Media Release

Full-year results 2017/18:
Sonova reports substantial sales and earnings growth
Stäfa (Switzerland), May 22, 2018 – Sonova Holding AG, the world’s leading provider of hearing
solutions, reports a solid financial performance for the 2017/18 financial year, achieving
substantial growth in sales and profit. Sales reached CHF 2,645.9 million, up 10.4% in Swiss
francs or 9.0% in local currencies. This was driven by organic growth in both segments and
further supported by acquisitions. Normalized for one-time costs, Group EBITA reached
CHF 551.6 million, an increase of 14.6% in Swiss francs and 12.3 % in local currencies. Reflecting
the strong earnings growth, normalized EPS increased 14.0% to CHF 6.36. With the launch of the
SWORD™ Made For All wireless chip, Sonova set a new industry benchmark for direct
connectivity, which will drive the product pipeline across all brands, enabling a whole range of
new features and services with significant consumer benefits.
Highlights
•
•
•
•
•
•
•
•
•

Group sales of CHF 2,645.9 – up 10.4% in Swiss francs and 9.0% in local currencies
Normalized EBITA of CHF 551.6 million – up 14.6% in Swiss francs and 12.3% in local currencies
Hearing instruments segment – sales of CHF 2,423.1 million, up 9.0% in local currencies
Cochlear implants segment – sales of CHF 222.9 million, up 8.6% in local currencies
Normalized EPS of CHF 6.36 – up 14.0% in Swiss francs
Operating free cash flow reached CHF 419.2 million
Proposed dividend of CHF 2.60 per share – increase of 13%, normalized payout ratio of 41%
Outlook for FY 2018/19 – organic sales growth of 3%-5% or growth of 2%-4% after net
divestments; EBITA growth of 6%-9% (vs. normalized FY 2017/18 EBITA), all in local currencies
Guidance implies a mid-teens growth in reported EPS in Swiss francs at May 2018 FX rates

