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Presentation 

Operator 
Hello and welcome to the Amer Sports Half-Year Financial Results Conference Call. Throughout the call, all the participants will be 
in listen-only mode. And afterwards, there’ll be a question-and-answer session. And just to remind you, this conference call is 
being recorded. Today, I am pleased to present Samppa Seppälä, Head of Corporate Communications and IR. Please begin your 
meeting. 
 

Samppa Seppälä 
Thank you. Good afternoon, ladies and gentlemen. It’s Samppa Seppälä speaking, from Amer Sports IR. Welcome to join this call 
on our second quarter results, which we have announced two hours ago. With me in this call are our CEO, Heikki Takala; and our 
CFO, Jussi Siitonen. We’ll start with a short presentation followed by a Q&A session. By that time, our dear operator will assist 
you with technical support of how to ask questions. But without a further delay, let’s kick off the call, and I will hand over to 
Heikki. Please go ahead. 
 

Heikki Takala 
Good afternoon, ladies and gentlemen, and a welcome for me as well. We titled the presentation Normal Q2, our strategic 
priorities are delivering and we have a solid view on the H2. And in a nutshell, the year 2018 for us is very much the pattern of 
2017, the way that we delivered last year. So H1, actually – so indeed a normal Q2. We grew sales by 2% in local currencies. And 
as a reminder, the Q2 is always in-season orders. We don’t deliver any pickups or actually any pre-orders. EBIT was down a few 
million versus a year ago. More importantly, it always reflects our spending in H2 and beyond. So when we have visibility of the 
pre-orders and the order books for the second half of the year and into 2019, then we spend accordingly. Working capital, very 
much the same. We – typically in Q2, we prepare for those pre-orders and we built inventory to deliver in Q3 and Q4.  
 
Going into the kind of second topic, the strategic priorities, they are delivering well. Our direct consumer was up 15% for the 
quarter. And within that, own retail up 11% and e-commerce up 22%, so a solid transformation going on there. Modern sales 
channels are 30% of the sales given for this quarter. And just to remind, the modern sales channels consists of own retail, e-
commerce, e-tail and click-and-mortar. And, again, as a reminder, just six, seven years ago, we did not have modern sales 
channels at all, so this number was basically close to zero. 
 
Importantly, our trades delivered a very strong quarter, up strong double-digits, and the order book for the second half is strong 
and the indications going into 2019 continue to be strong. China, solid 21% growth, very much in line with our collide target. And, 
very encouragingly, the USA is starting to rebound and we’re looking at a return to up to mid single-digits growth after a couple 
of flat years following the wholesale disruption which took place in this US market. 
 
Just a final point, we are always in a long-term sustainable growth mode. And currently, we are still consolidating the footwear 
distribution. We’re cleaning up some of this lower-quality distributions, and that’s taking its toll in the current year top line. 
Importantly, in the United States, where the footprint is healthy, we continue to grow at double-digit rate in footwear, so the 
reduction is mainly impacting EMEA. Going into 2019, we actually see things improving quite well, so we are encouraged by the 
actions we are taking. 
 
Then moving onto the full year, so looking at H2, we are actually having a solid view. We’re expecting double-digit growth in 
many of the areas of the company, and that’s backed up by the pre-orders and the order books we have in place. Winter sport 
equipment is looking at approximately 10% pre-order growth. Arc’teryx is up strong double-digit growth in the pre-orders and 
order book, and Suunto sports instrument continues to grow well as the building blocks are well laid out for the second half of 
the year. 
 
Importantly, Precor, whilst having delivered a relatively flattish H1, we now start to get benefits from the expansion into the 
budget segment, and we’ve just won the largest ever two-year customer contract in Precor’s history. It’s a customer called Planet 
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Fitness, which is the largest low-cost operator in the United States and in the world, and we expect that the contract could be 
worth at least $30 million over the two-year duration cycle. 
 
Finally, we added Peak Performance to the company’s portfolio as of Q3, so we closed the deal. And now, it will be accretive to 
our growth and to our profits as of Q3. The building blocks are quite well in place, including, of course, all of the transformation 
areas which continue to drive the business forward. 
 
And then just one point on Peak Performance. This indeed accelerates our strategic transformation, and especially so in the areas 
of self-goods and direct-to-consumer, and, of course, we need to mention the female consumer, where it’s heavily weighted. 
And, of course, the Peak Performance takes the company towards areas of faster growth and profitability as well as better asset 
efficiency. We can take a deeper look into Peak Performance in this September capital markets day, so not more about it here 
today. 
 
Then moving on to balance sheet, so I hand over to Jussi, please. 
 

