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Upward trend at Bayer continues in the third qu:rter

s (urrency- and portiolio-adjusted sales rise by 7 percent
¢ EBIT before special ifems triples
* Increased full-year forceasts for sales and underlying: ERIT

Leverkusen / November 25, 2004 — Bayer posted further growt in both sales and
carnings in the third quarter of 2004. This is particularly encoursging as the company
morc than offzct the effeets of the drop in sales of the anti-infective Cipro®, the sharp
risc in raw material costs and continuing adverse currency paritics. Sales of the Bayer
(sroup for the period July through Scptermber rosc by 3.4 percent to EUR 7,065
million, or by 7.3 pereent when adjusted for currency translations and portfolio
changes, This growth was mainly attributable to price ar.d volumr i increascs in Bayer’s
industrial busincsscs. The operating result (EBIT) improved considerably in the third
quarter, advancing by EUR 202 million to EUR 244 mil'ion, EBIT before special
items tripled to EUR 383 million, from EUR 125 million in the s:zme period last year.

"In light of the continuing uptrend in our business in the third quarter, we arc
mcreasing our full-ycar forecasts for sales and underlying EBIT, " said Bayer
Management Board Chairman Werner Wenning at the company's Fall Financial Nocws
Conferenee in Leverkusen. “We now cxpect sales for 2004 as a vhalc to grow by
about the same percentage as in the first three quarters,™ predicte. Wenning, adding
that Baygr had alrcady comfortably achicved its target of improv:ing underlying EBIT
by more than 10 percent compared with last vear. “EBIT before special iteme for the
first ninc months of 2004, at EUR 1.87 billion, cxceeded the full-vear 2003 figurc by
27.6 percent,” the Bayer CEO cxplained, and expreased optimisir: for the fourth
quarter: “Despric the continuing high level of raw material costs, we expect to report
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underlying EBIT well above the restated figure of BUR 42 millian for the last quartey
of 2003, T1c also reaffirmed the company’s goal for the full yeur 2004 of improving
carnings before interest, taxes, depreciation and amortization (EBTTDA) by morc than
10 pereent comparcd with last year.

All four subgroups achicved significant increases in EBIT in the third quaricr. EBIT of
Bayer ITcalthCarc rosc by 18.8 percent to EUR 266 million, des)ite an 8.4 percent
drop in salcs to TUR 2,070 million. The decline in sales was due primarily fo the
cxpiration of Bayer’s U.8. patent on Cipro®. In terms of carning:, however, this cffect
was morc than offsct by the favorable trends for Bayer’s ofher pharmaceutical
products, major ¢ost savings and a good performance in the Biological Products
Division.

Sales of the Bayer CropScicnee subgroup in the third quarter revaained stcady year on
year at EUR 1,124 million. As cxpected, EBIT of CropScicnce was negative for
scasonal reasons, but improved from minus TUR 130 million to minus EUR 96
million. The subgroup’s top products continued to deve op well in all arcas.

The largest increasc in sales was posted by Bayer MaterialScicn:c, which saw
busincss expand by 18.1 pereent to EUR 2,228 million. EBIT al:-o gained strongly,
posting a 164.4 pereent year-on-year increase to EUR 119 millicn. Wenning explained
that this pleasing performance was largely duc to good camings {rom polycarbonates
and polyurcthancs.

Lanxcss, too, madc significant advances in the fhird quarter. Sales increased by 4.6
pereent year on year to EUR 1,471 million, while EBIT improve:d by EUR 31 million
to minus EUR 4 miilion. Before special items, EBIT grew by EUR 64 million to plus
EUR 46 million. This turnaround was made possible not only by the cconomic
upswing, but also in particular by cost-containment mecasurcs.

In regional terms, the Bayer Group’s sales growth in the third quarter was founded
mainly on gratifying improvements in Burope, Asia and Latin Aneriea. Although
growth In (Germany was restrained, at 2 percent, business expanced by 8 pereent in
Europc a8 a whale.



