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PRESS RELEASE

Clermont-Ferrand, France, July 23, 2018

COMPAGNIE GENERALE DES ETABLISSEMENTS MICHELIN
Financial Information for the Six Months Ended June 30, 2018

€917 million in net income, up 6%
€1,327 million in operating income from recurring activities, up €152 million or 11% at constant exchange rates
2018 guidance confirmed

» \Volumes up 2.6% in the second quarter and, as expected, stable over the first half due to unfavorable prior-year comparatives:
e Sustained strong growth in the Specialty businesses, led by the buoyant mining, agricultural and construction tire markets;
e Accelerating growth in 18" and larger Passenger car tire sales in the second quarter (up 14%);
e Passenger car and Truck tire OE sales growth in line with the markets;
e Focus on margins in the Passenger car and Truck replacement segments, in a persistently competitive market environment.

» €264 million positive impact from the net price-mix and raw materials costs effect, reflecting disciplined price management, market share
gains in 18" and larger Passenger car tires and a very good performance by the Specialty businesses.

» Unfavorable currency effect, totaling a negative €218 million.

» Faster external growth, in line with Group strategy, in the Specialty businesses (Fenner with conveyor belts activity and Camso acquisition
project), high-tech materials (Fenner) and market access (TBC joint venture with Sumitomo Corp.).

» Free cash flow before acquisitions in line with annual objectives, at a negative €79 million.

» Credit rating agencies have confirmed that the Group’s financial position remains robust after taking planned 2018 acquisitions into account.
Jean-Dominique Senard, Chief Executive Officer, said: “Thanks to the commitment of all its teams, Michelin not only rolled out a new,
closer to the customer organization during the first half of 2018, but also delivered a noteworthy €152 million improvement in operating
income at constant exchange rates. Deployment of the Group’s strategy will pick up speed in 2018, with the acquisition of Fenner, the

creation of a leading North American wholesaler in partnership with Sumitomo Corp., and the projected acquisition of Camso, which will
create the world leader in off-the-road mobility.”

Outlook

Over the second half of the year, replacement markets are expected to remain on an upward trend, regardless of prevailing winter weather
conditions. Demand for original equipment tires should remain strong in the Earthmover segment, but lose momentum in the Passenger
car and Truck segments. Sales of mining tires should also continue to enjoy strong growth.

For the full year, Michelin confirms its targets of volume growth in line with global market trends, operating income from recurring activities
exceeding the 2017 figure at constant exchange rates, and structural free cash flow of more than €1,100 million.
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First-Half 2018

First-Half 2017

Net sales 10,603 11,059
Operating income from recurring activities 1,327 1,393
Operating margin on recurring activities 12.5% 12.6%
Automotive & related distribution 11.5% 12.7%
Road transportation & related distribution 7.0% 7.3%
Specialty businesses & related distribution 22.0% 19.6%
Operating income/(loss) from non-recurring activities 23 27
Operating income 1,350 1,420
Net income 917 863
Earnings per share® (in €) 5.12 476
Capital expenditure 588 585
Net debt 3,753 1,685
Gearing 33% 16%
Employee benefit obligations 3,904 4,570
Free cash flow®@ (2,049) (305)
Employees on payroll® 113,600 112,800
(1) Attributable to shareholders of the Company.
(2) Free cash flow: net cash from operating activities less net cash from investing activities less net cash from other current financial assets, before distributions.
(3) At period-end.
MARKET REVIEW
Passenger car & light truck tires
Europe Europe Asia
First half 2018/2017 including excluding North Central  (Excluding South Africa/India/
(in number of tires) Russia & CIS*  Russia & CIS* America America India America Middle East Total
Original equipment +0% +0% -5% +2% +1% +11% +8% +1%
Replacement +4% +2% +1% +1% -1% +5% -1% +1%
Second quarter Europe Europe Asia
2018/2017 including excluding North Central  (Excluding South Africa/India/
(in number of tires) Russia & CIS*  Russia & CIS* America America India America Middle East Total
Premiere monte +3% +3% -5% +4% +5% +10% +10% +4%
Remplacement +7% +5% +3% +8% -1% +3% +0% +3%

*  Including Turkey.

In the first half of 2018, the global original equipment and replacement
Passenger car and Light truck tire market grew by 1% in number of
tires sold. It declined by 1% in the first quarter off of high prior-year
comparatives (reflecting the surge in buying in first-quarter 2017
ahead of the price hikes introduced by tiremakers), before turning
upwards and gaining 3% in the second quarter.

/ Original equipment

» In Western Europe, demand was stable over the first half, with
a 4% decline in the first quarter offset by a 3% rebound in the
second. The recovery underway in Eastern Europe is gaining
momentum quarter after quarter.

» In North America, the downward trend that began in second-half
2017 continued in the first six months of 2018, albeit at a slower
pace, with a 5% decline tracking the fall-off in automobile
production.

» Demand in Asia (excluding India) ended the first half up 1%
overall. It rose by 3% in China, reflecting a sharp 9% rebound in
the second quarter after a 3% contraction in the first. In the rest
of the region, markets softened over the first half, dragged down
by the decline in automobile production in Japan and South Korea.

» Markets in South America continued to expand at a robust pace
throughout the period, despite the region’s prevailing political
uncertainty.

/ Replacement

» The European replacement tire market expanded by 4% overall
year-on-year. After slipping 1% off of high prior-year comparatives
in the first quarter, demand in Western Europe rebounded in
the second quarter, rising 5% overall with strong gains in the
18-inch and over and all-season segments. Growth remained
firm throughout the first half in Eastern Europe, with a 16%
increase led by the robust Russian market. Budget imports are
continuing to pour into both Western and Eastern Europe at a
sustained pace.
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» In North America, growth varied from one quarter to the next,
with a high basis of comparison in first-quarter 2017 (lifted by
early buying ahead of tiremaker price increases) bringing the
first-quarter to -1%, followed by a stronger 3% gain in the
second quarter. Note as well that import sales rose significantly
over the first half, which also saw strong demand for tires with
high speed ratings.

» Demand in Asia (excluding India) ended the first half down 1%
overall. In China, the replacement tire market declined by 2% in
the first quarter, due to the surge in buying ahead of the price

Truck tires (radial and bias)

increases in the prior-year period, and then rebounded by 5%
in the second quarter. Demand in the rest of the region was
impacted by the 7% drops in the Japanese and South Korean
markets, which schrinks gains in Indonesia and Australia.

» The 5% increase in the South American market was led by the 7%

gains reported in both Brazil (despite a slowdown in the second
quarter due to trucker strikes) and Argentina. Note that import
sales continued to rise on the back of favorable exchange rates.

Europe Europe Asia
First half 2018/2017 including excluding North Central  (Excluding South Africa/India/
(in number of tires) Russia & CIS*  Russia & CIS* America America India America Middle East Total
Original equipment +3% +3% +16% -21% +2% +48% +17% +6%
Replacement +3% +2% +6% +3% 2% +4% -1% +0%
Second quarter Europe Europe Asia
2018/2017 including excluding North Central  (Excluding South Africa/India/
(in number of tires) Russia & CIS*  Russia & CIS* America America India America Middle East Total
Original equipment +1% -1% +13% -23% +4% +42% +8% +6%
Replacement +5% +6% +8% +4% -1% +2% -1% +2%

* Including Turkey.

Global demand for new original equipment and replacement Truck
tires rose by 2% in number of tires sold in the first six months of
2018, led by the solid 6% increase in OE markets, particularly in
North America and India.

/ Original equipment

» The Western European market expanded by 3%, buoyed by low
interest rates, sustained demand for freight services and renewed
truck sales in the recovering construction industry. Demand
remained buoyant in Eastern Europe, gaining 7% over the period.

» The North American market continued to expand rapidly, growing
16% over the period, as the booming US and Canadian economies
spurred freight demand.

» In Asia (excluding India), the 2% increase in the Chinese market,
against a backdrop of low inventory levels, was led by rising sales
of city buses and medium-haul rigid trucks, with the other Truck
tire segments (semi-trucks, trailers) declining in comparison with
the very high 22% growth reported a year earlier, at a time of
extensive fleet upgrades. The vibrant growth in Indonesian and
Thai demand was offset by market declines of 3% in Japan and
of 22% in South Korea as the local economies cooled.

» Demand in South America soared 48%, led by growth in Brazil
spurred by rising exports and a more dynamic economy that
offset the impact of trucker strikes in May.
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/ Replacement

» In the expanding Western European economy, demand rose by
2% during the first half, with a 2% decline in the first quarter
caused by the lofty basis of comparison (stemming from the
massive buildup of dealer inventory in first-quarter 2017 ahead
of the announced tiremaker price increases) and a vigorous 6%
gain in the second quarter, driven by the more favorable basis of
comparison (as sell-in markets cooled substantially in second-quarter
2017 after the steep first-quarter inventory buildup). Demand
remained robust in Eastern Europe, rising 6% over the period.

» The North American market rose by a strong 6% as the trucking
industry benefited from the sustained economic expansion.

» Demand for replacement radial and bias tires in Asia (excluding
India) was down by 2% over the first half. The Chinese market
contracted by 3% over the period, but rose by 1% in the second
quarter off of more favorable comparatives. In Southeast Asia,
where the market declined by 1% overall, the weaker economic
environment weighed on demand in Japan (down 10%) and
South Korea (down 10%). Demand was robust in the other
ASEAN countries, with the exception of Thailand, where the
market retreated 5%.

» Demand for replacement radial and bias tires in South America
increased by a solid 4% over the first half, especially in Argentina
and Brazil, despite a slowdown in the second quarter due to
strikes by Brazilian truckers.



Specialty tires

» Mining tires: the mining tire market pursued its vibrant recovery
that began in late 2016, when inventory drawdowns came to
an end among international mining companies, oil companies
and regional mines.

» Agricultural and construction tires: On the agricultural
segment, OE markets remained robust, while replacement
demand showed signs of an upturn. Demand for construction
equipment tires remained firm, except in South America, Eastern
Europe and Australia. The industrial Truck tire segment declined
from prior-year levels, which were boosted by early buying ahead
of price increases.

FIRST-HALF 2018 NET SALES AND EARNINGS

Net sales

» Net sales stood at €10,603 million for the period, down 4.1%
from first-half 2017 due to the combined impact of the following
factors:

» neutral impact from volumes (€14 million) and a €66 million
decrease from changes in the scope of consolidation (mainly the
deconsolidation of TCi following the creation of the TBC joint
venture with Sumitomo Corp);

» a €331 million (3.0%) increase from the highly favorable price-mix
effect (adding 3.4% to growth in the first quarter and 2.6%
in the second). Prices added €254 million, from the full-year
impact of the price increases introduced in 2017 in non-indexed
businesses to offset the impact of higher raw materials costs,
plus price adjustments in the businesses subject to raw materials
indexation clauses. The positive mix effect totaled €77 million,
reflecting the still highly positive product mix and the favorable
impact of the rebound in the mining tire business;

» a €735 million decrease from the unfavorable currency effect,
primarily stemming from the US dollar.

Net financial position

PRESS RELEASE
Press release

» Two-wheel tires: dampened by weather conditions early in the
first half, the motorcycle tire markets saw a rebound in demand for
both motorcycle and scooter tires late in the period in Europe, and
a decline in North America. Demand in the commuting segment
continued to trend upwards in the new markets.

» Aircraft tires: led by the increase in passenger traffic, commercial
aircraft tire markets continued to grow, with stronger gains in
the radial segment.

Results

Consolidated operating income from recurring activities
amounted to €1,327 million or 12.5% of net sales, compared with
€1,393 million and 12.6% in first-half 2017. The €23 million in net
operating income from non-recurring activities primarily corresponded
to the proceeds from the deconsolidation of the TCi network.

Operating income from recurring activities reflected (i) a slight
€43 million decrease from the volume performance; (i) a robust
€331 million increase from the price-mix effect thanks to disciplined
price management; and (iii) the adverse €67 million impact from
raw materials costs. The €124 million increase in costs was partially
offset by €82 million in competitiveness gains. Other factors, in
the amount of a negative €27 million, corresponded primarily to
the €16 million increase in depreciation and amortization charges.
Lastly, the highly unfavorable currency effect trimmed €218 million
from the reported figure.

In all, net income for the period came to €917 million, an
increase of 6%.

Free cash flow ended the first half at a negative €2,049 million, a €1,744 million decline resulting from the acquisitions of Fenner and
A.T.U and from the creation of the TBC joint venture with Sumitomo Corp. Based on this free cash flow, less the payment of €637 million
in dividends and the €75 million in share buybacks, consolidated gearing stands at 33%, corresponding to net debt of €3,753 million.

Segment information

On January 1, 2018, Michelin introduced a new business organization, which has led to the following changes in the reporting segments:

» Replacement light truck tires have been transferred from the Automotive segment (formerly Passenger car and Light truck tires) to the

Road Transportation segment (formerly Truck tires).

» Construction truck tires have been transferred from the Road Transportation reporting segment to the Specialty businesses segment.

Operating income from Operating margin on

Net sales recurring activities recurring activities
(in € millions) H12018 H12018 H12018 H12017
Automotive & related distribution 5,607 6,009 646 764 11.5% 12.7%
Road transportation & related distribution 2,782 2,928 195 214 7.0% 7.3%
Specialty businesses & related distribution 2,214 2,122 486 415 22.0% 19.6%
GROUP 10,603 11,059 1,327 1,393 12.5% 12.6%

MICHELIN - FIRST-HALF 2018 FINANCIAL REPORT 7
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/ Automotive & related distribution

Net sales in the Automotive and related distribution segment
declined by 6.7% to €5,607 million, from €6,009 million in the
first six months of 2017.

Operating income from recurring activities amounted to €646 million
or 11.5% of net sales, compared with €764 million and 12.7%
a year earlier.

Most of the margin erosion resulted from adverse exchange rate
movements. Disciplined price management with a priority focus on
margins and market share gains in the 18-inch and larger segment
helped to deliver a very strong price-mix effect, which offset the
increase in raw materials costs and the 2% decline in volumes, which
was attenuated by the rebound in the second quarter. Initial results
from the latest product launches, such as the MICHELIN Primacy 4,
the BF Goodrich KM3 in the mid-range, and the Alpin 6 and the
MICHELIN X Ice North 4, have been extremely encouraging.

/ Road transportation & related distribution

Net sales in the Road Transportation and related distribution segment
amounted to €2,782 million in the first half of 2018, a 5.0 % decline
from the €2,928 million reported a year earlier.

FIRST-HALF 2018 HIGHLIGHTS

» Michelin and Sumitomo Corporation create the second largest
tire wholesaler in the United States and Mexico by folding
their wholesale and retail operations into a 50/50 joint venture
(January 3, 2018).

» Successful non-dilutive convertible 2023 bond issue from Michelin
(January 5, 2018).

» Commercial launch of the MICHELIN Primacy 4 (January 2018).

» Mobivia, the European leader in multi-brand vehicle servicing
and parts, has joined forces with Michelin to expand its A.T.U
chain in Germany, Switzerland and Austria by selling the Group
a 20% stake in the network (February 12, 2018).

» Implementation of a partial share buyback management agreement
(February 14, 2018).

» Launch of the MICHELIN Agilis CrossClimate light truck and van
tire (February 22, 2018).

» The MICHELIN Road 5 high-tech Sport Touring tire (February 22, 2018).

» CFAO and Michelin team up to market high-quality tires in Kenya
and Uganda (March 21, 2018).

» MICHELIN's, MyBestRoute app wins the SITL Technologies and
Information Systems innovation award (March 22, 2018).

» MICHELIN X Multi Energy tire fuel saving for regional transport
(April 10, 2018).
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Operating income from recurring activities amounted to €195 million
or 7.0% of net sales, compared with €214 million and 7.3% in
first-half 2017.

The change in income primarily reflected the highly favorable price
effect that offset the contraction in volumes (which ended the first
half down 1% despite the rebound in the second quarter) and the
adverse impact of the negative currency effect. New products and
services continued to be introduced over the period, which was
shaped by the success of the BFGoodrich lines in Europe and of the
MICHELIN Agilis CrossClimate light truck and van tires.

/ Specialty businesses & related distribution

Net sales by the Specialty businesses stood at €2,214 million for
the period, compared with €2,122 million a year earlier, or a 4.3%
growth.

Operating income from recurring activities amounted to €486 million
or 22.0% of net sales, compared with €415 million and 19.6% in
first-half 2017.

The improvement in income corresponded to the robust 7% growth
in volumes, led by the sustained rebound in demand for the Group’s
mining tires, the solid performance of the other businesses, and a
strong price effect with the higher raw materials costs passed on
to customers in 2017. These two factors amply offset the negative
impact of unfavorable exchange rate movements.

» Jean Dominigue Senard’s succession plan: given that the Chief
Executive Officer's term of office will expire at the close of the
2019 Annual Meeting, shareholders at the May 18, 2018 Annual
Meeting elected Florent Menegaux as General Managing Partner
and Yves Chapot as Managing Partner.

» Total and Michelin join forces to launch an ambitious worldwide
road safety education program (May 30, 2018).

» Acquisition of Fenner PLC, a world leader in conveyor belt solutions
and reinforced polymer products (May 31, 2018).

» In 2048, MICHELIN tires will be made using 80% sustainable
materials and 100% of tires will be recycled (May 31, 2018).

» MOVIN'ON - Engaged, innovative leaders and executives will
convene at the second edition of the global summit for sustainable
mobility in Montreal (June 1, 2018).

» Michelin and Maxion Wheels receive a 2018 CLEPA Innovation
Award for the ACORUS Flexible Wheel (June 18, 2018).

» MICHELIN Track Connect, the first fully connected solution for
sport car tires, wins the 2018 Creative Prize at the Tire Cologne
trade fair June 18, 2018).

» First edition of the MICHELIN guide Guangzhou (June 26, 2018).

A full description of first-half 2018 highlights may be found on the
Michelin website: http://www.michelin.com/eng
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Presentation and conference call

First-half 2018 results will be reviewed with analysts and investors during a presentation today, Monday, July 23, at 6:30 p.m. CEST. The
event will be in English, with simultaneous interpreting in French.

Webcast

The presentation will be webcast live on www.michelin.com/eng

Conference call

Please dial-in on one of the following numbers from 6:20 p.m. CEST:
» In France: 01 72 72 74 44 (French)

» In France: 01 72 72 74 46 (English)

» In the United Kingdom: +44 (0) 203 009 2455 (English)

» In North America: (+1) 646 722 4912 (English)

» From anywhere else: +44 (0) 203 009 2455 (English)

The presentation of financial information for the six months ended June 30, 2018 (press release, presentation, interim financial report) may
also be viewed at http:/Awww.michelin.com/eng, along with practical information concerning the conference call.

Investor calendar

» Financial information for the nine months ended September 30, 2018 Monday, October 22, 2018 after close of trading

Investor Relations Media Relations

Edouard de Peufeilhoux Corinne Meutey
+33(0)473327447 +33(0) 178 76 45 27

+33(0) 689 71 93 73 (cell) +33(0) 6 08 00 13 85 (cell)
edouard.de-peufeilhoux@michelin.com corinne.meutey@michelin.com
Matthieu Dewavrin Individual Shareholders
+33(0)473321802 Isabelle Maizaud-Aucouturier
+33(0) 671 14 17 05 (cell) +33(0)4 7398 59 27

matthieu.dewavrin@michelin.com isabelle.maizaud-aucouturier@michelin.com

Humbert de Feydeau

+33(0)4 73 32 68 39

+33(0) 6 82 22 39 78 (cell)
humbert.de-feydeau@michelin.com

Disclaimer

This press release is not an offer to purchase or a solicitation to recommend the purchase of Michelin shares. To obtain more detailed

information on Michelin, please consult the documents filed in France with Autorité des Marchés Financiers, which are also available
from the www.michelin.com/eng website.

