
PRESS RELEASE
SWATCH GROUP: COMMENTS ON THE FIRST HALF OF THE YEAR
AND OUTLOOK FOR 2005 AS A WHOLE
BIEL/BIENNE, 24 AUGUST 2005

• Marked rise in Group sales despite high basis for comparison with the previous year 
and continued negative currency influences.

• Increase in operating result to CHF 299 million before and CHF 293 million (+9.3%) 
after extraordinary items respectively.

• Above-average increase to CHF 267 million (+21.4%) in Group net income, 
due to a strong financial result.

• Growth in sales of high-end watches significantly higher than the statistics 
published by the Fédération Horlogère.

• Sharp rise in sales in the watches, movements and components production segment.

• Slight decline in electronic systems, but clear indications of recovery in June.

• Positive outlook for the second half-year and 2005 as a whole.

Growth in gross sales Organic in CHF

Watches + 8.9% + 7.2%
Watch production + 7.3% + 7.0%
Electronic systems – 3.7% – 4.0%
Total Group + 7.5% + 6.1%
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KEY FIGURES FOR THE GROUP AS A WHOLE

1st half 1st half % change
2005 2004

Restated

Gross sales 2 075 1 955 7.5% 6.1%

Net sales 1 980 1 876 5.5%

Operating result (EBIT) 293 268 9.3%

- in % of gross sales 14.1% 13.7%

Net income 267 220 21.4%

- in % of gross sales 12.9% 11.3%

Investment in tangible assets 71 225 –68.4%

Shareholders’ equity, 30 June 4 484 4 042 10.9%

Market capitalization, 30 June 10 996 10 039 9.5%

Total unit sales: watches, movements, stepping motors (million units) 59.4 61.0 –2.6%

The gradual reduction in the production of movements in the lowest price bracket will result in a further drop in total unit sales.

The Interim Consolidated Financial Statements are unaudited.

Comment

Group gross sales in the first half-year rose organically by +7.5% and,
adjusted for currency fluctuations, by +6.1% in Swiss francs. Currency
movements in the period under review had a negative impact of –1.4%.

Despite a high basis of comparison with the previous year, the Group
achieved a significant increase in sales during the first half-year.

Demand appears to continue unabated, particularly for watches in the
upper price bracket. This trend was clearly in evidence at the World
Watch and Jewellery Show in Basle as well as in subsequent months.

The movements sector also recorded strong growth on a par with the
watches segment, following the previous-year decline in sales which
was primarily attributable to high inventories held by third-party 
purchasers.

The Executive Group Management Board and the Board of Directors
are very confident with regard to the second half of the current year.

Provided currency relations remain stable, the negative impact on the
full-year results could level off further, giving rise to the possibility of
a new record high for Group sales. 

Excluding the impact of external factors such as exogenous shocks 
or radical shifts in currency markets over which the Group has no 
influence, the Executive Group Management Board anticipates 
continued positive business development.

In CHF millions

in
local

currency

in
CHF
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WATCHES

1st half 1st half % change
2005 2004

Restated

Gross sales 1 548 1 444 8.9% 7.2%

Net sales 1 473 1 384 6.4%

Operating result (EBIT) 241 225 7.1%

- in % of gross sales 15.6% 15.6%

The Interim Consolidated Financial Statements are unaudited.

Gross sales in the finished watches segment rose in the first half of
2005 by 8.9% in local currencies and by 7.2% in Swiss francs. High
growth in the range of watches in the upper price category is clearly 
indicative of further market share gains in this segment.

As expected, the other watch brands are not experiencing the same
dynamic as the prestige brands. They have, however, performed well
in their respective markets and sales in July and August show a clear
upward trend.

Based on the highly positive volume of orders generated at this year’s
World Watch and Jewellery Show, coupled with an ongoing recovery
in consumer spending, Group Management are highly confident with
regard to the second half of 2005. Efforts to gain additional market
shares, expansion plans in Japan, the USA, China and the Middle
East, as well as further selective expansion of a retail market 
presence, will pose major challenges to the Group. 

Sales in Asian countries, in particular in China, Hong Kong, Japan and
Taiwan, continue to record the strongest growth. However, solid
growth has also been registered in the United States, while sales in
Europe have grown only in individual regions. 

