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Schaeffler Group at a glance
Income statement (in € millions) 2022 2021 Change Automotive Technologies division © (in € millions) 2022 2021 Change
Revenue 15,809 13,852 14.1 % Revenue 9,500 8,436 12.6 %
e at constant currency 9.4 % e at constant currency 7.7 %
EBIT 974 1,220 -20.2 % EBIT 253 579 -56.4 %
*in % of revenue 6.2 8.8 -2.7 %-pts. ®in % of revenue 2.7 6.9 -4.2 %-pts.
EBIT before special items 1,046 1,222 -14.4 % EBIT before special items 292 544 -46.4 %
¢ in % of revenue 6.6 8.8 2.2 %-pts. *in % of revenue 3.1 6.4 3.4 %-pts.
Netincome? 557 756 -26.3 %
Earnings per common non-voting share Automotive Aftermarket division © (in € millions) Change
(basic/diluted, in €) 0.84 1.14 -26.3 % Revenue 2.038 1.848 103 %
Statement of financial position (in € millions) 12/31/2022  12/31/2021 Change « at constant currency 7.0 %
Total assets 14,284 14,364 -0.6 % EBIT 251 274 8.6 %
Additions to intangible assets and property, plant and o in % of revenue 12.3 14.8 25 %-pts.
equipment. g14 670 214 % EBIT before special items V) 255 256 -0.3 %
Amorti.zation, depre.ciation., and impairment losses «in % of revenue 125 13.0 13 %-pts.
excluding depreciation of right-of-use assets under
leases and impairments of goodwill 924 907 1.9 %
Reinvestment rate 0.88 0.74 Industrial division ® (in € millions) Change
Shareholders’ equity 3 4,141 3,165 976 € millions Revenue 4,271 3,568 19.7 %
e in % of total assets 29.0 22.0 7.0 %-pts. ¢ atconstant currency 14.7 %
Net financial debt 2,235 1,954 14.4 % EBIT 470 367 28.2 %
o Net financial debt to EBITDA ratio before special items 1 1.1 0.9 ®in % of revenue 11.0 10.3 0.7 %-pts.
e Gearing ratio (Net financial debt to shareholders’ equity 3, EBIT before special items 1) 499 421 18.3 %

in %) 54.0 61.7 -7.8 %-pts.
Statement of cash flows (in € millions) 2022 2021 Change *n % of revenue 17 1.8 01 %pts.
e e o et of pecil e
Cash flows from operating activities 1,139 1,276 -137 € millions 3 Including non-controlling interests.
Capital expenditures (capex) * 791 671 120 Emilions o e e ond utfowe for Mo and EBIT positve.
®in % of revenue (capex ratio) 5.0 4.8 0.2 %-pts. 6) Prioryearinformation presented based on 2022 segment structure.
Free cash flow (FCF) before cash in- and outflows for
M&A activities 280 523 -243 € millions
* FCF-conversion (ratio of FCF before cash in- and outflows for

M&A activities to EBIT) % 0.3 0.4
Value-based management Change
ROCE (in %) 111 14.9 -3.8 %-pts.
ROCE before special items (in %) 11.9 14.9 -3.0 %-pts.
Schaeffler Value Added 97 403 -75.8 %
Schaeffler Value Added before special items
(in € millions) V 170 404 -58.1 %
Employees 12/31/2022 12/31/2021 Change
Headcount (at end of reporting period) 82,773 82,981 -0.3 %
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Highlights 2022

All divisions and all regions contribute to revenue growth

Revenue at EUR 15.8 bn

(up 9.4% at constant currency)

(prioryear: EUR 13.9 bn)

Diversification supports margin trend in volatile environment

EBIT margin before special items 6.60/0

(prior year: 8.8%)

Positive free cash flow with higher capital expenditures

Free cash flow before cash in- and outflows

for M&A activities EUR 280 m

(prioryear: EUR 523 m)
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Message from the shareholders

Message from the shareholders

2022 was a year marked by particular political and economic challenges. The war in Ukraine
shook international relations and further deteriorated the global economic environment
already weakened by the coronavirus pandemic. Strained supply chains, rising prices, and

renewed coronavirus measures unsettled the markets.

Despite this difficult environment, the Schaeffler Group brought the year 2022 to a success-
ful close. This once again confirms the importance of the company’s global positioning as
an automotive and industrial supplier and is proof of both its resilience and its flexibility.
Amidst the transformation, the company has developed in a positive direction in difficult

times and generated encouraging results.

A worldwide task that also calls on all of us to take responsibility is limiting global warming.
Time is running out. Being able to leave a sustainable world to future generations requires
taking action together. As laid down in the “Roadmap 2025”, the Schaeffler Group will
actively help shape and drive progress in the industries relevant to the company. Digitaliza-
tion offers a multitude of possibilities for this and opens up opportunities along the entire

value chain.

The Schaeffler Group provides its customers with ever new high-quality products, technolo-
gies, and services to enable them to conserve resources and reduce carbon emissions,
and thus to operate more sustainably. By investing in the fundamentals essential to this,
the company is increasing its ability to compete. Examples are a new technology center for
software and electronics development in India and a state-of-the-art tool technology center
in Hoechstadt/Aisch, both opened in 2022. The company also started to expand the electric

mobility development and manufacturing campus in Buehl and construct a new central

Notes to the consolidated
financial statements

Georg F. W. Schaeffler

Additional information

Maria-Elisabeth Schaeffler-Thumann
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laboratory facility in Herzogenaurach in 2022. Additionally, the Schaeffler Group succeeded
in adding to its portfolio and capabilities in future-oriented fields by making targeted

acquisitions of highly specialized companies as well as entering into new collaborations.

Furthermore, the Schaeffler Group has intensified the measures aimed at achieving its
targets of making its production climate neutral by 2030 and its supply chain by 2040. At all
European and Chinese production locations, one hundred percent of electricity purchased
already stem from renewable energy sources. The Schaeffler Group also generates renew-
able electricity itself, using photovoltaic systems for instance. Hydrogen plays an important
role in achieving the sustainability targets as well. The company plans to use electrolysis to
generate and use green hydrogen at suitable production locations. We are well on our way

and, as family shareholders, we are looking ahead with optimism and confidence.

We are in the midst of great change and upheaval. It is a fascinating and challenging time
that will set the course for our future lives. The tasks before us are great and we are aware
that the transformation requires great effort and commitment. It is therefore all the more
important that we make the best possible use of the available resources and strengths.
Our employees, above all, are central for us. We thank them for their commitment and
dedication, their trust, and their loyalty. Our sincere gratitude also goes to our customers,

shareholders and business and research partners.

Yours sincerely,

WWW

Maria-Elisabeth Schaeffler-Thumann Georg F. W. Schaeffler
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Introduction by the Chief Executive Officer

Introduction by the
Chief Executive Officer

2022 was a year that brought great challenges, surprising developments, and unimagined
risks. Ayearin which the world and the environment in which we operate have become more
turbulent, more volatile, and more risky. A year that has been exceptionally demanding for

us here at Schaeffler as well.

| am all the more proud that we succeeded not only in demonstrating our resilience in this
environment, but also in further improving our ability to compete and realize future oppor-

tunities.

For the first time, the Schaeffler Group generated more than EUR 15 billion in revenue in 2022.
All of our divisions and all of our regions have contributed to growth. The Schaeffler Group’s
EBIT for 2022 amounted to EUR 1,046 million before special items despite all challenges.
It declined slightly from the prior year, partly due to higher materials and energy prices,
disrupted global supply chains, and market- and environment-driven inefficiencies. We generated
free cash flow before cash in- and outflows for M&A activities totaling EUR 280 million. One of
the reasons for the decrease from the prior year is higher capital expenditures. That means

Additional information

Klaus Rosenfeld

that we have continued to invest in our future even in this difficult year. And we achieved
positive Schaeffler Value Added before special items, as we have done in prior years. On
this basis, we have met our financial targets, enabling us to share the group’s success with

our shareholders by again paying an attractive dividend.
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I am also encouraged by the fact that the Schaeffler Group, an integrated global technology
corporation, has learned to deal with crisis situations adeptly and confidently. The
diversified nature of our business, the broad customer base, our focus on ten sectors and
four regions, the diverse product range, and, not least, our strong balance sheet help us in
this. Being positioned in this way makes us resilient. Not just because it makes us less depen-
dent on short-term developments and trends in specific industries, but because we have
consistently expanded our collaboration across divisions, sectors, and regions and suc-
ceeded in more extensively realizing synergies in the interest of the entire Schaeffler Group.

This culture of collaboration makes us strong. And will make us even stronger in the future.

Despite the difficult environment, we have continued to vigorously push ahead with
executing our “Roadmap 2025”, approved and announced in late 2020, throughout 2022.
Our scope of action for 2023 is similarly defined by our “Roadmap 2025” and its Execu-
tion Program with its seven subprograms. We have made great headway over the course of
2022. You will find detailed information on this on pages 10 to 14 of our annual report. In
this introduction, | therefore want to only mention two aspects that we consider especially

important for 2023 as well.

Let’s start with sustainability, a topic that we attach great importance to at the
Schaeffler Group. We have set out to turn the Schaeffler Group into a climate neutral
company by 2040 at the latest. That is a great goal to which there is no alternative. For us,
it’s no longer about if. What is key to us is how we achieve this goal. For that purpose, we
have not only set ourselves ambitious sustainability targets but have also made use of
2022 to make our sustainability strategy still more specific. It is now even more consis-
tently aligned toward the three pillars of sustainability — environment, social, and
governance. We have also decided to transfer responsibility for executing the sustainability
strategy to myself as the CEO. A particular highlight of 2022 was our Climate Action Day
with all of the Schaeffler Group’s 83,000 employees worldwide participating and generating
more than 20,000 ideas for how we can even more consistently realize climate protection
and decarbonization within the company. You can read more on this in our sustainability

report that we are publishing simultaneously with our annual report.

Consolidated financial

Notes to the consolidated Additional information < — > i5

financial statements

Under our “Roadmap 2025”, sustainability goes hand in hand with digitalization, the
second area | would like to address briefly. Like our sustainability strategy, we have also
developed a specific strategy for the topic of digitalization. A strategy designed to even more
consistently utilize the opportunities digitalization offers. This is not just a matter of further
digitalizing our operations — think of the Catena-X project our Automotive Technologies
division is actively involved in, the digital services offered by our Automotive Aftermarket
division, or our Industrial division’s highly successful Optime solution — but, above all, of
further digitalizing production, research and development, and digitalizing our processes
and infrastructure. There is still plenty of work ahead of us at Schaeffler, but also plenty of

potential for efficiencies and we want to better realize these.

If you look back at 2022 and read our annual report, you will also note that we have
expanded by making more acquisitions than in prior years and have entered into new
partnerships. This also includes establishing the German-French joint entity Innoplate that
will manufacture bipolar plates for fuel cell drives on a very high level. In the field of robotics,
we acquired former Melior Motion GmbH which has since been renamed Schaeffler Ultra
Precision Drives. The acquisition of the Swedish Ewellix Group, one of the market leaders in
electromechanical actuators, lifting columns, and roller screws in the industrial sector,
represents the largest M&A transaction in 2022. With this transaction, closed early this
year, we are strengthening the existing product portfolio of our Industrial division and
opening up significant added potential for growing our industrial business. The purchase of
Ceraspin, a specialist for high-quality ceramic components, in November completes the
series of acquisitions by our Industrial division. The cooperation agreement concluded with
French hydrogen producer Lyfhe and the acquisition of a solar farm in Germany aimed at
generating more energy in-house should not go unmentioned here. All of these activities
and transactions are encouraging. We are convinced that these acquisitions are a good fit
for our company not only strategically, operationally, and financially but also culturally,
which is key to their successful integration and further growth.
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Allow me to end this introduction with a look ahead: Nobody can tell what 2023 will bring.
We have to assume that it will be at least as difficult and challenging as the past year.
This means that we will continue to concentrate on remaining agile, managing risks with
foresight, proactively utilizing opportunities that arise, and consistently investing in the
future. We at the Schaeffler Group are helped in this regard not only by our thinking long-term
and being a publicly listed family business with a strong team at the top and committed
employees, but also by the fact that we consistently focus on what we do best: technology
and innovation, superior quality, and our many years of manufacturing excellence. That is
the basis and the reason why, despite all challenges, we are looking ahead to the future

and the current year with optimism and confidence.

Let me close with a great thank you to our employees around the world, who have shown

exemplary commitment and great dedication during another challenging year.

Thank you for your interest in our annual report 2022.

Yours sincerely,

Klaus Rosenfeld

Chief Executive Officer

Notes to the consolidated
financial statements

Additional information
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Executive Board

Dr. Stefan Spindler Jens Schiiler Corinna Schittenhelm Matthias Zink Dr. Yilin Zhang Marc McGrath
CEO Industrial CEO Automotive Chief Human Resources CEO Automotive Regional CEO Greater China Regional CEO Americas
Aftermarket Officer Technologies

Andreas Schick Uwe Wagner Klaus Rosenfeld Sascha Zaps Claus Bauer Dharmesh Arora
Chief Operating Officer Chief Technology Officer Chief Executive Officer Regional CEO Europe Chief Financial Officer Regional CEO Asia/Pacific
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Significant events 2022

Challenging geopolitical and economic
environment

2022 was marked by geopolitical and economic uncertainty
affecting the Schaeffler Group’s sales and procurement markets.
While the direct implications for the Schaeffler Group’s activi-
ties were limited, the war in Ukraine impacted global economic
activity and, as a result, indirectly affected the Schaeffler Group.
Additionally, the persistent coronavirus pandemic with local
lockdowns, forinstance in China, continued to hamper the
Schaeffler Group’s business.

Schaeffler Group continues to push
ahead with transformation

Progress on “Roadmap 2025”

Despite the challenging environment, the Schaeffler Group con-
tinued to push ahead with its transformation — set out in the
“Roadmap 2025” containing the strategy, execution program,
and mid-term targets — during the year.

Corporate Governance

Consolidated financial
statements

The Automotive Technologies division continues to focus on
electric mobility. Considerably expanded revenue and a growing
number of nominations for customer projects won in the E-Mobility
business division (BD) during the year reflect this. Furthermore,
the Schaeffler Group and Symbio jointly established a company
named “Innoplate SAS” with the aim of jointly producing bipolar
plates for fuel cell systems in the future. Additionally, upon the
acquisition of the remaining shares of Schaeffler ByWire Technol-
ogie GmbH & Co. KG (until October 16, 2022: Schaeffler Paravan
Technologie GmbH & Co. KG), the former joint venture became
wholly owned by the Schaeffler Group.

In the Automotive Aftermarket division, the logistics operation
for automotive spare parts at the assembly and packaging
center Europe (“Aftermarket Kitting Operation Europe”, abbre-
viated: AKO Europe) launched a new operating model during
the year. The division also inaugurated its new headquarters in
Frankfurt/Main.