Earnings impacted by numerous special items

Third-quartcr carnings were affected by numerous special items totaling minus EUR
139 million on aggregate (2003: minus EUR 83 million). Litiga: on-rclated cxpenscs
came to EUR 76 million, whilc a EUR 40 million charge was taien for cstablishing an
environmental provision for Lanxess. Other items included a EUR 36 million charge
for restructaring in the United Statcs in conmection with the stravsgic alliance with
Schering-Plongh, and CUR 18 miilion for the planned stock-ma:-ict listing of Lanxcss.
One-time income of TUR 39 millien arosc from the salc of 2 license in [TealthCarc.

The litigation-rclated expensces include a further EUR 31 millior. charge: taken in
conncction with Lipobay/Baycol. Wenning stressed that Bayer ix currcntly awarc of
fewey than 100 pending cases In the United Statcs that in the cors pany’s opinion hold
a potential for scttlement: “Considering that we have already reazhed scttlements in
2,893 cascs, this number shows just how far along we arc in the settlermcnt
ncgotiations.™ Howcver, Wenning said the company could not rv'c out the possibility
that additional cascs involving scrious side effects might come to its attention.

EBITDA was also boosted by the strong operating performance ‘n the third quarter,
increasing by 4.5 percent year on year to FUR £09 million, and by 12.1 percent to
EUR 928 million before special items. Group net income improved by EUR 157
rmillion from minus BUR 123 million to EUR 34 million.

Wenning highlighted the decisive progress madc on strategically rcaligning the Baycr
Ciroup. The docision to divest the conventional chemicals activiti»s and parts of the
polymcrs busincss was made only & year ago. Last waeek, the Extr-aordinary
Stockholders” Mecting approved the spin-off of the new compan;/ Lanxcss by an
overwhelming majority. It is intended to place Lanxess en the stook market in carly
.2005. Wenning said this would allow Bayer to concenirate on the imovation and
growth-driven health care, nutrition and high-tech matcrials busir 2sscs,

The Bayer CEO aiso said the company had made rapid advances 'vith the realipnment
of Baycr ITealthCare. In this connection he pointed to the acquisition of the Roche
non-preseription medicines business, which was approved by the [5.U. Commission
Just a few days ago. Wenning said the acquisition makes Bayer one of the world’s top
three supplicrs of over-the-counter products. “We have st oursclcs a clear roal: to
become the global number one supplicr of OTC medicines,” he se-d. The Baycr
Managcment Board Chairman also commented that the ri:focusing of the
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o Bales of C7,065m mcreased 3.4%, portivlio and Fx adjusted +7.3 4.
Volume +5.7%, prices +1.6%, currency -3.8%.

¢ Underlying EBIT ol C383m significantly increased yoy by C2581n (206.4%), driven by
MalerinlScience, HealthCare and Lanxess. Cost and efficiency prajects contributed C359m.

» Reported EBIT al C244m up [fom C42m, Net Speedal Tiems of - £139m inglude:
HealthCare: - C31m lor Bayeol and - C12m {or PPA liligation (see also chapler "Liligation
Rasks" in interim report), - C36m charge relating 1o the sirategic atiance with Schering-Plough
and C3%m gain [or sale of a license o Aleon.
CropScience: C12m gain from sale ol intelleciual properly in Bio%cience
Syslems: - C27m Fom an antitrust suil involving polyester polyols
Lanxess: - C40m [or establishing an environmental provision,
Reconciliation: - C18m (or the planned stock-market listing of Lanxess

s Reporied EBITDA al C809m up 4.5% with D&A at C555m,
Clean EBITDA at C928m up 12.1%.

* Non-operaling result up by C42m o - C190m.
* Net income improved by C157m 1o C34m (EPS C0.05).

* Gross cashilow up 22.2% 10 C700m. Increase th Working Capitr) due 1o higher selling and
raw malerial prices and expansion ol businesses, thus Net cashfleiv down by C534m 1o C654m.
CapEx down by 24.7% 1o C28%m.

» Net debt comparad W June 30, 2004 reduced by C388m (o C5,669.

HealthCare

Pharma/Biologicals local currency sales down 12%, mainly due o pient expiration of Cipro in
the US (Cipre down 53.9% to C149m), Positive performance of Avelix (Co64m, +24.1%), Cardio
Aspirm (C41m, +36.6%) and Trasylol (C48m, +44.4%). Kogenrate (C1442m, +3.6% compared 1o
sirong Q3°03). Levitra sales ¢-0-q gained C5m (o C45m. Underlying ESIT up 43.2% as lower Cipro
sales being compensated by other Pharma produsts, Kogenais and col savings.