Arnd Kaldowski, CEO of Sonova, says: “Today’s results demonstrate the benefits of our consistent
strategy implementation and reflect the ongoing success of Sonova’s innovative product portfolio,
including our complete range of rechargeable solutions and the success of our initial offering based on
our unique 2.4 GHz Made For All wireless chip SWORD. We made good progress with integrating
AudioNova and significantly expanded the profitability across the Group. Our full product pipeline and our
broad global presence across all channels allow us to move even closer to the consumer and puts us on
a clear path for sustained profitable growth.”
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Sales driven by acquisitions and organic growth
In the 2017/18 fiscal year Sonova Group sales reached CHF 2,645.9 million, an increase of 10.4% in
Swiss francs. In local currencies sales increased by 9.0%, representing an organic growth of 3.8% plus
6.0% growth from acquisitions, including those made in this reporting period and the full-year effect of
prior year acquisitions. The full-year effect mainly consists of five additional months of AudioNova,
acquired as of September 2016. Disposals reduced sales growth by 0.8%. Exchange rate fluctuations
had a positive impact, and contributed 1.4% to the reported growth in Swiss francs, due to the strength of
the Euro.
Strong momentum in the EMEA and APAC regions
Europe, Middle East and Africa (EMEA), the Group’s largest region, provided a strong increase in sales of
16.3% in local currencies. We achieved solid organic growth in most markets within the region,
supplemented by the full-year effect of the AudioNova acquisition and a further expansion of our retail
footprint. This was partially offset by the effects of a difficult market environment in Germany and the
Netherlands. The EMEA share of Group sales increased from 48% in 2016/17 to 53% in the period under
review.
Sales in the United States declined by 1.8% in local currency from the prior year. Low single-digit growth
in the hearing instruments and cochlear implants businesses was more than offset by a lower sales level
in the retail network; our project to streamline and reposition this business, which had taken up a
significant amount of management attention, is now well advanced. The region accounted for 28% of
Group sales in 2017/18, down from 33% in the prior year. The rest of the Americas (excluding the US)
achieved a 9.0% sales increase in local currencies, with accelerating growth in the second half year. The
strong growth in this region was carried by all three businesses.
Sales in the Asia/Pacific (APAC) region rose by 9.4% in local currencies. Strong growth in Japan and
China was partially offset by a weaker development in Australia. The cochlear implants business in China
benefited from sales worth CHF 7.7 million made through a central government tender.
Solid gross margin development driven by the hearing instruments segment
Gross profit reached CHF 1,868.2 million, an increase of 13.1% in Swiss francs and of 11.3% in local
currencies. The gross profit margin was 70.6%, up from 68.9% in the prior year. This improvement was
due both to a higher share of the retail business and an increase in average selling prices across the
hearing instruments segment. In the cochlear implants segment, a higher share of upgrade revenues
largely offset the impact from the lower-priced China tender.
Reported operating expenses, including other operating income, were CHF 1,335.7 million. This included
one-time costs of CHF 19.2 million (2016/17: CHF 18.4 million) related to the AudioNova acquisition,
specifically to integration and restructuring. Where relevant, we refer to figures normalized for such onetime costs. Normalized operating expenses rose by 12.5% in Swiss francs or by 10.8% in local currencies
to CHF 1,316.6 million, reflecting the sales growth and a business mix effect from the higher relative
share of retail business related to AudioNova.
Research and development (R&D) expenses were CHF 142.9 million, an increase of 4.3% in local
currencies, underlining Sonova’s continued commitment to innovation. Technology developments in the
field of wireless connectivity again represented an important share of the R&D efforts. The increased
relative share of the retail business means that R&D spending as a percentage of sales declined from
5.7% to 5.4%.
Normalized sales and marketing costs were up 12.3% in local currencies and reached CHF 928.2 million:
35.1% of sales, compared to 33.9% in the prior year. The higher cost ratio is driven by the increased
relative share of retail business, which has a higher ratio of sales and marketing costs to sales than the
rest of the Group.
Normalized general and administrative costs increased by 9.6% in local currencies to CHF 252.7 million,
representing 9.5% of sales, which is unchanged from the prior year. The effect of a generally higher cost
ratio from an increased retail business share was offset by firm cost management.
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Other income for the current period was largely unchanged at CHF 7.2 million. Similarly to the prior year,
this includes a capital gain of CHF 4.0 million (2016/17: CHF 3.9 million) from the sale of non-core retail
activities in Europe, which had been part of the AudioNova acquisition.
Reported operating profit before acquisition-related amortization (EBITA) was CHF 532.5 million
(2016/17: CHF 463.0 million), an increase of 15.0% in Swiss francs or 12.7% in local currencies.
Reported EBITA margin rose to 20.1% (2016/17: 19.3%), mainly reflecting solid operating leverage from
organic growth supplemented by a minor benefit from the exchange rate developments. Normalized for
one-time costs, EBITA increased by 14.6% in Swiss francs or 12.3% in local currencies to CHF 551.6
million, corresponding to a margin of 20.8%. Including the expected increase in acquisition-related
amortization from the AudioNova acquisition, reported operating profit (EBIT) reached CHF 483.0 million
(2016/17: CHF 423.7 million), up by 14.0%.
Significant increase in earnings per share
Reflecting the strong growth in EBIT, basic earnings per share (EPS) reached CHF 6.13 (2016/17: CHF
5.35), a significant increase of 14.6% from the prior year. Normalized for one-time costs, EPS increased
14.0% to CHF 6.36. Net financial expenses, including the result from associates, decreased from CHF
6.3 million to CHF 4.0 million. The effective tax rate was 14.9% (2016/17: 14.7%); the increased rate
reflects a negative impact from revaluation of tax loss carry forwards related to the US tax reform, mostly
offset by the revaluation of other tax assets and liabilities. Income after taxes was therefore CHF 407.4
million (2016/17: CHF 356.2 million).
Minor increase in headcount
The Group’s total workforce at the end of the 2017/18 financial year was 14,242 full-time equivalents, an
increase of only 153 over the previous year after taking into account acquisitions and disposals, including
the sale of our US Hearing Service Plan business at the end of the fiscal year. In line with our strategy,
we continued to add staff in customer facing functions and in R&D. Good progress was made in directing
new hires to lower-cost locations.
Hearing instruments segment – Acquisitions and new products driving growth
Sales in the hearing instruments segment grew by 10.6% in Swiss francs and 9.0% in local currencies to
reported sales of CHF 2,423.1 million. Organic growth was 3.3%, while the contribution from acquisitions
in the reporting period and the full-year effect of prior year acquisitions was 6.6% or CHF 143.8 million.
Growth was reduced by 0.9% through disposals, mainly in the retail business. Exchange rate fluctuations,
primarily a stronger Euro, contributed 1.6% to growth in Swiss francs.
As in the prior year, Premium hearing instruments achieved the strongest growth, with sales up 11.8% in