In the Industrial division, the acquisition of the Ewellix Group
strengthened the linear business. Additionally, the acquisition of
Schaeffler Ultra Precision Drives GmbH (until December 19, 2022:
Melior Motion GmbH) further expanded the division’s portfolio
and market position in the robotics field, while the acquisition of
CERASPIN S.a.r.l. extended the technology portfolio in the area
of high-quality ceramic components.

Notes to the consolidated
financial statements
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Based on the climate neutrality targets communicated in 2021, a
comprehensive sustainability strategy comprising ten fields of
action along the dimensions of environment, social, and gover-
nance was adopted during the year. Measures and indicators for
target achievement have been defined for the fields of action
but will be expanded and completed in 2023. These measures
include the “Climate Action Plan” designed to execute the decar-
bonization strategy, long-term purchase agreements for solar
and wind power, as well as stepped-up in-house power genera-
tion. For the latter, a solar farm in Germany was acquired in
December 2022. Additionally, responsibility for sustainability
was transferred to the CEO during the year due to its strategic
relevance.

The transformation is also progressing with respect to construc-
tion. Following the start of preparations for the construction of
the central laboratory facility in Herzogenaurach in the prior
year, its foundation stone was laid in early June 2022. In Buehl,
electric mobility development and manufacturing campus is
being expanded further. Additionally, the tool technology center
in Hoechstadt was opened in early May 2022.

@ More on acquisitions and disposals on page 4.
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Significant events 2022

Further structural measures adopted

On November 7, 2022, the Board of Managing Directors of
Schaeffler AG decided on additional restructuring measures
aimed primarily at further strengthening competitiveness in view
of the rapidly changing market environment and the accelerating
transition taking place in the drive technologies segment. The
related transformation expenditures are expected to amount to
approximately EUR 130 m and provide for downsizing the work-
force at certain German and European locations. The package of
measures follows a two-pronged approach: Firstly, cutting
excess structural capacity and reducing fixed costs. The planned
structural changes involve socially responsibly downsizing the
workforce primarily in the Engine & Transmission Systems

and Bearings business divisions (BDs) within the Automotive
Technologies division as well as in the company’s corporate
functions. Within Germany, the locations mainly affected are
Herzogenaurach, Buehl, and Homburg. Secondly, the company
plans to strengthen the German locations impacted by the
capacity reduction measures by investing in new technologies, for
instance by stepping up hydrogen activities in Herzogenaurach.

Schaeffler AG holds virtual
annual general meeting

On April 21, 2022, Schaeffler AG’s annual general meeting
passed a resolution to pay a dividend of EUR 0.49 (prior year:
EUR 0.24) per common share and EUR 0.50 (prior year: EUR 0.25)
per common non-voting share to Schaeffler AG’s shareholders
for 2021. This represents a dividend payout ratio of 43.9%
(prioryear: 49.7%) of net income attributable to shareholders
before special items. The dividend was paid on April 26, 2022.

Corporate Governance

Consolidated financial
statements

New outlook published

On March 8, 2022, the Board of Managing Directors of
Schaeffler AG suspended the full-year guidance for 2022 for
the Schaeffler Group and its divisions — adopted as part of the
annual report 2021 — due to the developments in Ukraine and
the resulting implications for the global economy.

On May 9, 2022, the Board of Managing Directors of
Schaeffler AG agreed on a new full-year outlook for 2022 for the
Schaeffler Group and its divisions.

@ More on the results of operations compared to the outlook 2022 on
pp. 25 et seq.

Contracts with Managing Directors
extended

At its meeting on May 20, 2022, the Supervisory Board of
Schaeffler AG decided to extend the contract with Claus Bauer,
Chief Financial Officer (CFO) with responsibility for Finance and
IT, until August 31, 2025.

Also at its meeting on May 20, 2022, the Supervisory Board
decided to extend the contract with Dr. Stefan Spindler, CEO of
the Industrial division, until April 30, 2024.

Notes to the consolidated
financial statements
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Schaeffler Group completes
financing transaction

Schaeffler AG signed a syndicated credit agreement on
November 2, 2022. The new credit agreement includes a
EUR 0.5 bn term loan and a EUR 2.0 bn revolving credit
facility. The EUR 1.8 bn revolving credit facility maturing in
September 2024 was prepaid with the new revolving credit
facility and the volume increased by EUR 200 m. The term loan
was obtained to fund the acquisition of the Ewellix Group.
These debt instruments have a five-year maturity (plus certain
extension options for the revolving credit facility) and were
provided by a consortium of 14 banks. The two debt instruments
are the first with credit margins that are linked to achievement
of two selected Schaeffler Group ESG targets.
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Schaeffler on the capital markets

Capital market trends

In the global equity markets, 2022 was marked by geopolitical
and economic uncertainties, particularly the implications of
the war in Ukraine, the partial lockdowns in China due to the
coronavirus pandemic, and the issue of energy availability.
Additionally, concerns regarding a potential recession grew
considerably over the course of the year, fueled by the high level
of inflation and central banks raising interest rates in response.
The global equity markets reflected these events and develop-
ments. A slump in prices in early March as a result of the warin
Ukraine was followed by a brief period of market stabilization,

but prices continued to fall during the second and third quarters.

It was not until the fourth quarter that equity markets began to
recover noticeably.

Schaeffler shares

Schaeffler AG’s common non-voting shares closed out 2022
down 12.7% from the prior year-end. Paralleling the trend in
the equity markets, Schaeffler shares reached their low of
EUR 4.50 on September 29. The share price began to recover
considerably following the publication of quarterly results on
November 8, 2022. The shares closed out 2022 at a XETRA
closing price of EUR 6.37.

Schaeffler share price trend 2022
in percent (12/31/2021 = 100)

120
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01/05/2022 high EUR 7.85

40

09/29/2022 low EUR 4.50

January February March April May June

M Schaeffler -12.7% DAX -12.3% [ SDAX -27.3%

Source: Bloomberg (closing prices)

Schaeffler AG’s market capitalization amounted to approximately
EUR 1.1 bn at the end of 2022, based on the proportionate share
capital of 166 million common non-voting shares. The daily Xetra
trading volume averaged approximately 717,587 shares in 2022.
Particularly the major expiration days on the futures exchanges
saw above-average trading volumes.

STOXX Europe 600 Automobiles & Parts -20.1%

July August September October November December

STOXX Europe 600 Industrial Goods & Services -20.1%

Schaeffler AG has a dividend policy of aiming to pay a dividend
of 30-50% of consolidated net income adjusted for special items
to its shareholders. For the year 2022, the Board of Managing
Directors and the Supervisory Board will propose a dividend of
EUR 0.44 per common share and EUR 0.45 per common non-
voting share to the annual general meeting. This represents a
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dividend payout ratio of 48.3% of net income attributable to
shareholders. Since 2018, Schaeffler AG has distributed a total
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Schaeffler share performance

Notes to the consolidated
financial statements

of more than EUR 1.4 bn in dividends to its shareholders. 2022 2021
Share price at year-end 12/31 (in €) ¥ 6.37 7.29
Share price (high; in €)1 7.85 8.27
Schaeffler shares - base data ’ ;
Share price (low; in €)Y 4.50 6.11
Average trading volume (number of shares) ) 717,587 756,669
ISIN DEOOOSHA0159 DAX 12/317 13,924 15,885
German securities identification SDAX 12/317 11,926 16,415
number (WKN) SHAO015 STOXX Europe 600 Automobiles & Parts 12/31 9 527 660
Stock symbol SHA STOXX Europe 600 Industrial Goods & Services
Frankfurt Stock Exchange 12/319 637 797
German stock exchange (Prime Standard) Earnings per share (in €)
Index SDAX e Common shares 0.83 1.13
Share type Common non-voting e Common non-voting shares 0.84 1.14
Number of common non-voting Dividend per share (in €) ?
shares asat12/31/2022 166,000,000 e Common shares 0.44 0.49
Free float 75% e Common non-voting shares 0.45 0.50
D Source: Bloomberg (closing prices).
2) Forthe relevant year; proposed dividend for 2022.
Dividend trend and dividend payout ratio
EUR -voting sh H
percommon non-voting share Schaeffler Group bonds and ratings
0.55
045 0-50 o045 The Schaeffler Group had a total of four series of bonds with
: an aggregate principal of EUR 2.95 bn outstanding as at
December 31, 2022, all of them denominated in EUR. The
0.95 bonds were issued by Schaeffler AG.
T T T T T
2018 2019 2020 2021 20229
4 dividends
dividend payout ratio
40.1% 43.0% 49.7% 43.9% 48.3%

1 Subject to approval by the annual general meeting.
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Schaeffler AG holds ratings by the three rating agencies Fitch,
Moody’s, and Standard & Poor’s. The following summary shows
the three rating agencies’ ratings as at December 31, 2022:

Schaeffler Group ratings

as at December 31

2022 2021 2022 2021

Company Bonds

Rating agency Rating/Outlook Rating
Fitch BB+/stable BB+/stable BB+ BB+
Moody’s Bal/positive Bal/positive Bal Bal
Standard & Poor’s BB+/stable BB+/stable BB+ BB+

@ Information on the Schaeffler Group’s bonds and ratings on
pp. 36 et seq.

Investor relations

An open and continuous dialogue with equity and bond investors
and other capital market participants is important to Schaeffler AG.
IR activities were conducted in the form of both physical and
remote events. Discussions with analysts and investors focused
on the results of operations and profitability of the three divi-
sions and the regions, the implications of the war in Ukraine, as
well as the impact of inflation. With respect to electric mobility,
investors focused on the increase in order intake and the com-
petitive environment. In the Industrial division, discussions
centered on growth perspectives in the various end markets as
well as the extensive M&A activities in 2022. In addition, there
was an active exchange with capital market participants on the
key topic of sustainability.
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Schaeffler on the capital markets
Shareholder structure

The company was covered by analysts representing a total of
16 banks (prioryear: 17) as at February 15, 2023. Recommenda-
tions issued on Schaeffler AG’s common non-voting shares
were either “buy” or “overweight” by a total of seven banks,
“hold” or “neutral” by six banks, and “sell” or “underperform”

by three banks. Their average upside target was EUR 6.85.

Analyst opinions for Schaeffler AG shares )

Banks Recommendation Price targetin €
Bankhaus Metzler Buy 10.00
Berenberg Bank Hold 7.30
BofA Merrill Lynch Underperform 4.50
Citigroup Sell 5.30
Deutsche Bank Buy 8.00
DZ Bank Buy 7.00
Exane BNP Paribas Underperform 6.00
HSBC Buy 7.70
J.P. Morgan Cazenove Overweight 7.50
Jefferies Hold 6.00
Jyske Bank Buy 6.50
Kepler Cheuvreux Hold 6.60
0Oddo BHF Outperform 7.80
Stifel Hold 6.30
UBS Neutral 6.20
Warburg Research Hold 6.80

1 Recommendations up to February 15, 2023.

Corporate Governance Consolidated financial Notes to the consolidated
statements financial statements

Shareholder structure

Geographic distribution

in percent

Germany 10.7

Not identified 29.9 ~

u.s. 411

Restofworld 1.9 | /
Restof Europe 3.8 ‘ ‘ l

‘ | United Kingdom 7.2

Norway 2.7

Spain 2.7

The geographic distribution of Schaeffler’s institutional share-
holders as at November 30, 2022, was determined using a share-
holderidentification survey (Share ID). The identification rate
was 70.1%. This means that, out of the 166 million common
non-voting shares, the survey was able to attribute 116.4 million
shares to 144 institutional investors in approximately 25 coun-
tries. As at the reporting date, 41.5 million shares, the largest
holding, were held by strategic investor BDT Capital Partners.
A total of 68.2 million shares were held by institutional investors
domiciled in the U.S. At year-end, 10.7% or 17.8 million shares
were held by institutional shareholders in Germany. The uniden-
tified portion of 29.9% represented private investors and others.

For further detail please contact:

Investor Relations

phone: +49 (0) 9132-82-4440
fax: +49 (0) 9132-82-4444
e-mail: ir@schaeffler.com
www.schaeffler.com/ir

@ See back cover for financial calendar.

Additional information
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Combined management report in accordance with section 315 (5) HGB (also referred to
as “group management report” or “management report”). The company has chosen to
integrate the management report of Schaeffler AG with the following group management
report of the Schaeffler Group.

Special items

In order to facilitate a transparent evaluation of the company’s results of operations,
the Schaeffler Group reports EBIT, EBITDA, netincome, net debt to EBITDA ratio,
Schaeffler Value Added, and ROCE before special items (= adjusted).

* Part of the group management report.

Impact of currency translation/constant-currency

Constant-currency revenue figures, i.e., excluding the impact of currency translation,
are calculated by translating revenue using the same exchange rate for both the current
and the prioryear or comparison reporting period.

Rounding differences may occur.

References

Content of websites referenced in the group management report merely provides further
information and is not part of the group management report and is unaudited. The
unaudited corporate governance declaration including the corporate governance report
in accordance with sections 289f HGB and 315d HGB, incl. the declaration of conformity

pursuant to section 161 AktG as well as the reference to the combined separate
group non-financial report in accordance with section 289b (3), section 315b (3), and
section 298 (2) HGB also form part of the group management report.

Disclaimer in respect of forward-looking statements

This group management report contains forward-looking statements that are based on the
Board of Managing Directors’ current estimation at the time of the creation of this report.
Such statements refer to future periods or they are designated by terms such as “estimate”,
“forecast”, “intend”, “predict”, “plan”, “assume”, or “expect”. Forward-looking statements
bearrisks and uncertainties. A variety of these risks and uncertainties are determined by
factors not subject to the influence of the Schaeffler Group. Therefore, actual results can
deviate substantially from those indicated.
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1. Fundamental information about the group

1.1 Organizational structure and
business activities

The Schaeffler Group (also referred to as “Schaeffler” below) is a
global automotive and industrial supplier. Employing a workforce
of approximately 82,800, Schaeffler develops and manufactures
components, systems, and services for powertrains and chassis,
as well as rolling and plain bearing solutions for a large number
of industrial applications. Additionally, the company provides
repair solutions in original-equipment quality for the automotive
spare parts market worldwide.

Schaeffler Group organizational structure

Schaeffler Group

Organizational and leadership structure

The Schaeffler Group is characterized by a three-dimensional
organizational and leadership structure which differentiates
between divisions, functions, and regions. Thus, the
Schaeffler Group’s business is managed based on the three
divisions — Automotive Technologies, Automotive Aftermarket,
and Industrial — which also represent the reportable seg-
ments. The Automotive Technologies division manages its
business based on the four business divisions E-Mobility,

Engine & Transmission Systems, Bearings, and Chassis Systems.

The Automotive Aftermarket and Industrial divisions are man-
aged based on the regions Europe, Americas, Greater China,
and Asia/Pacific.

