[image: image5.jpg]PPPPPPPPP



                                                                                     

Press release


An increase in sales of 25 per cent, a global investment program launched, and 200 new jobs created
Stuttgart’s Lapp Group on course for continued growth
Stuttgart, 24 February 2011
The Stuttgart, Germany-based Lapp Group is back on track for continued growth. The figures presented today for the 2009/2010 financial year (which runs from 1 October to 30 September) were overwhelmingly positive. As such, the world’s leading supplier of integrated wire, cabling and connector products and solutions has emerged strongly from the financial and economic crisis, and is set for continued profitable growth. Andreas Lapp, the chairman of the board of Lapp Holding AG comments: “During the second half of the financial year, we overcame the crisis for good and were able to record significant growth. Provided the economic upturn continues, this financial year should see us achieve the same excellent results recorded in the year prior to the crisis.”
During the 2009/2010 financial year, consolidated sales across the group rose by 25 per cent, to almost 633 million euros (compared to 508 million euros the previous year). Actual sales rose by 13 per cent, with the remaining 12 per cent accounted for by the steep rise in copper prices. As is the standard practice in the industry, the increase in the cost of copper is passed on directly to the customer. The number of staff worldwide increased from 2,600 to 2,800, while earnings before tax rose by 10.6 million, to 45.7 million euros.
The family business benefited in particular from high growth rates in the machine and plant construction sector, as well as in device and apparatus construction. Growing demand for renewable energies, the strong positioning of the Lapp Group in the growth market of Asia, and extensive internal restructuring also played a part in the positive results.
Development of individual regions
Europe has traditionally been the core market for the Lapp Group, and with sales of 479.2 million euros (compared to 386 million euros the previous year), it accounted for 77 per cent of the company’s revenue this year. This represented a rise of 24 per cent. The strongest individual market was Germany, which was responsible for around half of all sales in Europe, at 227.3 million euros – a rise of 17 per cent. Germany generated 36 per cent of overall group sales. 
With a 15-per cent share of sales, and revenues of 95 million euros (compared to 69 million euros the previous year), Asia was the second most important region for the group. The company benefited from the strong growth of Asian economies, with sales in the region rising by nearly 40 per cent.
Sales growth in North and Central America was not as strong, with a rise of nine per cent to 58 million euros (compared to 53 million euros the previous year). The USA accounted for the majority of this, where revenues of 50.5 million euros were recorded, representing an increase of 11.7 per cent.
The Lapp Group’s profit and financial position
With earnings of 45.7 million euros before tax (compared to 10.6 million euros the previous year), the Lapp Group achieved results close to those of the 2007/2008 financial year, prior to the economic crisis. Restructuring enabled HR and material costs to be reduced from 42 to 36 per cent of total sales. Against this, copper prices continued to rise. In October 2009, the average DEL (German electrolyte copper) price stood at 433 euros per 100 kilograms. The DEL price is based on the stock exchange, and is a good indicator of day-to-day copper costs. At the end of the financial year, this price had risen to 602 euros per 100 kilograms, before increasing further to 710 euros per 100 kilograms in January this year. The group’s equity ratio stood at 48%, while net bank liabilities were reduced to zero, with the company clearing all debts for the first time.
	The Lapp Group in figures
	

	 
	2008/2009 FY
	2009/2010 FY
	Change

	Total sales in million euros
	508
	633
	25%

	Earnings before tax in million euros
	10.6
	45.7
	331%

	Employees worldwide
	2,600
	2,800
	8%

	Equity ratio as a percentage
	47
	48
	--


Lapp Group investments
To meet increased demand and ensure the quality of products over the long term, the Lapp Group launched a comprehensive worldwide investment programme during the 2009/2010 financial year. 12 million euros were invested over this period alone, with most of this money being spent on production sites in Switzerland, India, Korea and France. Further investments and strategic expansions are being made in the current financial year.
The most important projects include the following:
· At the Diessenhofen site in Switzerland, injection moulding production capacities are being doubled. Around five million euros have been spent on expansion work, new machinery, and increasing assembly capacities, with the ceremony to celebrate the completion of building work held just a few days ago.

· In Ludwigsburg, Germany, a new logistics and service centre is being built, at a cost of 36 million euros. This will cover some 30,000 square metres, feature 30 truck loading ramps, and include an office. The project should be complete by August 2011.
· In response to huge demand for photovoltaic products, the plant in Korea has been expanded. A second production line for ÖLFLEX® SOLAR cables and new machines to produce EPIC® SOLAR 4THIN connectors has increased capacity by around 25 per cent. Staff at Lapp Korea are currently working a three-shift pattern.

· In South Africa, the Lapp Group has acquired a stake in long-term partner company Cosy Care. The new joint venture is known as Lapp Southern Africa Ltd. and should help increase sales in the region.