This press release may contain a number of forward-looking statements. Although the Company believes that these statements are
based on reasonable assumptions as at the time of publishing this document, they are by nature subject to risks and contingencies liable
to translate into a difference between actual data and the forecasts made or inferred by these statements.
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H1 operating income up 11% excluding the currency effect
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H1 operating income up 11% excluding the currency effect

2

tiwt!%

Lis- !
‘- !
98 6 !
LE !
m 1'0-
m.r m.N m 6 ‘
“ o’z . 8z
m 6'v  0‘s
8102 1102 8102 1102
20 1D O € T o | O D vO €O 20 D
1098 Aoualing | XIW-291d

8102 ‘€2 AInr — s}nsay 8102 JIeH-IsId N

€'e

€L
8102 1102
20 O YO €O O LD
SawIN|oA

(% u1)
abueyo AOA Y

xiw-229ud ybBiy [|13S pue SaWn|OA ul punoqgaJ :Zo

MICHELIN - FIRST-HALF 2018 FINANCIAL REPORT

18



2

SLIDESHOW

H1 operating income up 11% excluding the currency effect

109440 Aoualino
s-z\\ﬂmz\\.w hg. ay} Buipnjoxe 8102 ‘€Z AInF — snsay 8102 JIeH-siId w
awooul bupelado

810Z LH 8107 LH L10Z LH

IIIIIIIIIIIIIIIIIIII

8G+ :sassauisnq |
paxapul yaiym jo

m y9Z+ |
YT “
m Xiw Mo Sleusjeul m
IXIW-921d mey !
109)8 Aouaiiny m m SOUINIOA
LZE} R g | 19 |
el T e o eee'l
JBylo m uoneju] d m“ m
_ € “ ssauaAljedwo):! m "
| i LEC+ “
I AN z8+
%L+ 10 wggL3dn |

‘
(suoypw 3 u) S9I)IAIROE BulInNdal woly swooul Bunjesado ul sbueyd AOA ¥

sojes abueyosxa juejsuod je 9L 10 WZsSLd
dn ‘saniAnoe Bulansaa wodj awosul bunijesado ur WLZE LD

19

MICHELIN - FIRST-HALF 2018 FINANCIAL REPORT



TN S

uonnqiisip pajejal @
saljjeloadsg

€Sy

uonnquisip pajejal g S __~- & l

uolnjeyodsueu) peoy

¢Sy
RO ]
X
xv»Oﬁ \/
N 7
uolnquisip pajejal g ~N—
aAlowolny
ISy 19)3)9q

SI92UWOo)SND 9AI9S 0)

uonjeziuebio moaN sjonpoad Bulisjsues)

8102 ‘€2 AInr — s}Nsay 8102 JIeH-IsaId m

uonnquisip pajelel puy,

saljjeldadg

€Sy

uonnqu}sIp pajejal g
sadI} yonip

¢Sy

uonnquysip pajejal g
sall} yon43 b1
pue Jed Jabuassed

ISy

uoneziuebio Jaw.io

uoijeziuebio J9W0)SnI-3Y}-0}-9S0|d Mau Y

H1 operating income up 11% excluding the currency effect

SLIDESHOW

2

MICHELIN - FIRST-HALF 2018 FINANCIAL REPORT

20



2

SLIDESHOW

H1 operating income up 11% excluding the currency effect

NITIHIIN \\Jém\

uonezjuebio MaN,, -Saiiaoe bullindal woiH,

sid6°0 -

SEYIE)
Aoua.ind m/Q

sydzL-
%GL-
%/ -

abueyn

8102 ‘€2 AInr — s}nsay 8102 JleH-IsaId c F

So.1} JoJUIM Ul

 UHON 89| X NITIHOIW 8y} pue 9 uidlyy NITIHDIIN U} pue gAY Youpoos 49
‘v Aoewlld NITIHODIN :steuunu Big yum sayoune| 1onpold Buisiwoud AlybiH

%€ AQ So|BS Jou saonpal uolepljosuodap 19|
%] L dn Sawn|OA YjIm g2 Ul suleb aleys joxle

Juswbas 9|5 8y}

ul Apenoiued ‘quaswuoldiaua aAnnadwod Alybiy e ul psulejuiew Buoud |y w4

%lCl
v9.
6009

«xL10C LH

“19)Jew JO Buipuedxe ue ul paulejulew suonisod
ZD Ul SBWN|OA Ul YIMOoID)

%G LL Luibiew Bunesadp @
979 Lowooul bunesadp
L09°S sa|es jJou Sy
8L0c IH ('suoljjiw 3 ui)

sjusawaaow Asuaiind

9SJI9ApPE JO 9Ok) 9y} Ul @adue)sisal C_W._NE PIIOS : 1171 ® Od

21

MICHELIN - FIRST-HALF 2018 FINANCIAL REPORT



H1 operating income up 11% excluding the currency effect

SLIDESHOW

2

!hﬂ”t“h% 8102 ‘€Z AInF — sUNSaY 8102 JeH-1sid FF
00IXaJ\ ‘uoa uljosfoud jue|d ayj Jo uoneuswaldwi Jejseq —

Ayoedeo uononpoud Buiubije Aq ajqissod spew ‘wnjuawow ymmolb pauieisng
%% L+ 2O Ul ymoib swnjoA puelg ulldydiN 812

pueId NITIHOIN 8y} jo uoneindau
ay1 yum aull ul Buiuonisod aoud :eouewiopad 1onpold sy pue pueld NITIHDIN @Yl NjeA oym Siawoisn)

8102 LH 102 910¢ 11114

pueig NIT3HOIIN

]oyJeWl SpPIMPIJIOAA
% 6+
% €L+

%
% L1+ Gl+

. . 2| %61+ % 0Z+

(1 Ul sejes pue sjun ul s}eyiew ‘ebueyos AOA)
ssles ail} g1 ul ymoio ¥

|

LIINNOI MIOVYHL NITIHIIN

juswbas wniwaid ayj ul dn-aulij
S Ul9YydIAl Jo 1omod 3aYyj) saziuboosaua jJayiew aYyj :saul) 8L3

MICHELIN - FIRST-HALF 2018 FINANCIAL REPORT

22



2

SLIDESHOW

H1 operating income up 11% excluding the currency effect

8£Z090.} - UlIBYOIN © - £10Z/0L - SIusjuoD 11 :Aq pajesid "700 0007053 4o [endeo yim saseys Aq pajiwi diysieuped *20G 00Z GG8 "OU ‘PUBLIS JUOWLIBID Ul PaId)siBal ‘UlBYIIN dIN 810Z/10 — uoiedliqnd JO 81ep 8U} JO Se PlleA UojewIoju|

JE0I0€Y JO3 JojedIpul Jea\ peai L 1o} uoe|nBas ueadoinz o) Buipiodoe Jojedipul Jeam peal} 8y} Jo Yidap sy} 0} (PaYNJ) SUIYOBW B UO UIOM SUBSW WO "OAT L00L YZNVHNL INOLSIOAIEE UM Jopealjuiol st 4 AOVYININ NITIHOIN

‘WOM "3NTE Zd OLVENLINIO IT134Id ‘FONVINHOAYTd dI¥O INJIDI443 HVIAQO0D ‘ISNOdSIHNTE dOINNA ‘S LOVINOD WNINTH TVLNINILNOD ‘OAT LOOL VZNVHENL INOLSIOAIYE :soul Jopaduwiod Buimooy ay) jo abelane sy

snsiaA  AOVINIEA NITIHDIN mc_‘_murcou 1 09D MA U0 AL6 91Y §G/G0¢ uolsuawlip uo N_\ON \A__‘:, pue aunp usamiaq .Hmmj_uw‘_ S,ullBydI uo ,mo_?_ww NUJUO._Q DDw >DH \AQ pajonpuod ,:Qx 0¢ pue Qg usamiaq ,Hmmﬂ mc_v_m‘_n BM Amv

‘wwg9 je \€>w©r_o_ pajewiiss pue unJ wy OO0,0_\ yim

(05Q ¥s@} uleyoIN) dbesn |eas abesoAe ul unijse} AnebuoT 3NTE Ld OLVENLINIO I113dId ‘FONVINYOSHId dI¥D LNIII443 ¥VYIACOO0D ‘ISNOLSIHNTE JOINNA ‘G LOVINOD WNINTHd TVLNINILNOD ‘OAT LOOL VZNVHENL INOLSIDAINE
:sa.1} Joyadwod Buimoj|oy ay} jo abelane ay) snsieA ¥ ADVINIYd NITIHDIN Buledwod / o9 MA U0 AL6 91H GG/G0Z UoIsudwIp uo ‘210z AInp pue aunp ussmiaq ‘)sanbal s,uljydliy uo ‘Y3 1IN 1STL VHMIA Ag pejonpuod isa] (z)

'J£040€Y D3 J0jedIpu| Jeap) peal] Joj uole|nbal

ueadoin3 0} Buipioooe Jojedipul Jeam peal) 8y} Jo yidap ay) 0} (payng) auiyoew e uo UIom sueaw UIOAA ‘ploysalyy dub jam uonenbas ueadoing /| LY 8y} papaaoxa 4 ADVINIYd NITIHDIN AL6 91 SS/S0Z 9U} ‘UIOM Jo mau Jayidypa (1

proysaiyy dub 1om uonenbas ueadosn3 £ 1LY Y1 IA0GE S| & ADVIWING NITIHDIW 'AL6 9LY $5/S0Z UO “(Lndap peas) Wil Z SULIL LIOM) UIOA PUR MIN

T AD 2V /os
NI 7F D2

abege,
Biane uo SJomedwos

() NHOM NIHN DNIXNVHE LINN

r ADVIWIEd NI'TIHOI

(2) HIDNOTSLSVT

WUIOM UIYM 3jes ‘mau uaym ajes :p Aoeuwid uljlaysin

23

MICHELIN - FIRST-HALF 2018 FINANCIAL REPORT



H1 operating income up 11% excluding the currency effect
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SLIDESHOW
H1 operating income up 11% excluding the currency effect

Successful launch of the MICHELIN AGILIS CrossClimate
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H1 operating income up 11% excluding the currency effect
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Cash Utilization To Enhance Value Creation
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Cash Utilization To Enhance Value Creation
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3 FIRST-HALF BUSINESS REVIEW
Tire Markets

3.1 TIRE MARKETS

In the first six months of 2018, global Passenger car/Light truck
and Truck tire markets experienced moderate growth overall, with
declines in the first quarter off of very high prior-year comparatives
(reflecting dealer inventory buildup ahead of the price increases
introduced in response to the surge in raw materials costs in 2017),
followed by a more robust second quarter thanks to more favorable
comparatives in a generally buoyant economic environment. The
specialty tire markets maintained their strong momentum, led by
the mining businesses.

3.1.1 PASSENGER CAR AND LIGHT TRUCK TIRE MARKETS

Methodological note: Tire market estimates reflect sell-in (sales from
manufacturers to dealers) data published by local tiremaker associations,
plus Michelin's own estimates of sales by tire manufacturers that do
not belong to any association. These estimates are based primarily
on import-export statistics and are expressed in the number of tires
sold. They are regularly adjusted and may be updated following
their initial publication.

In the first half of 2018, the global original equipment and replacement Passenger car and Light truck tire market grew by 1% in number
of tires sold. It declined by 1% in the first quarter off of high prior-year comparatives (reflecting the surge in buying in first-quarter 2017
ahead of the price hikes introduced by most tiremakers), before turning upwards and gaining 3% in the second quarter.

THE GLOBAL PASSENGER CAR AND LIGHT TRUCK TIRE MARKET, FIRST-HALF 2018 VS. FIRST-HALF 2017

Original Equipment
M Replacement

+11%

+5%

+4%

+2%
0% I +1% K% +1% I
° - -

|
-1%
-5%
Europe North Central Asia South
(incl. Russia  America America (excluding America
and Turkey) India)

Michelin estimates.
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3.1.1a) Original equipment

FIRST-HALF BUSINESS REVIEW
Tire Markets

Global demand for original equipment Passenger car and Light truck tires rose by 1% in number of tires sold in first-half 2018. Markets
continued to enjoy sustained growth in the emerging economies, leveled off yet remained robust in Europe, and fell back in North America,

Japan and South Korea.

Passenger car and Light truck tire markets Second First
Original equipment First half 2018 quarter 2018 quarter 2018
(in millions of tires) First half 2018 Firsthalf2017 BEZXLENCENTOYEN % change YoY % change YoY
Europe® 54.9 54.8 +0% +3% -3%
North America® 33.1 34.8 -5% -5% -5%
Central America 9.6 9.4 +2% +4% +0%
South America 8.5 7.7 +11% +10% +12%
Asia (excluding India) 104.7 103.3 +1% +5% 2%
Africa/India/Middle East 18.9 17.4 +8% +10% +7%
TOTAL 229.6 227.4 +1% +4% -2%

(1) Including Russia and Turkey.
(2) United States and Canada.

Michelin estimates.

In Western Europe, demand was stable over the first half, with
a 4% decline in the first quarter offset by a 3% rebound in the
second. The recovery underway in Eastern Europe is gaining
momentum quarter after quarter.

THE OE PASSENGER CAR AND
LIGHT TRUCK MARKET IN EUROPE

(in millions of tires — moving 12 months — excluding Russia)
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Michelin estimates.

In North America, the downward trend that began in second-half
2017 continued in the first six months of 2018, albeit at a slower
pace, with a 5% decline tracking the fall-off in automobile
production.

THE OE PASSENGER CAR AND
LIGHT TRUCK MARKET IN NORTH AMERICA

(in millions of tires — moving 12 months)
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Michelin estimates.

Demand in Asia (excluding India) ended the first half up 1% overall. It rose by 3% in China, reflecting a sharp 9% rebound in the second
quarter after a 3% contraction in the first. In the rest of the region, markets softened over the first half, dragged down by the decline in

automobile production in Japan and South Korea.

In Central America, demand rose by 2% in the first half of the year.

Markets in South America continued to expand at a robust pace throughout the period, despite the region’s prevailing political uncertainty.

In the Africa/India/Middle East region, demand rose by 8% overall, led by growth in vehicle sales in the expanding Indian economy. In
Africa and the Middle East, carmakers are suffering from the commodity market environment and geopolitical conditions.
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FIRST-HALF BUSINESS REVIEW
Tire Markets

3

3.1.1b) Replacement

The worldwide replacement Passenger car and Light truck tire market ended the first half up 1%. After a first quarter impacted by a high
basis of comparison (stemming from the surge in buying in first-quarter 2017 ahead of the price hikes introduced by tiremakers), demand
rebounded in the second quarter. The size mix is continuing to improve, while budget brand sales enjoyed stronger growth in Europe,
North America and South America.

Passenger car and Light truck tire markets Second First
Replacement First half 2018 quarter 2018 quarter 2018
(in millions of tires) First half 2018 Firsthalf2017 RBEZXGELLIENTO@M % change YoY % change YoY
Europe® 185.1 178.1 +4% +6% +2%
North America® 127.0 125.7 +1% +3% -1%
Central America 18.7 18.5 +1% +8% -5%
South America 345 32.8 +5% +3% +7%
Asia (excluding India) 133.9 135.8 -1% -1% 2%
Africa/India/Middle East 53.4 54.0 -1% +0% -3%
TOTAL 552.5 545.0 +1% +3% -0%
(1) Including Russia and Turkey.
(2) United States and Canada.
Michelin estimates.
The European replacement tire market expanded by 4% overall THE REPLACEMENT PASSENGER CAR
year-on-year. AND LIGHT TRUCK TIRE MARKET IN EUROPE
After slipping 1% off of high prior-year comparatives in the first (in millions of tires — moving 12 months — excluding Russia)
quarter, demand in Western Europe rebounded in the second 320
quarter, rising 5% overall with strong gains in the 18-inch and over 310
and all-season segments.
Growth remained firm throughout the first half in Eastern Europe, 300
with a 16% increase led by the robust Russian market. Budget 290
imports are continuing to pour into both Western and Eastern 580
Europe at a sustained pace.
. . . 270
The main country markets rose or declined as follows during the
first half; 260
Passenger car and Light truck tires — Change vs. 250
Replacement 2017 240
Western Europe 2% 230
» France 7% 220
» Spain 3% 2015 2016 2017 2018
> Italy e Michelin estimates.
» United Kingdom -0%
» Germany 4%
» Poland -1%
» Turkey 6%
Eastern Europe 16%
» Russia 19%
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In North America, growth varied from one quarter to the next,
with a high basis of comparison in first-quarter 2017 (lifted by early
buying ahead of tiremaker price increases) holding the first-quarter
decrease to 1%, followed by a strong 3% gain in the second quarter.
Note as well that import sales rose significantly over the first half,
which also saw strong demand for tires with high speed ratings.

THE REPLACEMENT PASSENGER CAR AND
LIGHT TRUCK TIRE MARKET IN NORTH AMERICA

(in millions of tires — moving 12 months)
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Michelin estimates.

3.1.2 TRUCK TIRE MARKETS

FIRST-HALF BUSINESS REVIEW
Tire Markets

Demand in Asia (excluding India) ended the first half down 1%
overall. In China, the replacement tire market declined by 2% in
the first-quarter, due to the surge in buying ahead of price increases
in the prior-year period, and then rebounded by 5% in the second
quarter. Demand in the rest of the region was impacted by the 7%
drops in the Japanese and South Korean markets, which offset gains
in Indonesia and Australia.

In Central America, overall demand rose by 1% even as the
Mexican market declined by 1%, with a rebound in the second
quarter offsetting a first-quarter contraction that reflected the
comparison with a first-quarter 2017 lifted by early buying ahead
of price increases.

The 5% increase in the South American market was led by the 7%
gains reported in both Brazil (despite a slowdown in the second-
quarter due to trucker strikes) and Argentina. Note that import
sales continued to rise on the back of favorable exchange rates.

In the Africa/India/Middle East region, demand contracted by 1%
over the first half, reflecting the adverse impact of the challenging
economic and geopolitical environment in Africa and the Middle East.

Global demand for new original equipment and replacement Truck tires rose by 2% in number of tires sold in the first-six-months of 2018,
led by the solid 6% increase in OE markets, particularly in North America and India.

THE GLOBAL TRUCK TIRE MARKET, FIRST-HALF 2018 VS. FIRST-HALF 2017

Original Equipment
B Replacement

+48%
+16%
+3% +3% +6% +3%  42% +4%
- [ | - — ||
-2%
-21%
Europe North Central Asia South

(incl. Russia ~ America America (excluding America
and Turkey) India)

Michelin estimates — New tires, radial and bias.

+17%
+6%
_ +0%
-1%
Africa, Total
India and
Middle East
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3 FIRST-HALF BUSINESS REVIEW
Tire Markets

3.1.2a) Original equipment

The worldwide market for original equipment Truck tires rose by a sharp 6%, led by North America and India, with European demand
maintaining its robust momentum in a buoyant economic environment.

Truck tire markets* Second First
Original equipment First half 2018 quarter 2018 quarter 2018
(in millions of tires) First half 2018 Firsthalf2017 BEZXGERCINTO@M % change YoY % change YoY
Europe® 3.7 3.6 +3% +1% +6%
North America® 3.3 29 +16% +13% +20%
Central America 0.1 0.1 -21% -23% -19%
South America 0.7 0.5 +48% +42% +55%
Asia (excluding India) 14.8 14.5 +2% +4% -0%
Africa/India/Middle East 2.9 2.5 +17% +8% +23%
TOTAL 25.5 24.0 +6% +6% +7%

*  Radial and bias.
(1) Including Russia and Turkey.
(2) United States and Canada.

The Western European market expanded by 3%, buoyed by low
interest rates, sustained demand for freight services and renewed
truck sales in the recovering construction industry. Demand remained
buoyant in Eastern Europe, gaining 7% over the period.

THE OE TRUCK TIRE MARKET IN EUROPE

(in millions of new tires — moving 12 months — excluding Russia)
7

.

1
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Michelin estimates.

The North American market continued to expand rapidly, growing
16% over the period, as the booming US and Canadian economies
spurred freight demand.

THE OE TRUCK TIRE MARKET IN NORTH AMERICA

(in millions of new tires — moving 12 months)
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Michelin estimates.

In Asia (excluding India), the 2% increase in the Chinese market, against a backdrop of low inventory levels, was led by rising sales of
city buses and medium-haul rigid trucks, with the other Truck tire segments (semi-trucks, trailers) declining in comparison with the very
high 22% growth reported a year earlier, at a time of extensive fleet upgrades. The vibrant growth in Indonesian and Thai demand was
offset by market declines of 3% in Japan and of 22% in South Korea as the local economies cooled.

In Central America, the Mexican market plummeted 21%.

Demand in South America soared 48%, led by growth in Brazil spurred by rising exports and a more dynamic economy that offset the

impact of trucker strikes in May.

In the Africa/India/Middle East region, demand climbed 17% on the back of robust growth in India, whose economy continues to
rebound in the wake of the currency and tax reforms introduced by the government in the second half of 2016.
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FIRST-HALF BUSINESS REVIEW
Tire Markets

3.1.2b) Replacement

The global market for replacement Truck tires was unchanged over the period, with a first quarter down 1% as demand waned from the
levels reached in first-quarter 2017 on early buying ahead of price increases, and a second quarter up 2% on the rebound.