Notes to the consolidated
financial statements
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Schaeffler Group leadership structure

Schaeffler Group

Chief Executive Officer
CEO CEO
Board of Automotive Automotive CEO.
Managing  fechnologies Aftermarket et
Directors .
Executive
Chief Chief Chief ChiefHuman  Board
Technology Operating Financial Resources
Officer Officer Officer Officer
Regional CEO CEO CEO CEO
CEOs Europe Americas Greater China Asia/Pacific

Divisions Functions Regions
. . Operations, . .
Automotive Automotive Industrial CEO R&D ScMD & Finance Human Europe Americas Greater Asia/
Technologies Aftermarket Functions Purchasing &IT Resources P China Pacific

Simplified presentation forillustration purposes.

1 Supply Chain Management.

In addition to the divisions, the Schaeffler Group’s organiza-
tional model includes five functional areas: (1) CEO Functions,
(2) R&D, (3) Operations, Supply Chain Management & Purchasing,
(4) Finance & IT, and (5) Human Resources. Distribution is
embedded directly in each of the divisions. The third dimension
are the group’s four regions Europe, Americas, Greater China,
and Asia/Pacific.

The Schaeffler Group is managed by the Board of Managing
Directors of Schaeffler AG. Along with the Chairman of the
Board of Managing Directors (Chief Executive Officer — CEQ),
the Board of Managing Directors comprises the CEOs of the
Automotive Technologies (CEO Automotive Technologies),
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Automotive Aftermarket (CEO Automotive Aftermarket), and
Industrial (CEO Industrial) divisions and the Managing Directors
responsible for the Schaeffler Group’s functions (Chief Technology
Officer, Chief Operating Officer, Chief Financial Officer, and
Chief Human Resources Officer).

The Board of Managing Directors is directly responsible for man-
aging the company, setting objectives and strategic direction,
and managing the implementation of the strategy, taking into
account the interests of shareholders, employees, and other stake-
holders of the company in order to add long-term value. The
Chairman of the Board of Managing Directors (CEO) coordinates

Corporate Governance

Consolidated financial
statements

addition to the divisions and the functions, the group’s matrix
organization comprises the regions Europe, Americas, Greater
China, and Asia/Pacific, each managed by a Regional CEO.
The Regional CEOs report directly to the CEO. Jointly, the Board
of Managing Directors and the Regional CEOs represent the
Schaeffler Group’s Executive Board. In this manner, the
Schaeffler Group’s organizational structure is reflected in its
leadership structure.

The Supervisory Board of Schaeffler AG appoints, advises, and
oversees the Board of Managing Directors and is involved in
fundamental decisions. The Chairman of the Supervisory Board

Notes to the consolidated
financial statements

the management of the company and the Schaeffler Group. In

Schaeffler Group functions

since January 1, 2023

Schaeffler Group

coordinates the work of the Supervisory Board.

CEO Functions

R&D

Operations, Supply Chain
Management & Purchasing

Finance & IT

Human Resources

— Quality

— Governance, Processes &
Organization

— Group Strategy,
Sustainability, & Corporate
Development

— Group Communications &
Public Affairs

— Global Branding & Marketing

— Investor Relations

— Legal

— Internal Audit

— Compliance & Corporate
Security

- Corporate Real Estate
Management

— Strategic Digitalization

— Advanced Innovation

— R&D Management &
Corporate Engineering
Services

— R&D Central Technologies

— Engineering IT &
Digitalization

— Intellectual Property Rights

— Technical Compliance

- Schaeffler Production
System & Production
Technology

- Digitalization & Operations IT

- Advanced Production
Technology

- Tool Manufacturing

— Special Machinery

- Supply Chain Management &
Logistics

— Purchasing Strategy &
Strategic Supplier
Management

— Purchasing Non-Production
Material

— Quality Operations,

Supply Chain Management &
Purchasing

— Finance Systems,
Processes & Infrastructure

- Corporate Accounting

— Corporate Controlling

— Corporate Treasury

— Corporate Tax & Customs

— Corporate Reporting

- Corporate Insurance

- Shared Services

- IT & Digitalization

— HR Strategy

- HR Policies & Standards

— Leadership, Recruiting &
Talent Management

— Schaeffler Academy

— HR Systems, Processes &
Reporting

— Environment,
Health & Safety

— HR Functions

— HR Germany

1 Responsibility for the global steering of the shared services activities within the Schaeffler Group.
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The Board of Managing Directors and the Supervisory Board
comply with the recommendations of the German Corporate
Governance Code in conducting their affairs and have issued
the declaration of conformity pursuant to section 161 German
Stock Corporations Act (Aktiengesetz — AktG) in December 2022.
The corporate governance declaration including the corporate
governance reportin accordance with sections 289f German
Commercial Code (Handelsgesetzbuch - HGB) and 315d HGB
including the declaration of conformity pursuant to section

161 AktG is publicly available from the company’s website.

@ Corporate governance declaration including the corporate governance
reportin accordance with sections 289f HGB and 315d HGB incl. the
declaration of conformity pursuant to section 161 AktG at:
www.schaeffler.com/ir


https://www.schaeffler.com/en/investor-relations/
https://www.schaeffler.com/en/investor-relations/
https://www.schaeffler.com/en/investor-relations/
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Legal group structure

The Schaeffler Group included 149 (prior year: 148) domestic
and foreign subsidiaries as at December 31, 2022. The parent
company is Schaeffler AG, which is based in Herzogenaurach.
The corporate headquarters of the Schaeffler Group are located
in Herzogenaurach as well. As at December 31, 2022, 98 (prior
year: 95) subsidiaries are domiciled in the Europe region. 23
(prioryear: 23) further subsidiaries are domiciled in the Americas
region, 14 (prioryear: 15) in the Greater China region, and 14
(prioryear: 15) in the Asia/Pacific region.

Schaeffler AG is a publicly listed stock corporation domiciled in
Germany. Schaeffler AG’s share capital consists of a total of
666 million shares. 500 million of these shares are unlisted
common bearer shares and 166 million are common non-voting
bearer shares. Each common share and each common non-voting
share represents an interest in total share capital of EUR 1.00.

All 500 million of the common bearer shares are held by IHO
Verwaltungs GmbH, which is part of IHO Holding. This represents
an approximately 75.1% interest in Schaeffler AG. At the reporting
date, 41.5 million shares of the 166 million common non-voting
bearer shares in Schaeffler AG were held by investor BDT Capital
Partners. The remaining common non-voting bearer shares in
Schaeffler AG were widely held as at December 31, 2022.

Acquisitions and disposals
during the year

In a transaction that closed on February 1, 2022, the Schaeffler Group
has acquired 100% of the shares of Melior Motion GmbH which
was renamed Schaeffler Ultra Precision Drives GmbH effective
December 20, 2022. The integration of this supplier of precision
gearboxes for robotics and other applications in automation
expands the portfolio and strengthens the company’s position
as arobotics supplier.

Corporate Governance
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statements

The Schaeffler Group and Symbio, a Faurecia and Michelin
hydrogen company, signed an agreement on June 7, 2022, to
establish a company with equal share ownership to be located in
Haguenau, France. The objective of the company, which operates
under the name “Innoplate SAS”, is the production of bipolar
plates for fuel cell applications. Start of production is planned for
early 2024. By establishing “Innoplate SAS”, the Schaeffler Group
continues to expand its hydrogen technology activities with the
aim of becoming a leading manufacturer of bipolar plates for fuel
cell systems in the long term.

In a transaction that closed on July 1, 2022, the Schaeffler Group
has sold the global chain drive business of the Automotive Tech-
nologies division to private equity fund Lenbach Equity Opportu-
nities Il. The transaction more closely aligns the Automotive
Technologies division toward new business fields.

On July 24, 2022, an agreement was signed for the acquisition of
100% of the shares of the Ewellix Group. The Ewellix Group is a
leading global manufacturer and supplier of drive and linear
motion solutions. Its core products include actuators, lifting
columns, robot range extenders, ball and roller screws, and
linear guides (monorail guidance systems and linear ball bear-
ings). These products are used in a wide range of applications
and equipment types, including medical technology, mobile
machinery, assembly automation and robotics, and various other
areas of industry. The acquisition of the Ewellix Group, which
closed onJanuary 3, 2023, expands the Schaeffler Group’s linear
technology portfolio in the Industrial division.

On October 13, 2022, an agreement was signed for the acquisition
of the remaining 10% of the shares of Schaeffler ByWire Tech-
nologie GmbH & Co. KG. Upon closing of the transaction on
October 14, 2022, the former joint venture became wholly owned
by the Schaeffler Group.

Notes to the consolidated
financial statements
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In a transaction that closed on December 1, 2022, the
Schaeffler Group has acquired 100% of the shares of CERASPIN
S.a.r.l.. CERASPIN S.a.r.l. develops and produces ceramic
products most of which are processed into rolling elements for
various bearing applications. The acquisition expands the
Schaeffler Group’s technology portfolio in the area of high-
quality ceramic components which are used in strategic growth
areas, including wind energy, rail, aerospace, medical equip-
ment, electrical engineering, and vacuum pumps for semicon-
ductor applications.

In a transaction that closed on December 29, 2022, the
Schaeffler Group has acquired 100% of the shares of SPV
Solarpark 106. GmbH & Co. KG. The company operates a solar
farm in Germany. The acquisition marks an important step in
self-generating part of the company’s global energy requirements
by 2030.

Business activities

The Schaeffler Group’s business is managed based on the three
operating divisions — Automotive Technologies, Automotive
Aftermarket, and Industrial — which each have global responsi-
bility and also represent the reportable segments in accordance
with IFRS 8.
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Organizational structure and business activities

The Automotive Technologies division is headquartered in Buehl.
The Automotive Aftermarket division has its headquarters in
Frankfurt. The Industrial division is located in Schweinfurt. The
corporate headquarters of the Schaeffler Group are located in
Herzogenaurach.

Schaeffler Group revenue
by division

in percent

Industrial 27.0

Automotive
Technologies 60.1

Automotive
Aftermarket 12.9

Automotive Technologies division

The Automotive Technologies division partners with the global
automotive industry for passenger cars and commercial vehicles
in developing and manufacturing components and systems for
all-electric and hybrid powertrains, the fuel cell powertrain, as
well as for internal combustion engines and chassis systems.
The division also offers a wide range of rolling bearings that is
largely powertrain-agnostic. The Automotive Technologies divi-
sion manages its business based on the four business divisions
(BDs) E-Mobility, Engine & Transmission Systems, Bearings, and
Chassis Systems which in turn comprise several business units.

Market and competitive environment

Demand for products of the Automotive Technologies division

is closely linked to global vehicle production which in turn is
closely connected to the development of the sales markets and
the overall economy. Additionally, ecological reasons and regu-
latory requirements will increase demand for products that help
reduce pollutants and meet prescribed limits. Buying incentives
and an expanding charging infrastructure could contribute to an
increase in demand for products for hybrid and electric power-
trains. The “Schaeffler Vision Powertrain” scenario reflects this
development expected by the Schaeffler Group and forms the
basis of the division’s strategy considerations. In its “Schaeffler
Vision Powertrain”, the division predicts that approximately
60% of all passenger cars and light commercial vehicles pro-
duced worldwide in 2035 will have all-electric drive systems and
approximately 30% will have a hybrid powertrain, i.e., a combi-
nation of an electric motor and an internal combustion unit.

Additionally, as driving functionalities are increasingly being
automated toward the autonomous vehicle, requirements
regarding chassis applications are growing correspondingly.
Therefore, paralleling the “Schaeffler Vision Powertrain”, the
division has developed a scenario entitled “Schaeffler Vision
Automated Vehicle” in which, by 2035, approximately 10% of
passenger cars and light commercial vehicles manufactured will
be driven in a highly automated and approximately 15% in a
partly automated manner.

Being a supplier to the largest automobile manufacturers and
automotive suppliers, the Automotive Technologies division
operates in an intensely competitive market environment. It is
facing competition mainly from other automotive suppliers. In
view of a changed market environment and the accelerating
transition taking place in the powertrain technologies field,
the division focuses on electrifying the powertrain. This focus
entails not only developing new business areas but also realizing
competitive cost structures.

Product portfolio and growth areas

The products of the Engine & Transmission Systems and Bearings
BDs are components and mechanical systems that are largely
mature technologically and whose profitability will generate
funds for future growth in new business areas. In contrast, the
mechatronic and electric systems of the E-Mobility and Chassis
Systems BDs represent new technologies for growth markets.

Automotive Technologies division

Mature New
Business Business
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While the business of the E-Mobility and Engine & Transmission
Systems BDs is specifically geared to powertrains, the products
of the Bearings BD are largely — and those of the Chassis Sys-
tems BD entirely — agnostic toward the powertrain of the vehicles
in which they are installed. In the mature business areas, research
and development activities and capital expenditures will be
reduced, forinstance, and intensified in the new business areas.
Furthermore, employees are being trained in new technologies
relating to mechatronic systems in internal training programs
such as “Fit4Mechatronics”.
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The E-Mobility BD develops and manufactures mechanical,
mechatronic, and electronic components and systems for power-
train electrification — from 48-volt mild hybrids and plug-in
hybrids through to all-electric drives for both passenger cars and
commercial vehicles. The product portfolio includes electric
motors, electric axle transmissions, electric axle drives, power
electronics, hybrid modules, electromechanical and hydraulic
actuators, key components for fuel cells, as well as thermal
management modules. The high degree of vertical integration of
products and systems allows components and systems to be
industrialized entirely within the company. Electric axle trans-
missions are a key component of electric axle systems and have
already been in volume production since 2017. The division has
been manufacturing the 2-in-1 electric axle combining an electric
motor and a transmission since 2021. During the year, the divi-
sion presented the 4-in-1 electric axle, its most comprehensive
powertrain system yet. It combines the four components —
motor, transmission, power electronics, and thermal manage-
ment — into one comprehensive system. Expanding the develop-
ment and manufacturing campus at its headquarters in Buehl
represents another step toward expanding E-Mobility. Complex
mechatronic systems will be developed for customers there in
the future. The E-Mobility BD will also industrialize applications
forthe fuel cell powertrain. For instance, jointly with Symbio, a
company named “Innoplate SAS” was established during the
year with the aim of jointly producing bipolar plates for fuel cell
applications starting in 2024.

The Engine & Transmission Systems BD mainly develops and
produces components and sub-systems for engine and transmis-
sion applications in passenger cars and commercial vehicles
with hybrid drives as well as those with conventional drives based
on an internal combustion engine. Products include torque con-
verters, hybrid dampers, clutches, variable valve train systems,
valve-lash adjustment elements, balancer shafts, camshaft
phasing systems, timing drives, and front end auxiliary drives.
Vehicles with internal combustion engines will continue to be
produced in the future. The BD is pursuing the objective of enhanc-
ing this powertrain to be as efficient and resource-saving as

Corporate Governance

Consolidated financial
statements

possible and is working on innovative solutions for consumption-
improved internal combustion engines in order to consistently
reduce emissions.