Nevertheless, there are visible signs of growth in consumer demand
in Europe, which should positively impact sales in the second half 
of 2005.

In CHF millions

in
local

currency

in
CHF
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PRODUCTION OF WATCHES, MOVEMENTS AND COMPONENTS

1st half 1st half % change
2005 2004

Restated

Gross sales 659 616 7.3% 7.0%

- of which to third parties 277 260 6.5%

Net sales 622 575 8.2%

- of which to third parties 260 244 6.6%

Operating result (EBIT) 29 17 70.6%

- in % of gross sales 4.4% 2.8%

The Interim Consolidated Financial Statements are unaudited.

At +7.0%, growth in gross sales of watches, movements and compo-
nents was significantly higher than the previous-year period.

Intercompany orders as well as orders for third parties rose in the 
period under review.

The inventory situation among third-party purchasers has largely 
returned to normal, and there is a healthy order backlog for the 
remainder of 2005.

It should be noted that the basis of comparison for the second half-
year will be much more challenging. Nevertheless, solid performance
is also expected to continue in this area, in line with developments in
the finished watches segment. 

A further shift in the product mix towards mechanical movements 
will also have a positive impact on the profitability of these business
activities.

The rationalization measures in Malaysia for movements in the low-
est price category, announced in the press release dated 13 May 2005,
coupled with the closure of ETA Uhrwerke in Germany, resulted in 
severance payments in the order of CHF 6 million. These are non-
recurring costs which negatively impact the result for the end of June
2005 by this amount.

At present, it is impossible to obtain a reliable estimate of potential
impairments in respect of machines which have fallen out of use as
a result of these measures; any such impairment, however, should not
exceed the one-digit million mark.

Conversely, the implemented measures will have a positive future 
impact now that a loss-making activity will be eliminated, and 
significant cuts in personnel expenses will result.

in
local

currency

in
CHF

In CHF millions
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ELECTRONIC SYSTEMS

In the first half of 2005, the electronic systems segment posted a 
4.0% drop in gross sales.

This weaker performance was largely due to a relatively high basis 
of comparison with the previous year as well as strong pressure on
prices for individual components. This trend for early 2005 was forecast
at the presentation of the 2004 results and has now been confirmed. 

Since June, however, this segment has already experienced a signifi-
cant recovery in orders for the semiconductor industry and for other
components, which should be consolidated over the next few months.

The ever-shorter cycles with which this branch of industry is con-
fronted make it difficult to provide any clear outlook. However, the
Group continues to operate in this segment on the basis of a highly
challenging operating margin which can unquestionably be expanded
on the strength of growing volumes. The basis of comparison for the
second half-year is lower, and the significantly more upbeat mood 
in the market provides grounds for anticipation of a good year-end 
result.

1st half 1st half % change
2005 2004

Restated

Gross sales 263 274 –3.7% –4.0%

- of which to third parties 247 247 0.0%

Net sales 260 270 –3.7%

- of which to third parties 244 243 0.4%

Operating result (EBIT) 34 39 –12.8%

- in % of gross sales 12.9% 14.2%

The Interim Consolidated Financial Statements are unaudited.

in
local

currency

in
CHF

In CHF millions
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Interim Consolidated Financial Statements
CONDENSED INCOME STATEMENT (unaudited)