Truck tire markets* Second First
Replacement First half 2018 quarter 2018 quarter 2018
(in millions of tires) First half 2018 Firsthalf2017 REEZXGERLINTO@EM % change YoY % change YoY
Europe® 12.0 11.6 +3% +5% +1%
North America® 10.6 10.0 +6% +8% +4%
Central America 2.9 2.8 +3% +4% +1%
South America 6.4 6.2 +4% +2% +7%
Asia (excluding India) 35.8 36.7 -2% -1% -4%
Africa/India/Middle East 15.8 15.9 -1% -1% -1%
TOTAL 83.5 83.2 +0% +2% -1%
*  Radial and bias.
(1) Including Russia and Turkey.
(2) United States and Canada.
In the expanding Western European economy, demand rose by 2% The North American market rose by a strong 6% as the trucking
during the first half, with a 2% decline in the first-quarter caused by industry benefited from the sustained economic expansion.

the lofty basis of comparison (stemming from the massive buildup
of dealer inventory in first-quarter 2017 ahead of the announced THE REPLACEMENT TRUCK TIRE MARKET
tiremaker price increases) and a vigorous 6% gain in the second IN NORTH AMERICA

quarter, driven by the more favorable basis of comparison (as sell-in

- ’ (in millions of new tires — moving 12 months)
markets cooled substantially in second-quarter 2017 after the

steep first-quarter inventory buildup). Demand remained robust 26
in Eastern-Europe, rising 6% over the period.
24
THE REPLACEMENT TRUCK TIRE MARKET IN EUROPE
(in millions of new tires — moving 12 months — excluding Russia) 22
17
20
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10 Michelin estimates.
9
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Michelin estimates.

Demand for replacement radial and bias tires in Asia (excluding India) was down by 2% over the first half. The Chinese market contracted
by 3% over the period, but rose by 1% in the second quarter off of more favorable comparatives. In Southeast Asia, where the market
declined by 1% overall, the weaker economic environment weighed on demand in Japan (down 10%) and South Korea (down 10%).
Demand was robust in the other ASEAN countries, with the exception of Thailand, where the market retreated 5%.

In Central America, markets improved by 3% overall despite a 1% decline in Mexico.

Demand for replacement radial and bias tires in South America increased by a solid 4% over the first half, especially in Argentina and
Brazil, despite a slowdown in the second quarter due to strikes by Brazilian truckers.

The Africa/India/Middle East market edged back 1%, reflecting slow 1% growth in India, where demand has shifted to new vehicles,
and the generally unstable economic and geopolitical conditions prevailing in the rest of the region.
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3 FIRST-HALF BUSINESS REVIEW
Net Sales

3.1.3 SPECIALTY TIRE MARKETS

Mining tires: The mining tire market pursued its vibrant recovery
that began in late 2016, when inventory drawdowns came to an
end among international mining companies, oil companies and
regional mines.

Agricultural and Construction tires: On the Agricultural segment,
OE markets remained robust, while replacement demand showed
signs of an upturn.

Demand for construction equipment tires remained firm, except in
South America, Eastern Europe and Australia.

3.2 NET SALES

3.2.1 ANALYSIS OF NET SALES

The industrial Truck tire segment declined from prior-year levels,
which were boosted by early buying ahead of price increases.

Two-wheel tires: Dampened by weather conditions early in the
first half, the motorcycle tire markets saw a rebound in demand for
both motorcycle and scooter tires late in the period in Europe, and
a decline in North America. Demand in the commuting segment
continued to trend upwards in the new markets.

Aircraft tires: Led by the increase in passenger traffic, commercial

aircraft tire markets continued to grow, with stronger gains in the
radial segment.

W 1 Half 2018/1%t Half 2017
15t Quarter 2018/1° Quarter 2017
2" Quarter 2018/2™ Quarter 2017

) +3.4%
+2.6% B0 6%
+0.1% +0.3%
— -
-0.6%
150,
-2.0% -2.3% 1.5%
-4.1%
-5.6%
-6.3% -6.6% ’
-7.7%
Total Volumes Prix-mix Currency Scope

Michelin estimates.

Net sales for the first six months of 2018 totaled €10,603 million,
a decline of 4.1% from the year-earlier period that was attributable
to the net impact of the following factors:

» stable volumes, whose slight 0.1% gain primarily reflected the high
basis of comparison in the Automotive and Road Transportation
segments and the Group’s disciplined price management in a
highly competitive environment;

» the highly positive 3% price-mix effect (3.4% in the first quarter
and 2.6% in the second). The higher prices introduced in 2017
to offset rising raw materials costs added €254 million to net
sales, while the €77 million positive mix effect reflected the
sustained success of the MICHELIN brand’s premium strategy
and the rebound in the mining businesses, partially offset by
the unfavorable impact of the relative growth rates of OE and
replacement tire sales;
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» the negative 6.6% currency effect, primarily stemming from the
euro’s rise against the US dollar, the Russian ruble, the Argentine
peso, the Turkish lira, the Brazilian real and the Indian rupee;

» the 0.6% negative impact from changes in the scope of consolidation,
which mainly concerned the deconsolidation of North American
tire wholesaling chain TCi following its transfer to the TBC joint
venture formed with Sumitomo Corp. This impact was partially
offset by the first-time consolidation of NexTrag, a US truck
fleet telematics solutions provider acquired in July 2017, and of
Lehigh Technologies.

Note that net sales of tire-related services and solutions totaled
€583 million in first-half 2018, compared with €546 million in the
year-earlier period.
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_ Second quarter

(in € million) First half 2018 2018 First quarter 2018
NET SALES 10,603 5,385 5,218
Change, year-on-year -456 -107 -349
Volumes +14 +141 -127
Price-mix +331 +141 +190
Currency effect -735 -305 -430
Changes in scope of consolidation -66 -84 +18
Change, year-on-year -4.1% -2.0% -6.3%
Volumes +0.1% +2.6% -2.3%
Price-mix +3.0% +2.6% +3.4%
Currency effect -6.6% -5.6% -7.7%
Changes in scope of consolidation -0.6% -1.5% +0.3%

3.2.2 NET SALES BY REPORTING SEGMENT

On January 1, 2018, Michelin introduced a new business organization,
which has led to the following changes in the reporting segments:
(1) Replacement light truck tires have been transferred from the
Automotive segment (formerly Passenger car and Light truck
tires) to the Road Transportation segment (formerly Truck tires).
(2) Construction truck tires have been transferred from the Road
Transportation reporting segment to the Specialty businesses

To make the Group’s performance easier to analyze, the 2017 data
by reporting segment have been restated in alignment with the
new organization.

segment.
(in € million) Second quarter 2018 First quarter 2018
CONSOLIDATED TOTAL 10,603 5,385 5,218
Automotive & related distribution 5,607 2,835 2,772
Road transportation & related distribution 2,782 1,414 1,368
Specialty businesses & related distribution® 2,214 1,136 1,078
Change, year-on-year -4.1% -2.0% -6.3%
Automotive & related distribution -6.7% -4.0% -9.3%
Road transportation & related distribution -5.0% -1.7% -8.1%
Specialty businesses & related distribution® +4.3% +3.3% +5.5%

(1) Specialty businesses: Earthmover, Agricultural, Two-wheel and Aircraft tires.

Automotive and related distribution —
Analysis of net sales

Volumes in the Automotive and related distribution segment
declined by 2% in the first six months of 2018, primarily due to the
unfavorable comparison with first-half 2017, which saw a surge
of buying ahead of price increases. Growth in sales of premium
tires remained strong.

In Europe, OE markets were unchanged over the period, but
Group volumes enjoyed sustained growth. In the replacement
segment, where prior-year comparatives were unfavorable, the
Group capitalized on the growing proportion of large tires (18-inch
and over) in the sales mix, even as sales of 15 and 16-inch tires
declined in a cooling, highly competitive market. Initial sales of the
MICHELIN PRIMACY 4 tire have been highly encouraging. Sales in
Eastern Europe rose sharply over the period.

3.2.2a)

In a North American market dampened by the decline in automobile
production, unfavorable first-quarter comparatives and rising
imports, Group sales contracted over the first half. MICHELIN brand
OE volumes declined and the UNIROYAL brand faced aggressive
competition from Asian imports. On the upside, the BFGoodrich
brand delivered a solid performance.

Original equipment sales continued to rise in South America, but
replacement sales softened, particularly in the 16-inch and under
segments that are facing especially stiff competition from Asian
imports.

In Asia (excluding India), Group OE sales in China are expanding
with local carmakers and benefiting from the strong sales performance
of the MICHELIN brand in the large tire replacement segment. On
the other hand, Group sales in the 15 and 16-inch segments were
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impacted by the challenging price environment. In the shrinking
Southeast Asia market, Group replacement sales rose, particularly
in the premium segment.

In the Africa/India/Middle East region, which continues to be
impacted by geopolitical and economic difficulties, sales edged
back somewhat over the first half, as the significant rebound in
the second quarter was not sufficient to totally offset all of the
first-quarter decline caused by the high basis of comparison.

Michelin Travel Partner’s net sales performance was mainly
shaped by (i) further market share gains in the persistently difficult
print B2C markets; (i) further growth in B2B revenue thanks to the
monetization of Michelin Guide launches; and (iii) stable revenue in
the digital segment thanks to more effective content monetization,
which is offsetting the slowdown in the online business. The
restaurant booking businesses, BookaTable and Michelin Restaurant,
reported stable net sales in the face of increasing competition in
an environment roiled by Brexit. Lastly, Michelin Travel Partner is
sharpening its strategic focus on dining and travel as part of the
Michelin Experiences line, which brings together all of the businesses
that offer customers an outstanding mobility experience.

In all, net sales in the Automotive and related distribution segment
declined by 6.7% to €5,607 million, from €6,009 million in
first-half 2017, primarily as a result of the adverse currency effect,
and de deconsolidation of the TCi distribution network in North
America. Volumes ended the period down 2%. The strong price
effect reflected the price increases introduced in 2017 in response
to rising raw materials costs. The still favorable mix effect reflected
the success of the MICHELIN lines, notably the Primacy 4, which
drove strong growth in sales of MICHELIN brand tires and 18-inch
and larger tires (up 11%).

3.2.2b) Road transportation and related

distribution — Analysis of net sales

Volumes in the Road transportation and related distribution
segment were down in the first six months of the year, due to the
unfavorable comparison with first-half 2017, which saw a surge
of buying ahead of price increases.

In Western Europe, original equipment sales rose in a buoyant
market. On the replacement side, sales over the first four months
were lower than in the prior year, which saw a massive inventory
buildup by dealers ahead of the price increases. The last two
months saw an upturn in sales, albeit too timid to push the first
half into growth. The BFGoodrich brand and the MICHELIN AGILIS
CrossClimate tire were successfully launched and will help to drive
volume growth in the second half. In the final months of the period,
the low intermediate range benefited from the anti-dumping
measures introduced to counter Chinese imports.

In the fast-growing North American market, Group original
equipment sales rose over the first half. Replacement sales were
impacted by the unfavorable comparison with early 2017, which saw
a massive buildup in dealer inventory, and by a significant increase
in imports. The BFGoodrich brand delivered a good performance,
while the UNIROYAL brand has run into heavier competition. The
development of fleet services continued apace with the sustained
roll-out of the NexTraq solutions.
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In the highly robust South American market, the Group successfully
strengthened its positions in the original equipment segment. In
the replacement segment, the focus has shifted to maintaining
margin integrity following the steep decline in the Brazilian real and
the Argentine peso against the euro and the significant upsurge
in imports.

In Asia (excluding India), where markets contracted over the period,
Group sales in China declined in a highly competitive environment.
In the rest of the region, the Group maintained its positions in an
expanding original equipment market.

In the Africa/India/Middle East market, which rose slightly over
the first half, Group sales increased, particularly in the OE segment.

In all, net sales in the Road Transportation and related distribution
segment amounted to €2,782 million in the first half of 2018, a
5.0% decrease from the €2,928 million reported a year earlier.
This evolution primarily stems from the negative currency effect
and to a lesser extent, a 1% volume decline due to high prior-year
comparatives and the Group's focus to maintaining margin Integrity
in a highly competitive environment. As a result, the business
enjoyed a strong price effect over the period. The launch of the
MICHELIN X Multi line-up and of the BFGoodrich brand as the
Group’s global Tier2 offer are a success, as well as the new low
Intermediate offer in Europe which benefits from the European
tariffs on imported Chinese truck tires.

3.2.2¢) Specialty businesses —

Analysis of net sales

Mines: net sales maintained their solid momentum, as the strong
increase in volumes and the favorable impact of contractual price
increases amply offset the unfavorable currency effect.

Agriculture and Construction: the currency effect absorbed all
of the impact of the increase in tonnages sold, holding net sales
stable for the period.

Two-wheel tires: excluding Levorin, net sales slightly eased back,
as the currency effect wiped out the impact of the increase in sales
volumes and the strong growth in the Commuting segment. In
addition, sales in the Recreational segment contracted in the mature
markets, which saw a further steep decline in demand.

The Group is continuing to integrate Levorin.

Aircraft tires: net sales were unchanged for the period, as the
currency effect offset all of the increase in sales volumes.

In all, despite the highly unfavorable currency effect, net sales in the
Specialty businesses rose by 4.3% over the period, to €2,213 million
from €2,122 million in first-half 2017. This growth corresponds to
the strong 7% increase in volumes, led by the sustained rebound
in demand for the Group’s mining tires, the robust momentum in
the Earthmover and Agricultural segments and the favorable price
effect. With raw materials prices now lower than in 2017, the
application of indexation clauses is expected to feed through to a
slight reduction in prices in the Specialty businesses as from July 1.
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3.2.3 CURRENCY RATES AND THE CURRENCY EFFECT

At current exchange rates, consolidated net sales declined by 4.1% in first-half 2018.

The decrease reflected a negative €735 million currency effect, due mainly to the euro’s rise against most of the Group’s operating currencies,
particularly the US dollar, the Argentine peso, the Turkish lira, the Russian ruble, the Brazilian real and the Indian rupee.

Average exchange rate First half 2018 First half 2017 Change

EUR/USD 1.21 1.082 +11.9%
EUR/CAD 1.545 1.444 +7.0%
EUR/MXN 23.066 21.014 +9.8%
EUR/BRL 4125 3.435 +20.1%
EUR/GBP 0.880 0.860 +2.3%
EUR/PY 131.704 121.589 +8.3%
EUR/CNY 7.712 7.441 +3.6%
EUR/THB 38.425 37.580 +2.2%
EUR/RUB 71.755 62.718 +14.4%
EUR/AUD 1.569 1.435 +9.3%
EUR/ZAR 14.848 14.295 +3.9%
EUR/ARS 25.619 16.974 +50.9%
EUR/TRY 4.919 3.936 +25.0%
EUR/INR 79.461 71.114 +11.7%

First-half 2018 net sales by currency were as follows:

Currency %
ARS 1%
AUD 2%
BRL 3%
CAD 3%
CNY 6%
EUR 35%
GBP 3%
INR 1%
JPY 1%
MXN 1%
RUB 2%
THB 1%
TRY 1%
TWD 1%
usb 35%
ZAR 1%
Other 3%
TOTAL 100%
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3.2.4 NET SALES BY REGION

_ First half 2018,
(in € million) First half 2018 First half 2017 % change YoY
CONSOLIDATED TOTAL 10,603 11,059 -4.1%
Europe 4,177 4,106 1.7%
of which France 1,012 980 +3.3%
North America (incl. Mexico) 3,692 4,100 -9.9%
Other regions 2,734 2,853 -4.2%
(in € million) % of total First half 2017 % of total
GROUP 10,603 11,059

Europe 4177 39.4% 4,106 371%
of which France 1,012 9.5% 980 8.9%
North America (incl. Mexico) 3,692 34.8% 4,100 37.1%
Other regions 2,734 25.8% 2,853 25.8%

In a highly volatile exchange rate environment, the Group’s net sales rose in Europe, but declined in other geographies, particularly

North America.

More than 60% of consolidated net sales were generated outside Europe and more than 90% outside France.

3.3 CONSOLIDATED INCOME STATEMENT REVIEW

- Firsthalf2018,  Firsthalf2018  Firsthalf2017
(in € million, except per-share data) G ELUPONERE First half 2017 % change YoY  (asa % of netsales)  (asa % of net sales)
Netsales 10,603 11,059 -4.1%

Cost of sales (7,062) (7,387) -4.4% 66.6% 66.8%
Gross income 3,541 3,672 -3.6% 33.4% 33.2%
Sales and marketing expenses (932) (948) -1.7% 8.8% 8.6%
Research and development expenses (322) (327) -1.5% 3.0% 3.0%
General and administrative expenses (943) (990) -4.7% 8.9% 9.0%
Other operating income and expenses

from recurring activities (17) (14) +21.4% 0.2% 0.1%
Operating income from recurring activities 1,327 1,393 -4.7% 12.5% 12.6%
Operating income/(loss)

from non-recurring activities 23 27 -14.8% 0.2% 0.2%
Operating income 1,350 1,420 -4.9% 12.7% 12.8%
Cost of net debt (78) (95) -17.9% 0.7% 0.9%
Other financial income and expenses 6) (10) -40.0% 0.1% 0.1%
Net interest on employee benefit obligations (44) (59) -25.4% 0.4% 0.5%
Share of profits and losses from associates

and joint ventures (13) 4 N/M 0.1% 0.0%
Income before taxes 1,209 1,260 -4.0 % 11.4% 11.4%
Income tax (292) (397) -26.4% 2.8% 3.6%
Netincome 917 863 +6.3% 8.6% 7.8%
» Attributable to shareholders of the Company 925 863 +7.2% 8.7% 7.8%
» Attributable to non-controlling interests (8) 0

Per-share data (in €)

» Basic 5.12 4.76 +7.6%

» Diluted 5.09 473 +7.6%
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3.3.1 ANALYSIS OF OPERATING INCOME FROM RECURRING ACTIVITIES

+82
+331
1,393 124
-43
-67
H1 2017 Volumes Raw Price-  Competitiveness  Inflation
operating materials mix®@

income™

(1) From recurring activities.
(2) Mix = product, brand, customer, geographic, OE/RT, division mix.

Consolidated operating income from recurring activities
amounted to €1,327 million or 12.5% of net sales in the first
six months of 2018, compared with €1,393 million and 12.6%
in first-half 2017. The €23 million in net operating income from
non-recurring activities primarily corresponded to gains on asset
disposals, notably the sale of North American Automotive tire
wholesale chain TCi to TBC, the joint venture created on April 5,
2018 with Sumitomo Corporation of Americas. These gains were
partially offset by the t Plc acquisition costs.

First-half 2018 operating income was impacted by the following
factors:

» a €43 million decrease corresponding to the stable +0.1% growth
in volumes, which was not enough to absorb the increase in
fixed costs;

» a €264 million net increase from changes in the price-mix and
raw materials costs. The price-mix effect added €331 million in
income, reflecting the price increases introduced across the Group

FIRST-HALF BUSINESS REVIEW
Consolidated Income Statement Review

-27 1,327
-218

Other Currency H12018

operating

income™

in 2017 to offset the rise in raw materials costs, which in turn
had a €67 million adverse impact during the period. In all, the
net increase came to €58 million for businesses whose prices are
indexed to raw materials costs and €206 million for non-indexed
businesses;

» €82 million in gains from the competitiveness plan, including a
€6 million increase in general costs, €23 million in materials cost
savings and €65 million in manufacturing and logistics productivity
gains. However, this was less than the negative €124 million
impact of inflation on production costs and overheads;

» a net €27 million increase from other factors, corresponding
primarily to the increase in depreciation and amortization charges,
changes in the scope of consolidation (the deconsolidation of TCi);

» a €218 million decrease from the currency effect.

MICHELIN - FIRST-HALF 2018 FINANCIAL REPORT 81



3 FIRST-HALF BUSINESS REVIEW
Consolidated Income Statement Review

3.3.2 OPERATING INCOME FROM RECURRING ACTIVITIES BY OPERATING SEGMENT ___
(in € million) First half 2017

Automotive & related distribution

Net sales 5,607 6,009
Operating income from recurring activities 646 764
Operating margin on recurring activities 11.5% 12.7%
Road transportation & related distribution

Net sales 2,782 2,928
Operating income from recurring activities 195 214
Operating margin on recurring activities 7.0% 7.3%
Specialty businesses & related distribution

Net sales 2,214 2,122
Operating income from recurring activities 486 415
Operating margin on recurring activities 22.0% 19.6%
Consolidated total

Net sales 10,603 11,059
Operating income from recurring activities 1,327 1,393
Operating margin on recurring activities 12.5% 12.6%

3.3.2a) Operating margin on recurring activities by operating segment

W 1 Half 2018 (in € million)
1% Half 2017 22.0%
19.6%
1,393
+71 1,327
-118 -19
12.7% 12.6%
11.5% 11.5%
73% 7.0% I
Automotive Road Specialty Group 1% Half 2017 Automotive  Road Specialty ~ 15Half 2018
Transportation  businesses operating Transportation businesses operating}
income income!'