The Bearings BD combines the Automotive Technologies divi-
sion’s wide and diverse range of rolling bearing applications and
products. This core business includes products such as wheel
bearings, ball bearings, and needle roller bearings. The bearings
are used for applications including motors, engines, and trans-
missions, in the electrified electric axle system, and in hybrid
modules. Further, a broad range of the bearings portfolio is used
in steering systems and accessory units. Its constant bearing
improvements, such as the “Trifinity” wheel bearing with
reduced friction and the high-speed ball bearings for electric
motors, are aimed at establishing the BD as a development part-
nerand supplier to existing customers as well as new automotive
industry customers in order to help shape the transition toward
electric mobility.

The Chassis Systems BD develops and manufactures mechanical
components and mechatronic systems for steering and other
chassis applications through to autonomous mobility concepts.
Its product portfolio includes the “Space Drive” steer-by-wire
system, active roll control systems for increased safety, and rear-
wheel steering systems that make driving more comfortable. In
the strategic business area Smart Mobility, activities included
further expanding the collaboration with Mobileye, a subsidiary
of the Intel Group that provides systems for automated driving.
The resulting network with additional partners is designed to
help develop autonomous shuttles to series production.

Automotive Aftermarket division

The Automotive Aftermarket division is responsible for the
Schaeffler Group’s global business with spare parts for passenger
cars and commercial vehicles. The management model follows a
regional approach using the regions Europe, Americas, Greater
China, and Asia/Pacific.

Notes to the consolidated
financial statements
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Market and competitive environment

In the spare parts business, demand is influenced by three main
factors: growth in the global vehicle population, an overall
increase in the average age of the vehicle population, and
increasing vehicle complexity. These factors are leading to an
increase in the number of repairs requiring advanced repair
solutions and services for repair shops. The division expects the
largestincrease in both vehicle population and demand for
repairs up to 2027 to occur outside of Europe. For the Greater
China region in particular, the number of vehicles in the 7- to
10-year age range lucrative to the aftermarket is expected to
increase significantly, approaching the level of the Europe region
as early as by 2024.

The structure of the spare parts market is changing. The sector
is experiencing further consolidation at the wholesale level. At
the same time, new market participants and intermediaries such
as insurers or vehicle fleet operators are entering the aftermarket
ecosystem. Additionally, growing vehicle digitalization and
connectivity facilitate new business models in aftersales such
as repair shop booking portals, but also increase the importance
of digital distribution channels and platforms. Further, automotive
technology trends such as electrification and the increasing
prevalence of automated transmissions will influence the product
portfolio in the foreseeable future. However, the Schaeffler Group
expects electric mobility, forinstance, to affect the spare parts
market to only a limited degree until 2030, since a relevant popu-
lation of electric vehicles is not expected to be in place until
after 2030.

Longer-term trends such as autonomous driving and shared
mobility are also expected to influence vehicle use and mainte-
nance. Firstly, the number of sensors make repairs and mainte-
nance of autonomous vehicles technologically complex which
will be more and more challenging for repair shops. Secondly,
the division expects the proportion of vehicles in fleets to con-
tinue to grow and management of repairs and maintenance of
these vehicles to increasingly fall upon fleet operators.
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Product portfolio and growth areas

The Automotive Aftermarket division’s product portfolio com-
prises components and comprehensive repair solutions in origi-
nal-equipment quality for engine, transmission, and chassis
applications in the vehicles and light commercial vehicles, trucks
and buses, and offroad customer sectors. The division is largely
supplied by the Automotive Technologies division’s manufactur-
ing locations. The Automotive Aftermarket division operates
under the Schaeffler corporate brand and distributes its range
under the three product brands LuK, INA, and FAG. In addition, it
offers comprehensive services for repair shops under the service
brand REPXPERT. The product portfolio is largely sold via two
distribution channels: the Original Equipment Service (OES) and
the open (independent) spare parts market, known as the Inde-
pendent Aftermarket (IAM). The OES distribution channel com-
prises the automobile manufacturers’ spare parts business as
well as the supply of original spare parts to branded repair
shops, i.e., those that are authorized by automobile manufactur-
ers. IAM, on the other hand, supplies independent, non-branded
repair shops with components as well as repair solutions and
services. IAM differentiates between two types of business: In
addition to the traditional component business consisting of
replacing parts, the Automotive Aftermarket division develops
and distributes custom-assembled repair sets and kits for
efficient vehicle repairs. A global network of distributors, many
of whom are organized in trade cooperatives, acts as the
Automotive Aftermarket division’s IAM sales market. Mean-
while, online sales of spare parts are increasingly evolving into
a further distribution channel within this sector.
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In order to realize profitable future growth, the Automotive
Aftermarket division has defined three central fields of action:
(1) realizing potential in the core business, (2) intensifying
digitalization, and (3) developing new business.

Three central fields of action for profitable growth
Automotive Aftermarket division

Core Business Digitalization New Business

* Potential within current * Sustainability
* E-Mobility

* Services

* Customer experience
¢ Distribution channels
* Business models

customer base
* Operational excellence

The division views the basis for growth opportunities in the core
business, particularly for expanding the portfolio with existing
customers (“Share of Wallet”), to lie in continually improving the
customer experience and the collaboration with customers and
partners. Customer satisfaction is driven by operational excel-
lence. The issue here is not merely quick and reliable delivery to
customers, but rather an interaction with the division that is
entirely smooth and easy for the customer.

Digitalization is another key factor for improving the customer
experience across the entire sales process using advanced
digital services. An example of this is the Schaeffler “OneCode”
developed by the division and introduced during the year — a
service solution that supports repair shops throughout Europe
with vehicle repairs. The Schaeffler “OneCode” is a QR code
placed on the outside of the division’s packaging. Scanning it
with a smartphone or tablet provides repair shops with all prod-
uct information about the repair solutions, additional
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information, and services and allows them to verify the authen-
ticity of the product.

Additionally, the “REPXPERT Remote Support” enables European
repair shops to obtain assistance during complex repairs via
smartphones or tablets by transmitting images and sound in real
time and providing explanations of repairs via mixed reality.
Furthermore, REPXPERT is steadily expanding the range of digital
information it offers. Distribution partners and repair shop pro-
fessionals find a more extensive range of products and services
on the Aftermarket website and have flexibility in navigating
between the website, the REPXPERT repair shop portal, and the
integrated spare parts catalog. At the same time, REPXPERT also
offers on-site training that is particularly important forindepen-
dent repair shops and enhances customer loyalty.

Digitalization offers — along with the traditional Automotive
Aftermarket distribution channels — new business models and
distribution channels in the form of data-driven business models
and e-commerce. The division has utilized this possibility, for
instance in China, and created the “ETC platform China” (ETC), a
trading platform in the independent spare parts market that
links upstream and downstream sections of the supply chain.
ETC is a B2B platform connecting manufacturers, dealers, and
resellers of vehicle parts and offering a comprehensive range of
parts for engines, transmissions, and chassis. The platform
developed and steadily expanded by the Schaeffler Group thus
reflects the requirements and high degree of fragmentation of
the value chain in the Chinese market and enables the company
to participate even more extensively in the expected growth of
the Chinese aftermarket.

Growth via new business focuses particularly on strengthening
sustainability in the value chain. This includes developing intelli-
gent repair solutions and services for electric mobility, enabling
the division to utilize the potential offered by the growing need
for repairs of hybrid and electric vehicles. One example of this is
the Schaeffler E-Axle RepSystem-G: a new repair solution that
enables repair shops to repair the transmission of electric axles
instead of replacing it completely. Additionally, the division
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will focus in on services and solutions in the field of circular
economy and remanufacturing.

In response to the current changes in the market, the division
also enters into partnerships in the automotive ecosystem and
looks for ways to provide repair shops with added value. For
instance, together with industry partners, the division is work-
ing to promote digital connectivity of vehicles as well as non-
discriminatory access to data, and is actively involved in the
digital data market place CARUSO. CARUSO is a central platform
providing harmonized vehicle data to the automotive aftermarket,
thus linking suppliers and users of data.

In addressing the transition with respect to technology, markets,
and customer needs in the spare parts market and to drive its
transformation from a component supplier to a provider of sys-
tems and integrated solutions, the division ensures — as part of
its divisional subprogram of the “Roadmap 2025” — a balance
between initiatives promoting growth in the medium and long
term and measures to increase efficiency in the short term.

@ More on the “Roadmap 2025” on pp. 10 et seq.

Industrial division

The Industrial division develops and manufactures precision
components, both rotary and linear bearing solutions, drive
technology components and systems, as well as service solutions
such as sensor-based condition monitoring systems for a large
number of industrial applications. Additionally, the division is
working on new products and solutions for the hydrogen econ-
omy. The management model of the Industrial division follows a
regional approach with the regions Europe, Americas, Greater
China, and Asia/Pacific.
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Market and competitive environment

Demand for the Industrial division’s products is significantly
influenced by changes in global industrial production, particu-
larly in the engineering, transport equipment, and electric equip-
ment sectors. Managing the business on a regional basis allows
the division to closely target its response to local needs within
the highly diversified customer base and to strengthen customer
loyalty. Cross-regional issues, such as the global technology and
product strategy, are coordinated and driven forward by the
network linking the regions within the division as well as by a
global key account management. In this manner, the division
aims to ensure that the Industrial business is closely aligned
along current customer and market needs, thus putting in place
a key prerequisite for sustainable and profitable growth.

Product portfolio and growth areas

The Industrial division focuses on growing and further expanding
its core business, continuing to scale up the service business,
as well as on opening up new business areas in growth markets.
The Industrial division’s product portfolio comprises a broad
spectrum of components, systems, and service solutions for
various industrial sectors. “Lifetime Solutions” for industrial
maintenance as well as the hydrogen growth area are each con-
centrated in a strategic business area with global responsibility.
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Industrial division customer and product portfolio

Market clusters
Transportation & Machinery & Industrial
Renewables - . .
Mobility Materials Automation
Sector clusters
Wind Aerospace Raw Materials Industrial Automation
Rail Power Transmission

Offroad

Two Wheelers

Distribution channels

Distribution
partners

Machinery/plant

End customers
manufacturers

Service providers

Product portfolio

Drive technology Compemeis &

Bearing Lifetime services for
A ts & N
solutions components @ Solutions @ hydrogen
systems
economy

Strategic focus
Accessing new
business areas
in growth markets

Scaling the service
business
with end customers

Growing and expanding
the core business

The division distributes its products and services via the rele-
vant machinery and plant manufacturers, distribution partners,
service providers, or directly to the end customerin eight sector
clusters: (1) Wind, (2) Aerospace, (3) Rail, (4) Offroad, (5) Two
Wheelers, (6) Raw Materials, (7) Power Transmission, and

(8) Industrial Automation. In order to facilitate comprehensive
insight that is oriented along the relevant sales markets, the
eight sector clusters are in turn assigned to four market clusters
(1) Renewables, (2) Transportation & Mobility, (3) Machinery &
Materials, and (4) Industrial Automation.
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The products of the core business in terms of bearing solutions
are mainly rolling and plain bearings as well as linear guidance
systems. These bearing solutions cover a wide range from high-
speed and high-precision bearings with small diameters to large-
size bearings several meters wide. While the scope of applica-
tion for rolling and plain bearings spans all sectors served by the
Industrial division, linear guidance systems are primarily used in
machine tool applications within the Industrial Automation sec-
tor cluster. Bearing solutions still represent a significant basis
for the division’s future growth. Therefore, the various products
are continually being enhanced and their sales are supported by
technical advisory services and customer-specific adaptations in
order to further expand the core business in the various sector
clusters. Additionally, the acquisition of CERASPIN S.a.r.l. has
expanded the technology portfolio in the area of high-quality
ceramic components which are used in strategic growth areas in
particular.

Internal market analyses have identified long-term potential for
growth in all sector clusters. In light of ambitious climate targets
and consistently growing awareness of sustainability in the
general population, significant potential for growth is emerging
in fields such as renewable energy including the wind sector.
The favorable outlook for the Aerospace and Rail sector clusters
is based on long-term growth in passenger and freight volumes.
The growing desire for sustainable individual mobility is a key
growth driver for the Two Wheelers sector cluster, while higher
demand for agricultural goods and increased construction activity
due to continuing population growth are still expected for the
Offroad sector cluster. Further opportunities for growth arise in
the Raw Materials sector cluster, primarily from an increased
need for raw materials as investment in infrastructure is expand-
ing. The Power Transmission sector cluster mainly addresses
applications such as gearboxes and electric motors that are used
as intermediate products in various sectors, thus offering con-
siderable potential for growth as well. The same is true for the
Industrial Automation sector cluster as a result of the consis-
tently growing need for efficient, largely automated manufactur-
ing solutions.
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The second core element of the product portfolio are drive-tech-
nology components and systems which include, inter alia, direct
drives and actuators. Its portfolio of bearing supports, robot
gearboxes, and drive motors positions the Industrial division as
a partnerto the rapidly growing robotics industry. Growing auto-
mation and the goal of autonomous production offer good
opportunities for growth in this field. The division offers a wide
range of products for both light industrial robotics as well as for
collaborative robots known as cobots — from bearings such as
the double-row angular contact needle roller bearing and joints
for robot arms through to powerful linear actuators that extend
the working range of robots. The acquisitions of Schaeffler Ultra
Precision Drives GmbH and the Ewellix Group further expand the
product portfolio and open up additional potential for growth.

The Industrial division’s service business is combined in the
strategic business area “Lifetime Solutions” and offers end
customers a comprehensive product and service portfolio along
the entire product life cycle — from condition monitoring, expert
services and training, and lubrication systems through to main-
tenance tools, reconditioning bearings, and spare parts. In all of
these areas, the portfolio is continually being enhanced. The
condition monitoring and digital services area focuses on pre-
ventive and intelligent maintenance based on continuously
obtaining information on the condition of machines and equip-
ment. The concepts developed by the division enable relevant
customer applications to be digitalized and to be comprehen-
sively optimized. Forinstance, platform concepts are used to
combine condition monitoring and lubrication systems with
digital services to form application-specific solution packages
foruse in the paper, cement, steel, food, and other industries.
The “OPTIME” condition monitoring system is now being used in
more than 170 customer plants and 37 of the Schaeffler Group’s
plants. “OPTIME” provides access to new end customers and
opens up cross-selling opportunities for the entire portfolio.

In the field of reconditioning bearings, the division also offers
mounting and dismounting services for rolling bearings in the
form of a variety of expert services and specialized tools. Such
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reconditioning of rolling bearings provides additional potential
for growth and contributes to sustainability.

Another strategic business area closely linked to this topic is
“Hydrogen”, where the Industrial division focuses on stack
solutions and services for electrolyzers. This business area
holds great potential for growth and, along with components for
hydrogen production using electrolyzers, such as bipolar plates,
also comprises integrated solutions like cell kits and intelligent
stack systems plus matching digital service concepts. The divi-
sion cooperates with other companies in the industry in order to
accelerate progress in this field.