1st half 2005 1st half 2004 Change
Restated

Gross sales 2 075 100.0 1 955 100.0 120 6.1

Sales reductions –95 –4.6 –79 –4.0 –16 20.3

Net sales 1 980 95.4 1 876 96.0 104 5.5

Other operating income 155 7.4 156 8.0 –1 –0.6

Operating expenses –1 748 –84.2 –1 657 –84.8 –91 5.5

Depreciation and impairment charge –94 –4.5 –107 –5.5 13 –12.1

Operating result (EBIT) 293 14.1 268 13.7 25 9.3

Net financial result 33 1.6 0 0.0 33

Result before taxes 326 15.7 268 13.7 58 21.6

Income taxes –59 –2.8 –48 –2.4 –11 22.9

Net income 267 12.9 220 11.3 47 21.4

Attributable to equity holders of The Swatch Group Ltd 264 217 47 21.7

Attributable to minority interests 3 3 0 0.0

Registered shares CHF CHF CHF %

Basic earnings per share 0.92 0.74 0.18 24.3  

Diluted earnings per share 0.91 0.74 0.17 23.0  

Bearer shares CHF CHF CHF %

Basic earnings per share 4.58 3.72 0.86 23.1

Diluted earnings per share 4.57 3.72 0.85 22.8

% % %
CHF

millions
CHF

millions
CHF

millions



7Press release   24 August 2005

Interim Consolidated Financial Statements
CONDENSED BALANCE SHEET (unaudited)

30.06.2005 31.12.2004 Change
Restated

Assets
Property, plant and equipment 1 177 18.8  1 188 19.7 –11 –0.9  

Intangible assets 260 4.1  256 4.3 4 1.6  

Other non-current assets 182 2.9  167 2.8  15 9.0  

Non-current assets 1 619 25.8  1 611 26.8  8 0.5  

Inventories 1 749 27.9  1 615 26.9  134 8.3  

Trade receivables 592 9.4  646 10.7  –54 – 8.4  

Other current assets 705 11.3  764 12.7  –59 –7.7  

Cash and cash equivalents 1 606 25.6  1 375 22.9  231 16.8  

Current assets 4 652 74.2  4 400 73.2  252 5.7  

Total assets 6 271 100.0  6 011 100.0  260 4.3  

% % %

Equity and liabilities
Equity 4 484 71.5 4 276 71.1  208 4.9  

Non-current provisions 30 0.5 34 0.6  –4 –11.8  

Other non-current liabilities 763 12.1 769 12.8 –6 –0.8

Non-current liabilities 793 12.6 803 13.4  –10 –1.2

Current provisions 62 1.0 62 1.0  0 0.0

Other current liabilities 932 14.9 870 14.5  62 7.1

Current liabilities 994 15.9 932 15.5  62 6.7

Total liabilities 1 787 28.5 1 735 28.9  52 3.0

Total equity and liabilities 6 271 100.0 6 011 100.0  260 4.3

CHF
millions

CHF
millions

CHF
millions
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Interim Consolidated Financial Statements
CONDENSED CASH FLOW STATEMENT (unaudited)

1st half 1st half
2005 2004

Restated

Operating activities

Net income 267 220

Depreciation and impairment charge 94 107

Changes in provisions; taxes and interest 1 –9

Changes in net working capital and other items –30 119

Cash flow from operating activities 332 437

Investing activities

Investments in assets –87 –351

Proceeds from sale of assets 83 11

Cash flow from investing activities –4 –340

Financing activities

Dividends paid –101 –85

Sale / purchase of treasury shares 0 –106

Change in non-current liabilities 0 0

Change in current liabilities –8 135

Cash flow from financing activities –109 –56

Net impact of foreign exchange rate differences on cash 9 5

Increase / decrease in cash and cash equivalents 228 46

Change in cash and cash equivalents

- at beginning of year 1 373 1 289

- at 30 June 1 601 228 1 335 46

CHF millions CHF millions
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Interim Consolidated Financial Statements
STATEMENT OF CHANGES IN EQUITY (unaudited)

Minority Total
Interest equity

Share Capital Treasury Other Retained Total
capital reserves shares reserves earnings

Balance at 01.01.2004 / Published 137 213 –369 –97 4 122 4 006 4 006

Reclassification of minority interests 10 10

Restatement fair value reserve 84 –84

Reclassification of share-based payments 5 –5

Balance at 01.01.2004 / Restated 137 213 –369 –8 4 033 4 006 10 4 016

Dividends paid –85 –85 –85

Net income for first six months 220 220 220

Minority interests on net income –3 –3 3

Employee stock option plan 1 1 1

Share buyback –106 –106 –106

Translation differences and other changes –4 –4 –4

Balance at 30.06.2004 / Restated 137 213 –475 –12 4 166 4 029 13 4 042

Net income for last six months 292 292 292

Minority interests on net income –3 –3 3

Employee stock option plan 5 5 5

Share buyback –43 –43 –43

Translation differences and other changes –19 –19 –1 –20

Reclassification of share-based payments 2 –2

Balance at 31.12.2004 / Restated 137 213 –518 –29 4 458 4 261 15 4 276

Dividends paid –101 –101 –101

Net income for first six months 267 267 267

Minority interests on net income –3 –3 3

Employee stock option plan 2 2 2

Translation differences and other changes 39 39 1 40

Balance at 30.06.2005 137 213 –518 10 4 623 4 465 19 4 484

In CHF millions Attributable to The Swatch Group Ltd shareholders
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NOTES (unaudited)

