
tions fell by 70.1% from CHF 9.7 million to CHF 2.9
million (previous year: rise of 43 %). This trend is the
result of the deregulation of the wholesale market,
where fixed margins prevailed up until the end of
2000. Since 1 January 2001 Galexis has been mar-
keting its Nova invoicing system which was specially
developed for the deregulated market. Owing to the
change in systems the new turnover figure of CHF
762.1 million cannot be directly compared with the
figure for the previous year (CHF 790.0 million).

It is our customers who have been able to take ad-
vantage of the deregulation in the form of drastic
price cuts. This has led to a faster and more radical
adaptation to the new system than was expected. The
new purchasing trend among our clientele has led to
arise of 20 % in the average number of items ordered.
Today over 90% of the orders we receive are trans-
mitted electronically: each week the number of or-
ders placed through the Internet is rising by 20 %. The
volume of returned goods where costs are charged



has fallen to almost zero. The corresponding struc-
tural measures will start to produce results only in the
second half of the year.

SERVICES _e-mediat, the leading provider of scien-
tific and economic data-bases in the Swiss health
care sector, achieved a turnover of CHF 2.9 million in
the first half of the year. Owing to major investment in
e-health projects the profit from operations for this
business sector fell from CHF 0.5 million to CHF - 0.4
million.

Apart from e-mediat, this sector also includes the
joint-venture companies Triamun, e-prica and med-
commerce. The projects drawn up by these compa-
nies, involving web-based process solutions, are ad-
vancing according to plan. When it is completed, the
Triamun project will network all service providers and
all their areas of activity. Medcommerce is an open
virtual market place where manufacturers of supplies
for hospitals can display their range of products. As a
secure navigation and storage system, e-prica offers
software for managing highly sensitive patient data in
total confidence.

RETAIL _Thanks to internal growth and acquisitions,
the Retail business sector achieved a sales figure of
CHF 65.3 million in the first six months of 2001 (pre-
vious year: CHF 9.9 million). The profit from opera-
tions of CHF 2.3 million reflects the important invest-
ment made in setting up and developing new business
formats as well as the launching of operational struc-
tures. Coop Vitality, a joint venture with Coop, will
be opening salespoints in Baden, Kriens, Zurich and
Crissier during the second half of the year.

PROFIT FROM OPERATIONS
PER BUSINESS SECTOR

in million CHF 30.6.2001 30.6.2000
Pharma International

Net turnover 47.4 38.9
Profit from operations 15.4 9.9
As % of net turnover 32.4% 25.5%
% of Group profit from operations 51% 36%
Pharma Switzerland

Net turnover 66.1 64.8
Profit from operations 8.0 6.9
As % of net turnover 12.1% 10.6%
% of Group profit from operations 27% 25%
Prewholesale

Net turnover 236.5 211.7
Profit from operations 1.2 1.2
As % of net turnover 0.5% 0.6%
% of Group profit from operations 4% 4%
Distribution

Net turnover 7621 790.0
Profit from operations 2.9 9.7
As % of net turnover 0.4% 1.2%
% of Group profit from operations 10% 35%
Services

Net turnover 2.9 2.2
Profit from operations (0.4) 0.5
As % of net turnover (13.7%) 22.7%
% of Group profit from operations (1%) 2%
Retail

Net turnover 65.3 9.9
Profit from operations 2.3 (1.6)
As % of net turnover 3.6% (16.2%)
% of Group profit from operations 8% (6%)




CONSOLIDATED PROFIT AND LOSS ACCOUNT

OF THE GALENICA GROUP

in thousand CHF 1.1.-30.6.2001 1.1.-30.6.2000
Income

Net sales 1,050,304 1,009,285
Decrease in inventory 1,166 83
Other income 6,925 8,651
Total income 1,058,395 1,018,019
Expenditure

Cost of sales (875,181) (858,212)
Salaries and social security contributions (81,850) (69,645)
Other expenditure (61,535) (53,615)
Depreciation (9,941) (8,859)
Total expenditure (1,028,507) (990,331)
Profit from operations 29,888 27,688
Financial income 7,609 5,601
Financial expenditure (11,441) (3,609)
Other income 11,531 5,987
Other expenditure (2,343) (2,5006)
Profit for the half-year before

extraordinary items and taxes 35,244 33,161
Extraordinary income 511 2,284
Extraordinary expenditure (1,451) (4,080)
Profit for the half-year before taxes 34,304 31,365
Taxes (5,522) (6,160)
Profit before minority interests 28,782 25,205
Minority interests (259) 470
Profit for the half-year 28,523 25,675
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ACCOUNTING BASIS _The consolidated financial
statements for the first half of the year have been
drawn up in accordance with the Swiss Accounting
and Reporting Recommendations (ARR), which are
detailed in the Group’s Annual Report for 2000.