Schaeffler Group Group management report

Fundamental information about the group

Group strategy and group management

1.2 Group strategy and group
management

The Schaeffler Group’s overarching objective is to create value
sustainably forits customers and business partners, employees
and managers, as well as its investors and family shareholders.
In order to achieve this objective, the company plans to rely on
its key strengths — innovative strength, quality, systems know-
how, and manufacturing expertise — to shape progress that
moves the world. The claim “We pioneer motion” reflects this
goal as well. The Schaeffler Group sees its mission in developing
and delivering innovative and intelligent components, systems,
and services that enable sustainable mobility and motion in
cooperation with its customers, partners, and society. The com-
pany’s positioning as an integrated automotive and industrial
supplier has proven of value to achieving this mission many
times over: Common technology and manufacturing capabilities
create synergies across products, sectors, and divisions, as
highlighted by the rolling bearing business in particular. Another
example of this approach is hydrogen technology, which the
Schaeffler Group supports across divisions by supplying compo-
nents and systems. Further, diversification across several divi-
sions, business models, and regions considerably stabilizes
results of operations and earnings, as seen once more in 2022.
Additionally, sustainability and digitalization are key strategic
topics that will permanently shape the development of the
Schaeffler Group and its markets, products, and customers. The
strategic direction of the Schaeffler Group is summarized in the
“Roadmap 2025”.
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Roadmap 2025

The strategic framework “Roadmap 2025” consists of three main
elements: “Strategy 2025, “Execution Program 2025”, with its
seven subprograms, and “Mid-term Targets 2025”. These define
the financial framework and reflect the overarching commitment
to creating value sustainably.

Strategy 2025

The Schaeffler Group’s “Mobility for tomorrow” strategic concept
published in 2016, which paved the way for the Schaeffler Group
evolving into an integrated automotive and industrial supplier
with three divisions, was enhanced in order to shape the group’s
transformation in a future-oriented and targeted manner. The
“Strategy 2025” was approved in 2020 and — as the market
environment is highly dynamic — has been validated and explic-
itly confirmed each year since as part of a Strategy Dialog.

Five key future trends that had significantly influenced the devel-
opment of the “Strategy 2025” were repeatedly confirmed in this
context as well: sustainability & climate change, new mobility &
electrified powertrain, autonomous production, data economy &
digitalization, and demographic change. Five focus areas defined
based on these five future trends provide the content framework
for potential growth initiatives and thus specify the company’s
strategic investment fields. The focus areas are designed to
support an efficient and long-term-oriented use of resources and
take the product and service offerings of all three divisions into
account. With the five focus areas, the “Strategy 2025 is aligned
along the company’s strengths and core expertise, both in the
business areas and in the production technologies.
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Five focus areas for growth initiatives

2 Chassis
Applications

1 CO,-efficient
Drives

5 Aftermarket Solutions
& Services

4 Renewable
Energy

3 Industrial Machinery
& Equipment

Its established vision of being the automotive and industrial
supplier of choice that leads through innovation, agility, and
efficiency forms the guiding principle for the Schaeffler Group.
This vision illustrates that the customer will remain at the center
of what the company does. Innovation, agility, and efficiency
are three strategic dimensions that are considered particularly
critical for success in the global competitive environment under
current market conditions. The same is true for the key strategic
topics of sustainability and digitalization. Therefore, the level of
performance with respect to these two key topics is regularly
reviewed based on targets achieved and the strategic direction
is evaluated accordingly.
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Key topic of sustainability

Sustainability represents a significant component of the
Schaeffler Group’s corporate values and is considered a task of
society as a whole. Sustainable corporate success is understood
to mean assuming ecological and social responsibility along the
entire value chain.

A sustainability strategy was developed along the dimensions of
environment, social, and governance to facilitate living up to
this responsibility. Ten fields of action were set for these three
dimensions, including climate neutrality, circular economy, and
occupational safety; these action fields will be elaborated on
by adding quantifiable targets and indicators. In the climate
neutrality field of action, for example, the Schaeffler Group
announced in October 2021 that it will be operating as a climate
neutral company from 2040, that is, it will reduce greenhouse
gas emissions as far as possible and offset any remaining
emissions, forinstance via carbon offset projects. Measures
and indicators for target achievement have been defined for the
fields of action and will be expanded in 2023. The sustainability
strategy is an integral component of the “Roadmap 2025”. Imple-
mentation is managed under the “Sustainability & Engagement”
subprogram.

In 2022, Schaeffler AG has again integrated its group non-
financial declaration into its separate sustainability report,
which is not part of the group management report.

@ Combined separate group non-financial report in accordance with
sections 289b (3) and 315b (3) HGB within the sustainability report at:
www.schaeffler-sustainability-report.com/2022
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Key topic of digitalization

The Schaeffler Group treats digital transformation as a shared
task for all divisions, functions, and regions. The automation of
business processes, additional information mined from struc-
tured and unstructured data, and state-of-the-art forms of con-
nectivity both in-house and with external stakeholders open up
opportunities for the Schaeffler Group and its customers along
the entire value chain.

As part of the company-wide digital agenda, experts from all
business and IT departments work together on evaluating digital
technologies as well as risks. On the one hand, this relates to
changing the value chain — both internally at Schaeffler and in
interaction with business partners, forinstance by providing
digital applications, means of communication, and connecting
plants. On the other hand, this relates to additional sales poten-
tial with digital distribution channels and digital products and
services.

Execution Program 2025

The “Strategy 2025” is executed via the “Execution Program
2025” with a total of seven subprograms. The seven subpro-
grams are structured as three divisional (vertical) and four
cross-divisional (horizontal) subprograms. All subprograms are
focused on achieving the defined strategic priorities — innova-
tion, agility, and efficiency. Combining and consolidating all
relevant divisional and cross-divisional activities of the “Road-
map 2025” in the “Execution Program 2025” not only drives
forward the Schaeffler Group’s transformation but also promotes
cross-divisional synergies and improves profitability by generating
efficiency gains.
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Divisional and cross-divisional subprograms

Automotive Industrial

Technologies

Innovation & Technology

Digitalization & IT

People & Culture

Sustainability & Engagement

The divisional subprograms are designed to advance the
growth initiatives derived from the focus areas, boost market
positions, and increase cost and capital efficiency. Within the
Automotive Technologies division, the focus is on the transi-
tion to new powertrain and chassis technologies, while the
Automotive Aftermarket division concentrates primarily on
introducing new and market-driven repair solutions in its core
business, expanding its digital services and distribution chan-
nels, and opening up new business areas. The subprogram of
the Industrial division is mainly designed to both strengthen
the competitive position in the traditional rolling bearing busi-
ness and expand new business areas, such as in the areas of
Industrial Automation, hydrogen, and digital condition monitoring,
by means of innovative technologies. Meanwhile, the four
cross-divisional subprograms are focused on key areas and
core expertise designed to make the company as a whole more
future-proof and help harness potential synergies across divi-
sions. “Innovation & Technology” relates to strategically manag-
ing product innovations and production technology in order to
further strengthen the Schaeffler Group’s position as a pioneer
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of sustainable mobility and motion, while “Digitalization & IT”
combines the activities related to reshaping processes for the
digital age through data-driven knowledge acquisition and state-
of-the-art IT solutions. The main objectives of the “People &
Culture” subprogram are forward-looking personnel develop-
ment, greater diversity, collaboration and agility within the
workforce, and an appreciative leadership style. Finally,
“Sustainability & Engagement” is dedicated to embedding
environmental and social responsibility in the company’s value
chain as a central success factor for a sustainable business
operation. The activities combined and managed in this subpro-
gram include those required to achieve the climate neutrality
targets 2040. This applies to measures within the company’s
own production, at the interface to suppliers and purchased
materials as well as to customers and the use phase of the
company’s products.

Execution Program progress during the year

The “Execution Program 2025” has once more achieved significant
milestones for the company in 2022. Particularly the concept of
connecting, and clustering activities across divisions contributed
to the progress achieved in the first two years of the “Execution
Program 2025”.

The divisional subprogram of the Automotive Technologies division
isincreasingly focusing on electric mobility. Production of the
100,000th 2-in-1 electric axle in the Taicang plant in China and
numerous nominations won for customer projects in the field of
electric mobility won once again during the year are examples of
this. Furthermore, the Schaeffler Group and Symbio jointly
established a company named “Innoplate SAS” with the aim of
jointly producing bipolar plates for mobility and energy solutions
starting in 2024 and becoming a leading manufacturer of bipolar
plates for fuel cell systems in the long term. This year saw the
development and commissioning of a test rig for fuel cells emu-
lating conditions prevailing in future applications, such asina
vehicle, in construction equipment, orin a stationary system — a
significant milestone in this process.
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In the Automotive Aftermarket division, the logistics operation
forautomotive spare parts at the assembly and packaging center
Europe (“Aftermarket Kitting Operation Europe”, abbreviated:
AKO Europe) in Halle (Saale) launched a new operating model
during the year. The team on site will grow in size, have
expanded responsibilites, and staff the core functions at the
AKO. The logistics service provider Imperial Logistics Interna-
tional has been acquired as partner for the operational activi-
ties. The division also inaugurated its new headquarters —in line
with the “Schaeffer New Work Standard” — in Frankfurt/Main
during the year. The division made this move to adapt to the
requirements of a changing work environment and to offer its
employees space for agile, flexible, and digital collaboration.

The most recent acquisitions of the Industrial division contribute
significantly to execution of the divisional strategy. The acquisi-
tion of Schaeffler Ultra Precision Drives GmbH further expands
the divisions portfolio and market position in the high-growth
field of robotics. The same is true for the linear business, which
was strengthened by the acquisition of the Ewellix Group, while
the acquisition of CERASPIN S.a.r.l. has expanded the technology
portfolio in the area of high-quality ceramic components mainly
used in strategic growth areas. Furthermore, additional potential
fororganic growth is created by developing and introducing new
product innovations such as hydrodynamic plain bearings for the
wind industry and improved housings for axlebox bearings for
the rail sector.

Robotics and automation play an important role in the cross-
divisional “Innovation & Technology” subprogram: For instance,
the 100th driver-less transport system (“Automated Guided Vehicle”,
AGV) was installed in a Schaeffler Group plant. Together with
the robot and cobot systems continually rolled out, these driver-
less transport vehicles represent a significant building block for
rendering manufacturing processes more flexible, scaling them,
and improving their timing, thus moving them along toward
(semi-)autonomous production. In addition, strategic collabo-
rations (including with “STARTUP AUTOBAHN” and SHARE
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programs) have intensified research activities across company
boundaries. Forinstance, the “Schaeffler Hub for Advanced
Research” at Nanyang Technological University in Singapore was
expanded during the year with the aim of accelerating innovation
in the field of robotics and smart factory by a combination of
academic and private sector research.

Introduction of the SAP S/4 HANA ERP system, a key strategic
project of the group within the subprogram “Digitalization & IT”,
is progressing. The ERP system is designed to shape the digital
future of the Schaeffler Group’s core processes and harmonize
applications on a future-proof platform. Digitalization of the
plants — more than 1,000 production equipment items were
connected during the year — as well as the process of setting-up
and enhancing the shared service centers are making progress
as well.

The “People & Culture” subprogram continued to prioritize
employee qualifications via training programs such as
Fit4Mechatronics, Fit4Production, and Fit4Digital; approxi-
mately 17,000 employees worldwide participated in these
programs in 2022. During the year, the company also initiated a
worldwide employer branding campaign aimed at making the
Schaeffler Group more well known as an attractive, innovative
employer and developed a global brand architecture. Additionally,
in 2022, the first worldwide employee survey was performed to
measure employee motivation, engagement, and commitment to
the company as well as the related attractiveness as an employer.

Under the “Sustainability & Engagement” subprogram, numerous
measures were implemented during the year that address the
recently adopted sustainability strategy with its ten fields of action
and targets. One example that should be highlighted is the develop-
ment of a “Climate Action Plan” with specific implementation
measures aimed at achieving the emissions targets for scope 1-3
in accordance with the 1.5°C target of the Paris Agreement. The
implementation measures include the long-term supply of solar
power under a supply agreement with Statkraft Markets GmbH,
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the acquisition of a solar farm in Germany, and holding a global
Climate Action Day, with employees coming up with approxi-
mately 23,000 ideas designed to help reduce carbon emissions.
Further, the Schaeffler Group scored top marks in the CDP rating
for climate change and water security for the first time in 2022.
Improving from “A-” to “A” in both categories, it ranked among
the top 1% of the over 18,700 companies participating. More-
over, the company was again among the top 1% in its peer group
in the EcoVadis rating this year, earning Platinum status once
more. The EcoVadis rating measures a company’s ecological,
social, and ethical performance. Additionally, responsibility for
sustainability was transferred to the CEO during the year due to
its strategic relevance.

Along with sustainability, this subprogram also comprises
construction to enhance selected locations. Forinstance, the
foundation stone was laid for the central laboratory facility at
the Herzogenaurach location that will combine core expertise
and key technologies for sustainable and carbon-neutral mobility
and energy ecosystems under one roof. In addition, the
Schaeffler Group is investing in the future-oriented field of electric
mobility by expanding its manufacturing and development campus
at the Automotive Technologies division headquarters in Buehl.

Mid-term Targets 2025

The third component of the “Roadmap 2025” are the “Mid-term
Targets 2025” adopted in 2020 that the company intends to
attain by 2025. They sustain the overarching objective of
sustainable value creation and express the planned result of
the company’s strategy and the execution program in
quantitative terms.

At group level, the mid-term focus is on two indicators: Firstly,
return on capital employed (ROCE), which is a measure of the
company’s value creation and is targeted to reach a range of
12 to 15% by 2023 at the latest. The second target relates to
free cash flow conversion (FCF-conversion), a measure that

expresses the ability to generate cash from EBIT and is targeted
to fallinto a range of 0.3 to 0.5 by 2023 at the latest. The
Schaeffler Group’s mid-term targets are complemented by
group parameters relating to the capital structure and distribu-
tion of profits, signifying stable and reliable finance manage-
ment. For the net debt to EBITDA ratio, one of these group
parameters, the Schaeffler Group aims forarange of 1.2 to 1.7
forthe period 2021 to 2025. The Schaeffler Group intends to
continue to pay dividends of 30 to 50% of consolidated net
income before special items.

The Automotive Technologies division is aiming for average
annual revenue growth — excluding the impact of currency trans-
lation — to exceed the growth in global production of passenger
cars and light commercial vehicles by 200 to 500 basis points.

The target EBIT margin before special items is 4 to 6%, with the
lower end of that range to be reached by 2023 at the latest.

The Automotive Aftermarket division is aiming for average
annual revenue growth — excluding the impact of currency trans-
lation — to exceed growth in global gross domestic product and
an EBIT margin before special items of 13 to 15%, with the lower
end of that range to be reached by 2023 at the latest.