1. Accounting and consolidation policies
The unaudited consolidated interim half-year statements have 
been prepared in accordance with International Accounting Standard
(IAS) 34 «Interim Financial Reporting».
Except for the changes specified below, the same accounting princi-
ples apply as were used for the consolidated financial statements 
for 2004.
In this interim report, Management has not made any significant
changes to the estimates and assumptions compared to the previous
period.

Changes in accounting policies
With effect from 1 January 2005, a number of new standards and
amendments to the International Financial Reporting Standards 
(IFRS) entered into force. The changes outlined below have the most
material effects on the net assets, financial position and results of 
the Group:

IFRS 2 Share-based Payment
The introduction of IFRS 2 at 1 January 2005 requires that the fair
value of equity instruments  granted to employees be recognized as
an expense. As of 31 December 2004, no charge had been recognized
in the consolidated financial statements. From 1 January 2005, the
Swatch Group calculates the fair value of options granted, using 
the « Black-Scholes » calculation model. The value of the options is
recognized proportionally as a charge in the income statement over
the vesting period. The introduction of IFRS 2 resulted in a restate-
ment of the financial statements for 2004.
The total amount recognized in the income statement at 30 June 2005
amounts to CHF 2 million. For 2004, the total annual charge is 
CHF 6 million, of which CHF 1 million has been recognized in the 
restatement of 30 June 2004. 

IFRS 3 Business Combinations
Under IFRS 3, all goodwill is considered to have an indefinite life and
is not amortized but is subject to annual impairment testing. Except
for acquisitions made after 31 March 2004, for which the policy had
to be used immediately, this standard is applied on a prospective 
basis as of 1 January 2005. The Swatch Group’s goodwill deprecia-
tion amounted to CHF 15 million in 2004, of which CHF 7 million was
recognized in the first half of the year.

IAS 1 Presentation of Financial Statements (revised)
The revised IAS 1 requires minority interests to be included in the
Group’s equity instead of in a separate category in the consolidated
balance sheet, and that they no longer be deducted in arriving at the
Group’s net income. The adoption of this requirement resulted in the
reclassification of CHF 15 million to equity in the balance sheet as 
at 31 December 2004. The Group’s net income 2004 increased by 
CHF 6 million (CHF 3 million for the first half-year).

IAS 39 Financial Instruments (revised)
The adoption of IAS 39 (revised 2004) has resulted in a change in the
accounting policy relating to the classification of financial assets.
From 1 January 2005 the Group classifies its investments in the new
category designated at fair value through profit or loss. All realized
and unrealized gains and losses arising from fair value changes are
recognized in the income statement. 
Previously, financial assets were classified as available-for-sale 
investments. Unrealized gains and losses arising from fair value
changes were recorded in equity. When securities were sold or 
impaired, the accumulated fair value adjustments were included in
the income statement. 
The 2004 figures have been restated accordingly. The fair value 
reserve at 01.01.2004 has been reclassified to retained earnings. The
financial result of the year 2004 has been reduced by CHF 2 million
due to the restatement of IAS 39 (first half-year 2004: increase of 
CHF 1 million in the financial result).



11Press release   24 August 2005

Presentational changes

Timekeeping activities
As already published in the Annual Report 2004, timekeeping is not
considered as a core activity of the Group. Third party income 
from this activity, which amounted to CHF 18 million in the first 
half of 2004, has been reclassified from «Gross sales» to «Other 
operating income».

Restatement of the segments
In 2004, the company Nouvelle Lémania SA was merged with 
Montres Breguet SA. As of 1 January 2005 the activity of Nouvelle 

Lémania SA is no longer consolidated within the watch production
segment but is now part of the watch segment. The resulting prior-
year changes do not have a material impact on the operating profit 
of the segments. At Group level, sales and results are not affected 
by this restatement.