In comparison with the first half of 2000, the scope of
consolidation has been expanded to include retro-
spectively the Victoria Group (taken over on 1.1.2000)
and Aponova (taken over on 1.1.2001) in the Retail
business sector, as well as Atrapharm (taken over on
1.1.2001) in the Prewholesale sector.

The Prewholesale and Retail joint-venture business
sectors have been 100% consolidated. The corre-
sponding minority interests (50 %) are indicated.

EVOLUTION OF THE CONSOLIDATED RESULTS
PER 30 JUNE

in million CHF
28.5
)
25.7 +11.1%
ﬂ +22.9%
/ 20.9
— +18.3%
17.7
14.2 +24.7%
'97 '98 '99 2000 '01

_Taking into account the net financial result, which
was considerably affected by major investment in ex-
panding the new business sectors and setting up pro-
jects, in particular in the Services and Retail sectors,
other income and expenditure which includes an in-
come item resulting from the sale of a building in
Geneva which was no longer required plus an extra-
ordinary income item, and after deduction of taxes
and minority interests, consolidated profits as per
30 June 2001 had risen by 11.1% over the previous
year from CHF 25.7 million to CHF 28.5 million.



CONSOLIDATED BALANCE SHEET FOR THE GROUP
AS OF 30 JUNE

in thousand CHF 30.6.2001 30.6.2000
ASSETS

Current assets

Cash and securities 79,819 61,644

Trade accounts receivable 280,721 246,892

Other accounts receivable, prepaid expenses and accrued income 31,353 22,519

Inventories 170,757 148,874

Total current assets 66.1% 562,650 63.4% 479,929

Long-term assets

Realisable assets

_Loans 8,665 7,621

_ Participations 10,403 744

Intangible assets 1,056 3,805

Fixed assets 268,040 265,396

Total long-term assets 33.9% 288,164 36.6% 277,566

Total assets 100% 850,814 100% 757,495
LIABILITIES AND SHAREHOLDERS’ EQUITY

Liabilities

Current liabilities

_Bank loans 141,658 65,675

_Trade accounts payable 160,255 152,997

_Other accounts payable and accrued expenses 148,090 108,516

Long-term liabilities

_Bank loans 700 6,322

Provisions 74,460 52,550

Total liabilities 61.7% 525,163 51.0% 386,060

Minority interests (4.9%) (41,537) 1.0% 7,961

Shareholders’ equity

Share capital 32,500 32,500

Reserves 334,688 330,974

Total shareholders’ equity 43.2% 367,188 48.0% 363,474

Total liabilities and shareholders’ equity 100 % 850,814 100% 757,495




OUTLOOK FOR 2001

THE GALENICA GROUP FORESEES A CONTINUED PRO-
GRESSION IN THE RESULTS FOR ALL ITS BUSINESS SEC-
TORS IN THE SECOND HALF OF THE YEAR.

_The Pharma International business sector is ex-
pected to maintain its strong growth rate. Vifor (Inter-
national) is planning to intensify its know-how and ca-
pacity in the niche market for iron-based products.
The entire Pharma Switzerland sector is aiming to ex-
pand and consolidate its position in the OTC market.
Alloga’s objective is to strengthen its market position
in the Prewholesale sector throughout Europe, as well
as taking further steps to complete its pan-European
network.

And in the difficult context of a deregulated health
care market, Galexis will maintain its leading position
in the pharmaceutical wholesale field and improve it’s
profitability during the second semester.

The Services sector is very promising. For this reason
Galenica plans to considerably increase its invest-
ment in e-business and thus in the whole Group over
the next three years, for example in the form of joint
ventures such as Triamun (together with Ludwig &
Partners) and e-prica (together with the Kudelski
Group).

The Retail sector will continue to expand through in-
ternal growth and acquisitions.

Berne, 7 september 2001

e

ETIENNE JORNOD
Chairman and CEO

The Galenica Group expects to increase its annual
profits for 2001 by over 10 %, for the sixth successive
year. The highest rates of growth will most probably
be seen in the Pharma International, Pharma Switzer-
land, Prewholesale and Retail business sectors. Our
customers, shareholders, employees and partner
companies should all be able to take equal advantage
of this success.

Further information on the Galenica Group is avail-
able on our website: www.galenica.com.

DATES TO BE NOTED FOR 2002 _The Galenica Group
will inform the media and financial analysts of the
results of the business year 2001 on 23 April 2002.
At the same time, a year of celebrations to mark
Galenica’s 75" anniversary will be inaugurated. The
Annual General Meeting of shareholders will be held
on 23 May 2002.

THE GALENICA GROUP _Galenica is a diversified
group of companies that operates in the health care
market, among other things manufacturing and mar-
keting pharmaceutical products, managing pharma-
cies, providing logistical services and data-bases and
setting up networks. The Galenica Group enjoys a
leading position in all its areas of activity - pharma-
ceutical manufacturing, prewholesaling, distribution,
associated services and retailing. A large part of the
Group’s income is generated by international opera-
tions.
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