local currencies. This was followed by the Advanced and Standard categories with an increase of 5.4%
and 4.5% respectively in local currencies. The higher growth in the Premium category was driven by the
continuing success of our innovative product portfolio, in particular the further expansion of our
rechargeable solutions and the launch of our industry-first hearing aid with direct universal wireless
connectivity functionalities, which generated ongoing improvement in the product mix and average selling
prices. Sales of wireless communication systems showed good momentum with a rise of 7.7% in local
currencies, almost exclusively from organic growth. Sales in the “miscellaneous” product category, which
includes accessories, batteries, and services, increased strongly by 20.4% in local currencies, both from
solid organic growth and the full-year effect of the AudioNova acquisition, which has a higher revenue
share in this category.
The hearing instruments business, which includes sales to independent audiologists, retail chains,
multinational, and government customers, but excludes our own retail business, grew 4.2% in local
currencies to CHF 1,441.6 million. Organic growth was 4.7%, driven by the rechargeable and wireless
connectivity innovations mentioned above, along with the further deployment of the Phonak Belong™ and
the Unitron Tempus™ platforms. Solid growth was achieved across all regions, with double-digit organic
growth in major markets including Canada, France, UK, Italy and Japan, partially held back by a more
modest development in Germany and the United States.
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The retail business increased sales by 17.2% in local currencies to CHF 981.5 million; growth was driven
by acquisitions and improving organic sales development in the second half. Solid organic growth in a
number of key markets, including UK, Belgium, Canada, France, Poland and New Zealand, was partially
offset by a weaker development in Germany and Australia. In addition, business in the US and the
Netherlands continued to be affected by the streamlining and strategic repositioning of our store
networks, which is in an advanced stage. The integration of the AudioNova acquisition has further
progressed and the conversion of its product portfolio to Sonova technology has been completed ahead
of plan. Growth was also affected by the sale of non-strategic retail assets, including the AudioNova
businesses in France and Portugal in March and April 2017 respectively.
Reported EBITA for the hearing instruments segment amounted to CHF 520.6 million, up 12.1% in local
currencies. The normalized EBITA increased by 11.7% in local currencies to CHF 539.7 million,
corresponding to an EBITA margin of 22.3% (prior year: 21.6%). The segment achieved strong organic
margin expansion through a positive product mix and strict cost control, partially offset by the expected
margin effect of the increased share of retail business.
Cochlear implants segment – Growth driven by upgrade sales
The cochlear implants segment achieved sales of CHF 222.9 million, up 8.5% in Swiss francs and 8.6%
in local currencies; the main driver was a 27.5% local currency growth in upgrade sales. After a doubledigit increase in the prior year, sales growth in Western markets was slower, due to increased competition
and strict internal price discipline. The Asia/Pacific region significantly outperformed, even excluding the
CHF 7.7 million in sales related to the government tender in China. New systems sales rose by 3.3% in
local currencies. The range of bimodal solutions was further expanded by the launch of the Phonak
Naída™ Link CROS, a wireless audio transmitter that provides full access to sounds for unilateral
cochlear implant candidates with no hearing in their opposite ear. The year also saw the successful
introduction of the HiFocus™ SlimJ electrode, featuring a thin, straight design that helps to preserve
residual hearing.
Stable average selling prices in developed markets and an increased share of high-margin upgrade sales
largely offset the impact of the lower-priced China tender on the gross profit margin. Together with a good
operating leverage, this resulted in an EBITA of CHF 11.9 million versus CHF 8.0 million in the prior year.
Stable cash flow
Cash flow from operating activities was CHF 523.4 million, compared to CHF 522.4 million in the prior
year; higher profitability was offset by adverse changes in working capital and long-term provisions.
Compared to the prior year, movements in trade payables, rebounding from an elevated prior year level,
and lower income tax accruals reduced cash flow by a total of CHF 33.2 million. Two other items, each of
which had a negative impact in the high single-digit millions, were higher accounts receivables, and the
liquidation of AudioNova legacy equity plans. Net investments in tangible and intangible assets were
largely unchanged at CHF 95.5 million, resulting in an operating free cash flow of CHF 419.2 million,
down by 1.3%. Cash consideration for acquisitions amounted to CHF 82.5 million, compared to 675.3
million in the prior year, which had included the acquisition of AudioNova. Cash inflow from divestments
was CHF 23.3 million, against CHF 17.8 million in the prior year. In summary, this resulted in a free cash
flow of CHF 360.0 million, compared to a negative free cash flow of CHF 232.6 million in the prior year.
Cash outflow from financing activities was CHF 186.2 million, compared to a cash inflow of CHF 290.5
million in the prior year, which had included the bond issue related to the financing of the AudioNova
acquisition. A net amount of CHF 26.3 million was spent on the purchase of treasury shares to support
equity-based compensation plans, compared to CHF 20.8 million in the prior year. Cash outflow from
financing also includes dividend payments of CHF 150.3 million.
Balance sheet remains strong
Reported net working capital was CHF 190.5 million, compared to CHF 169.7 million at the end of the
prior year; this reflects a slight deterioration in working capital ratios and acquisition effects. Capital
employed was CHF 2,702.9 million, compared to CHF 2,535.9 million in the prior year; the increase was
largely driven by the acquisitions and currency effects on balance sheet positions. The Group’s equity
position amounted to CHF 2,474.9 million, resulting in a solid equity ratio of 57.5%. The net debt position
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stood at CHF 228.0 million, compared to CHF 404.6 million at the end of the prior year. Reflecting the full
year impact of the acquisition of AudioNova, the return on capital employed (ROCE) showed an expected
decrease to 18.4% from 20.4% in the prior year.
In light of the solid profitable growth and a healthy financial position, the Board of Directors will propose a
dividend of CHF 2.60 to the Annual General Shareholders’ Meeting on June 12, 2018. This proposed
distribution is up 13% over the prior year, and represents a stable payout ratio, normalized for one-time
cost, of 41% (reported: 42%).
Outlook 2018/19
We expect continued solid growth in sales and profitability across the hearing instruments and cochlear
implants segments during 2018/19, supported by our attractive product and solutions portfolio and our
continued commitment to innovation. Organic growth is expected to reach 3%-5%. The net impact of
acquisitions and of the disposal of non-core retail assets as well as the US Hearing Service Plan business
is expected to reduce growth by around 1% with a small impact on profitability. We therefore expect
overall sales to grow in the range of 2%-4% and EBITA to increase by 6%-9% (compared to normalized
FY 2017/18 EBITA), both measured in local currencies. At May 2018 exchange rates, the guidance
implies a mid-teens growth in reported EPS in Swiss francs for 2018/19.

