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Ladies and Gentlemen, dear Shareholders

In May 2011, we were able to inform you that the
current year had started well and that encouraging
results had been recorded during the first three
months of the year. We are now pleased to an-
nounce that the second quarter proved every bit
as good as the first. New orders have remained at
the high level seen at the beginning of the year and,
with the usual time lag between receipt of orders
and billing, sales have followed this positive trend.
Sales were CHF 84.7 million in the second quarter
of 2011, up 44.7% on the preceding quarter, which
still had not fully benefited from the positive effects
of the recovery. During the second quarter, our
workforce — which had been only slightly reduced
during the crisis — was extremely busy. If we had
slimmed down our installed production capacity
and international distribution network during the
2008-2010 crisis, we would have been unable to
cope with the growth that we are currently enjoy-
ing. Thus the crisis strategy put in place in 2008 is
now fully bearing fruit.
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Sales of CHF 143.3 million were generated during
the first half of 2011. This is in line with last au-
tumn’s expectations and double the figure achieved
in the same period in 2010. Given that exchange
rate trends in recent months have been very unfa-
vourable to us, since they have a direct and strongly
negative impact on our margins, first-half year EBIT
can be described as good, coming in at CHF 10.9
million, equivalent to an EBIT margin of 7.6%. Dur-
ing the first half of 2011, the gross margin (32.9%)
was below our target of around 40% during a pe-
riod when our production capacity was being used
to the full. This unfavourable situation is due both
to the strength of the Swiss franc hitting margins
and to production capacity that was still not being

fully exploited in the first quarter of 2011. Thanks
to the lasting effects of the savings programmes
implemented during the crisis and the positive in-
fluence of the weakening of the euro and the US
dollar on the costs of our sales and service organ-
isation abroad, operating costs (25.2%) were be-
low our objective of keeping them at alevel of about
30% of sales. The negative impact of the decline
in gross margin on the result was thus partially off-
set by lower than expected operating costs. Thus
we can present acceptable operating results de-
spite the strength of the Swiss franc.

Following this brief overview, we would like to in-
form you of the main facts that marked the first half
of 2011.

Business report

During the first half of 2011, we received orders
worth CHF 157.1 million, including CHF 78.7 mil-
lion in the second quarter. This was 62.6% up on
the same period a year earlier, when the company
received orders worth CHF 96.6 million. We also
saw positive growth in gross sales, which stood
at CHF 143.3 million for the first half of 2011. CHF
58.6 million of this was billed in the first quarter and
CHF 84.7 million in the second. This represents
growth of 105.5% on the same period in 2010, when
sales totalled CHF 69.7 million.

Markets

During the first half of 2011, the economic situa-
tion in all our target markets was favourable. As a
result, we benefitted from customers’ investments
in capacity renewal and expansion. Business grew
very pleasingly in Switzerland and southern Europe,
where strong growth in the watch-making and
automotive industries was reflected in sustained
machine sales. Thanks to our substantial presence
in southern Europe, where our customers particu-
larly appreciate our technical support and servic-
ing organizations, we have gained market share
despite the unfavourable exchange rate situation.
In northern Europe, there was increased demand
from the automotive industry for multispindle lathes
capable of efficiently producing large series of parts,
particularly in the second quarter. In the United
States, we benefited from our customers’ expansion
of production capacities in medical technology. In
Asia, we are focusing on the segment covering
high-price top-of-the-range products, where we
have gained a number of new customers, chiefly in
the electronic and automotive industries.



Products

The MediSIAMS trade fair was held in Moutier in
early May. This fair is regarded as a major medical
technology event in Europe, which is why we chose
to premiere the EvoDECO 10 there. This new ma-
chine’s ease of use and high performance set it
apart from competitors. It replaces the DECO 10,
of which we have sold several thousand since it
was launched in the second half of the 1990s. The
EvoDECO 10 incorporates substantial improve-
ments on its predecessor and has aroused great
interest among customers, much like the EvoDECO
16, which was launched in 2010 and is currently
enjoying great success. The EMO trade fair, the
most important for our industry, will be held in
Hanover in September 2011. We will be unveiling
anew multispindle lathe at the fair along with a new
single-spindle intended for large diameters. We ex-
pect these two products, both of which are aimed
partially at new market segments, to arouse strong
interest among target customers.