(1) From recurring activities.
» Automotive & related distribution.

» Road transportation & related distribution.
» Specialty businesses & related distribution: Earthmover, Agricultural, Two-wheel and Aircraft tires.
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Automotive and related distribution — Analysis of operating income

Automotive and related distribution Firsthalf  First half 2018, First half 2017
(in € million) 2018 2017 % change YoY (% of consolidated total) (% of consolidated total)
Net sales 6,607 6,009 -6.7% 53% 54%
Change in volumes 2%

Operating income from recurring activities 646 764 -15.4% 49% 55%
Operating margin on recurring activities 11.5% 12.7% -1.2 pt

Operating income from recurring activities amounted to €646 million
or 11.5% of net sales, compared with €764 million and 12.7%
in first-half 2017. The unfavorable currency effect accounted for
0.9 point of the reduction in operating margin.

3.3.2¢)
from recurring activities

Road transportation and related

Other than that effect, the margin evolution reflects a very favorable
price-mix effect, resulting from the Group’s focus to maintaining
margin integrity in a highly competitive environment, and market
share gains in the 18-inch and larger segment, notably by the
MICHELIN brand. Those effects more than offset the negative impacts
deriving from the 2% volume decline and higher raw material costs.

Road transportation and related distribution — Analysis of operating income

distribution First half Firsthalf  First half 2018, First half 2018 First half 2017
(in € million) 2018 2017 % change YoY (% of consolidated total) (% of consolidated total)
Net sales 2,782 2,928 -5.0% 26% 26%
Change in volumes -1%

Operating income from recurring activities 195 214 -8.9% 15% 15%
Operating margin on recurring activities 7.0% 7.3% -0.3 pt

Operating income from recurring activities amounted to €195 million
or 7.0% of net sales, compared with €214 million and 7.3% in
first-half 2017. The 0.3 point decline in operating margin included
the 1.5-point reduction from the negative currency effect.

In addition to this effect, the income decline reflected a strong
price-mix effect resulting from the Group’s focus in maintaining margin
integrity in a highly competitive environment. This effect more than
offsets a 1% volume decline due to high prior-year comparatives.
New products and services continued to be introduced over the
period, shaped by the success of the MICHELIN X Multi line-up, the
BFGoodrich brands, the Sascar solutions in South America and the
NexTraq solutions in North America.

3.3.2d) Specialty businesses — Analysis of operating income from recurring activities
Specialty businesses Firsthalf  First half 2018, First half 2017
(in € million) 2018 2017 % change YoY (% of consolidated total) (% of consolidated total)
Net sales 2,214 2,122 +4.3% 21% 19%
Change in volumes +7%
Operating income from recurring activities 486 415 +17.0% 37% 30%
Operating margin on recurring activities 22.0% 19.6% +2.4 pt

Operating income from recurring activities stood at €486 million
or 22% of net sales, versus €415 million and 19.6% in first-half
2017, for a 2.4-point improvement in operating margin despite the
1.2-point reduction from the currency effect.

The income growth corresponded to the strong 7% increase in
volumes, led by the sustained rebound in demand for the Group’s
mining tires, the robust momentum in the Earthmover and Agricultural
segments and the favorable price effect.
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3.3.3 OTHER INCOME STATEMENT ITEMS

3.3.3a) Raw materials

The cost of raw materials, which has been estimated at€2.5 billion
for first-half 2018, versus €2.6 billion in first-half 2017, is reported
in the income statement under cost of sales.

It is calculated on the basis of:
» the price and mix of the Group’s raw materials purchases;
» production and sales volumes;

» the valuation of raw materials, semi-finished and finished
product inventories using the weighted average cost method.
This method tends to spread fluctuations in purchase costs over
time and delay their recognition in cost of sales, due to timing
differences between the purchase of the raw materials and the
sale of the finished product;

» exchange rate movements, which correspond to (i) the impact
of converting the cost of purchases made in local currencies into
the consolidation currency; and (ii) an untracked residual currency
effect resulting from the difference between the purchasing
companies’ local currency and the currency used to purchase
their raw materials.

In first-half 2018, the raw materials costs recognized in cost of
sales included the €67 million impact of higher prices, as well as
the residual currency effect.

Changes in prices feed through to the income statement five to
six months later for natural rubber and around three months later
for butadiene.

RAW MATERIALS COSTS RECOGNIZED
IN FIRST-HALF 2018 COST OF SALES

25% )
Synthetic rubber
18%
Fillers
25%
Natural rubber 15%
- =7
Chemicals
10% 7%
Textile Steelcord

NATURAL RUBBER PRICES (SICOM)

(USD/kg)

0

= RSS 3
TSR 20

Jan.
2016

BUTADIENE PRICES

Jan. Jan.
2017 2018

= US Gulf (USD/t)

3.3.3b) Employee benefit costs and number of employees

(in € million and number of people, excluding Fenner)

Total employee benefit costs

As a % of net sales

Total number of employees at June 30

Number of full-time equivalent employees at June 30

Average number of full time equivalent employees over the period

Europe (EUR/t)
3,000
2,500
2,000
1,500 \
1,000
500
0
Jan. Jan. Jan.
2016 2017 2018
First half 2018 First half 2017 Change
2,951 3,080 -4.2%
27.8% 27.9% -0.1pt
113,600 112,800 +0.7%
105,600 106,800 -1.1%
107,800 106,100 +1.6%

At€2,951 million, employee benefit costs represented 27.8% of first-half net sales, versus 27.9% in the year-earlier period. The year-on-year
decline in these costs primarily reflected the favorable currency effect, as the Group’s commitment to rightsizing the corporate organization
was offset by the increase in the workforce from the various acquisitions carried out in recent months.
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3.3.3¢) Depreciation and amortization
First half First half
(in € million) 2018 2017 Change

Depreciation
and amortization 658 677 -2.8%

As a % of additions
to intangible assets
and property, plant
and equipment 112% 116%

Depreciation and amortization charges declined by nearly 3%,
to €658 million.

3.3.3d) Transportation costs

FIRST-HALF BUSINESS REVIEW
Consolidated Income Statement Review

(as a % of net sales)
= Capital expenditure
Depreciation and amortization

8%
7%
6%
5%
4%
3%
2%
1%
0%

H1 H1 H1 H1 H1 H1
2013 2014 2015 2016 2017 2018

Transportation and logistics costs came to €585 million or 5.5% of interim net sales. The €24 million year-on-year decrease stemmed
from the favorable currency effect and improvements in the Group’s supply chain.

(in € million)

Transportation costs
As a % of net sales

First half 2018 First half 2017 Change
585 609 -4.0%
5.5% 5.5%

3.3.3e) Sales and marketing expenses

Sales and marketing expenses represented 8.8% of first-half net sales in 2018, versus 8.6% the year before, and declined to €932 million
in value, thanks to the favorable currency effect. Excluding this impact, sales and marketing expenses were unchanged for the period.

3.3.31)

(in € million)

Research and development expenses

Research and development expenses
As a % of net sales

First half 2018 First half 2017 Change
322 327 -1.5%
3.0% 3.0%

Research and development expenses stood at €322 million, down €5 million from first-half 2017 but stable as a percentage of net sales.

3.3.3g) General and administrative expenses

Thanks to the favorable currency effect, general and administrative
expenses declined by €47 million year on year to €943 million as
reported, but remained unchanged excluding this impact.

3.3.3 h) Other operating income and expenses

from recurring activities

Other operating income and expenses from recurring activities
amounted to an expense of €17 million, up €3 million from the
€14 million expense reported in first-half 2017, primarily as a result
of changes in the scope of consolidation.

3.3.3i) Operating income/(loss)

from non-recurring activities

The €23 million in net operating income from non-recurring
activities primarily corresponded to gains on asset disposals, notably
the sale of North American Automotive tire wholesale chain TCi
to TBC, the joint venture created on April 5, 2018 with Sumitomo
Corporation of Americas. These gains were partially offset by the
Fenner Plc acquisition costs.
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3.3.3j) Cost of net debt
(in € million) First half 2018 First half 2017 Change
Cost of net debt 78 95 -17

At €78 million, the cost of net debt was €17 million lower than
in first-half 2017, primarily as a result of the following factors:

» a €1 million decline in net interest expense, reflecting the net
impact of:

e a €33 million increase due to the rise in average gross debt,
to €3,720 million in first-half 2018 from €2,740 million in the
year-earlier period,

e a €36 million decrease from the lower average gross interest
rate on borrowings, at 4.9% versus 6.8% in first-half 2017,

e other negative effects for €2 million;

3.3.3k)

(in € million)

Other financial income and expenses

» a €15 million improvement in gains and losses on exchange rate
derivatives (to a gain of €5 million for the period), due mainly
to the increase in euro interest rates against the US dollar, the
Brazilian real and the Chinese yuan;

» an aggregate €1 million net decrease from movements in other
factors.

First half 2017

First half 2018

Change

Other financial income and expenses

©) (10) +4

Other financial income and expenses represented a net expense of €6 million. The €4 million year-on-year improvement stemmed from
an improvement in net currency gains and losses and the positive impact of exchange rate derivatives.

3.3.31) Income tax
(in € million) First half 2017 Change
Income before taxes 1,209 1,260 -51
INCOME TAX (292) (397) +105
Current tax (267) (324) +56
Withholding tax (19) (36) +17
Deferred tax 6) (37) +31

Income tax expense declined by €105 million year-on-year to €292 million in the first half of 2018, primarily due to the reduction in
corporate income tax rates in certain host countries such as the United States and, to a lesser extent, the decline in income before taxes.

The effective tax rate was 24.2%, versus 31.5% the year before.

3.3.3m) Consolidated net income and earnings per share

(in € million) First half 2017 Change
Netincome 917 863 +54
As a % of net sales 8.6% 7.8% +0.8 pt
» Attributable to shareholders of the Company 925 863 +62
» Attributable to non-controlling interests 8) 0

Per-share data (in €

» Basic 5.12 4.76 +0.36
» Diluted 5.09 4.73 +0.36

Netincome came to €917 million, or 8.6% of net sales, compared
with the €863 million reported in first-half 2017. The €54 million
improvement was driven by the following factors:

» favorable factors:
e the €105 million reduction in income tax expense,
e the €17 million reduction in the cost of net debt,
e the €15 million decrease in net interest on net defined benefit
obligations,
o the €4 million decrease in net other financial expenses;
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» unfavorable factors:
¢ the €66 million decrease in operating income from recurring

activities,

e the €17 million decrease in the Group’s share of profit from
associates,

¢ the €4 million decrease in operating income from non-recurring
activities.



3.4 CONSOLIDATED BALANCE SHEET REVIEW

FIRST-HALF BUSINESS REVIEW
Consolidated Balance Sheet Review

ASSETS
- Total Currency
(in € million) AN EE{ Pl December 31,2017 change effect Movement
Goodwill 2,216 1,092 +1,124 -21 +1,145
Other intangible assets 866 785 +81 -4 +85
Property, plant and equipment 11,064 10,883 +181 +28 +153
Non-current financial assets and other assets 678 479 +199 -2 +201
Investments in associates 943 356 +587 +17 +570
Deferred tax assets 890 890 0 -3 +3
Non-current assets 16,657 14,485 +2,172 +15 +2,157
Inventories 4,633 4,508 +125 +8 +117
Trade receivables 3,658 3,084 +574 -9 +583
Current financial assets 326 285 +41 -1 +42
Other current assets 1,056 1,132 -76 +2 -78
Cash and cash equivalents 1,021 1,773 =752 +1 -753
Current assets 10,694 10,782 -88 +1 -89
TOTAL ASSETS 27,351 25,267 +2,084 +16 +2,068
EQUITY AND LIABILITIES
- Total Currency
(in € million) AN EE{ Pl December 31,2017 change effect Movement
Share capital 358 359 -1 -1
Share premiums 2,873 2,942 -69 -69
Reserves 8,217 7,925 +292 -32 +324
Non-controlling interests 31 35 -4 +1 -5
Equity 11,479 11,261 +218 -31 +249
Non-current financial liabilities 2,611 2,366 +245 +7 +238
Employee benefit obligations 3,904 3,969 -65 +20 -85
Provisions and other non-current liabilities 1,567 1,676 -109 +7 -116
Deferred tax liabilities 141 113 +28 -2 +30
Non-current liabilities 8,223 8,124 +99 +32 +67
Current financial liabilities 2,564 493 +2,071 0 +2,071
Trade payables 2,205 2,501 -296 +8 -304
Reverse factoring contracts 530 503 +27 +13 +14
Other current liabilities 2,350 2,385 -35 -6 -29
Current liabilities 7,649 5,882 +1,767 +15 +1,752
TOTAL EQUITY AND LIABILITIES 27,351 25,267 +2,084 +16 +2,068

MICHELIN - FIRST-HALF 2018 FINANCIAL REPORT

87



FIRST-HALF BUSINESS REVIEW
Consolidated Balance Sheet Review

3.4.1 GOODWILL

Goodwiill before translation adjustments increased by €1,145 million over the period to €2,216 million at June 30, 2018, mainly reflecting
the recognition of preliminary goodwill arising on the Fenner PLC acquisition.

3.4.2 INTANGIBLE ASSETS

Intangible assets amounted to €866 million, an €85 million increase from December 31, 2017 before translation adjustments that primarily
resulted from investments in software, as well as from the consolidation of Fenner PLC and other changes in the business base.

3.4.3 PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment stood at €11,064 million,
a €153 million increase from December 31, 2017 before the
positive €28 million translation adjustment. The increase mainly

3.4.4 NON-CURRENT FINANCIAL ASSETS AND OTHER ASSETS

Non-current financial assets and other assets ended the period
at €678 million, a €201 million increase (before the negative
€2 million translation adjustment) that mainly corresponded to the

3.4.5 INVESTMENTS IN ASSOCIATES

stemmed from the consolidation of Fenner Plc assets, in as much
as depreciation and amortization charges (€600 million) exceeded
capital expenditure for the period (€498 million).

loan arranged by the Group to finance the start-up of operations
by the new TBC wholesaling joint venture.

Investments in associates stood at €943 million, a €570 million
year-on-year increase before the positive €17 million translation
adjustment. The increase resulted from the acquisition of a 50%
stake in the TBC wholesaling joint venture created in the United

3.4.6 DEFERRED TAX ASSETS AND LIABILITIES

Excluding the negative €1 million translation adjustment, net
deferred tax assets declined by €27 million compared with
December 31, 2017, mainly due to the actuarial gains and losses
recognized during the year on employee benefit obligations,
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States with Sumitomo Corporation of Americas in April 2018, and,
to a lesser extent, a 20% stake in A.T.U., a German wholesaler, in
association with Mobivia.

particularly in the United States, as well as to the use of deferred
tax losses and the recognition of deferred tax liabilities arising on
timing differences.



3.4.7 TRADE WORKING CAPITAL REQUIREMENT

FIRST-HALF BUSINESS REVIEW
Consolidated Balance Sheet Review

June 30, 2018 June 30, 2017

(asa % of net sales, (asa % of net sales,

(in € million) IV EE{ N B3 June 30, 2017 Change last 12 months) last 12 months)

Inventories 4,633 4,766 -133 21.5% 22.0%

Trade receivables 3,658 3,214 +444 17.0% 14.8%

Trade payables (2,205) (1,985) -220 -10.3% -9.2%

Reverse factoring contracts (530) (489) -41 -2.5% -2.3%
TRADE WORKING CAPITAL

REQUIREMENT 5,556 5,506 +50 25.8% 25.4%

Operating working capital requirement rose by €50 million
compared with June 30, 2017, primarily due to the increase in
trade receivables. It represented 25.8% of moving 12-month net
sales, a 0.4-point increase on June 30, 2017.

At €4,633 million, inventories ended the period down €133 million
year-on-year with a €58 million decrease from changes in the
scope of consolidation (the deconsolidation of the TCi inventory
contributed to TBC was partially offset by the consolidation of the
Fenner inventory). The 4% rise in the tonnage was more than offset
by the raw material price decline.

3.4.8 CASH AND CASH EQUIVALENTS

Trade receivables increased by €444 million year-on-year to
€3,658 million at June 30, 2018, reflecting (i) the nearly €300 million
net increase following the consolidation of Fenner Plc and the
deconsolidation of TCi, and (ii) the sharp increase in business in
the second half of the second quarter.

Trade payables, including those covered by reverse factoring
contracts, rose by €261 million year-on-year to €2,735 million, as
a result of longer payment periods and the increase in business.

Cash and cash equivalents stood at €1,021 million at June 30, 2018,
a €752 million decline from December 31, 2017 (before the
positive €1 million translation adjustment) that mainly reflected
the following factors:

» increases from:
e the €2,025 million in new debt, of which:
e the €5 million in proceeds from the exercise of stock options;

3.4.9 EQUITY

» decreases from:
¢ the negative €2,049 million in free cash flow,
e the payment of €647 million in dividends and other distributions,
¢ the outlay of €75 million for share buybacks,
e other decreases in an amount of €11 million.

Consolidated equity increased by €218 million to €11,479 million at
June 30, 2018 from the €11,261 million reported at December 31, 2017,
primarily as a result of the following factors:

» increases:

e €928 million in comprehensive income for the period, including:
- €917 million in net income,
- €80 million in post-employment obligations,
- the €19 million increase in taxes payable on these obligations,
- €5 million in net unrealized gains on available-for-sale

financial assets,

- the €33 million decline in the fair value of hedging instruments,
- €31 million in unfavorable translation adjustments,
- a €9 million increase from other factors,

e €5 million in proceeds from the issue of 106,085 new shares
on the exercise of stock options and the conversion of bonds,

e €5 million in service costs on performance share plans,

e €2 million in other increases;

» decreases:
e the payment of €647 million in dividends and other distributions,
e the outlay of €75 million to buy back and cancel Company shares.

As aresult, at June 30, 2018, the share capital of Compagnie Générale
des Etablissements Michelin stood at €357,957,682, comprising
178,978,841 shares corresponding to 245,363,566 voting rights.
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3 FIRST-HALF BUSINESS REVIEW
Consolidated Balance Sheet Review

3.4.10 NET DEBT

Net debt stood at €3,753 million at June 30, 2018, up €3,037 million

» €275 million in other factors increasing net debt, of which:

from December 31, 2017, mainly as a result of the following factors: ® 3 €193 million increase from the first-time consolidation of
Fenner Plc and other changes in scope,

» the net use of €2,764 million in cash, reflecting: S rmilion G |
. million in new finance leases,

e the €2,049 million in negative free cash flow for the period,

e the €640 million in dividend payments, withholdings and other * €35 million in other non-cash increases,
changes in equity, e €13 million in translation adjustments;

e the €75 million in share buybacks during the period; » a €2 million decrease from other factors.

CHANGES IN NET DEBT

(in € million) First half 2018 First half 2017

AtlJanuary 1 716 944
Free cash flow® +2,049 +305
Distributions and other +640 +586
Purchases of Michelin shares (actual and commitments) +75 +100
Interest expense on the zero-coupon convertible bonds -2 -193
Translation adjustment +13 -177
Other +262 +120
AT JUNE 30 3,753 1,685
CHANGE +3,037 +741

(1) Free cash flow corresponds to cash flows from operating activities less cash flows used in investing activities, adjusted for net cash flows used in cash management
instruments and loan guarantees.

3.4.10 a) Gearing

Gearing stood at 33% at June 30, 2018, versus 16% a year earlier.

3.4.10 b) Credit ratings

The solicited corporate credit ratings of Compagnie Générale des Etablissements Michelin (CGEM) and Compagnie Financiére Michelin
SCmA (CFM) are as follows:

CGEM CFM

Short term Standard & Poor’s A-2 A-2
Moody’s p-2 P-2

Long term Standard & Poor’s A- A-
Moody'’s A3 A3

Outlook Standard & Poor’s Stable Stable
Moody'’s Stable Stable

» On January 29, 2016, Standard & Poor’s upgraded Michelin’s long-term credit rating to A- from BBB+, while affirming its A-2 short-term
rating and stable outlook.

» On March 20, 2015, Moody’s upgraded Michelin’s long-term credit rating to A3 from Baa1, with a stable outlook, while affirming its
P-2 short-term rating.