As Mid-term Targets 2025, the Industrial division is aiming for
average annual revenue growth — excluding the impact of cur-
rency translation — to exceed the growth of global industrial
production and an EBIT margin before special items of 12 to 14%,
with the lower end of that range to be reached by 2023 at the
latest.

— Mid-term Targets 2025

Automotive Technologies

Outperformance 9

20010500 bps

on average 2

410 6%
EBIT margin before special items

ROCE
12+t015%

based on EBIT reported

Automotive Aftermarket

Constant-currency revenue growth
» Growth in global gross domestic product
on average 2

13t015%

EBIT margin before special items

Industrial

Constant-currency revenue growth
» Growth in industrial production
on average 2

12t014%
EBIT margin before special items

FCF-conversion 3)
0.3t 0.5
based on EBIT reported

Schaeffler Group

— Group parameters
Capital structure

1.2xt01.7x
Net debt/EBITDA before special items

Dividend policy

30t050%

of net Income before special items

1 Constant-currency revenue growth above global automobile production (IHS Markit).
2 From 2021 to 2025.
3) See page 16 for definition of FCF-conversion.
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Capital allocation and portfolio management

In order to use its capital appropriately and in line with its strat-
egy, the Schaeffler Group has developed a framework for long-
term capital allocation that applies across all divisions. The
framework identifies four fundamental portfolio strategies and
represents a structure forinvestment and divestment decisions.
The four strategies — Build, Grow, Harvest and Exit/Divest - are
appliedin all three divisions and their business areas and are
always directly tied to a product, a sector cluster, and a region.
Business areas are assigned to these strategies depending on
their growth potential and return on capital employed, measured
as ROCE, which is the key target figure on group level within the
Mid-term Targets 2025.

Portfolio management

Growth
A

Build

Grow

Exit/Divest

Harvest

» ROCE/SVA

New growth areas still at the start of their life cycle are assigned
to the “Build” portfolio strategy, whereas existing business
areas that can be further expanded with suitably high capital
efficiency are classed under the “Grow” strategy. Business
areas with lower growth potential are more strongly focused on
profitability and efficiency, and are included in the “Harvest”

category. And if certain areas are no longer core strategic activi-
ties, or are not sufficiently profitable, they are allocated to the
“Exit/Divest” portfolio strategy.

Thus, the four portfolio strategies also drive the Schaeffler Group’s
capital allocation process which is primarily operationalized by
managing investing activities, a key factor influencing free cash
flow before cash in- and outflows for M&A activities. The invest-
ment amounts to be allocated are arrived at by linking the port-
folio strategies directly to a framework for capital allocation.

Capital allocation management framework

o 2] 3] 0

Investment
types| Growth D Rationali- Replace- Safety and Total
Portfolio zation and ment regulatory
fields quality
0 suid v v
O Grow Vv Vv Vv Vv
Harvest \/ \/ \/
Exit/Divest \/ \/
Total
TOtal

1 Capacity expansion and new products.

This framework identifies four different investment types —
(1) growth investments, (2) rationalization & quality invest-
ments, (3) replacement investments, and (4) investments
required in order to comply with regulatory requirements or
ensure safety. The four portfolio strategies and four investment
types together form a matrix for the allocation of capital to the
business areas.

M&A strategy

The Schaeffler Group pursues a strategy of mainly organic
growth based on its existing technological expertise and innova-
tive ability. Under this strategy, acquisitions are possible —in
defined focus areas — if they expand the Schaeffler Group’s
technological expertise or strengthen its current market position.
At the core of this approach is an M&A radar that is applicable
groupwide and defines several focus areas where the company is
aiming to acquire expertise and generate inorganic growth both
within the various divisions and across divisions.

M&A radar
Hydrogen
2l 8
Power . ndustr}/A o/
" . service
- electronics 5 -
solutions .-
Chassis Mechatronics
. mechatronics and systems
Automotive Ro:iz;r;/aarnd
Aftermarket
components
Automotive Industrial

The company’s search for opportunities to expand the profile of
its expertise and its portfolio specifically targets these clearly
defined areas. It focuses on the acquisition of smaller, additive
targets intended to complement and strengthen the technology
spectrum, thus adding long-term value. Along with the qualita-
tive evaluation of the entity potentially subject to an M&A trans-
action, the final assessment of whether the transaction is bene-
ficial also includes a detailed quantitative analysis. In particular,
the company pursues an acquisition only if the related expected
return on capital employed exceeds a required minimum set
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internally. Specific risks such as country- or business-specific
risks are taken into account, as is the maturity of the business,
and may result in adjustments to the required minimum return in
certain cases.

Group management

The overarching objective of the Schaeffler Group’s manage-
ment system is to create long-term value in order to meet the
interests and expectations of investors. Generating an appropri-
ate return on capital employed is essential to creating long-term
value. This requires having earnings sustainably exceed the
cost of debt and equity capital employed. The Schaeffler Group’s
internal management system consists of several levels. The
strategic financial performance indicators underlying the
Schaeffler Group’s value-based management process are return
on capital employed (ROCE) as well as Schaeffler Value Added
(SVA). They are operationalized using key financial performance
indicators.

Strategic financial performance indicators

ROCE is a strategic financial performance indicator that mea-
sures the rate of return on the company’s capital and is defined
as the ratio of earnings before financial result and income taxes
(EBIT) to average capital employed. The Schaeffler Group’s
average capital employed consists of the following balance
sheet items: property, plant and equipment, intangible assets,
investments in joint ventures and associated companies, as well
as working capital, which in turn comprises trade receivables
and inventories net of trade payables. Additionally, the calcula-
tion includes right-of-use assets under leases, contract assets,
and costs to fulfill a contract net of contract liabilities and refund
liabilities, as well as assets held for sale net of related liabilities.
The annual average is determined as the mathematical average
of the balance at the end of each of the twelve months. Manage-
ment of capital employed is operationalized as part of the
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management of free cash flow, which includes management of
investing activities and management of working capital. If
ROCE exceeds the cost of capital, the company is generating
value by employing its resources. The pre-tax cost of capital
amounts to 10%.

The Schaeffler Group’s value added in absolute terms is mea-
sured using the strategic financial performance indicator SVA.
SVAis defined as EBIT less the cost of capital incurred on average
capital employed. Positive SVA means that the Schaeffler Group
has created value beyond covering its cost of capital. ROCE and
SVA are additionally determined based on EBIT before special
items.

Strategic financial performance indicators

Notes to the consolidated
financial statements

EBIT
SVA L ROCE L=
(in EUR) _/ (in %) N

Average capital
employed

—

Cost of capital

/%)

(EUR)

Cost of capital

(%)

11
v

Additional information < 15

Key operating financial performance indicators

The indicators ROCE and SVA serve as indicators of the amount
of shareholder value added. For purposes of management during
the year, these strategic performance indicators are operation-
alized using key financial performance indicators. Thus, the
Schaeffler Group focuses on continually monitoring and increas-
ing the following three key operating financial performance
indicators:

« Constant-currency revenue growth
» EBIT margin before special items

 Free cash flow before cash in- and outflows for M&A activities

These three key operating financial performance indicators
represent the basis for operating decisions and are also the
basis for the outlook. The continuous improvement of these
indicators also contributes to increasing ROCE and SVA. On

the whole, increasing these indicators contributes to increasing
long-term shareholder value by sustainably generating a
premium over and above the cost of capital.

Constant-currency revenue growth: Revenue growth contributes
to the company’s value creation and, in addition, determines the
resources required for the company’s operations. Revenue
growth measures the change in revenue compared to the prior
year as a percentage. In order to make the evaluation of the
company’s results of operations as transparent as possible and
to increase the comparability over time, the Schaeffler Group
reports constant-currency revenue growth. Constant-currency
revenue growth is determined by translating revenue for the
reporting periods at the average rates of the relevant prior year
period. Revenue growth is also analyzed in comparison to rele-
vant market indicators in order to evaluate the development of
the company’s market position and competitive position.
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EBIT margin before special items: The Schaeffler Group mea-
sures its operating earnings using the EBIT margin, which is a
key factor influencing ROCE and SVA and, as such, is of particu-
larimportance for the Schaeffler Group’s profitability. The EBIT
margin is a relative indicator calculated as the ratio of EBIT to
revenue. The EBIT margin measures the company’s operating
profitability and is calculated before special items in order to
make the operating performance more comparable over time.
Special items are items that the Board of Managing Directors
considers to render the financial indicators less meaningful for
evaluating the sustainability of the Schaeffler Group’s profit-
ability due to their nature, frequency, and/or size.

Free cash flow before cash in- and outflows for M&A activities:

Free cash flow measures the amount of cash inflows for a period.

Itis defined as the sum of cash flows from operating activities,
cash flows from investing activities, and principal repayments

on lease liabilities. Along with profitability, the key factors affect-

ing free cash flow are effective management of working capital
as well as the level of capital expenditures. As a result, free cash
flow impacts the development of capital employed over time. In
order to make the evaluation of the company’s results of opera-
tions as transparent as possible and improve comparability over
time, the Schaeffler Group reports free cash flow, one of its key
operating financial performance indicators, before cash in- and
outflows for M&A activities. M&A activities consist of acquisi-
tions and disposals of subsidiaries, interests in joint ventures,
and other equity investments.

(=) More ontrendsin the indicators discussed above under “Course of
business” and on special items on pp. 25 et seq.
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Management system

Strategic financial
performance indicators

Key operating financial
performance indicators )

Revenue growth

Outlook
EBIT margin Free cash flow

Additional financial
performance indicators

R&D ratio
Reinvestment rate
Net debt to EBITDA ratio

FCF-conversion
Effective tax rate
Dividend payout ratio

Financial rating

Non-financial
indicators

CO, emissions Delivery performance
Accident rate
Fresh water withdrawal

Quality

Customer satisfaction

Staff capacity Employee satisfaction

1 Constant-currency revenue growth, EBIT margin (before special items),
free cash flow before cash in- and outflows for M&A activities.

Additional financial performance indicators

In addition to the three key operating financial performance
indicators, the Board of Managing Directors also continually
tracks additional financial performance indicators including,
among others, the reinvestment rate. The reinvestment rate is
the ratio of additions to intangible assets and property, plant
and equipment to depreciation, amortization, and impairment
losses (excluding depreciation of right-of-use assets under leases
and impairments of goodwill). To facilitate evaluation of the cash
conversion cycle, the company determines FCF-conversion, which
represents the ratio of free cash flow before cash in- and out-
flows for M&A activities to EBIT. The net financial debt to EBITDA
ratio before special items is the ratio of net financial debt to
EBITDA before special items. For this purpose, net financial debt
is defined as the total of current and non-current financial debt
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net of cash and cash equivalents. Additional financial perfor-
mance indicators also include the R&D ratio, the effective tax
rate, the financial rating, and the dividend payout ratio. For
these purposes, the dividend payout ratio is determined based
on netincome (loss) before special items. The company also
calculates the measure free cash flow before cash in- and out-
flows for M&A activities and before special items as an addi-
tional indicator.

The company further monitors a number of leading operating
indicators in order to be able to identify trends in a multitude of
factors affecting the Schaeffler Group’s business early on and
take them into account in managing the company. For instance,
the company analyzes forecasts of relevant market, economic,
and sector data, such as gross domestic product, automobile
and industrial production, vehicle population and age, or cur-
rency trends in order to gain insight into the future of the busi-
ness. Raw materials prices are monitored as well in order to
estimate trends in significant costs.

In order to obtain an indication of the likely level of capacity
utilization and the probable revenue trend, Schaeffler also moni-
tors certain leading operating indicators specific to each division.

» Automotive Technologies: Nominations for customer projects
won within one period are measured using the indicator
“lifetime sales” on an ongoing basis and compared to current
period revenue by calculating the “book-to-bill ratio” which
provides an indication of the Automotive Technologies divi-
sion’s medium- to long-term potential for growth. Orders
received for short-term delivery under master agreements
with customers validly cover a period of approximately two
months. Changes in this measure of capacity utilization are
monitored on a weekly basis. As an enhancement to the
division-specific leading operating indicators, the company
aims to report order intake for the Automotive Technologies
division in the future.
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* Automotive Aftermarket: For the Automotive Aftermarket,
no comparable leading indicators can be derived from the
volume of order intake or orders on hand. This division holds
regular discussions with major customers and observes its
markets to obtain leading indications of the short-term
demand situation.

Industrial: The Industrial division uses the change in orders
on hand due within the following three months as a leading
indicator. This figure is monitored on a monthly basis.

All financial indicators are calculated on a monthly basis using
standardized reports on earnings, financial position, and net
assets. These reports contain a comparison of budget vs. actual
as well as a prior year comparison. The comparison of budget vs.
actual is based on the annual budget flowing from the integrated
operating budget embedded in a longer-range strategic corpo-
rate plan established by the Board of Managing Directors.

Non-financial indicators

In addition to the financial performance indicators, management
monitors additional key non-financial indicators. Such indicators
are calculated using standardized reports during the year and
include: quality, staff capacity (headcount (HCO) and full-time
equivalents (FTE)), delivery performance, customer satisfaction,
employee satisfaction, employee accident rate, fresh water
withdrawal, and CO, emissions.

@ More in the sustainability report under:
www.schaeffler-sustainability-report.com/2022

For purposes of managing sustainability, the company measures
additional non-financial indicators for the ten fields of action
addressed in the sustainability strategy. These indicators are
used in managing the operation of the group’s sustainability
measures.

Corporate Governance

Consolidated financial
statements

In managing the company, senior management considers it
imperative that Schaeffler Group employees act strictly within
the relevant legal limits and comply with corporate governance
standards.

1.3 Research and development

The Schaeffler Group considers the challenges brought by the
transformation in mobility and motion to be an opportunity for
actively helping to shape this transition. Aiming to identify
opportunities in its dynamic and complex market environment
early on in order to ensure profitable long-term growth with
sustainable products, the Schaeffler Group has defined the
“Innovation-to-business” strategy. It consists of three phases:
The firstis the innovation strategy with six product innovation
clusters and two production innovation clusters. These clusters
promote a clear focus on and early evaluation of innovative
product ideas regarding their market potential. The innovation
clusters are organized in a global project house in the second
phase. Industrialization in accordance with customer and market
requirements represents the third phase. The 6+2 innovation
clusters are integrated into “Innovation & Technology”, a
cross-divisional subprogram of the “Roadmap 2025”.