Change in the number of consolidated companies
There is no major change in the number of consolidated companies 
in the first half of 2005, and no material financial impact on the 
published interim results.

In CHF millions 1st half 2005 1st half 2004
Restated

Gross sales Third Group Total Third Group Total

Watches 1 548 0 1 548 1 443 1 1 444

Production of watches, movements and components 277 382 659 260 356 616

Electronic systems 247 16 263 247 27 274

General services 3 1 4 5 1 6

Consolidation –399 –399 –385 –385

Total 2 075 0 2 075 1 955 0 1 955

Net sales

Watches 1 473 0 1 473 1 384 0 1 384

Production of watches, movements and components 260 362 622 244 331 575

Electronic systems 244 16 260 243 27 270

General services 3 1 4 5 1 6

Consolidation –379 –379 –359 –359

Total 1 980 0 1 980 1 876 0 1 876

2. Segment information by activity sector

Watches 241 15.6% 82.3% 225 15.6% 84.0%

Production of watches, movements and components 29 4.4% 9.9% 17 2.8% 6.3%

Electronic systems 34 12.9% 11.6% 39 14.2% 14.6%

General services –11 –275.0% –3.8% –13 –216.7% –4.9%

Total 293 14.1% 100.0% 268 13.7% 100.0%

The Interim Consolidated Financial Statements are unaudited.

Operating result (EBIT) in % in % in % in %
of sales of total of sales of total



3. Special elements
As already mentioned, the interim financial statements at 30 June
2005 include non-recurring costs totalling CHF 6 million for termina-
tion pay in connection with staff reductions in Malaysia and Germany
(Watch Production segment).

4. Treasury shares / share buyback
Under the completed share repurchase program, which ran from 
14 May 2004 to 31 December 2004, 449 500 bearer shares and 
2 140 000 registered shares were repurchased by the Swatch Group.
According to the capital reduction decision by Swatch Group’s 
General Meeting held on 18 May 2005, share capital will be reduced
during the second half of the year and the repurchased shares can-
celled, in accordance with normal legal procedures.
As announced on the occasion of the publication of the 2004 business
results, a new buyback program commenced on 1 July 2005 and will
only influence the financial statements of the Group in the second half
of 2005.

5. Dividend
The company pays only one dividend per fiscal year. For fiscal year
2004, the dividend agreed at the Annual General Meeting on 18 May
2005, with a value date of 23 May 2005, was distributed as follows: 

CONTACTS

Edgar Geiser, CFO, and Thomas Dürr, Corporate Treasurer
The Swatch Group Ltd, Biel/Bienne
Tel. +41 32 343 68 11, fax +41 32 343 69 16
e-mail: investor.relations@swatchgroup.com

Béatrice Howald, Head of Media Relations
The Swatch Group Ltd, Biel/Bienne
Tel. +41 32 343 68 33, fax +41 32 343 69 22
e-mail: press@swatchgroup.com

6. Contingent assets and contingent liabilities
There have not been any significant changes to the Group’s contingent
assets or contingent liabilities since the approval of the consolidated
financial statements for 2004.

7. Events after the closing date
Upon printing this press release, the company is not aware of any 
significant new event that could affect the validity of the half-year 
figures as of the end of June 2005.

8. Key exchange rates

Original version: German
Translations: French, English and Italian

Dividend per registered share CHF 0.35

Dividend per bearer share CHF 1.75

Corresponds to a total dividend paid of CHF million 101

CHF for 1 USD 1 EUR 1 GBP 1 HKD 100 JPY

Average rate January to June 2005 1.2142 1.5460 2.2667 0.1558 1.1398

Average rate January to June 2004 1.2736 1.5539 2.3147 0.1635 1.1806

Rate at the end of June 2005 1.2850 1.5510 2.3175 0.1653 1.1625

Rate at the end of December 2004 1.1350 1.5450 2.1850 0.1460 1.1050

Rate at the end of June 2004 1.2650 1.5290 2.2875 0.1622 1.1650