Note that CGEM and CFM have also been issued unsolicited credit ratings by Fitch Ratings:

CGEM CFM
Short term F2 F2
Long term A- A-
Outlook Stable Stable
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3.4.11 PROVISIONS

FIRST-HALF BUSINESS REVIEW
Consolidated Balance Sheet Review

Provisions and other non-current liabilities stood at €1,567 million versus €1,676 million at December 31, 2017, a €109 million decrease
(before the positive €7 million currency effect) that was led by the reversal of provisions on projects to improve the competitiveness of the

Group's manufacturing operations, particularly in Europe.

3.4.12 EMPLOYEE BENEFITS

CHANGE IN THE FAIR VALUE OF THE NET DEFINED BENEFIT OBLIGATION

Pension Other defined First half First half
(in € million) plans benefit plans 2018 2017
AtJanuary 1 2,149 1,820 3,969 4,763
Contributions paid to the funds (40) - (40) (54)
Benefits paid directly to the beneficiaries (17) (58) (75) (89)
Other movements 21 - 21 -
Items recognized in operating income
Current service cost 21 29 50 52
Actuarial (gains) or losses recognized in other comprehensive income - - - -
Past service cost resulting from the introduction of new plans or plan
amendments - - - (62)
Past service cost resulting from plan curtailments 8 (5) (13) -
Effect of any plan settlements - - - -
Other items 8 - 8 7
Items recognized outside operating income
Net interest on employee benefit obligations 21 23 44 59
Items recognized in other comprehensive income
Translation adjustments 10 10 20 (134)
Actuarial (gains) or losses (57) 31 (88) 42
Portion of unrecognized asset due to the application
of the asset ceiling 8 - 8 (14)
AT JUNE 30 2,116 1,788 3,904 4,570

The net obligation recognized in the balance sheet at June 30, 2018
amounted to €3,904 million, down €65 million compared with
December 31, 2017, primarily due to €88 million in actuarial gains
generated over the period, partially offset by the consolidation of
the €21 million in defined benefit obligations carried by Fenner.

The expense recognized in the income statement in respect of
defined benefit plans came in slightly under Group forecasts, at
€89 million instead of the estimated €104 million. Of this amount,
€45 million was recognized in operating income and €44 million
outside operating income.

Total payments under defined benefit plans during first-half 2018
amounted to €115 million, versus €143 million in first-half 2017.
They included:

» contributions paid to fund management institutions for €40 million,
versus €54 million in first-half 2017;

» benefits paid directly to employees for €75 million, versus
€89 million in first-half 2017.

Contributions paid by the Group for defined contribution plans
totaled €114 million in first-half 2018, unchanged from €114 million
in first-half 2017.

Actuarial gains recognized in equity at June 30, 2018 totaled a

negative €88 million, which may be analyzed as follows:

» €223 million in actuarial gains on the obligation, mainly resulting
from the use of higher discount rates in North America;

» €135 million in actuarial losses on plan assets, stemming from the
low real return on the assets over the period in North America.

A negative €8 million was recognized in the statement of comprehensive
income following application of the asset ceiling rule to the Canadian
pension plan.

MICHELIN - FIRST-HALF 2018 FINANCIAL REPORT 91



3 FIRST-HALF BUSINESS REVIEW
Consolidated Cash Flow Statement Review

3.5 CONSOLIDATED CASH FLOW STATEMENT REVIEW

3.5.1 CASH FLOWS FROM OPERATING ACTIVITIES

(in € million) First half 2017 Change
EBITDA from recurring activities 1,985 2,070 -85
Change in inventories (175) (475) +300
Change in trade receivables (403) (464) +61
Change in trade payables (96) 192 -288
Restructuring cash costs (96) (48) -48
Tax and interest paid (296) (629) +333
Other (114) (26) -88
CASH FLOWS FROM OPERATING ACTIVITIES 805 620 +185

At €1,985 million, EBITDA from recurring activities was down
€85 million year-on-year, reflecting both the decline in operating
income from recurring activities, to €1,327 million from €71,393 million
in first-half 2017, and the slight €19 million decrease in depreciation
and amortization charges for the period.

Cash flows from operating activities rose by €185 million, to
€805 million from €620 million in first-half 2017, primarily as a
result of the combined impact of:

» the €85 million decline in EBITDA;

» the €73 million decrease in the adverse impact of higher working
capital requirement, despite the run-up in raw materials prices. The
decrease, to a negative €674 million from a negative €747 million
in first-half 2017, mainly stemmed from:

e the steep decline in the negative impact of the increase in
inventory, to a negative €175 million from a negative €475 million
in first-half 2017,

3.5.2 CAPITAL EXPENDITURE

e the less negative impact from the increase in trade receivables
and prepayments, which stood at €403 million compared with
€464 million in the year earlier period,

e these two positive factors were partially offset by the €288 million
reduction in the positive impact from the change in trade payables,
which represented a decrease of €96 million in first-half 2018
versus an increase of €192 million the year before,

¢ the decrease in inventory and trade payables was primarily due
to the year-on-year decline in raw materials prices;

» the increase in provisions for restructuring cash costs, to €96 million;

» the €333 million decrease in tax and interest paid, to €296 million
from €629 million in first-half 2017, mainly as a result of reduction
in income tax expense and the payment in first-half 2017 of
€193 million in capitalized interest on the OCEANE zero-coupon
convertible bonds.

First semester

First half First half 2018, First half 2018 First half 2017
(in € million) 2018 2017 % change YoY NERERZXSHEEEIIMN (asa % of net sales)
Gross purchases of intangible assets and PP&E 588 585 +3 5.5% 5.3%
Investment grants received and change in capital
expenditure payables 302 260 +42 2.9% 2.4%
Proceeds from sales of intangible assets and PP&E (42) (27) -15 0.4% 0.2%
NET ADDITIONS TO INTANGIBLE ASSETS
AND PROPERTY, PLANT AND EQUIPMENT 848 818 +30 8.0% 7.4%

Gross purchases of intangible assets and property, plant and
equipment came to €588 million for the period, compared with
€585 million in first-half 2017, and therefore represented 5.5% of
net sales versus 5.3% before.

Of the total, growth investments stood at €203 million, committed
primarily in Indonesia, China, Mexico, Brazil, the United States
and France.
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Note that the Group’s financing depends on its ability to generate
cash flow as well as on market opportunities. As a result, there
is generally no direct link between financing sources and capital
expenditure projects.



3.5.3 AVAILABLE CASH FLOW AND FREE CASH FLOW

Available cash flow corresponds to cash flow from recurring operations,
i.e., after routine capital expenditure but before growth investments.

FIRST-HALF BUSINESS REVIEW
Risk management

Free cash flow, which is stated before dividend payments and
financing transactions, corresponds to cash flows from operating
activities less cash flows used in investing activities (excluding net cash
flows used in cash management instruments and loan guarantees).

(in € million) First half 2018 First half 2017 Change
Cash flows from operating activities 805 620 +185
Routine capital expenditure (maintenance, IT, dealerships, etc.) (385) (420) +36
AVAILABLE CASH FLOW 420 200 +220
Growth investments (203) (165) -38
Other cash flows from investing activities (2,266) (340) -1,926
FREE CASH FLOW (2,049) (305) -1,744

After subtracting €385 million in routine capital expenditure, available
cash flow stood at €420 million for first-half 2018.

During the period, the Group invested €1,970 million in acquisitions,
primarily in the areas of materials (Fenner Plc) and distribution (creation

3.6 OUTLOOK FOR FULL-YEAR 2018

Over the second half of the year, replacement markets are expected
to remain on an upward trend, regardless of prevailing winter
weather conditions. Demand for original equipment tires should
remain strong in the Earthmover segment, but lose momentum in
the Passenger car and Truck segments. Sales of mining tires should
also continue to enjoy strong growth.

3.7 RELATED PARTIES

of ajoint venture in North America with Sumitomo Corporation of
Americas and acquisition of a stake in A.T.U. in Germany).

Free cash flow amounted to a negative €2,049 million, after the
€203 million in growth investments.

For the full year, Michelin confirms its targets of volume growth in
line with global market trends, operating income from recurring
activities exceeding the 2017 figure at constant exchange rates, and
structural free cash flow of more than €1,100 million.

There were no new material related-party transactions during the first half of 2018, nor any material changes in the related-party transactions

described in the 2017 Registration Document.

3.8 RISK MANAGEMENT

The Michelin group’s main risks have been identified and are described in the 2017 Registration Document.
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3 FIRST-HALF BUSINESS REVIEW
Financial Highlights

3.9 FINANCIAL HIGHLIGHTS

First half First half
(in € million) 2018 2017 2017 2016 2015 2014 2013

Net sales 10,603 11,059 21,960 20,907 21,199 19,553 20,247
% change -4.1% +7.5% +5.0% -1.4% +8.4% -3.4% -5.7%
Total employee benefit costs 2,951 3,080 5,871 5,542 5,785 5,292 5,292
As a % of net sales 27.8% 27.9% 26.7% 26.5% 27.3% 27.1% 26.1%
Average number of full time equivalent employees

over the period 107,800 106,100 107,800 105,700 105,800 106,700 105,700
Research and development expenses 322 327 641 718 689 656 643
As a % of net sales 3.0% 3.0% 2.9% 3.4% 3.3% 3.4% 3.2%
EBITDA from recurring activities™ 1,985 2,070 4,087 4,084 3,934 3,286 3,285
Operating income from recurring activities 1,327 1,393 2,742 2,692 2,577 2,170 2,234
Operating margin on recurring activities 12.5% 12.6% 12.5% 12.9% 12.2% 11.1% 11.0%
Operating income 1,350 1,420 2,631 2,791 2,207 1,991 1,974
Operating margin 12.7% 12.8% 12.0% 13.3% 10.4% 10.2% 9.7%
Cost of net debt 78 95 176 203 184 130 94
Other financial income and expenses (6) (10) 0) 20 (30) 43) (15)
Income before taxes 1,209 1,260 2,354 2,464 1,869 1,651 1,702
Income tax 292 397 661 797 706 620 575
Effective tax rate 24.2% 31.5% 28.1% 32.3% 37.8% 37.5% 33.8%
Net income 917 863 1,693 1,667 1,163 1,031 1,127
As a % of net sales 8.6% 7.8% 7.7% 8.0% 55% 5.3% 5.6%
Dividends® 637 596 585 522 463 464 438
Cash flows from operating activities 805 620 2,741 2,764 2,695 2,522 3,089
As a % of net sales 9.6% 5.6% 12.5% 13.2% 12.7% 12.9% 15.3%
Gross purchases of intangible assets and PP&E 588 585 1,771 1,811 1,804 1,883 1,980
As a % of net sales 5.5% 5.3% 8.1% 8.7% 8.5% 9.6% 9.8%
Net debt® 3,753 1,685 716 944 1,008 707 142
Equity 11,479 10,461 11,261 10,646 9,542 9,523 9,256
Net debt®/Equity 33% 16% 6% 9% 1% 7% 2%
Net debt®/EBITDA® 1.89 0.81 0.18 0.23 0.26 0.22 0.04
Cash flows from operating activities/Net debt® 27.0% 36.8% N/M N/M N/M N/M N/M
Operating income from recurring activities/Net

interest charge® 14.8 15.3 15.9 13.3 12.8 16.0 15.7
Free cash flow® (2,049) (305) 662 1,024 653 322 1,154
Return on equity® N/A N/A 15.0% 15.7% 12.2% 10.8% 12.2%
Return on capital employed?” N/A N/A 11.9% 12.1% 12.2% 11.1% 11.9%
Per-share data (in €

Net assets per share® 64.1 58.0 62.7 59.1 52.5 51.3 49.8
Basic earnings per share 5.12 4.76 9.39 9.21 6.28 5.52 6.08
Diluted earnings per share 5.09 473 9.34 9.03 6.19 5.45 5.98
Price-earnings ratio® N/A N/A 12.7 11.5 14.0 13.6 12.7
Dividend for the year N/A N/A 3.55 3.25 2.85 2.50 2.50
Payout ratio® N/A N/A 36.0% 36.5% 37.0% 40.6% 35.0%
Yield™ N/A N/A 3.0% 3.1% 3.2% 3.3% 3.2%
Share turnover rate? 81% 79% 71% 78% 99% 91% 99%

(1) Asdefined in note 3.7.2 to the 2017 consolidated financial statements.

(2) Including the dividends paid in shares.

(3) Net debt: financial liabilities - cash and cash equivalents (excluding cash flows from cash management financial assets and borrowing collaterals) +/- derivative assets,
as defined in note 26 to the 2017 consolidated financial statements.

(4) Net interest charge: interest financing expenses - interest income from cash and equivalents.

(5) Free cash flow: cash flows from operating activities - cash flows from investing activities (excluding cash flows from cash management financial assets and borrowing
collaterals), as defined in section 3.5.3.

(6) ROE: net income attributable to shareholders/shareholders’ equity excluding non-controlling interests.

(7) ROCE: Net Operating Profit After Tax (NOPAT)/capital employed (intangible assets and PP&E + long-term financial assets + working capital requirement), as defined in
section 2.6 of the 2017 Registration Document.

(8) Net assets per share: net assets/number of shares outstanding at the end of the period.

(9)  P/E: Share price at the end of the period/basic earnings per share.

(10) Distribution rate: Dividend/Net income.

(11) Dividend yield: dividend per share/share price at December 31.

(12) Share turnover rate: number of shares traded during the year/average number of shares outstanding during the year.

94 MICHELIN - FIRST-HALF 2018 FINANCIAL REPORT



3.10 SHARE INFORMATION

3.10.1 THE MICHELIN SHARE

FIRST-HALF BUSINESS REVIEW
Share Information

Traded on the NYSE Euronext Paris Stock
Exchange

» Compartment A,

» Eligible for the SRD deferred settlement system;

» ISIN: FR 0000121261,

» Par value: €2;

» Traded in units of: 1.

Market capitalization
» €18,656 billion at June 30, 2018.

Average daily trading volume
» 580,028 shares since January 1, 2018.

SHARE PERFORMANCE

(closing price at June 30, 2018)

Indices

The Michelin share is included in two leading stock market indices.
As of June 30, 2018, it represented:

> 1.88% of the CAC 40 index;

» 0.84% of the Euronext 100 index.

Michelin is also included in the main Socially Responsible Investing
(SRI) indices:

» Dow Jones Sustainability Index (DJSI) Stoxx for European sustainability
leaders and DJSI World for global sustainability leaders;

» Ethibel Sustainability Index (ESI) Europe.

Monthly trading volume — Michelin CAC 40 — DJ Stoxx Auto Millions
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Share Information

3.10.2 SHARE DATA

First half
Share price (in€) 2018 2017 2016 2015 2014 2013

High 130.85 128.4 106.8 103.9 94.3 84.7
Low 103.65 98.9 77.4 71.6 65.1 57.2
High/Low ratio 1.3 13 1.4 1.5 15 15
Closing price, end of period 104.3 119.6 105.7 879 75.3 773
Average share price over the period 104.5 115.7 92.0 90.3 82.1 72.3
Change over the period -12.8% +13.1% +20.3% +16.8% -2.6% +7.9%
Change in the CAC 40 over the period +0.2% +9.3% +4.9% +8.5% -0.5% +18.0%
Market value at end of period (in €billion) 18.66 21.45 19.03 15.98 13.98 14.35
Average daily trading volume over the period 580,028 503,534 554,262 719,709 662,063 719,464
Average shares outstanding 178,872,756 182,212,806 182,122,667 185,960,394 185,954,390 184,901,269
Volume of shares traded over the period 73,083537 128,401,095 142,445,218 184,245,619 168,826,055 183,463,371
Share turnover rate 81% 71% 78% 99% 91% 99%

3.10.3 PER-SHARE DATA

First half
(in € per share, except ratios) 2018 2017 2016 2015 2014 2013

Net assets per share 64.1 62.7 59.1 52.5 51.3 49.8
Basic earnings per share 5.12 9.39 9.21 6.28 5.52 6.08
Diluted earnings per share® 5.09 9.34 9.03 6.19 5.45 5.98
Price-earnings ratio N/A 12.73 11.48 14.00 13.64 12.71
Dividend for the year N/A 3.55 3.25 2.85 2.50 2.50
Pay-out ratio N/A 36.0% 36.5% 37.0% 40.6% 35.0%
Yield® N/A 3.0% 3.1% 3.2% 3.3% 3.2%

(1) Earnings per share adjusted for the effect on net income and on the average number of shares of the exercise of outstanding dilutive instruments.
(2) Dividend/share price at December 31.

The goal of the Group’s dividend policy is to pay out approximately 35% of consolidated net income before exceptional items.

3.10.4 CAPITAL AND OWNERSHIP STRUCTURE

At June 30, 2018, Michelin’s share capital amounted to €357,957,682.

AtJune 30,2018

Number of Shares Voting rights

shareholders outstanding outstanding

French institutional investors 26.2% 27.7%
Non-resident institutional investors 3,379 60.1% 60.0%
Individual shareholders 111,332 11.7% 9.6%
Employee shareholder plan 72,261 2.0% 2.7%
Treasury shares - - -
TOTAL 186,972 178,978,841 245,363,566 VOTING RIGHTS

(1) All fully paid-up.

Shares held in the same name for at least four years carry double voting rights.
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3.11 HIGHLIGHTS: FIRST HALF 2018

3.11.1 PERFORMANCE

FIRST-HALF BUSINESS REVIEW
Highlights: First Half 2018

January 3, 2018

To enhance product availability and delivery service for their customers
in the United States and Mexico, Michelin and Sumitomo Corporation
create TBC, the region’s second largest tire wholesaler by folding
their wholesale and retail operations into a 50/50 joint venture.

January 5, 2018
Successful non-dilutive convertible 2023 bond issue from Michelin.

February 12, 2018

Mobivia, the European leader in multi-brand vehicle servicing and
parts, has joined forces with Michelin to expand its A.T.U. chain
in Germany, Switzerland and Austria by selling the Group a 20%
stake in the chain.

February 14, 2018

Implementation of a partial share buyback management agreement.

3.11.2 INNOVATION

March 21, 2018

CFAO and Michelin team up to market high-quality tires in Kenya
and Uganda, enabling Michelin to accelerate the distribution of its
high-end tires, which have proven longevity and durability.

May 18, 2018

Jean Dominigue Senard’s succession plan: given that the Chief
Executive Officer’s term of office will expire at the close of the
2019 Annual Meeting, shareholders at the May 18, 2018 Annual
Meeting elected Florent Ménégaux as General Managing Partner
and Yves Chapot as Managing Partner.

May 31, 2018

Following the public offer announced on March 19, 2018, Michelin
has completed the acquisition of Fenner Plc, a world leader in
conveyor belt solutions and reinforced polymer products.

June 28, 2018

In its first edition, the MICHELIN guide Guangzhou highlights
63 restaurants, reflecting the city’s culinary richness. This is another
milestone in the guide’s international expansion.

January 2018
Commercial launch of the MICHELIN Primacy4.

February 15, 2018

The MICHELIN CrossClimate range extends into light trucks and
vans with the MICHELIN AGILIS CrossClimate, a summer tire with
complete winter capability.

February 22, 2018

The MICHELIN Road 5 high-tech Sport Touring tire, the fifth
generation of Michelin’s motorcycle tire designed entirely for road
use and suited to most types of road bike.

March 22, 2018

MICHELIN's MyBestRoute app wins the SITL Technologies and
Information Systems innovation award.

April 10, 2018

MICHELIN X Multi Energy tire fuel saving for regional
transport

Extending the tire range for regional trucking operations, Michelin
launches the X Multi Energy tire, which offers regional truckers
a distinct product choice: to focus on greater fuel efficiency or
longer tread life.

June 18, 2018

» Michelin and Maxion Wheels receive a 2018 CLEPA Innovation
Award honoring their cooperation and innovation drive that enabled
them to reinvent the wheel, with the ACORUS Flexible Wheel.

» At the Tire Cologne trade fair, MICHELIN Track Connect, the
first fully networked solution for car tires, has been awarded the
2018 Creative Prize by the Bundesverbands Reifenhandel und
Vulkaniseur-Handwerk e.V. (BRV).
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3 FIRST-HALF BUSINESS REVIEW
Highlights: First Half 2018

3.11.3 SUSTAINABLE DEVELOPMENT

May 30, 2018 June 1, 2018

Total and Michelin join forces to launch an ambitious worldwide MOVIN'ON - Engaged, innovative leaders and executives convene
road safety education program targeting 10-18 year-olds, with the at the second edition of the global summit for sustainable mobility
support of the Global Road Safety Partnership. in Montreal, Canada.