The (1) innovation cluster Energy Solutions develops new tech-
nologies for a sustainable energy supply. Research is increas-
ingly concentrating on hydrogen technology. For hydrogen pro-
duction using proton exchange membrane (PEM) electrolyzers,
new approaches for stack components were developed, as were
fundamentals for increasing the efficiency of membrane elec-
trode assemblies using new coatings. The performance of the
component solutions developed was then validated on a demon-
strator scale with respect to market requirements. In the field of
hydrogen storage technology, the company demonstrated the
fundamental applicability of Schaeffler fuel cell components in
the use of liquid organic hydrogen carriers (LOHC) and investi-
gated their potential forimprovement. Developments for fuel cell
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applications made during the year included metallic bipolar plates
with carbon-based coatings. This novel high-performance coating
system, “Enertect PC+”, makes the production of these key compo-
nents in fuel cell systems more efficient, less expensive, and more
sustainable. This innovation put the Schaeffler Group among the
finalists for the “CLEPA Innovation Award” 2022 in the “Clean
and Sustainable Mobility” category. In addition, setting up and
commissioning a battery laboratory laid the foundation for
researching and developing new materials and components for
the newest generation of battery systems.

The (2) innovation cluster Material Solutions develops materials
and coatings for existing and new applications. By developing
and validating materials with a low-carbon or carbon-neutral
footprint, this cluster contributes significantly to achieving the
Schaeffler Group’s climate targets. Forinstance, using green
steel and alternate plastics considerably reduces the carbon
footprint of products. Coating technology contributes to more
sustainable solutions as well by helping to meet requirements
specific to certain locations within the product with minimal use
of materials.

The (3) innovation cluster eDrive Solutions focuses on develop-
ing electric drive systems and their core components, electric
motors, power electronics, and software, as well as on the
related mechanic transmission and bearing components for the
next generation of electric drives and actuators. By clustering
capabilities, the Schaeffler Group has expanded its role from
providing components and subsystems to providing complex
systems solutions for electric drives including software. One
example of this is the electric drive of the 4-in-1 electric axle
presented at the Schaeffler Kolloquium 2022. Its features
include direct cooling of the stator windings via use of an inte-
grated thermal management system. In addition, the company
presented a series of new electric drives that combine high
power density with improved overall system efficiency, including
through the use of friction-improved bearing systems. The com-
pany’s activities to enhance the 800-volt power electronics
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system focus on raising power density, reducing the carbon
footprint, and increasing system efficiency. Being an automotive
and industrial supplier, the Schaeffler Group also utilizes syner-
gies by applying its electric mobility expertise to industrial
applications, such as motors for offroad vehicles or the aero-
space industry.

The (4) innovation cluster Mobility Solutions addresses the
effective implementation of electric drive systems and auto-
mated driving as well as entirely new mobility concepts. One of
the related research priorities is on new concepts such as auton-
omous people and logistics movers. A key technology in this
area is the “Space Drive” steer-by-wire system — part of the more
comprehensive drive-by-wire system that electronically controls
not only the steering system but also the brakes and the drive of
the vehicle. Additionally, at the IAA Transportation 2022, the
Schaeffler Group presented a demonstration vehicle with a fuel
cell powertrain developed on the basis of an electric van in col-
laboration with REFIRE, a leading global supplier of commercial
hydrogen fuel cell technologies. The vehicle is driven by a 3-in-1
electric axle in conjunction with a battery that is combined with
a fuel cell system. Its electric axle, fuel cell stack, control sys-
tem, and energy management system were developed by the
Schaeffler Group.

In the (5) innovation cluster Robotics Solutions, the

Schaeffler Group develops system solutions for the growing
robotics market. Its portfolio of rolling bearings, system compo-
nents such as precision gearboxes and highly integrated torque
sensor technology through to complete “smart” systems for
robotics joints positions the Schaeffler Group as a partner to the
dynamically growing robotics industry already today. At the
Hannover Messe 2022, the Schaeffler Group presented newly
developed bearings, gear units, and a fully integrated torque sensor
system. These system solutions allow for instance cobots to exe-
cute motions more rapidly, more precisely, and with more flexi-
bility. The acquisition of Schaeffler Ultra Precision Drives GmbH
further expanded the product portfolio by ultra-precise
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planetary gearboxes that are used in robots with higher payload
capacities of up to approximately 100 kg as well. Additionally,
the Schaeffler Group announced its collaboration with the DLR
Institute of Robotics and Mechatronics during the year. An inten-
sive strategic cooperation is designed to accelerate development
of application-oriented solutions in robotics.

The (6) innovation cluster Digital Solutions combines the research
activities aimed at developing digital products and product
elements. The year’s development activity priorities included
product-related Al applications, forinstance for recording
torques in robots and for sensor fusion in electric motors. The
Schaeffler Group cooperates with partners, such as Kl Park e.V.
in Berlin, with the aim of researching possible future applica-
tions of artificial intelligence. Additionally, as part of its partner-
ship with the Center for Tangible Artificial Intelligence and Digiti-
zation e.V. (“Zentrum fiir erlebbare Kiinstliche Intelligenz und
Digitalisierung” (ZE-Kl e.V.)), the Schaeffler Group worked with
TU Berlin on an automated electric vehicle based on the “Space
Drive” steer-by-wire technology. Further, under the Schaeffler
“SHARE” program, the “DEX” autonomous mobile robot platform
was designed for the Industrial division to drive new production
and service concepts based on intelligent technologies for a high
degree of digitalization and automation.

In the (+1) innovation cluster Advanced Manufacturing, new
processes are already developed to the point of industrialization
while product development is still in progress. Examples include
an additive process used for manufacturing hydrodynamic plain
bearings for gearboxes in wind turbines, enhanced efficiency of
existing manufacturing processes with respect to sustainability
and utilization of material, as well as improved soft machining
processes for gear components. By collaborating with, inter alia,
external networks, universities, and the startup community,
the clusteridentifies disruptive innovations that are compared
and evaluated against the division’s requirements in order to
enhance immature manufacturing technologies in a targeted and
needs-oriented manner.
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In the (+2) innovation cluster New Production Concepts, the
priority is on developing modular and flexible production con-
cepts to ensure an efficient response to dynamic production
requirements and volume scenarios. A high level of standardiza-
tion and modularity aims to ensure that a wide range of process
modules can be reused on a sustainable basis. Another research
priority is making production more autonomous using primarily
artificial intelligence and digital twins in order to sustainably
reduce production cost. Priorities here are on the use of flexible
and collaborative robots for assembly and handling tasks and on
implementing driver-less transport systems along the entire
value chain. A further focus is on solutions ensuring rapid and
simple integration by means of low- and no-code approaches.

In order to safeguard its long-term technological competitive
ability, the Schaeffler Group also jointly performs development
on strategic issues of the future in a global innovation network of
universities, companies, research institutions, and start-ups
under the group’s Open Innovation strategy. The Schaeffler Hub
for Advanced Research (SHARE) program comprises a global
research network with leading universities. Under the program,
the Schaeffler Group works closely with Karlsruhe Institute for
Technology, Germany (research focus: electric and automated
mobility), Friedrich-Alexander University of Erlangen-Nuremberg,
Germany (research focus: artificial intelligence integrated into
physical products and for cloud-based solutions), Nanyang Tech-
nological University, Singapore (research focus: robotics and
digitalization), Southwest Jiaotong University in Chengdu, China
(research focus: components and systems for high-speed trains),
and Ohio State University in Columbus, U.S. (research focus:
solid state batteries). Along with further collaborations with
universities, the Schaeffler Group has a strategic partnership
with Fraunhofer-Gesellschaft that has been in place since 2017.

Additionally, close collaboration with start-ups represents an
important complementary component of the strategy forinnova-
tion. Oriented along the fields of innovation, the Schaeffler Group
reviews future-oriented technologies and innovative business
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models and realizes pilot projects with start-ups and small and
medium-sized businesses. This approach lays the foundation for
a successful long-term strategic cooperation, forinstance in the
form of R&D partnerships, supply relationships, or future cus-
tomer relationships.

Research and development expenses

2018 2019 2020 2021 2022

Research and development

expenses (in € millions) 847 849 684 748 768
Research and development
expenses (in % of revenue) 6.0 5.9 5.4 5.4 4.9

Average number of research and
development staff 7,956 7,834 7,780 7,414 7,447

In 2022, the Schaeffler Group employed an average of 7,447
R&D staff (prioryear: 7.414) at 20 R&D centers (prior year: 20)
and additional R&D locations in a total of 25 countries. The
Schaeffler Group filed 1,806 patent registrations with the German
Patent and Trademark Office in 2021, making it the third most
innovative company in Germany. In addition, Schaeffler Group
employees internally reported 2,201 inventions in 2022
(prioryear: 2,761).
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1.4 Locations and production network

With its 76 production facilities and 20 research and develop-
ment centers at approximately 200 locations worldwide in 22
countries as well as a tight-knit sales and service network, the
Schaeffler Group’s customers always find it close at hand.

The Schaeffler Group evaluates the global footprint and charac-
teristics of the company’s locations on an ongoing basis. The
transformation involves adjusting excess structural capacity and
consolidating locations. The Wuppertal location where produc-
tion ceased during the year is an example of this. The German
locations impacted by the current restructuring measures will be
strengthened by investments in new technologies and expand-
ing local capabilities.

The company has a global production system. The plants,
which employ approximately 64,000 staff, form the core of the
Schaeffler Group’s operations and are managed based on uni-
form principles on a cross-divisional basis. The global produc-
tion system and the manufacturing technologies utilized in the
plants represent key factors to the Schaeffler Group’s worldwide
success.

The company uses a multitude of instruments to ensure and
improve the quality of its products and processes. “Fit for
Quality” has been deeply embedded as an inherent part of
quality-conscious action in the Schaeffler Group for many
years. The quality program “SHAPE” was rolled out during the
year to address the quality aspects of the challenges posed by
the transformation. It covers the four key strategic directions of
the Schaeffler Group’s “Quality Roadmap”. “SHAPE” goes hand
in hand with the “Roadmap 2025” and comprises four focal
elements: (1) technical expertise and reputation, (2) agile pro-
cesses and methods, (3) quality principles and mindset and
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(4) sustainable quality and performance. Its content structured
in this manner, “SHAPE” spans the divisions, functions, and
regions, representing the Schaeffler Group’s comprehensive
quality program. The Schaeffler Group’s manufacturing locations
have certified management systems in accordance with globally
recognized quality norms, standards, and regulations. The
Schaeffler Group applies the requirements of various norms !
relevant for certification in the Schaeffler plants worldwide.

The Schaeffler Group develops new production technologies
within its technology network and consistently enhances existing
technologies in volume production. The Schaeffler Production
System (SPS) forms the basis for efficient, agile, and sustainable
production. Based on three principles — “Optimal Technology”,
“Engaged Teams”, “Lean Processes” — and common methods,
the aim is to ensure that the strategic objectives of (1) efficiency,
(2) agility, and (3) sustainability are met in production and
throughout the entire supply chain in order to increase customer
satisfaction, enhance financial performance, and manufacture
more sustainably.

Various areas within the Schaeffler Group are already developing
production technology and connecting production equipment for
the factory of the future. Advanced Production Technology (APT)
has established a technology and innovation centerin Erlangen-
Frauenaurach in order to test solutions and bring them to series
production. The new technology and innovation center is designed
to increase flexibility in developing new production technology
to the point of series production. It allows pilot projects for more
sustainable and digital production to be thoroughly tested, in
accordance with the “Optimal Technology” principle of the
Schaeffler Production System. The new center at the Erlangen
campus is scheduled to expand to a total area of 700 sqm

by 2023.

1 |ATF 16949:2016 Quality management system (standard of the automotive sector); ISO/TS 22163 Quality management system (1ISO 9001:2015 and particular requirements for
application in the railway sector); SAE AS 9100D:2016-09-20 Quality Management Systems (Requirements for Aviation, Space, and Defense Organizations); ISO 9001:2015 Quality
management systems (standard of the industrial sector).
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Additionally, the company opened a new tool technology center
in Hoechstadt totaling approximately 8,000 sqm; it will manu-
facture precision tools for the global Schaeffler production
network, particularly for the strategic future-oriented fields of
electric mobility and robotics, but for mechatronic chassis appli-
cations as well. Tool Manufacturing develops and manufactures
high-precision tools that facilitate mass production of products
of the highest quality, further increase efficiency, and enable
the production of innovative products such as bipolar plates.
Additionally, the tool technology center represents an important
step on the road to the partly autonomous digital factory: Here,
the use of “model-based definition” will be key — a method for
describing, directly on the 3D CAD model, all information relevant
to production and the process; this information is then trans-
ferred directly to the highly automated production lines and
utilized there.

Under its “Roadmap 2025”, the Schaeffler Group pilots digital
solutions at various locations around the world. At the Bien Hoa
plantin Vietnam, forinstance, machine-, transport system-, and
material flow-related information is tracked, analyzed, and
exchanged in real time. Optimizing these production processes
in real time makes production more agile and flexible. The plant
uses a flexible, scalable, and secure digital infrastructure to
record and provide real-time data from all relevant production
assets.

Another pilot plant, the Taicang | plant in China, is pushing
ahead with developing and implementing several solutions such
as 100% machine connectivity by the end of 2022, paperless
production, and digitalization outside the production building;
the aim is to build a fully digital plant of the future as part of
“Digitalization & IT”, a subprogram of the “Roadmap 2025”. The
Schaeffler Group’s first plant in China, which started production
in 1998, the Taicang | plant manufactures engine components
for customers from the automotive industry. During the year, the
plant started moving to a new campus in Taicang. The new
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campus — known as “Plant NEO” — offers larger capacity for
accommodating additional business units, providing new oppor-
tunities and possibilities for digitalization-related ambitions.

In 2022, the Schaeffler plant in Taicang also produced the
100,000t 2-in-1 electric axle. As production of the electric
axle comprising an electric motor and transmission started in
July 2021, an important milestone was reached within a year
from the start of production. Along with the plantin Taicang,
components for electric axles are produced by several of

the company’s locations around the world. The plant in the
Western Hungarian city of Szombathely was commissioned in
September 2021. The facility is the Schaeffler Group’s first
fully-dedicated electric mobility plant and gives the group a new
center of excellence for the production of components and
systems for electrified powertrains. A further production facility
is being constructed in Wooster in North America, where the
company is currently already manufacturing hybrid modules.

In Buehl, headquarters of the Automotive Technologies division
and the Schaeffler Group’s E-Mobility business division, the com-
pany is expanding its existing electric mobility development and
manufacturing campus. On a property approximately 8,000 sqm
in size, the Schaeffler Group is investing in the construction of a
new building and, hence, in this future-oriented field. The new
center of excellence is part of the “Roadmap 2025” strategic
program and another important step toward growing electric
mobility. With the development and manufacturing campus
expanded by a new building complex, many customer projects
will ultimately be handled at this location. The new complex will
complement the three existing buildings at the Bussmatten site,
where the company is already developing and manufacturing
components and systems for electric mobility. In a production
hall currently used to manufacture transmission components,
the Schaeffler Group is currently building a production plant for
electric motors known as the UltraELab. This global flagship
plantis being built in accordance with the principles known as the
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“ultra-efficient factory”. This innovative manufacturing concept
is being developed under the Agilo-Drive2 project led by the
company alongside 17 other consortium partners with funding
support from Germany’s Federal Ministry for Economic Affairs
and Climate Action (“Bundesministerium fiir Wirtschaft und
Klimaschutz” (BMWK)).