Our online Annual Report 2017/18 is available at:
https://report.sonova.com/2018/en
The Annual Report 2017/18 is available on our website at:
http://www.sonova.com/en/investors/reporting/financial
The presentation of the Full-Year Results 2016/17 can be downloaded at:
http://www.sonova.com/en/investors/presentations
– End –
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Media Relations

Thomas Bernhardsgrütter
Phone +41 58 928 33 44
Mobile +41 79 618 28 07
Email
thomas.bernhardsgruetter@sonova.com

Mirko Meier-Rentrop
Phone +41 58 928 33 24
Mobile +41 79 506 19 11
Email
mirko.meier-rentrop@sonova.com

Disclaimer
This Media Release contains forward-looking statements, which offer no guarantee with regard to future performance. These statements are
made on the basis of management’s views and assumptions regarding future events and business performance at the time the statements
are made. They are subject to risks and uncertainties including, but not confined to, future global economic conditions, exchange rates, legal
provisions, market conditions, activities by competitors and other factors outside Sonova’s control. Should one or more of these risks or uncertainties materialize or should underlying assumptions prove incorrect, actual outcomes may vary materially from those forecasted or
expected. Each forward-looking statement speaks only as of the date of the particular statement, and Sonova undertakes no obligation to
publicly update or revise any forward-looking statements, except as required by law.
About Sonova
Sonova, headquartered in Stäfa, Switzerland, is the leading provider of innovative hearing care solutions. The Group operates through its
core business brands Phonak, Unitron, Hansaton, Advanced Bionics and AudioNova. Sonova offers its customers one of the most
comprehensive product portfolios in the industry – from hearing instruments to cochlear implants to wireless communication solutions.
Pursuing a unique vertically integrated business strategy, the Group operates through three core businesses – hearing instruments, retail
and cochlear implants – along the entire value chain of the hearing care market. The Group’s sales and distribution network, the widest in the
industry, comprises over 50 own wholesale companies and more than 100 independent distributors. This is complemented by Sonova’s retail
business, which offers professional audiological services through a network of around 3,500 locations in 18 countries.
Founded in 1947, the Group has a workforce of over 14,000 dedicated employees and generated sales of CHF 2.65 billion in the financial
year 2017/18 as well as a net profit of CHF 407 million. Across all businesses, and by supporting the Hear the World Foundation, Sonova
pursues its vision of a world where everyone enjoys the delight of hearing and therefore lives a life without limitations.
For more information please visit www.sonova.com and www.hear-the-world.com.
Sonova shares (ticker symbol: SOON, Security no: 1254978, ISIN: CH0012549785) have been listed on the SIX Swiss Exchange since
1994. The securities of Sonova have not been and will not be registered under the U.S. Securities Act of 1933, as amended (the
“U.S. Securities Act”), or under the applicable securities laws of any state of the United States of America, and may not be offered
or sold in the United States of America except pursuant to an exemption from the registration requirements under the U.S.
Securities Act and in compliance with applicable state securities laws, or outside the United States of America to non-U.S. Persons
in reliance on Regulation S under the U.S. Securities Act.
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