May 31, 2018

Michelin’s 2048 ambitions: MICHELIN tires will be made using 80%
sustainable materials and 100% of tires will be recycled.
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CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
Consolidated Income Statement

CONSOLIDATED INCOME STATEMENT

(in € million, except per share data)

Six months ended Six months ended
Note June 30, 2018 June 30, 2017

Net sales 3 10,603 11,059
Cost of sales (7,062) (7,387)
Gross income 3,541 3,672
Sales and marketing expenses (932) (948)
Research and development expenses (322) (327)
General and administrative expenses (943) (990)
Other operating income and expenses from recurring activities (17) (14)
Operating income from recurring activities 1,327 1,393
Operating income/(loss) from non recurring activities 4 23 27
Operating income/(loss) 1,350 1,420
Cost of net debt 5 (78) (95)
Other financial income and expenses 5 (6) (10)
Net interest on employee benefit obligations " (44) (59)
Share of profit/(loss) from equity accounted entities 14 (13) 4
Income/(loss) before taxes 1,209 1,260
Income tax 2.5 (292) (397)
NET INCOME/(LOSS) 917 863
» Attributable to the shareholders of the Company 925 863
» Attributable to the non-controlling interests 8 -
Earnings per share (in €)

» Basic 6 5.12 4.76
» Diluted 5.09 4.73

The notes 1 to 16 are an integral part of the condensed interim consolidated financial statements.
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CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
Consolidated Statement Of Comprehensive Income

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

Six months ended Six months ended
(in € million) Note June 30,2018 June 30, 2017

Net income/(loss) 917 863
Post-employment benefits 1 80 (28)
Tax effect — post-employment benefits (19) (€)
Equity investments — change in fair values 2.3.1 6 -
Tax effect — equity investments — change in fair values 2.3.1 ©) -
Other items of comprehensive income that will not be reclassified

to income statement 66 (31
Equity investments — change in fair values 2.3.1 - 10
Tax effect — equity investments — change in fair values 2.31 - (7)
Equity investments — gain/(loss) recognized in income statement 2.3.1 - 5
Currency translation differences (31) (326)
Other (24)0 3
Other items of comprehensive income that may be reclassified

to income statement (55) (321)
Other comprehensive income 11 (352)
COMPREHENSIVE INCOME 928 511
» Attributable to the shareholders of the Company 934 515
> Attributable to the non-controlling interests (6) (4)

(1) Including €1 million adjustment due to the first application of IFRS 9 (note 2.3.1).

The notes 1 to 16 are an integral part of the condensed interim consolidated financial statements.
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CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
Consolidated Statement Of Financial Position

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
(in € million) Note December 31,2017 June 30, 2017

Goodwill 26.4 2,216 1,092 985
Intangible assets 866 785 631
Property, plant and equipment (PP&E) 11,064 10,883 10,612
Non-current financial assets and other assets 678 479 399
Investments in equity-accounted entities 14 943 356 357
Deferred tax assets 890 890 1,120
Non-current assets 16,657 14,485 14,104
Inventories 4,633 4,508 4,766
Trade receivables 3,658 3,084 3,214
Current financial assets 326 285 2670
Other current assets 1,056 1,132 1,060
Cash and cash equivalents 1,021 1,773 1,2270
Current assets 10,694 10,782 10,534
TOTAL ASSETS 27,351 25,267 24,638
Share capital 7 358 359 361
Share premiums 7 2,873 2,942 3,036
Reserves 8 8,217 7,925 7,021
Non-controlling interests 31 35 43
Equity 11,479 11,261 10,461
Non-current financial liabilities 9 2,611 2,366 2,342
Employee benefit obligations " 3,904 3,969 4,570
Provisions and other non-current liabilities 12 1,567 1,676 1,547
Deferred tax liabilities 141 13 107
Non-current liabilities 8,223 8,124 8,566
Current financial liabilities 9 2,564 493 915
Trade payables 2,205 2,501 1,985
Trade payables under factoring contracts 530 503 489
Other current liabilities 2,350 2,385 2,222
Current liabilities 7,649 5,882 5,611
TOTAL EQUITY AND LIABILITIES 27,351 25,267 24,638

(1) The figures at June 30, 2017 have been restated for comparative purposes for an amount of €400 million, according to the information disclosed in the note 21
of the December 31, 2017 consolidated financial statements.

The notes 1 to 16 are an integral part of the condensed interim consolidated financial statements.
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CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS

Consolidated Statement Of Changes In Equity

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Share Share Non-

capital premiums Reserves controlling
(in € million) (note 7) (note 7) (note 8) interests Total
AtlJanuary 1, 2017 360 3,024 7,215 a7 10,646
Net income/(loss) - - 863 - 863
Other comprehensive income - - (348) 4) (352)
Comprehensive income - - 515 (4) 511
Issuance of shares 1 12 - - 13
Reduction in capital - - - - -
Dividends and other allocations - - (613) - (613)
Share-based payments — cost of services rendered - - 3 - B
Purchase of shares - - (101) - (101)
Disposal of shares - - - - -
Non-controlling interests in share capital increases - - - - -
Other - - 2 - 2
AtJune 30, 2017 361 3,036 7,021 43 10,461
Net income/(loss) - - 837 (7) 830
Other comprehensive income - - (37) - (37)
Comprehensive income - - 800 (7) 793
Issuance of shares - 4 - - 4
Reduction in capital 2) (99) 101 - -

Dividends and other allocations - - 1 -
Share-based payments — cost of services rendered - - 4 - 4
Purchase of shares - - - - -
Disposal of shares - - - - -
Other - 1 2 (M 2)
At December 31, 2017 359 2,942 7,925 35 11,261
Net income/(loss) - - 925 (8) 917
Other comprehensive income - - 9 2 1"
Comprehensive income - - 934 (6) 928
Issuance of shares - 5 - - 5
Cancellation of shares ) (74) 75 - -
Dividends and other allocations - - (647) - (647)
Share-based payments — cost of services rendered - - 5 - 5
Purchase of shares - - (75) - (75)
Disposal of shares - - - - -
Other - - - 2 2
AT JUNE 30, 2018 358 2,873 8,217 31 11,479

(1) Including €1 million adjustment due to the first application of IFRS 9 (note 2.3.1).

The notes 1 to 16 are an integral part of the condensed interim consolidated financial statements.
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CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
Consolidated Cash Flow Statement

CONSOLIDATED CASH FLOW STATEMENT

Six months ended
Note June 30, 2018

Six months ended

(in € million) June 30, 2017
Net income 917 863
Adjustments

» Cost of net debt 5 78 95
» Other financial income and expenses 5 6 10
» Net interest on benefits M 44 59
» Income tax 292 397
» Amortization and depreciation of intangible assets and PP&E 658 677
» Operating income/(loss) from non recurring activities 4 (23) (27)
» Share of loss/(profit) from associates 13 4)
EBITDA from recurring activities 1,985 2,070
Operating income and expenses from non recurring activities (cash)

and change in provisions 13 (165) (132)
Cost of net debt and other financial income and expenses paid 13 (85) (311)
Income tax paid (211) (318)
Change in working capital, net of impairments 13 (719) (689)
Cash flows from operating activities 805 620
Purchases of intangible assets and PP&E 13 (890) (845)
Proceeds from sale of intangible assets and PP&E 42 27
Equity investments in consolidated companies, net of cash acquired (1,907) (78)
Disposals of equity investments in consolidated companies, net of cash sold 157 -
Purchases of equity investments ) (10)
Proceeds from sale of equity investments -

Cash flows from other financial assets 13 (261) 160
Cash flows from investing activities (2,868) (886)
Proceeds from issuances of shares 5 13
Dividends paid to the shareholders of the Company (637) (585)
Cash flows from financial liabilities 13 2,025 304
Purchase of shares 8 (75) (44)
Other cash flows from financing activities (8) (14)
Cash flows from financing activities 1,310 (326)
Effect of changes in exchange rates 1 (7)
INCREASE/(DECREASE) OF CASH AND CASH EQUIVALENTS (752) (599)
Cash and cash equivalents at January 1 1,773 1,826
Cash and cash equivalents at June 30 1,021 1,227M

(1) The figures at June 30, 2017 have been restated for comparative purposes, for an amount of €400 million, according to the information disclosed in note 21

of the December 31, 2017 consolidated financial statements.

The notes 1 to 16 are an integral part of the condensed interim consolidated financial statements.
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CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
Notes To The Condensed Interim Consolidated Financial Statements

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS

NOTE1 GENERAL INFORMATION

Compagnie Générale des Etablissements Michelin (CGEM or the
"Company") and its subsidiaries (together “the Group”) manufacture,
distribute and sell tires throughout the world.

The Company is a société en commandite par actions (Partnership
Limited by Shares) incorporated in Clermont-Ferrand (France).

The Company is listed on Euronext Paris (Eurolist Compartment A).

After a review by the Supervisory Board, these condensed interim
consolidated financial statements were authorized for issue by the
Managing Chairman on July 23, 2018.

Except as otherwise stated, all amounts are presented in € million.

NOTE 2 BASIS OF PREPARATION

2.1 Statement of compliance

The condensed interim consolidated financial statements have been
prepared in accordance with IAS 34 “Interim Financial Reporting”.
They do not include all the information required for full annual
financial statements and should be read in conjunction with
the Group consolidated financial statements for the year ended
December 31, 2017, which have been prepared in accordance
with IFRS as adopted by the European Union at closing date with
a mandatory application.

2.2 Accounting policies

Except as described below, the accounting policies applied in these
condensed interim consolidated financial statements are consistent
with those applied by the Group in its consolidated financial
statements for the year ended December 31, 2017.

Income taxes in the interim periods are accrued using the tax rate
that would be applicable to expected total annual earnings.

The net liability for post-retirement benefits and the related net
provision are measured based on the latest actuarial valuations
available at the previous period closing date. For the main benefit
plans (United States of America, Canada, United Kingdom, Germany
and France), the actuarial assumptions have been updated. The
main assumptions are adjusted provided that the change during
the six-month period is deemed to be significant. The market value
of the plans assets is measured at the interim closing date.
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2.3 New standards, amendments and
interpretations to existing standards
effective from January 1, 2018

/ 2.3.1 IFRS 9 "Financial Instruments”

The norm IFRS 9 has been adopted since January 2018. This norm,
retrospectively applied, has been adopted without the restatement
of comparative information in accordance with the transitory
method indicated in paragraph 7 of IFRS 9. The reclassifications
and adjustments related to the new rules concerning impairment
loss are presented in equity.

2.3.1.1 Accounting policy from January 1, 2018

Classification and evaluation

At January 1, 2018 the Group classified its financial assets to the
IFRS 9 categories depending on the SPPI factors (Solely Payment of
Principal and Interest) and its business model. This model can take
two forms: either collect the contractual cash flows and keep the
financial asset until maturity (HTC: held to collect); or collect the
contractual flows and sell the asset (HTCS: held to collect and sell).

The Group classifies and measures its debt instruments in the
following categories:

» amortized cost: held to maturity financial assets in order to collect
repayments from principal and interest;

» fair value through income statement: financial assets that do
not meet the criteria to be classified either in amortized costs
(SPPI and HTC), nor in fair value through other comprehensive
income (SPPI and HTCS).

The Group has not identified debt instruments that meet the fair
value through other comprehensive income criteria.

The Group measures all its non-consolidated equity investments at
their fair value. When the Group chooses to use the irrevocable option
to record fair value variations in other comprehensive income, the
realized gains or losses on disposal are not recycled in the income
statement. The impairment losses recognized on equity investments
are not shown separately from the other variations in fair value.



CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
Notes To The Condensed Interim Consolidated Financial Statements

Group financial assets have been classified to the IFRS 9 categories (fair value through income statement, fair value through other
comprehensive income and amortized cost) in the following manner at January 1, 2018:

Fair value

through other

Fair value through comprehensive

(in millions of euros) income statement income Amortized cost

Trade receivables - - 3,080 3,080
Current financial assets 71 - 214 285
Cash and cash-equivalents 1,323 - 450 1,773
Non-current financial assets 137 272 75 484
TOTAL 1,531 272 3,819 5,622

Impairment loss of financial assets

IFRS 9 provides a new impairment model that replaces “incurred
losses” by "expected credit losses”, which implies that the Group
uses judgment to assess expected credit losses over the expected
life of certain assets.

The Group holds two types of financial assets that require the
recognition of expected credit losses:

» trade receivables (financial assets at amortized cost);

» debt instruments booked at amortized cost.

The Group has modified its models of impairment losses under
IFRS 9 for each of these types of assets.

Trade receivables

The Group applies the IFRS 9 simplified approach in order to
determine the expected credit loss of trade receivables. The model
uses an expected credit loss at maturity for all trade receivables
since their recognition.

2.3.1.2. Impact of the transition for the Group

Debt instruments booked at amortized cost

The financial assets at amortized cost include loans to related
parties (affiliated companies or those accounted for using the equity
method), loans to personnel, to clients and other loans.The model
to determine the expected credit loss is based on the counterparty
rating and the associated default probability. Depreciation is
calculated over a 12-month horizon given the non-deterioration
of counterparty credit risk.

Hedge accounting

The group holds hedging instruments where the new provisions of
IFRS 9 are applied as follow:

» The effective portion of the changes in fair value is qualified in
hedge accounting (cash-flow hedge) and is recognized in other
reserves in equity. The ineffective portion is recognized in the
income statement. When the Group qualifies options in hedge
accounting, the changes to the intrinsic value of the option are
recognized in the other reserves in equity. The variations in time
value are also recognized in equity as the cost of hedging

» The accumulated gains or losses in equity on hedging instruments
are recorded in the income statement when the hedged item
impacts the income statement.

The adjustments booked for each line of the consolidated statement of financial position are shown below. The lines that have not been

impacted by the adoption of IFRS 9 are not shown.

December 31,2017

January 1,2018
IFRS 9 restated

(in millions of euros) as published

Non Current assets

Financial assets and other non-current assets 479 5 484
Current assets

Trade receivables 3,084 4) 3,080
Current financial assets 285 - 285
Cash and cash equivalent 1,773 - 1,773
EQUITY 11,261 1 11,262

Financial assets and other non-current assets

The group has chosen to use for some of its investments in equity
shares, the irrevocable option to measure those investments at fair
value through other comprehensive income as these investments
are held with a strategic goal and are not expected to be sold in
the short or medium term. If the investments are disposed, the
realized gain or loss remains in equity and does not impact the
income statement.

In IFRS 9, the exception of booking at cost is no longer allowed.
For this reason, the measurement at fair value of some "AFS”
investments that were measured at cost had an impact of €+5 million
at January 1, 2018.

Trade receivables

The group applies the IFRS 9 simplified approach in order to determine
the expected credit loss of trade receivables. The model uses a matrix
of the probabilities of default established by each company of the
Group based on historical write-offs, customer payment behavior
and expected losses.

Following the adoption of the expected credit loss model, an increase
in the allowance for doubtful trade receivables has been recognized
for an amount of €4million at January 1, 2018.
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Cash and cash equivalent

Cash and cash equivalents include cash in hand, on demand deposits
with banks and other short-term highly liquid investments with
original maturities of three months or less. Term deposits maturing
in more than three months, but with early withdrawal terms of
less than three months with guaranteed capital and negligible
penalties are also classified as treasury and treasury equivalents.
The Group decided to measure the term deposits at amortized cost
and the money market funds at fair value. The money market funds
"OPCVM" are measured at fair value through income statement.
Cash and cash equivalents at amortized cost are subject to the new
impairment model based on expected credit losses.

Hedging instruments

Derivative instruments qualified as hedge accounting at December
31, 2017 are eligible for hedge accounting under IFRS 9.The risk
management policy and the hedging documentation are in line with
the requirements of IFRS 9 and hedging relationships are treated
in a continuous way. The application of the cost of hedging on the
hedge relationships has no significant impact.

/ 2.3.2. IFRS 15 "Revenue from Contracts
with Customers”

IFRS 15, “Revenue from Contracts with Customers”, published
in May 2014 and adopted by the European Union in September
22, 2016, together with the amendment ”Clarifications to IFRS
15" are effective for annual periods beginning on January 1, 2018.
Their scope covers all contracts with customers, with the exception
of leases, insurance contracts and financial instruments which are
covered by other standards.

Accounting policy and critical judgements
made in the application of IFRS15

The accounting principles concerning the recognition of income
arising in the course of ordinary activities and the applicable principles
from January 1, 2018 are presented below:

The sale of tires, in the original equipment or replacement market,
constitutes the major part of Group income. In this commercial
relationship, the Group acts as a principal and not as an agent.
The clients have the full and complete possibility to use the tires
for their own benefit, or to market them, and in this case, to fix the
resale price. Furthermore, they carry the inventory risk.

The trade terms offered by Group companies, in line with normal
market practice, vary according to the category of clients and the
country in which the sales are made. They anticipate however, that
the payment for the goods sold will be made in a period appreciably
less than one year and there is therefore no reason to adjust the
promised amounts of consideration from customers to take into
account the effects of a financing component.

Each delivery of tires, either in the original equipment market with
car manufacturers or in the replacement market, represents a distinct
and separate performance obligation to be fulfilled at a point in time
and which corresponds to the loading of goods or their delivery, in
accordance with the underlying contract.

The warranties offered to the buyers cover design or manufacturing
defects, which may appear as irregular or excessive tires wear under
normal conditions of use. These warranties, which do not provide
the client with any supplementary guarantee, apart from the fact
that the tire is exempt from defects, continue to be accounted for
in conformity with 1AS 37 Provisions, Contingent Liabilities, and
Contingent Assets.
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The Group accepts, under certain conditions, to give trade concessions
or to reimburse unsatisfied clients. It also gives, occasionally and
under special circumstances, a right to return the products of
which the customer had taken control. This right gives rise to the
recognition of a refund liability and a reduction in income as well
as the recognition of an asset representing the Group’s right to
recover the goods that customers will return.

In addition, the amount that the Group effectively receives for the
tires delivered, as well as the revenue from sales booked to the
income statement, can vary as a result of the deferred rebates,
stipulated in contractual agreements and/or at the start of commercial
campaigns, which will be paid to the customers at the end of the
reference period and depending on the achievement of qualitative
or quantitative objectives fixed for that period. Their value is
determined using the expected value method. The Group relies on
the analysis of historical data and its accumulated experience to
estimate the probable amount of rebates and discounts to be paid
to the customers. The revenue from ordinary activities is therefore
recognized taking into account the uncertainty surrounding the
different elements of variable consideration and to the extent that
it is highly probable that the outcome of the uncertainty concerning
the different elements of variable consideration will not give rise to
a significant reduction in the amount of sales already recognized,
once the uncertainty is resolved. The difference between the
amounts invoiced to the customers and the revenue from ordinary
activities booked results in the recognition of a liability as a future
reimbursement booked in the position “Other short term liabilities”
of the consolidated statement of financial position.

The other sales categories comprise, essentially, the management
of tires for commercial fleets and the supply of telematics services,
the latter having for objective the reduction in the consumption
of fuel and the efficiency of fleets. The services supplied within
the framework of these contracts consist of a single performance
obligation satisfied over time for which the revenue will be recognized
according to the level of progress, measured on the basis of the
efforts made and the costs incurred.

The Group is led to conclude multi-year agreements with customers,
which include a commitment, relative to its capacity to supply the
products, in exchange for a specific consideration. This is to be paid
in advance of the fulfillment of the obligations of supplying the
products which will be spread over the duration of the contract. As
such, this commitment is considered to be linked to the supply of the
products and will be recognized as revenue as and when the supply
obligations are fulfilled. When the payment is received, a contract
liability is recognized and split between the positions “provisions
and other long term liabilities” and "other short term liabilities” of
the consolidated statement of financial position, depending on the
date of the execution of the performance obligations.

Impact of the transition

The analysis carried out, with regard to the new standard, of all
contractual relationships with customers has led to the conclusion
that the application of IFRS 15 does not have a significant impact
on the amount of revenue recognized by the Group and on the
timing of its recognition. As a consequence, the Group assessed
that the implementation of IFRS15 does not result in any change to
the presentation of its consolidated financial statements and have
no impact on equity at January 1, 2018.

The breakdown of revenue from ordinary activities used within
the Group to assess the performance is presented, by operating
segment, in note 3 “Condensed segment reporting”.
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/ 2.3.3 IFRIC 22 “Foreign currency transactions

and advance consideration”

According to IFRIC Interpretation 22 “Foreign currency transactions
and advance consideration”, purchase or sale transactions must
be translated at the exchange rate prevailing on the date the asset
or liability is initially recognized. In practice, this is usually the date
on which the advance payment is paid or received. In the case of
multiple advances, the exchange rate must be determined for each
payment and collection transaction.

The interpretation is mandatory for financial years beginning on or
after January 1, 2018. Its prospective adoption did not have any
significant impact on the Group’s consolidated financial statements.