The footprint is further strengthened by the consolidation and
distribution centerin the Asia-Pacific area opened in Hosur,
India, in 2022. Expanding across approximately 10,000 sqm

and equipped with modern infrastructure and technology, the
center will help in moving consolidated material from all plants
to the southern region of India. This enables the company to
strengthen its logistics footprint in India. Automated and digitalized
operations are designed to help improve material handling and
facilitate faster delivery to the customer.

The Schaeffler Group has further improved its value and supply
chains in 2022, aiming to make the entire value stream shorter
and more intelligent and, therefore, faster. The deciding factors
in improving the value chain include digitalization. The company
has developed a solution — the Schaeffler Transportation Data
Cube (TDC) - for linking data from intercontinental shipments by,
forinstance, ship, rail, truck or air, from both internal data bases
and external transport companies and data providers. This inte-
grated information is essential for determining the most cost-
efficient, reliable, and rapid logistics route, which in turn facili-
tates considerably reducing turnaround times and leveraging
cost potentials. Starting early this year, the TDC was equipped
with added functionalities, expanded by adding shipping cost
rates and shipment data on sea, air, and rail connections, and
made available to all employees.

During the year, the 10 millionth torque converter was manufac-
tured at Schaeffler’s Puebla 2 plant at the Huejotzingo location
in Mexico. The Puebla 2 plant was inaugurated in 2015 and
specializes in manufacturing torque converters for U.S. and
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Japanese automobile manufacturers. It offers a production area
of approximately 62,000 sqm with highly sophisticated manufac-
turing equipment, its own tool manufacturing facility, and a
research and development center.

Schaeffler Group revenue
by region

in percent by market view

Asia/Pacific 13.4 ’

Greater China 22.8 Europe 41.5

Americas 22.3

The Europe region combines the subregions Germany, Western
Europe, Middle East & Africa, as well as Central & Eastern Europe.
The Europe region contributed 41.5% (prior year: 42.0%) of
consolidated revenue in 2022. Its Germany subregion represents
the Schaeffler Group’s largest sales market. The degree of local-
ization 2 amounted to approximately 84% (prior year: 86%) in
2022. The Europe region employed a total of 51,871 employees
as at December 31, 2022, representing 62.7% of the company’s
entire workforce. This figure includes the employees of the
group’s headquarters in Herzogenaurach. The Europe region has
44 plants and 9 R&D centers. Its regional headquarters are
located in Herzogenaurach, Germany, starting January 1, 2023
(until December 31, 2022: Schweinfurt, Germany).
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The Americas region consists of the subregions U.S. & Canada,
South America, and Mexico. The Americas region contributed
22.3% (prior year: 20.4%) of revenue in 2022. The degree of
localization amounted to approximately 54% (prior year: 56%)
in the Americas region. A total of 11,657 staff were employed
at 13 plants — consisting of 6 plants in the U.S., 3 in Mexico,
and 2 each in Canada and Brazil — and 5 R&D centers as well as
at distribution locations in North and South America as at
December 31, 2022. The Americas region has its regional head-
quarters in Fort Mill in the U.S. The Schaeffler Group has been
manufacturing in this region since 1953.

The Greater China region comprises mainland China, Taiwan,
Hong Kong, and Macao. Its regional headquarters are located in
Anting, China. The Schaeffler Group’s first subsidiary in the
Greater China region was founded in Taicang, China, in 1995. The
region generated 22.8% (prior year: 23.8%) of group revenue in
2022.The degree of localization amounted to approximately
63% (prioryear: 57%). A total of 12,874 staff were employed as
at December 31, 2022, at 10 plants and 2 R&D centers in the
Greater China region.

The Asia/Pacific region comprises the subregions South Korea,
Japan, Southeast Asia, and India. 13.4% (prior year: 13.8%) of
group revenue was generated by this region in 2022. The degree
of localization amounted to approximately 42% (prior year: 42%)
in 2022. The Asia/Pacific region had a total of 6,371 employees
as at December 31, 2022. The regional headquarters are located
in Singapore. The Schaeffler Group operates a total of 9 plants
and 4 R&D centers in this region. The Schaeffler Group has been
represented in this region since 1953.

2 The degree of localization describes the relation of sales volume manufactured in a region - taking into account procurement flows — to that region’s sales

(sales by market view/prior year information presented based on 2022 segment structure).
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2. Report on the economic position

2.1 Economic environment

Macroeconomic environment

Gross domestic product

Change
in %
| 2.9

E
urope 5.9
. ] 2.7

A
mericas 6.2
Greater ] 2.6
China 8.3
Asia/ | 4.8
Pacific 4.9
| 3.2
World 6.2

W 2022 2021

Source: Oxford Economics (January 2023).
Regions reflect the regional structure of the Schaeffler Group.

The growth of the global economy was affected considerably by
a number of factors during the year. The war in Ukraine in combi-
nation with sanctions and counter-sanctions led to extensive
economic uncertainty, hampered trade, and further disrupted

global supply chains. The latter had been disrupted since late in
2020 and had initially begun to stabilize early in the year. Addi-
tionally, key commodities prices came under enormous upward
pressure at times. In Europe, considerably reduced imports of
Russian natural gas led to temporary price jumps and triggered
an energy crisis. In addition to the war in Ukraine, global eco-
nomic growth also continued to be adversely affected by the
persistent coronavirus pandemic. Renewed lockdown measures
in China, particularly between March and May 2022, not only
affected economic activity in that country but also put additional
pressure on global supply chains.

In connection with these developments, inflation — already

high — rose further in many countries over the course of the year,
right through to the fourth quarter in parts. The persistent infla-
tionary pressure and resulting loss of purchasing power held
back demand by private households; additionally, central banks
worldwide responded by tightening their monetary policy, some
considerably so.

Growth in global gross domestic product slowed continually
during the reporting period. Driven by a widespread economic
slowdown toward the end of the year, especially in key advanced
economies, the deceleration of growth was particuarly pro-
nounced in the fourth quarter of 2022.

Notes to the consolidated
financial statements
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In the currency markets, the euro fell against the majority of the
foreign currencies most significant to the Schaeffler Group. On
an annual average basis, it lost considerably in value against the
U.S. dollar, the Chinese renminbi, the Mexican peso, and the
Indian rupee, but rose slightly against the South Korean won.

(=) More on foreign currency translation on page 98.

Sector-specific environment

Automobile production

Change Million

in% units

Europe 0.6 17.8
B 2.5 17.7
Americas 93 171
2.5 15.6

Greater 6.2 26.6
China 5.6 25.0
Asia/ 9.0 20.6
Pacific 7.7 18.9
6.2 82.0

World 3.5 77.2

W 2022 2021

Source: S&P Global Mobility (January 2023).
Regions reflect the regional structure of the Schaeffler Group.
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Despite growing volumes, global automobile production 3 was
impacted by the challenging economic environment during the
year. Persistent supply shortages of semiconductors continued
to result in extensive production losses, although they stabilized
partly over the course of the year. Production in Russia slumped
in light of economic sanctions and production stoppages there.
Furthermore, a shortage of intermediate products from Ukraine
interfered with production in Europe, particularly in Germany.
Global automobile production continued to be hampered by the
coronavirus pandemic as well. The lockdown measures in China
temporarily interfered considerably with production in that country
and, via disrupted supply chains, also affected production in
other countries such as Japan. Along with these supply-side
factors, consumer demand weakened over the course of the year,
further adversely affecting growth in global automobile produc-
tion.

While global automobile production declined slightly in the first
half of 2022, the second half of 2022 saw double-digit growth
from the low basis for comparison in the prior year. Similarly,
each of the Schaeffler Group’s four regions experienced double-
digit growth in the second half of 2022. In the first half of 2022,
however, a considerable contraction was reported in Europe,
zero growth in Asia/Pacific, and only slight or moderate growth
in Greater China and Americas.

Within the Europe region, automobile production in the euro
region grew by 4.2%. In the Americas region, most of the major
production countries experienced strong growth. Volumes
produced during the year were up 9.4% from the prioryearin
the U.S., 11.2% in Canada, and 8.2% in Mexico, while Brazil

Corporate Governance

Consolidated financial
statements

reported growth of 6.7%. Within the Greater China region,
automobile production expanded by 6.3% in China. In the Asia/
Pacific region, production volumes in Japan were down 1.1%
from the prioryear. In contrast, the region’s remaining major
production countries all experienced growth, especially India
(23.8%). South Korea reported a growth rate of 7.2% and produc-
tion volumes in Thailand rose by 9.8% compared to the prior
year.

Vehicle population

Change Million Average

in % units age

Europe 0.9 524.0 12.6
P 1.5 519.2 12.2
Americas 1.0 433.9 11.9
1.3 429.8 11.6

Greater 5.8 293.5 7.0
China 6.4 277.3 6.6
Asia/ 2.1 249.8 10.2
Pacific 2.3 244.6 10.0
2.1 1,501.2 10.9

World r 2.5 1,470.9 10.6

M 2022 2021

Source: S&P Global Mobility (November 2022).

Regions reflect the regional structure of the Schaeffler Group. The calculation of average
age at the global level and by Schaeffler Group region is based on approximately 96% of
the global vehicle population.

Growth in global vehicle population“in 2022 was once again
primarily driven by strong above-average growth in China.

3 Measured as the number of vehicles up to six tons in weight produced (S&P Global Mobility [January 2023]). Includes content supplied by S&P Global © [IHS Markit Light Vehicle

Production Forecast (Base), January 2023]. All rights reserved.

4 Measured as the number of passenger cars and light commercial vehicles less than 3.5 tons in weight (S&P Global Mobility [November 2022]). Includes content supplied by S&P

Global © [IHS Markit Vehicles in Operation (VI0), November 2022]. All rights reserved.
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Within the Europe region, the vehicle population in the euro region
increased by 0.3% to 214.8 million units with the average age
rising slightly to 11.6 years. In the U.S., the most significant market
in the Americas region by far, the vehicle population grew by
0.8% to 285.4 million vehicles; the mean age increased slightly
to 11.5 years. In the Greater China region, China reported a con-
siderable 6.0% increase in vehicle population to 284.3 million
units while the average age rose to 6.8 years. Within the Asia/
Pacific region, the vehicle population in Japan stagnated at static
at 73.7 million units and the mean age of the vehicle population
was up slightly at 9.2 years. In India, however, the vehicle popu-
lation expanded noticeably by 5.8% to a total of 54.2 million
units with the mean age increasing slightly to 9.1 years.

Industrial production in the mechanical engineering,
transport equipment, and electrical equipment sectors

Change

in %

Europe 2.4
p 10.5

. | 3.5
Americas 13.7
Greater | 3.5
China 13.6
Asia/ | 6.6
Pacific 9.3
| 3.7

World 12.0

W 2022 2021

Source: Oxford Economics (December 2022).
Regions reflect the regional structure of the Schaeffler Group.
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Based on preliminary estimates, growth in global industrial
production for the year slowed considerably to 2.3% (Oxford
Economics, December 2022) due to the challenging economic
environment. The growth rates seen in the second and fourth
quarters of 2022 were noticeably lower than those for the rest of
the year; the trend reported for the sectors particularly relevant
to the Schaeffler Group — mechanical engineering, transport
equipment, and electrical equipment — was similar as well. >

In the Europe region, the relevant industrial production for the
euro region increased by 3.2% from the prioryearin 2022. As
the impact of high energy prices grew, the growth rate slowed
noticeably in the fourth quarter of 2022. Within the Americas
region, the relevant industrial production in the U.S. rose by
2.7%, with comparable growth rates reported for the mechanical
engineering and transport equipment sectors. While the relevant
industrial production in the Greater China region declined year-
on-yearin the second quarter of 2022 against the background of
strict lockdown measures, it grew during the remaining quarters
of 2022. Strong above-average growth in the electrical equip-
ment sector was the main driver of the growth rate reported for
the Greater China region for 2022 as a whole, while the growth
rate for mechanical engineering was merely slight. In the Asia/
Pacific region, the relevant industrial production for 2022 in
Japan expanded by 8.2%, primarily as a result of strong growth
in the mechanical engineering sector. In India, the mechanical
engineering sector expanded as well and, along with the trans-
port equipment sector, contributed significantly to growth in the
relevant industrial production of 2.4%. In South Korea, however,
the mechanical engineering sector declined. As a result, the
country’s relevant industrial production was down 0.7% from
prior year.

5 Divisions 28 and 30 as well as group 27.1 of the NACE Rev. 2 classification.
6 Data supplied by Ember (January 2023).
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Procurement markets

The Schaeffler Group uses various materials in manufacturing its
products, especially different types of steel, aluminum, copper,
and plastics and lubricants, as well as energy, particularly natu-
ral gas and electricity. Commodity and energy market price trends
affect the Schaeffler Group’s cost to varying degrees and normally
with some delay, depending on the terms of the relevant supplier
contracts. Especially in steel purchasing, contracts are generally
signed with terms of six or twelve months.

The outbreak of war in Ukraine led to price jumps in nearly all com-
modity and energy markets significant to the Schaeffler Group over
the course of the first quarter of 2022, with some prices rising to
historical highs. A number of factors, among them the increas-
ingly deteriorating global economic outlook and falling demand,
resulted in some prices starting to come down again over the
remaining course of the year. The energy markets represented a
significant exception due, among other things, to prices for
natural gas not peaking at their high for the year until August as
a result of persistent supply shortages, then falling again notice-
ably during the remainder of the year. Prices for European natural
gas reached a historic high in August and this was reflected in a
simultaneous jump in European electricity prices since the prices
of natural gas and electricity are closely linked.

Steel is used to manufacture rolling bearings and automotive
components. At the beginning of 2022, prices for cold- and hot-
rolled steel remained high worldwide and exceeded their prior
year averages, in Europe during the first two quarters of 2022.
Having peaked once more in the second quarter of 2022 due to
the war in Ukraine, spot prices then fell considerably worldwide
against the backdrop of a weakening global economic outlook,
averaging less than in the prior year on an annual basis (S&P
Global Commodity Insights, January 2023). During the second
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half of 2022, prices of fixed-term contracts fell noticeably more
slowly than spot prices in procurement regions significant to
the Schaeffler Group. Additionally, given the energy-intensive

production process for long steel products, high energy prices
significantly increased their prices year-on-year in Europe

in 2022.

Aluminum is primarily used for pressure die castings, while
copperis mainly required for electric motors and mechatronic
components. On an annual average basis, the price of aluminum
rose by approximately 9%, while the price of copper fell by
around 5% (International Monetary Fund, January 2023).

The Schaeffler Group uses plastics, forinstance to produce cages
forrolling bearings, and lubricants serve to reduce friction in
components and as preservatives. Plastics and lubricants are
often made based on crude oil. The annual average price of
crude oil was up approximately 42% from its prior year level
(EIA, January 2023). B