Consumer Care/Diagnostics local currency sales advanced 5.9%. Alka-Sellzer developing nicely,
Agpirin franchise {incl. Pharnta) up 7.2% io C158m_ Sel[ Tesing driven by Ascensia (+7.5% to
{174m), Professional Testing by Advia Centaur (+15.3% 1o ¢107m). Underlying EBIT
improvemnent o['13.6% driven by continued strong momentumn in Diagnostics.

Animal Henrlth sales [lat y-o-y in local currencies. Underfying EBTT ;| C58m, +31.8% supporled
by real esiate sale o C&m. '

* all produc: related commenty and pereentages ave based on curveney adusted figures
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ropScicnec

Local currency adjusted sales growth of 3.9%. Fungicides +26% (maily driven by Asian Rust) and
Seed Treatment perlormed well and compensated sales decraase in Irsecticides and Herbicides.
Imidacloprid (+6.2%) benefting from increased use in seed treatmen!. Environmental Science down
3.2%. BioScience +6.3%, driven by Invigor GMO canola in Canada. Reporled EBIT improved by

26.2% 10 - €96m, underlying EBIT nearly [lat y-o-y.

MaierialScicnee

Strong portfolio and local eurrency adjusted sales growth ol 23.2%,. Tising demand in all regions,
especially strong in Asia. BBIT benefiting [fom increased capacity ut lization, cost savings and lower
D&A. Sirong performance in Materdals (+24% in local currencies) wth Polycarbonaies +24.1% and
H.C. Starck +41,6% driven by high demand. Underlying EBIT tmproved by C67m 1o C76m,
increased raw material cosis could be parly passed along 10 customers. Systems local eurrency sales
up 21.5%. Demand in MDI and Polyether siill high, driving Polyuretl-anes (+29.4%). TDI business
hampered by aversupply. Underlying EBIT improved by C22m 15 C70m.

Lanxess

Local emrrency adjusted sales up 7.5%, mainly driven by increased v umes and prices in
Engineering Plastics and volume increase in Basic Chemicals. All regions showing growth,
Asia/Pacilic notably strong. Underlving EBTT improved by Cé4m 1o (46m, beneliling also rom
lower D&A. Increased raw malerial cosls could be parlly passed alon; o customers.

Oullook

We are increasing our [ull-year brecasts for sales and under.ying EB.'T. We now expect FY'04 sales
1o grow by aboul the saime percentlage as in the [rat three quarters. Oz targel of improving
underlying EBIT by more than 10% compared with last year was already achieved in the [irst nine
months. EBIT belore special ileme Lor that period, at C1,870m, exceecled the FY'03 (ipure by 27,6%,
For the [burlth quarter, 100, we expect Lo report positive underlying EETT well above the level ol'the
same quarier ol last year despite the continuing high level ol raw matirial cosis. We also rea(Tirm ouwr
goal [or the [ull year 2004 of improving EBITDA by more than 10% compared with 2003.
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Bayer Investor Relationg eontacts:

Dr. Alexander Rosar (+49-214-30-81013)
Dr. Juergen Beunink (+49.214-30-65742)
Peter Dahlhoff (+49-214-30-33022)

Ute Krippendorf (+49-214-30-33021)

Tia Kiirten (+49-214-30-35426)

Judith Nestrmann (+49-214-30-66836)

Forward-lonking staiements

This nows releasc contuing forwsnd-looking stromonts bascd on current esswiptons and forecasw nade by Bayor
Chroyp/down mamagoment. Various known and unlmown rigks, uingerteir tics and ofier factors conld lead o matcrial
difforanees botwoen the actusl futey: wwalts. fmandial situstion, developmiont or po-formanee of the company and the
cgtimaten given horo. Thout fasur inglude thosc discussed in our publie roports fili:d with the Fraxkfurt Stock
Exchange and with the U.5. Scouritics and Exchmpe Cormmission (ineloding our F:om 20F). The commpany sssumcs no
lighility whatsucver to up/downdate thess forwsrd-looking statomoty or to conforn | them to future cvents or
doveiopmentz_



Pharmaceuticals Division is progressing well. Ilc said Raycer’s pharmaccutical alliance
with Schering-Flough is an important stcp towards positioning ti.c company as a
mcdium-sized supplicr in this sector. Over the medium term, Bayrer aims for its
pharmaccuticals busincss to achicve salcs and retums comparabl: to those of similarly
sized comypctitors.