2.4 Newly published standards, amendments
and interpretations to existing standards
that are not yet effective

/2.4.1 IFRS 16 “Leases”

IFRS 16 “Leases”, published in January 2016, endorsed by the
European Union in November 2017, is applicable at the latest from
accounting period beginning on January 1, 2019. It provides a
comprehensive model for the identification of lease arrangements
and their treatment in the financial statements of both lessees and
lessors. It supersedes IAS 17 Leases and its associated interpretative
guidance.

The new standard applies a control model for the identification
of leases, distinguishing between leases and service contracts on
the basis of whether there is an identified asset controlled by the
customer.

Significant changes to lessee accounting model are introduced as
the current distinction between operating and finance leases will
disappear. The lessee must recognize an asset, corresponding to the
right of use, and a liability corresponding to the lease commitment.
Limited exceptions for short-term leases and/or leases of low value
assets are allowed. The Group will adopt it from the accounting
period beginning on January 1, 2019.

The project launched in 2016 to assess the impacts of this standard
and manage all aspects of the transition will continue until the
end of 2018.

The identification and analysis of the contracts in order to collect
the necessary information, is progressing according to the planning.
The Group is implementing the tools and processes to be ready to
comply with the requirements of the new standard.

With regards to the transition options the standard will be implemented
according to the simplified retrospective approach. The Group is
going to adopt the exceptions provided for short-term leases and
those relating to low-value assets.

/ 2.4.2 IFRIC 23 “Uncertainty over income

tax treatments”

IFRIC Interpretation 23 “Uncertainty over income tax treatments”
clarifies the recognition and valuation principles applicable to income
tax risks. These risks arise when there is uncertainty related to a tax
position adopted by the Group that could be challenged by the
tax administration.

This interpretation is applicable for financial years beginning on
January 1, 2019, subject to its adoption by the European Union and
subject to retrospective application, with or without comparative
information restatement for the first year of application. Studies
are underway to analyze the possible impacts of this interpretation.

There are no other new standards, updates and interpretations
published but not yet effective whose impact could be significant
for the Group.

2.5 Critical accounting estimates
and judgments

The preparation of these condensed consolidated interim financial
statements in conformity with IFRS requires that management uses
assumptions and estimates to determine the value of assets and
liabilities at the date of the consolidated statement of financial
position and the amount of income and expenses for the reporting
period. The actual results could differ from those estimates.
The effective tax rate at June 30, 2018 is impacted by the significant
decrease in the tax rate in the United States and by other one-off
favourable elements specific to this first half-year.

2.6 Change in the scope of consolidation

/ 2.6.1 Acquisitions made in 2017

In October 2017, the Group acquired Lehigh Technologies in the
United States. This company is specialized in the development and
production of innovative raw materials based on the recycling of
worn non-reusable tires and other rubber-based industrial products.
The consideration paid in cash amounted to €20 million. As at
December 31, 2017, the investment was provisionally presented
under the section “Non-current financial assets and other assets” of
the consolidated statement of financial position and the consolidated
cash-flow statement. The allocation of the purchase price to the
assets acquired and to the liabilities assumed was finalized during
the first half of 2018; the goodwill resulting from the acquisition
amounts to €4 million.

In October 2017, the Group also acquired 100% of the shares of
the truck tire distributor and service provider Tructyre, in the United
Kingdom. In December, the acquisition of PTG (Germany) and
Teleflow (France), two leaders in tire pressure control systems, was
completed. Given the short lapse of time before the finalization
of the consolidated financial statements, it had not been possible
to integrate them according to the acquisition method as at
December 31, 2017 and they were provisionally presented under
the section “Non-current financial assets and other assets” of the
consolidated statement of financial position, as at December 31,
2017 for an amount of €36 million. The allocation of the purchase
price to the assets and liabilities is still in progress at June 30, 2018
and the excess of the purchase consideration over the carrying
amount of net asset acquired for those companies is recorded as
provisional goodwill for an amount of €26 million.
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/ 2.6.2 Creation of a joint venture with
Sumitomo Corporation of Americas

Michelin North America, Inc. and Sumitomo Corporation of Americas
announced on January 3, 2018 a definitive agreement to combine
their respective North American wholesale and retail distribution
activities into a joint venture named TBC, owned on a 50-50 basis
by the parties. The transaction is forming the second largest player
in the wholesale tire market in the United Sates which will operate
under a new brand, NTW.

The transaction was completed on April 5, 2018, after obtaining
customary approvals.

The Group contributed to the joint venture its Tire Centers,
LLC wholesale network in the United States for an amount of
USD 160 million, in addition to a cash consideration of USD 457 miillion.
In consideration for its contribution, the Group received 50% of
the share capital of TBC. These shares have been included on the
line “Investments in equity-accounted entities” of the consolidated
statement of financial position. Furthermore, each party Michelin
and Sumitomo has granted a USD 200 million loan to the joint
venture, thus completing its funding.

The Group accounted for the contribution of its wholesaler activity
to the joint venture in accordance with IFRS 10.

The loss of control of Tire Centers, LLC led to (i) the derecognition
of TCl's assets and liabilities from the consolidated statement of
financial position, (ii) recognition of the shares received in the newly
formed joint venture TBC at their fair value, and (jii) recognition of a
disposal gain equal to the difference between the fair value of the
shares received in counterpart of the TCI contribution and the net
carrying amount of the assets and liabilities of the former subsidiary
as a result of the loss of control. This disposal gain, amounting to
€39 million, was recognized on the line “Operating income/(loss)
from non recurring activities” of the consolidated income statement.

The Group has joint control over TBC, which has therefore been
accounted for using the equity method in the consolidated financial
statements since the acquisition date. The recognition of Michelin’s
share in net earnings of TBC will be based on TBC's financial statements
for the prior month (May 31, 2018 for the half-year closing). As at
June 30, 2018, the purchase price allocation is in progress.

/263 ATU.

On February 12, 2018, Michelin entered into an agreement with
Mobivia, the European leader in multi-brand vehicle servicing and
parts in order to drive further growth in A.T.U. (Auto-Teile-Unger),
the largest network of auto centers in Germany. To that end,
the Group acquired a 20% minority stake in the Swiss holding
company of the A.T.U. network for a total amount of €60 million.
This partnership is assessed as an associate being accounted for
using the equity method.
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/ 2.6.4 Acquisition of Fenner Plc

In March 2018, the Group and Fenner Plc announced that they
have reached an agreement on the terms of a recommended cash
acquisition pursuant to which Michelin would acquire the entire
issued and to be issued share capital of Fenner Plc by means of
a Court-sanctioned scheme of arrangement under Part 26 of the
United Kingdom’s Companies Act 2006.

After Fenner’s shareholders approved the Scheme in May and
clearance from the antitrust authorities was obtained, the Scheme
was sanctioned by the Court and the acquisition became effective
on May 31, 2018.

Each Fenner shareholder subject to the Scheme received 610 pence
in cash for each Fenner Plc share on or before June 14, 2018,
valuing Fenner Plc at approximately GBP 1.3 billion on an enterprise
value basis.

Headquartered in Hessle, United Kingdom, Fenner Plc is one of the
leaders in heavy conveyor belts industry and a global player in the
heavy and complex conveyor belt solution market. It is a leading
player in reinforced polymer technology as well. Fenner reported
revenues of GBP 655 million for the year ended August 31, 2017.

By this acquisition, the Group's ambition is to provide mining industry
customers with a comprehensive offering, ranging from tires to
conveyor belts with related services and solutions, and to enhance
both companies’ geographical reach. Furthermore, the transaction
is expected to broaden high-technology materials expertise and
innovation. Michelin and Fenner have each developed premium
product portfolios. The addition of Fenner’s polymer portfolio will
help Michelin to break into the reinforced polymer markets, notably
in consumer goods, industrial equipment and medical segments.
Michelin will rely on Fenner to further develop its expertise in
advanced materials and engineered products.

Considering the very recent date on which the transaction was
completed, the Group has consolidated Fenner’s statements of financial
position as at May 3, 2018, but the income statement of June was
not taken into account. Furthermore, the purchase price allocation
to the identifiable assets acquired and to the liabilities assumed, as
required by IFRS 3, has not yet been initiated. Provisional goodwill,
calculated as the difference between the purchase price and the
carrying amount of net asset at acquisition date (" carrying amount
of net asset”), amounts to €1,107 million. The identification and
measurement of the identifiable assets acquired and the liabilities
assumed at their fair value at acquisition date will start during the
second half of the year and it will be completed within 12 months
from the acquisition date, i.e., no later than May 31, 2019.
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As at acquisition date, the consolidated statement of financial position of Fenner Plc is as follows:

(in € million) Atacquisition date
Intangible assets 54
Property, plant and equipment (PP&E) 238
Non-current financial assets and other assets -
Deferred tax assets 16
Non-current assets 308
Inventories 109
Trade receivables and other current assets 181
Cash and cash equivalents 77
Current assets 367
Non-current financial liabilities 187
Provisions and other non-current liabilities 23
Deferred tax liabilities -
Non-current liabilities 210
Current financial liabilities -
Trade payables and other current liabilities 202
Current liabilities 202
TOTAL FAIR VALUE OF NET ASSETS ACQUIRED 263

The excess of purchase consideration over the carrying amount of net asset acquired, before allocation to identifiable assets and liabilities

assumed, is as follows:

(in € million) Atacquisition date
Fair value of consideration transferred (1) 1,370
Carrying amount of net asset (2) 263
PROVISIONAL GOODWILL (1) - (2) 1,107

Net cash-flow generated by the acquisition is as follows:

(in € million) At acquisition date
Fair value of consideration transferred (1,370)
Cash acquired 77
Acquisition costs paid (16)
CASH-FLOW FROM THE ACQUISITION (1,309)

Given the amount, acquisition-related costs incurred in relation to the recommended cash offer for the shares of Fenner Plc have been
accounted for on the line “Operating income/(loss) from non recurring activities” of the consolidated income statement.

2.7 Seasonality

Usually cash flows during the first half of the year are mainly
impacted by higher working capital needs and dividend payments.

2.8 Impacts of the Group’s organizational
change on financial information

On January 1, 2018, the Group changed its managerial and
operational organization:

» 14 Business Lines (LB) were created with the mission of developing
every strategic aspect in their product/customer segment.
They manage their profitability, their industrial sourcing, their
pricing policy, their product and service offers and their market
approach, as well as partnerships/mergers and acquisitions;

» the Regions, numbering 10, market products and services, with
no hierarchical link to the LBs;

» it all relies on 8 operational directions that provide expertise and
support to LBs and Regions.

The Business Directions (DB), each headed by a member of the
Group's Executive Committee, supervise the LBs according to their
field of activity, which corresponds, with very few exceptions, to
those of the old Product Lines.

As a result, the new organization does not have a significant impact
on the structure of the segment reporting published.
In addition, goodwill is now tested at the level of LBs or groupings

of LBs, to which they are assigned, according to the same logic
that was used for their assignment in the previous organization.

In respect of the financial statements, as of June 30, 2018, the
Group has not identified any indication of goodwill impairment
before allocation according to the new organization.
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NOTE3 CONDENSED SEGMENT REPORTING

Following the new organization described in note 2.8, the segment
reporting is presented with three operating segments:

» Automotive and related distribution;

» Road transportation and related distribution;

» Specialty businesses and related distribution.

Specialty businesses include the Specialty tire business activities
(Mining, Off-Road, Two Wheel and Aircraft tires) and High Technology

materials. As at June 30 2018 Fenner’s business has been provisionally
allocated to this segment.

These three operating segments are almost identic to the segments
previously presented with the exception of some reallocation of

(2) Transfer of Construction Truck tires from the “Road Transportation”
segment (formerly Truck tires) to the "Specialty businesses”
segment.

The operating segment performance is evaluated based on operating
income from recurring activities, in a manner consistent with that
of the consolidated income statement.

This measurement basis excludes from the operating segments
the effects of income and expenses from non-recurring activities.
Group financing (including the cost of net debt and other financial
income and expenses), result sharing from associates and income tax
are managed on a Group basis and are not allocated to operating
segments.

activities; the main ones being:

(1) Transfer of the replacement light-truck tires, from the ” Automotive”
segment (formerly Passenger Car and Light Truck) to the “Road
Transportation” segment;

The information by operating segment is as follows:

Six months ended June 30, 20

Six months ended June 30, 2017

Road Specialty Road Specialty
Automotive transportation businesses Automotive transportation businesses
andrelated andrelated and related andrelated andrelated and related
(in € million) distribution distribution distribution distribution distribution  distribution Total
Net sales 5,607 2,782 2,214 10,603 6,009 2,928 2,122 11,059
Operating income
from recurring
activities 646 195 486 1,327 764 214 415 1,393
In percentage of net
sales 11.5% 7.0% 22.0% 12.5% 12.7% 7.3% 19.6% 12.6%

Sales between Group’s companies are carried out at arm’s length. The sales to external parties reported to the Managing Chairman are
measured in @ manner consistent with that in the consolidated income statement.

Segment reporting assets are as follows:

June 30, 2018 December 31,2017
Road Specialty Road Specialty
Automotive transportation businesses Automotive transportation businesses
andrelated and related and related andrelated and related and related
(in € million) distribution distribution distribution distribution  distribution distribution Total
Segment assets 9,689 5,606 5,392 20,687 9,682 5,457 3,586 18,725

Segment assets consist of goodwill and intangible assets, property, plant and equipment, finished products inventories and trade receivables.
They are measured in a manner consistent with that of the consolidated financial statements.

Group corporate assets are allocated to each segment.
The geographic information is broken down by zone hereunder:

Six months ended June 30,2018

Six months ended June 30, 2017

North North
(in € million) Europe America Other Total Europe America Other Total
Net sales 4,177 3,692 2,734 10,603 4,106 4,100 2,853 11,059

Europe includes western and eastern European countries. North America includes Mexico. Asian, South-American, Middle-Eastern, Oceanic
and African countries are included in “Other”.

The Group sales information is based on the location of the customer.
The net sales in France for the six months ended June 30, 2018 amounted to €1,012 million (2017: €980 million).
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NOTE4 OPERATING INCOME AND EXPENSES FROM NON-RECURRING ACTIVITIES

(in € million)

Six months ended

Six months ended
June 30, 2018 June 30, 2017

Reorganizations and adaptation of activities
Impairment of fixed assets

1 3)
(11) (10)

Retiree benefit costs (7) 52
Other operating income/(expense) 40 (12)
OPERATIONAL INCOME/(LOSS) FROM NON RECURRING ACTIVITIES 23 27

4.1 Six months ended June 30, 2018

Other operating income and expense include mainly (i) a disposal
gain amounting to €39 million, recognized as a result of the loss
of control of the subsidiary TCI, LLC which has been contributed
to the TBC joint venture (note 2.6.2) and (ii) a €16 million expense
corresponding to the acquisition-related costs incurred to effect
the business combination with Fenner (note 2.6.4).

4.2 Six months ended June 30, 2017

An income amounting to €62 million was generated by evolution
of provisions for employee benefits and was related to the pension
plans in the United Kingdom and the healthcare plan in the United
States of America.

NOTE5 COST OF NET DEBT AND OTHER FINANCIAL INCOME AND EXPENSES

Cost of net debt and other financial income and expenses are broken down in the table below:

Six months ended

Six months ended
June 30, 2018

(in € million) June 30, 2017
Interest expenses 91) (93)
Interest income 1 2
Interest rate derivatives 5 (11)
Fees on credit lines ©) 2
Capitalized borrowing costs 8 9
COST OF NET DEBT (78) (95)
Net income from financial assets (other than cash and cash equivalents

and cash management financial assets) 1 7
Currency remeasurement (including currency derivatives) (3) (12)
Other 4) (5)
OTHER FINANCIAL INCOME AND EXPENSES (6) (10)
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NOTE6 EARNINGS PER SHARE

Components of the basic and diluted earnings per share calculations are presented in the table below:

Six months ended Six months ended
June 30, 2018 June 30, 2017

Net income/(loss) (in € million), excluding the non-controlling interests 925 863

> Less, estimated grants to the General Partners (6) (6)

Net income/(loss) attributable to the shareholders of the Company
used in the calculation of basic earnings per share 919 857

» Plus, interest expenses on convertible bonds = -

Net income/(loss) attributable to the shareholders of the Company

used in the calculation of diluted earnings per share 919 857
Weighted average number of shares (thousands of shares) outstanding

used in the calculation of basic earnings per share 179,481 180,081
» Plus, adjustment for share option plans 171 288
» Plus, adjustment for convertible bonds = -
» Plus, adjustment for performance shares 885 670
Weighted average number of shares used in the calculation

of diluted earnings per share 180,537 181,039
EARNINGS PER SHARE (in €)

» Basic 5.12 4.76
» Diluted 5.09 4.73

Diluted earnings per share is calculated by adjusting the net income attributable to shareholders and the weighted average number of shares
outstanding to assume conversion of all dilutive potential shares. At June 30, 2018, the Company has two types of financial instruments
which are potentially dilutive: stock options and performance shares.

NOTE 7 SHARE CAPITAL AND SHARE PREMIUMS

(in € million) Share capital Share premiums

AtJanuary 1, 2017 360 3,024 3,384
Issuance of shares from the exercise of share options and performance shares 1 12 13
Reduction in capital - - -
Other - - -
At June 30, 2017 361 3,036 3,397
Issuance of shares from the exercise of share options and performance shares - 4 4
Reduction in capital 2) (99) (101)
Other - 1 1
At December 31, 2017 359 2,942 3,301
Issuance of shares from the exercise of share options and performance shares - 5 5
Cancellation of shares M (74) (75)
Other - - -
AT JUNE 30, 2018 358 2,873 3,231
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Shares
(number of shares) Shareissued  Treasury shares outstanding
AtJanuary 1, 2017 180,066,121 - 180,066,121
Issuance of shares from the exercise of share options and performance shares 226,269 - 226,269
Purchase of shares - (400,286) (400,286)
Disposal of shares - - -
Reduction in capital - - -
Other - - -
AtJune 30, 2017 180,292,390 (400,286) 179,892,104
Issuance of shares from the exercise of share options and performance shares 121,794 - 121,794
Purchase of shares - (492,911) (492,911)
Disposal of shares - - -
Reduction in capital (893,197) 893,197 -
Other - - -
At December 31,2017 179,520,987 - 179,520,987
Issuance of shares from the exercise of share options and performance shares 106,085 - 106,085
Purchase of shares - (648,231) (648,231)
Disposal of shares - - -
Cancellation of shares (648,231) 648,231 -
Other - - -
AT JUNE 30, 2018 178,978,841 - 178,978,841

The dividend approved at the General Shareholders’ Meeting on May 18, 2018, was €3.55 per share (2017: €3.25 per share). It has been

fully paid in cash for a net amount of €637 million (2017: €585 million).

NOTE 8 RESERVES

Translation  Treasury Other Retained -
(in € million) reserve shares  reserves earnings Total
AtJanuary 1, 2017 9 - 172 7,034 7,215
Dividends and other allocations - - - (613) (613)
Share-based payments — cost of services rendered - - - 3 3
Purchase of shares - (101) - - (101)
Disposal/cancellation of shares - - - - -
Other - - - 2 2
Transactions with the shareholders of the Company - (101) - (608) (709)
Net income/(loss) attributable to the shareholders of the Company - - - 863 863
Post-employment benefits - - - (28) (28)
Tax effect — post-employment benefits - - - (3) (3)
Other items of comprehensive income that will not be reclassified
to income statement - - - (31 (31
Equity investments — change in fair values - - 10 - 10
Tax effect — equity investments — change in fair values - - (7) - (7)
Equity investments — gain/(loss) recognized in income statement - - 5 - 5
Currency translation differences (319) - 3) - (322)
Other - - - 3) 3)
Other items of comprehensive income that may be reclassified
to income statement (319) - 5 3) (317)
Comprehensive income (319) - 5 829 515
At June 30, 2017 - carried forward (310) (101) 177 7,255 7,021
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Translation  Treasury Other Retained -
(in € million) reserve shares  reserves earnings Total
AtJune 30, 2017 - brought forward (310) (101) 177 7,255 7,021
Dividends and other allocations - - - 1 1
Share-based payments — cost of services rendered - - - 4 4
Purchase of shares - - - - -
Disposal/cancellation of shares - 101 - - 101
Other - - - (2) (2)
Transactions with the shareholders of the Company - 101 - 3 104
Net income/(loss) attributable to the shareholders of the Company - - - 837 837
Post-employment benefits - - - 294 294
Tax effect — post-employment benefits - - - (132) (132)
Other items of comprehensive income that will not be reclassified
to income statement - - - 162 162
Equity investments — change in fair values - - - - -
Tax effect — equity investments — change in fair values - - 10 - 10
Equity investments — gain/(loss) recognized in income statement - - (5) - (5)
Currency translation differences (209) - 3 - (206)
Other 23 - (86) 65 2
Other items of comprehensive income that may be reclassified
to income statement (186) - (78) 65 (199)
Comprehensive income (186) - (78) 1,064 800
At December 31, 2017 (496) - 929 8,322 7,925
Dividends and other allocations - - - (647) (647)
Share-based payments — cost of services rendered - - - 5 5
Purchase of shares - (75) - - (75)
Dsiposal/cancellation of shares - 75 - - 75
Other - - - - -
Transactions with the shareholders of the Company - - - (642) (642)
Net income/(loss) attributable to the shareholders of the Company - - - 925 925
Post-employment benefits - - - 80 80
Tax effect — post-employment benefits - - - (19) (19)
Equity investments — change in fair values - - 6 - 6
Tax effect — equity investments — change in fair values - - (1) - (1)
Other items of comprehensive income that will not be reclassified
to income statement - - 5 61 66
Equity investments — change in fair values - - - - -
Tax effect — equity investments — change in fair values - - - - -
Equity investments — gain/(loss) recognized in income statement - - - - -
Currency translation differences (34) - 2 - (32)
Other® 23 - (37) (11) (25)
Other items of comprehensive income that may be reclassified
to income statement (1) - (35) (1) (57)
Comprehensive income (11) - (30) 975 934
AT JUNE 30, 2018 (507) - 69 8,655 8,217

(1) Including fair value variation on cash-flow hedge derivatives for €-35 million and €1 million adjustment due to the first application of IFRS 9 (note 2.3.1).