· Strategic expansion is also ongoing in Indonesia. Previously, the region served only as a sales market, however the company will soon be commencing production activities there. Via its JJ-Lapp Kabel joint venture, the Lapp Group has acquired a 70-per cent stake in Sinarmonas. Board member Siegbert Lapp comments: “We firmly believe that Indonesia is among the most important growth markets in Asia, and see great potential for Lapp in the region.”
Process optimization and innovations
The Lapp Group made the most of the opportunities offered by the economic crisis, and gradually introduced the “Lapp Operation System”. This aims to make processes more efficient in the long term, and to improve productivity in all areas. The project began at the global production sites, where all staff now regularly participate in workshops on the theme of lean manufacturing. Through this alone, production volumes have increased by around 10 per cent, and processes have become much more flexible. Siegbert Lapp notes: “As a result of the new lean approach, we have been able to ensure that we remain competitive in the market, while encouraging a responsible attitude and improving motivation levels among our staff.”
The Lapp Group’s expertise in renewable energies has also been strengthened with great success. It has expanded its photovoltaic range with the addition of innovative EPIC® SOLAR 4 THIN solar connectors. The company also recently presented its new range of innovative cables (ÖLFLEX® TORSION FRNC, ÖLFLEX® FORTIS) for wind power plants at the Husum Wind tradeshow.
In addition, the Lapp Group has successfully established itself in the electric vehicles market, offering a complete, production-ready recharging system with cables and connectors that meets the new VDE standard. Furthermore, special patented high-voltage cabling for hybrid vehicles have been developed for production use, along with components for battery recharging systems.
As regards the company’s traditional core sector, machine and plant construction, key innovations include a system solution for industrial automation, as well as new servo leads for engines.
Examples of specific applications
· Lapp Kabel assisted with the rescue of the trapped Chilean miners, with a UNITRONIC® data cable used to first make telephone contact with the men.

· ÖLFLEX® ROBUST cables were fitted at 40 Coca Cola Europe bottling plants, as they had the required excellent mechanical and chemical resistance.
· Lapp developed a special deep-sea cable to provide electricity to an offshore project run by oil giants Shell, Petron and Chevron.

· ÖLFLEX® cables provided the cabling for the lights used to illuminate the walkways around the Marina Bay track, Singapore during the Formula 1 night-time race.

· Heidelberger Druckmaschinen AG employs ÖLFLEX® cables cables exclusively for its high-performance Speedmaster XL 105 sheet-fed offset press.
· The Bosch Group is carrying out a pilot project for a software-based electric vehicle service platform in Singapore, with Lapp providing the ÖLFLEX® cables for the recharging stations.

Outlook for the current financial year (2010/2011)
The Lapp Group has made a very successful start to the new 2010/2011 financial year (1 October to 30 September) as a result of the dynamic growth of the global economy. In the first quarter of the financial year alone, the company achieved actual sales growth of around 33 per cent in Europe and Asia. The company expects a slight slowing down in the second quarter, as a result of the very long and cold winter – but the arrival of spring in the third quarter should compensate for that. Andreas Lapp explains: “We expect the rises in sales to settle down at a lower level over the course of the year. As such, provided the economy continues to perform, we are predicting a rise in actual sales of around 20 per cent for the financial year as a whole.” Production capacities and staff numbers will be increased accordingly, with a total of 200 new positions set to be created during the current financial year, including around 70 posts at the German sites in Stuttgart and Ludwigsburg. As well as continuing the development schemes already launched, the company will focus on providing its staff with further training. As a result of this, a new executive board post of “Human Resources and organizational development” has been created and filled by Werner Knies, who was formerly financial director. Other key priorities will include the automation of logistics processes and the improvement of IT technology and software. To further enhance the group’s ability to innovate, a technology advisory committee has also recently been founded. The committee is made up of Wilhelm Bauer, acting head of the Fraunhofer IAO Institute and the Institute for Human Factors and Technology Management at the University of Stuttgart, Prof. Frank Berger, dean of the electrical engineering and information technology faculty at the Technical University of Ilmenau, and Prof. Dietmar Drummer, holder of the chair for plastics technology at Erlangen-Nuremberg University. 
ÖLFLEX® World Tour 

Oskar Lapp’s invention of ÖLFLEX®, the first industrially produced connecting and control cables, at the end of the 1950s laid the foundations for the Lapp Group’s global success today. Although the company was still suffering from the effects of the crisis at the start of 2010, the Lapp family took the decision to celebrate the 50th anniversary of the ÖLFLEX® brand with an ÖLFLEX® World Tour. A major event was held last summer at the Oskar Lapp Hall, on the occasion of the 80th birthday of company founder Ursula Ida Lapp. Since then, the event has toured the world, accompanied by the “Lapp Artists”, stopping off in France, Spain, South Africa, India and China. ÖLFLEX® cables will shortly be celebrated at a large event with customers and staff in Japan, before the tour moves on to Chile, the USA, Sweden and the Netherlands. It will return to Stuttgart in July, for another final celebration. The ÖLFLEX® World Tour has also been supported by web 2.0 technology, a first for the company. Andreas Lapp explains: “For a medium-sized family business such as the Lapp Group, this project has represented a major challenge, but it has been well worth it. We have positioned ourselves as a global business, while web 2.0 tools have enabled us to raise awareness of the ÖLFLEX® brand among the younger generation.” The company plans to continue these web 2.0 activities after the ÖLFLEX® World Tour has come to a close.
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Andreas Lapp, Chairman of the Board of Lapp Holding AG
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Siegbert Lapp, member of the board of Lapp Holding AG, responsible for technology, IT and production
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Werner Knies, member of the board of Lapp Holding AG, responsible for Human Resources and Organisation Development
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Dr. Uwe Schwellbach, Director of Finance and Controlling at Lapp Holding AG

Text and images available for download at www.lappkabel.com/news

About the Lapp Group:

Headquartered in Stuttgart, Germany, the Lapp Group is a leading supplier of integrated wire, cabling and connector products and solutions. Its offering includes electrical and fibre optic cables, industrial plug-in and screw connectors, cabling solutions, automation technology and technical accessories. Lapp Group’s core markets are in the mechanical and plant engineering and electronics manufacturing sectors, with rapid market expansion in the renewable energy, mobility and life science industries.
Lapp Group has remained in continuous family ownership since it was founded in 1959. In the 2009/10 financial year, it recorded total consolidated sales of 633 million euros. It employs some 2,800 people, operates 15 production sites and 40 sales companies and cooperates with approximately100 national partners worldwide. 
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