New technology

On 11 February 2011, we informed you that we were
purchasing patents and know-how concerning a
concept for novel machines for chemically treating
surfaces of machined parts. This acquisition was
financed by increasing share capital and is part of
our general strategy to transform Tornos from a
machine manufacturer into a supplier of complete
production systems. The new surface treatment
machines will meet an important customer need
in that they will enable customers to extend their
share of the value creation chain and to reduce their
manufacturing cycle times. Prototypes have been
constructed since the acquisition was announced,
and will now be tested and optimized with cus-
tomers. Market launch is planned 2012 and the
technology will make its public debut at EMO in
September 2011. Other possibilities to enlarge the
product and technology portfolios will be pursued.
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Foreign currencies

The appreciation of the Swiss franc has become a
major preoccupation since the middle of the sec-
ond quarter. We now bill some 50% of our sales in
euros, while costs and purchases in this currency
amount to some 20% of turnover. As for the US
dollar, 10% of sales are billed in this currency, while
costs and purchases billed to us in it represent
only 3% of turnover. The balance of about 40% is
denominated in Swiss francs. However, only half
of this proportion is billed in Switzerland, the
remainder being destined for countries in Asia or
European countries outside the euro zone. In all
these cases, and even though billing is denomi-
nated in Swiss francs, prices and margins are also
subject to a certain degree of pressure on account
of competition from Japanese producers and manu-
facturers based in the euro zone. To summarize,
the Tornos Group has more costs in Swiss francs
than billing. Declining margins and/or competitive-
ness are the consequences of this situation, since
the market finds it difficult to accept any increase
in prices in euros or US dollars. Unfortunately, there
is no way to completely eliminate the currency hand-
icap that the Swiss franc represents for Switzer-
land’s exporting companies. We market our prod-
ucts at a price that reflects the margin that we wish
to obtain and we justify having higher prices than
our European and Japanese competitors by pro-
viding products that are more innovative and bet-
ter suited to the market than theirs, based on tech-
nologically advanced solutions and accompanied
by high-quality advice and an after-sales service
on which our customers can rely. In due course we
also wish to increase the proportion of costs billed
to us in euros and US dollars by buying, as far as
possible, parts and modules produced in the euro
and US dollar zones in order to benefit from more
extensive natural hedging of exchange rate risks
than we have at the moment. Finally, we are en-
deavouring to improve productivity at our Moutier
and La Chaux-de-Fonds factories so that we can
manufacture our products at lower cost. These
measures should enable us to successfully com-
bat the appreciation of the Swiss franc.



Interim consolidated financial statements

as at 30 June 2011

The unaudited consolidated financial statements
at 30 June 2011 are enclosed. They have been pre-
pared in accordance with International Accounting
Standard 34 (Interim Financial Reporting).
Compared with the first half of 2010, the 2011 finan-
cial statements are on an upward trend and our
workforce is busy most of the time. Gross sales of
CHF 143.3 million have resulted in an operating
profit (EBIT) of CHF 10.9 million and a net profit of
CHF 5.4 million whereas, in the same period a year
earlier, we posted a net loss of CHF 14.2 million
and an operating loss of CHF 12.9 million on gross
sales of CHF 69.7 million. This marked improve-
ment on the preceding year is due to sales having
more than doubled. This doubling of sales can be
explained by the economic recovery in our target
markets and regions and the commercial success
achieved by our products.

Despite the strength of the Swiss franc, we have
improved our gross margin, which rose from 22.2%
in 2010 to 32.8% for the current year. This improve-
ment is due to a better usage rate and better use
of installed production capacity. Compared with
the same period a year earlier, operating costs were
up CHF 7.7 million, or 27.1%. This increase is ex-
plained by the elimination of short-time working
and by the additional costs associated with an
increase in business volume. As a percentage of
sales, however, they have declined, from 40.7% in
2010 to 25.2% for the current year. We recorded
a positive operating cash flow of CHF 8.6 million
compared with CHF 5.5 million for the same period
in 2010. Net debt was CHF 34.3 million, down
CHF 4.3 million on the beginning of the year. Share-
holders’ equity of CHF 120.3 million at 30 June 2011
represented 54.1% of the balance sheet total of
CHF 222.6 million.