Under the share buyback program authorized at the May 19, 2017
Annual Shareholders Meeting, an agreement was signed in
February 2018 by which the Group undertook to buy back from
an investment services provider a variable number of shares before
November 22, 2018, for a maximum amount of €75 million.
The investment service provider applied the contractual provision
by which he was entitled to accelerate the purchase of the shares,
consequently all of the shares have been effectively bought back
and were cancelled at June 30, 2018. The average unit price of the
648,231 shares acquired during the first half-year 2018 was€115.70.
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Under the share buyback program authorized at the May 13, 2016
Annual Shareholders Meeting, an agreement was signed in
February 2017 by which the Group undertook to buy back from
an investment services provider a variable number of shares before
November 24, 2017, for a maximum amount of €100 million.
An amount of €100 million has been reclassified as current financial
liabilities in the consolidated statement of financial position at
the date the agreement was concluded. The debt is then reduced
by the amount of effective buy back of shares from the provider,
totaling €44 million as at June 30, 2017. The average unit price
of the 400,286 shares acquired as at June 30, 2017 was €109.06.
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NOTE9 FINANCIAL LIABILITIES

The carrying amount of financial liabilities is presented in the table below:

(in € million) December 31, 2017
Bonds 2,046 1,770
Loans from financial institutions and other 199 217
Finance lease liabilities 257 228
Derivative instruments 109 151
Non-current financial liabilities 2,611 2,366
Bonds and commercial paper 1,918 172
Loans from financial institutions and other 541 272
Finance lease liabilities 21 20
Derivative instruments 84 29
Current financial liabilities 2,564 493
FINANCIAL LIABILITIES 5,175 2,859

The Group net debt is analyzed in the table below:

(in € million) December 31,2017
Financial liabilities 5,175 2,859
Derivatives recognized as assets (166) (148)
Borrowing collaterals (55) (42)
Cash management financial assets (180) (180)
Cash and cash equivalents (1,021) (1,773)
NET DEBT 3,753 716

The Group issued in January 2018 exclusively cash-settled convertible
bonds with a total face value of USD 600 million. The bonds were
issued at 95.5% of their face value. Those bonds do not bear interest
and are redeemable at par on November 10, 2023.

In addition to that bond issuance, the Group subscribed to call
options settled in cash only, enabling it to fully cover its exposure
to the exercise of the conversion rights embedded in the bonds.

This set of transactions, which were covered by euro-denominated
swaps, provides the Group with the equivalent of classic euro-
denominated bond financing at an advantageous cost.

In January 2017, the Group had issued exclusively cash-settled five
year convertible bonds with a total face value of USD 500 million.
These bonds were issued at par.

In April 2017, the Group had issued additional convertible bonds
with a total face value of USD 100 million. These bonds were issued
at 103.50% of their face value.

NOTE 10 SHARE-BASED PAYMENTS

Those bonds are redeemable at par and do not bear interest.

In addition to these issues, the Group subscribed to financial
instruments with the same maturity, enabling it to fully cover its
exposure to any positive or negative changes in the share price. This
set of transactions, which were covered by euro-denominated swaps,
provides the Group with the equivalent of classic euro-denominated
bond financing at an advantageous cost.

These operations have been accounted for in accordance with the
accounting policies described in sections 3.4 to 3.6 of note 3 of
the consolidated financial statements as at December 31, 2017.

The optional components of convertible bonds and the financial
instruments subscribed for hedging purposes are recorded under
“Non-current financial assets and other assets” and “Non-current
financial liabilities”.

Other significant items for explaining the change in net debt are
the dividend paid to the shareholders and the buyback of shares
carried out in the first half of 2018 as detailed in note 8.

No share-based payments were done during the first six-month period of 2018.
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NOTE 11 EMPLOYEE BENEFIT OBLIGATIONS

CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS

Notes To The Condensed Interim Consolidated Financial Statements

Movements of provisions included in employee benefit obligations are as follows:

(in € million) Pensionplans  Other plans M
AtJanuary 1 2,149 1,820 3,969 4,763
Contributions paid to the funds (40) - (40) (54)
Benefits paid directly to the beneficiaries 17) (58) (75) (89)
Other movements 21 - 21 -
Items recognized in operating income
Current service cost 21 29 50 52
Actuarial gains or (losses) recognized on other long term benefit plans - - - -
Past service cost resulting from plan introductions or plan amendments - - - (62)
Past service cost due to curtailments of defined benefit plans (8) (5) (13) -
Gains or (losses) on settlements of defined benefit plans - - - -
Other items 8 - 8 7
Items recognized outside operating income
Net interest of the net defined benefit liability (asset) 21 23 44 59
Items recognized in other comprehensive income
Translation adjustments 10 10 20 (134)
Actuarial gains or (losses) (57) (31 (88) 42
Portion of unrecognized asset due to the application of the asset ceiling 8 - 8 (14)
AT JUNE 30 2,116 1,788 3,904 4,570

Actuarial gains and losses recorded in equity are primarily explained by changes in discount rates applied to plans and by the experience
adjustments on plan assets located in the following countries:

United United -
(in € million) Euro zone Kingdom States Canada Total
Discount rate at June 30, 2018 1.58% 2.55% 4.18% 3.60% n/a
Discount rate at December 31, 2017 1.54% 2.55% 3.68% 3.50% n/a
Inflation rate at June 30, 2018 1.85% 3.20% 2.50% 2.00% n/a
Inflation rate at December 31, 2017 1.82% 3.30% 2.50% 2.00% n/a
Actuarial gains/(losses) on change in assumptions 10 (25) (192) (16) (223)
Experience gains/(losses) on plan assets - 27 103 5 135
ACTUARIAL GAINS OR (LOSSES) 10 2 (89) (11) (88)

Rates and amounts shown in the above table relate to benefit plans for which an actuarial valuation has been carried out for the interim period.

NOTE 12 PROVISIONS AND OTHER NON-CURRENT LIABILITIES

Movements of provisions included in “Provisions and other non-current liabilities” are as follows:

Reorganizations and

Litigation,
warranties and

(in € million) adaptation of activities other provisions Total
AtJanuary 1,2018 410 454 864
Additional provisions 16 51 67
Provisions utilized during the year (92) (37) (129)
Unused provisions reversed during the year (©)] ) (10)
Translation adjustments - - -
Other effects - 3 3
AT JUNE 30, 2018 326 469 795

The balance of the “Provisions and other non-current liabilities” caption includes mainly contracts liabilities as described in note 2.3.2.
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NOTE 13 DETAILS OF THE CASH FLOW STATEMENT

CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
Notes To The Condensed Interim Consolidated Financial Statements

Details of the cash flows are presented in the table below:

S A1 X[ [l: B Six months ended
June 30, 2018 June 30, 2017

(in € million)
Investment grants (6) (6)
Change in employee benefit obligations (64) (95)
Change in litigation and other provisions 7 8
Restructuring costs (96) 48)
Other (6) 9
Operating income and expenses from non recurring activities (cash)
and change in provisions (165) (132)
Interest and other financial expenses paid (98) (326)
Interest and other financial income received g 1
Dividends received 4 4
Cost of net debt and other financial income and expenses paid (85) (311)
Change in inventories (175) (475)
Change in trade receivables and advances (404) (464)
Change in trade payables and advances (130) (M
Change in trade payables under factoring contracts 34 193
Change in other receivables and payables (44) 58
Change in working capital, net of impairments (719) (689)
Purchases of intangible assets (90) (75)
Purchases of PP&E (498) (510)
Government grants received 10 19
Change in capital expenditure payables (312) (279)
Purchases of intangible assets and PP&E (890) (845)
Increase in other non-current financial assets (232) (16)
Decrease in other non-current financial assets B 4
Net cash flows from cash management financial assets - 20
Net cash flows from borrowing collaterals (13) 37
Net cash flows from other current financial assets (19) 11)
Cash flows from other financial assets (261) 16
Increase in non-current financial liabilities 476 510
Decrease in non-current financial liabilities 21) 31
Repayment of finance lease liabilities (11) (13)
Net cash flows from current financial liabilities 1,626 (76)
Derivatives (45) (86)
Cash flows from financial liabilities 2,025 304
Details of non cash transactions:
> New finance leases 34 84
» Decrease of liabilities to minority shareholders = -
» New emission rights 6 4
(1) The figures at June 30, 2017 have been restated for comparative purposes, according to the information disclosed in the note 21 of the December 31, 2017

consolidated financial statements.
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Notes To The Condensed Interim Consolidated Financial Statements

NOTE 14 EQUITY-ACCOUNTED ENTITIES AND RELATED PARTY TRANSACTIONS

Notes 2.6.2 and 2.6.3 describe the main changes in scope of consolidation relating to equity-accounted entities which occurred during
the first-half 2018.

Share in net earnings of equity-accounted entities is as follows:

Six months ended Six months ended
(in € million) June 30,2018 June 30, 2017

Share in net earnings of associates - 1
Share in net earnings of joint ventures (13) 3
SHARE IN NET EARNINGS OF EQUITY ACCOUNTED COMPANIES (13) 4

The profit resulting from “downstream” transactions made with TBC was deducted from the share in TBC net earnings by the percentage
representing the Group’s equity interest in the joint venture for an amount of €9 million.

Changes in investments in equity-accounted entities are as follows:

Total investment in

Investments in Investments in equity accounted
(in € million) associates joint ventures entities
AtJanuary 1, 2017 202 107
Share in net earnings of the period 1 3 4
Dividend payments 2) - 2)
Change in scope of consolidation 11 - 41
Translation adjustments (6) (5) (11)
Other (1 17 16
At June 30, 2017 235 122 357
Share in net earnings of the period 8 2 10
Dividend payments m 7 ¢)
Change in scope of consolidation (7) - (7)
Translation adjustments (3) (3 (6)
Other 1 9 10
At December 31,2017 233 123 356
Share in net earnings of the period - (13) (13)
Dividend payments 4) - (4)
Change in scope of consolidation® 63 519 582
Translation adjustments 1 16 17
Other 5 - 5
AT JUNE 30, 2018 298 645 943

(1) Including €519 million relating to the formation of the TBC joint venture (note 2.6.2) and €60 million relating to the shareholding interest in the associate holding the
A.T.U. distribution network (note 2.6.3).

There were no other significant new transaction between related party during the first half of 2018 nor other significant changes in the
scope of transactions between related party which are described in the 2017 consolidated financial statements.
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CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
Notes To The Condensed Interim Consolidated Financial Statements

NOTE 15 LITIGATIONS AND CONTINGENT LIABILITIES

15.1 Tax audit in Germany

Following a tax audit covering the periods 2005 to 2009, which
gave rise in 2015 to notifications of intended tax adjustment in
respect thereof, a German subsidiary has received during the first
half of 2018 the relating final tax audit report and the amended
tax assessment notices.

The final tax audit report includes an adjustment of the subsidiary’s
taxable income of €382 million through an estimation of the
overall profit of the subsidiary using the Group average margin as
an appropriate margin for the subsidiary. This adjustment includes
notably for €298 million the challenge by the tax authorities of the
effects, on the subsidiary, of the transfer price policy applied by the
Group. The items relating to transfer pricing were pointed out in
the 2015 notifications of intended tax adjustment. Furthermore,
the tax administration considers in its final report that the subsidiary
did not provide all the requested information in order to justify the
applied transfer price policy.

The maximum financial risk relating to this litigation amounts to
€227 million (€146 million for the additional tax and the balance
for late interests).

The payment becomes due within a month from the receipt of the
final notifications issued by the German tax authorities (Federal and
Local) to the company head of the German tax group. The receipt
of these notifications started on July 12" and is on-going at the
date these financial statements are published.

The Group does not accept any of the positions taken by the
German tax authorities.

On July 17th, the Group filed towards the German tax authorities:

» A request for suspension of enforcement related to the payment.
A decision is expected within the next few weeks.

» An appeal against the methodology used by the tax authorities
and based on the Group average margin.

Furthermore, the Group is preparing to apply for a Mutual Agreement
Procedure (MAP) according to the EU Arbitration Convention or the
respective Double Tax Treaties, with respect to the specific items of
the tax assessment notices, amounting to €298 million and relating
to the transfer price policy.

The Group considers that it has strong arguments to make its point
of view prevail and it is more likely than not it will be successful in
each of the actions already filed or about to be filled.

In 2016 a new tax audit covering the periods 2010 to 2014 was
initiated; but no conclusion can be made at the date these financial
statements are published.

On that basis, the Group assesses that the maximum financial risk
it may suffer is not significant.

15.2 Legal claims in Brazil

In relation to an investment project at its Resende plant (State of
Rio de Janeiro), a Brazilian subsidiary of the Group benefitted in
2010, by means of a decree issued by the State governor, from
tax advantages taking the form of deferred tax payments on the
importation of machines and raw materials, as well as access to a
BRL1,029 million (around €230 million at June 30, 2018 closing
exchange rate) credit line.

A lawsuit instigated in 2013 against the subsidiary is still ongoing,
the plaintiff pleading the unconstitutional nature of the decree by
which the advantages had been given and alleging damages caused
to the Public Treasury.

After having received a favorable ruling in April 2015, the subsidiary
was condemned on appeal in October 2016. The judgment only
concerned the deferred tax payments relating to the importation of
industrial machines for the Resende plant. In June 2017, the Group
has filed two appeals in order to reach the higher courts which will
be judged by the Superior Court of Justice and the Supreme Court,
respectively, after a local analysis of their admissibility. The Group
estimates that the amount of financial risk related to this litigation
to be in the region of BRL 32 million.

In November 2016, the Prosecutor of the State of Rio de Janeiro,
based on the appeal ruling of October 2016, started a new lawsuit
against the subsidiary and demanded that it restitutes all of the
advantages received following the decree.

The subsidiary opened legal proceedings to suspend the lawsuit, but
its request was rejected by the judge who ordered the sequestration
of the subsidiary’s assets for an amount up to the level of the credit
line granted.

The subsidiary, which has never made use of the credit line,
entered an appeal for an immediate suspension and annulation
of the decision. The request for a suspension was rejected but as
of December 31, 2017, the preliminary decision concerning the
sequestration of the company’s assets had not been put into effect.

OnJune 4, 2018, the Judge hearing the case instigated in November
2016 by the the Prosecutor of the State of Rio de Janeiro, decided to
dismiss the lawsuit, once the accusation is not admissible anymore
on the basis of a new law enacted in 2017. In rendering his decision,
the judge revoked the legal order to freeze the subsidiary’s assets.
As at June 30, 2018, certification and official publication of the
decision were pending. The decision can be appealed by the Public
Prosecutor until August 2, 2018.

Furthermore, as the decision of dismissing the lawsuit was provided
without judgment of the substantive matter of the case, the Public
Prosecutor could file a similar lawsuit with additional elements
and claims.

The Group contests all of the positions expressed by the Brazilian
legal authorities in the different lawsuits ongoing and considers that
it is more likely than not that it will make its points of view prevail.

15.3  Other contingencies

No new legal claim that may have a significant impact on the cash
or on the financial position of the Group occurred during the first
semester of 2018.

MICHELIN - FIRST-HALF 2018 FINANCIAL REPORT 121



CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
Notes To The Condensed Interim Consolidated Financial Statements

NOTE 16 EVENTS AFTER THE REPORTING DATE

The reported amounts of assets and liabilities at the date of the
consolidated statement of financial position were adjusted, if
needed, up to the date when the Managing Chairman authorized
for issue the interim financial statements.

Acquisition of Camso

On July 12, 2018, Michelin and Camso announced that they have
reached an agreement whereby the Group will acquire Camso,
headquartered in Magog, Quebec, Canada and whereby the
two companies’ off-the-road (OTR) operations will be combined.
Acquisition price will amount to USD 1.45 billion.
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Reporting net sales of USD 1 billion, Camso has been designing,
manufacturing and marketing OTR mobility solutions since 1982.
Camso is a market leader in rubber tracks for farm equipment
and snowmobiles, and in solid and bias tires for material handling
equipment. It also ranks among the top three players in the construction
market, in track and tire solutions for small heavy equipment.

The transaction is subject to the customary approvals. Within the
context of this acquisition, the Group strategy is to hedge its euro/
dollar currency risk with contingent forward contracts and options.
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STATUTORY AUDITORS' REVIEW REPORT
Statutory Auditors’ Review Report on the 2018 Interim Financial Information

STATUTORY AUDITORS’ REVIEW REPORT ON THE 2018 INTERIM FINANCIAL
INFORMATION

For the half year ended June 30, 2018

This is a free translation into English of the Statutory auditors’ review report issued in French and is provided solely for the convenience of
English speaking readers. This report should be read in conjunction with, and construed in accordance with, French law and professional
auditing standards applicable in France.

To the Shareholders,

In compliance with the assignment entrusted to us by your Annual General Shareholders’ Meeting and in accordance with the requirements
of article L. 451-1-2-Ill of the French monetary and financial Code (Code monétaire et financier), we hereby report to you on:

» the review of the accompanying condensed interim consolidated financial statements of Compagnie Générale des Etablissements Michelin,
for the six months ended June 30, 2018;

» the verification of the information contained in the interim management report.

These condensed interim consolidated financial statements are the responsibility of the Managing Chairman. Our role is to express a
conclusion on these financial statements based on our review.

. CONCLUSION ON THE FINANCIAL STATEMENTS

We conducted our review in accordance with professional standards applicable in France. A review of interim financial information consists
primarily of making inquiries of persons responsible for financial and accounting matters, and applying analytical procedures. A review is
substantially less in scope than an audit conducted in accordance with professional standards applicable in France and consequently does
not enable us to obtain assurance that we would become aware of all significant matters that might be identified in an audit. Accordingly,
we do not express an audit opinion.

Based on our review, nothing has come to our attention that causes us to believe that the accompanying condensed interim consolidated
financial statements are not prepared, in all material respects, in accordance with IAS 34 —the standard of IFRS as adopted by the European
Union applicable to interim financial information.

Il. SPECIFIC VERIFICATION

We have also verified the information given in the interim management report on the condensed interim consolidated financial statements
subject to our review. We have no matters to report as to its fair presentation and consistency with the condensed interim consolidated
financial statements.

Neuilly-sur-Seine and Paris-La Défense, July 23, 2018
PricewaterhouseCoopers Audit Deloitte & Associés
Jean-Christophe Georghiou Pascale Chastaing-Doblin
Statutory auditors
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STATEMENT BY THE PERSON RESPONSIBLE

Statement by the Person Responsible for the First Half 2018 Financial Report

STATEMENT BY THE PERSON RESPONSIBLE FOR THE FIRST HALF 2018

FINANCIAL REPORT

| hereby declare that, to the best of my knowledge, (i) the condensed
financial statements for the past six-month period have been prepared
in accordance with generally accepted accounting principles and
give a true and fair view of the assets, liabilities, financial position
and results of the Company and the undertakings included in the
consolidation, and (ii) the first-half business review on pages 68 to
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98 presents a fair review of the material events that occurred in
the first six months of the financial year and their impact on the
interim accounts, as well as a description of the principal risks and
uncertainties for the remaining six months of the year.

Jean-Dominique Senard
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