"We arc on the right track, both strategically and operationally,” Werming
cmphasized, adding that the realignment of the portfolic would ¢ [low the Baycr Group

to optimally exploit its valuc cristion potential. “And we intend lo prove that in the
coming quarters.™

Leverkusen, November 25, 2004

Baver AG. Investor Relations contacts:

Dr. Alexander Rosar (+49-214-30-81013)
Dr. Jucrgen Beunink (+49-214-30-65742)
Pcter Dahlhoff (+49-214-30-33022)

Ute Knppendorf (+49-214-30-33021)

Nia Kisrten (+49-214-30-35426)

Judith Nestmann (+49-2 14-30-66836)

Forward-looking statementy

This nows relcuys vortrins forward-laoking stetamonts based on urront assumptions end forcgasts made by the
marsgomenty of Bayor A and LANXESS ACL Various known and unkr own risks, uncortuintics and other
factors could Tead o meterisl difforonocs betweon the actusal fiture rosulty, fimanuial <itustion, developmont or
porfurmance of Bayar AC or LANXESS AG and the cstimates given hore. Those fae tors include thoss discussod
in Baycr ACHs emnual and imtorim reports to fhe Framkfurt Stock Exchang, and in its roports filed with the U.S.
Scourities and Exchunge Comminsion (including its Form 20-F). Baywr ACG and LAM XESS AC asmume ne
Liability whatsocver o updute these furward-looking statemonts or to conform them 1. future ovents or
dovelupmots. ' ’
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our yesearch and development capacitics to the best of our atilitics and in a manner
suitable to a company of our size,” cxplained Wolfgang Plisc 1ke, 1Tead of Bayer
TTcalthCarc’s Pharmaccuticals Division, adding, “Thanks to uur new pharmaccutical
rcscarch and development sirategy and the recently signed agrecment with Schering-
Plough in the United States, we arc now on track to focus ou; business,™ he adds.

Activitics in the Wuppertal Rescarch Center arc conuentratec on the ficld of
Cardiovascular Risk Managcment in the indications coronary heart diseasc and
thrombosis, Pharma intends to systematically usc its many years of experience and
cxpertisc in the ficld of cardiovascular diseasc to continue decloping primary carc
products. At the same time, the Pharmaccuticals Divi sion wil: establish its own unit
for product-flanking rcscarch in Wuppertal. This unit. will havc the assignment of
cxploiting the potential of late-stage development candidates snd products that have
already been launched on the market, including what is know as life-cycle
management, 1.c. the further development of marketed drug p-oducts and the scicntific
asscesment of licensing projoets.

The Pharmaceuticals Division has sct up the Bayer Cancer Rescarch Center at its site
in West Tlaven, Conneeticut, whete it also conducts rascarch nto diabetes. Since
Qctaber 1, 2004, West TTaven has also been the home of Bayer’s new Oncology
Business Unit, which holds global responsibility for this field and is preparing the
market launch of BAY 43-9006, a promising development candidate for the treatment
of tumor disorders such ag advanced ronal cell carcinoma. Barver recently announced
that it mtcnds to concentrate on specialist drugs and biotech products, such as
Kogenate for the treatrment of homophilia, Trasylol, which is vsed during open-heart
surgery and Viadur, for the treatment of prostate cancer, in the United States. The
transfcr of the primary care business to Schering-Plough in the: United Statcs Ied to 4
reduction of approximatcly 1,800 staff in Marketing and Sales. The majority of these
staff have since reecived an offer from Schering-Plowgh.

Development projects in other therapeutic scgments such as arfi-infectives and
urology will be continued until the next development stage. Afterwards the company
will examine different options for creating the begt va'ne from *hesce projects -
possibly including out-licensing, New active substancs classes for the treatment of
viral and bactcrial infeetions or wrological disorders arc no lon;er on the rescarch
agenda, Bayer ITealthCare intends to cxploit the potential of its projects, technologics
and patents in anti-infectives rescarch to the greatest possible cxctent and is thercfore
Investigating the possibility of a spin-off.
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