Outlook

In view of the annual shutdown of our business and
customers’ holidays, we expect a fairly weak third
quarter followed by a strong pick-up in the fourth
quarter. Overall, we expect second-half deliveries
of about the same order of magnitude as the first
half. But our sales and operating result may con-
tinue to decline on account of the exchange rate
situation. Provided that the debt crisis in Europe
and the United States does not cause a new reces-
sion and that exchange rates stabilize, we expect
gross sales of CHF 250 to 280 million and an EBIT
margin of 5 to 7% for the year as a whole.
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Francois Froté
Chairman of the
Board of Directors

The French version of the report on the first half-
year is the official one.
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OUR OFFICES

TORNOS HOLDING S.A.
TORNOS MANAGEMENT
HOLDING SA

TORNOS SA

Rue Industrielle 111
CH-2740 Moutier

Tel. +41 (0)32 494 44 44
Fax +41 (0)32 494 49 03
contact@tornos.com
www.tornos.com

TORNOS TECHNOLOGIES
DEUTSCHLAND GmbH
Karlsruher Str. 38

D-75179 Pforzheim

Tel. +49 (0)7231/910 70
Fax +49 (0)7231/910 750
contact@tornos.de

TORNOS HOLDING FRANCE SA

TORNOS TECHNOLOGIES
FRANCE SAS

Boite postale 330

St-Pierre en Faucigny
F-74807 La Roche

s/Foron Cedex

Tel. +33 (0)4 50 038 333
Fax +33 (0)4 50 038 907
contact@tornos.fr

TORNOS TECHNOLOGIES
IBERICA SA

Pol. Ind. El Congost

Avda. St Julia, 206 Nave 8
E-08403 Granollers

Tel. +34 93 846 59 43

Fax +34 93 849 66 00
commercial.tti@tornos.com

TORNOS TECHNOLOGIES
ITALIA SRL

Via Cesare Pavese 21
1-20090 Opera/MI

Tel. +39 02 5768-1501

Fax +39 02 5768-15230
contact@tornos.it

TORNOS TECHNOLOGIES
U.S. CORPORATION

1 Parklawn Drive
US-Bethel, CT 06801

Tel. +1 203 775-4319

Fax +1 203 775-4281
info-us@tornos.com

TORNOS TECHNOLOGIES
UK Ltd

Tornos House

Whitwick Business Park
Coalville

UK-Leicestershire LE67 4JQ
Tel. +44 (0) 1530 513100
Fax +44 (0) 1530 814212
sales@tornos.co.uk

TORNOS TECHNOLOGIES
POLAND Sp. z o.0.

Ul. Spétdzielcza 37
PL-55-080 Katy Wroctawskie
Tel. +48 226 72 91 81

Fax +48 226 16 55 81
poland.contact@tornos.com

TORNOS TECHNOLOGIES
(SHANGHAI) LIMITED

Hui Feng Creativity Garden
Feng Yu Building, 1-2F
No. 239, Xitai Rd. Xu Hui
District.

CN-Shanghai 200232

Tel. +86 21 6235 1235

Fax +86 21 6235 1938
china.contact@tornos.com

ALMAC S.A.

ALMATRONIC S.A.

39, Bld des Eplatures
CH-2300 La Chaux-de-Fonds
Tel. +41 (0) 32 925 35 50

Fax +41 (0) 32 925 35 60
info@almac.ch
www.almac.ch
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TORNOS TECHNOLOGIES
ASIA LIMITED

Unit 4, G/F, Transport City
Building

1-7 Shing Wan road

Tai Wai, Shatin.N.T.

Hong Kong

Tel. +852 2691 2633

Fax +852 2691 2133
asiapacific.contact@tornos.com

TORNOS TECHNOLOGIES
(HK) LIMITED

Unit 4, G/F, Transport City
Building

1-7 Shing Wan road

Tai Wai, Shatin.N.T.

Hong Kong

Tel. +852 2691 2633

Fax +852 2691 2133
asiapacific.contact@tornos.com

TORNOS SA THAILAND
REPRESENTATIVE OFFICE
119/46 Moo8, 7th Floor
Bangna Trad Km. 3 Rd.
Bangkok 10260

Thailand

Tel. +66 2746 8840 1

Fax +66 2746 8842
thailand.contact@tornos.com

TORNOS TECHNOLOGIES ASIA LTD
MALAYSIA

REPRESENTATIVE OFFICE

K-7-1, Lorong Bayan Indah Dua

Bay Avenue, 11900 Pulau Pinang
Penang, Malaysia

Tel. +6 04 642 6562 / 642 6563

Fax +6 04 642 6561
malaysia.contact@tornos.com

TORNOS COMERCIO IMPORTAGCAO

E EXPORTAGAO DE MAQUINAS
FERRAMENTA LTDA

Av. Dr. Cardoso de Melo 1470 conj. 604
04548-004 Vila Olimpia

Sé&o Paulo

Brazil

Tel. +55 1 130 456 995
brazil.contact@tornos.com