Jussi Siitonen 
Thank you, Heikki. So, before diving into the balance sheet numbers, still a word about Peak Performance. So as Heikki 
mentioned, Peak we'll have in our P&L numbers from Q3 onwards. However on the balance sheet, we have only the closing 
balance sheet of the Peak now in our Q2 numbers. So no P&L impact, only the closing balance sheet. That will have an impact or 
has an impact on some of the comparisons what we have at the – on the balance sheet numbers. 
 
As you can see, our net debt was up some 236 million from the year after, driven only by big acquisition. That impact was 242 
million there. That also explained the increase what we have in capital input. 
 
Even though having only Peak closing balance sheet on our Q2, we succeeded in improved capital turnover and return on capital 
employed respectively. Net debt EBITDA and net debt equity are now clearly higher than the year after, only due to Peak. 
Excluding Peak, we would have been at the level of 2.1 times on net debt EBITDA and 0.67 on net debt equity. 
 
We expect free cash flow following the normal seasonal pattern what we have. It continue being negative also Q3, so that full 
year cash flow is then made in Q4, and this has been the case for the last five years. Of course, this will impact all of the non-Q3 
net debt numbers. 
 
Moving on to the next page, where we have opened up our gross margin development at US hedges. You can see here our gross 
margin development, the blue dot there, and average US dollar hedge levels for the past three years, as well as this year’s 
development. The key takeaway here is that the hedge levels have remained unchanged[?] in 2017, and they are becoming more 
favourable now in 2019 onwards. This, combined with channel mix change – channel mix change toward higher gross margin 
distribution, provide us with a good toolbox for gross margin improvement. We won’t give any precise guidance on how much 
this improvement built in our 2018 accounts, but the last 12 months’ gross margin gives you some indication about the expected 
level what we will have for the full year. 
 
The next slide, which is the first-half OPEX growth, which stays at the previous year level of €13 million. All store openings and 
digital platform investments where the biggest single items what we have there in investment-driven OPEX growth. Maintenance 
OPEX now up 4 million, mainly due to strong maintenance OPEX cuts what we had in first half 2017, partly bouncing back to the 
normalised level. However, for full year, we expect maintenance OPEX being quite flattish versus 2017. 
 
With these words, I’m giving it back to you, Heikki. 
 

Heikki Takala 
Okay, and I’ll go a bit deeper into the Q2 numbers just to kind of go them through. Q2 is not that important for us, but okay, let’s 
do that in any case. 
 
Outdoor first as the first category or segment to be reviewed here. Net sales up 4% in local currencies, driven by apparel, 
especially by Arc’teryx. Footwear was down slightly, as we always indicated going into the year. It had a minus 2% quarter, and 
that’s basically a good outcome in a situation where we are significantly cleaning up the distribution. 
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Winter sports was up by double digits, but actually Q2 is non-existing as current business is more the pre-orders, which are 
important, and as communicated already here, the pre-orders are up 10%, so that will mean solid or strong profitable growth in 
that segment. 
 
Sports instruments in Q2, very solid, 23% growth. We see that the pipeline is working, and our distribution expansion is clearly 
working, and hence we are glad to see that re-ignition of the growth, and of course, that growth will then drive also solid 
profitability going forward. 
 
Cycling, minus 10%. That segment continues to be under quite some pressure because the OEM market is still declining, and 
hence, you know, we are now doing everything there to get the business back on track and keep it at that solid level of 
attractiveness. EBIT for the business – for the segment all in all was very close to the last year's level. I’m here talking about the 
total Outdoor. 
 
Then looking at Ball Sports, we continue to drive the business more for cash and more profit in absence of attractive growth 
opportunities, so the kind of role of the category remains unchanged here to deliver top line indeed at previous year’s level, and 
we had a solid profitability improvement driven both by gross margins and good OPEX discipline.  
 
Moving on to Fitness, the net sales were at the previous year’s level. Solid growth in China and Japan and, you know, clear profit 
now coming from the product and customer expansions that we invested against over the past couple of years, and EBIT there 
was at zero, so we are actually going backwards, but of course we expect EBIT to follow the top-line dynamics. And now we 
expect the top line to start really re-igniting, and one of the key building blocks is the contract we made with Planet Fitness, and 
we expect it to be worth at least 30 million over the two years, and the starting for that contract – the start of the deliveries – is 
expected to be in Q4 this year.  
 
Finally, outlook unchanged, so guided by the long-term targets and strategies. We expect the net sales in local currencies, as well 
as EBIT, to increase in 2017, and the prioritised areas remain unchanged. So, in net, a normal quarter, the key transformational 
and strategic areas of the company are working well and the pipeline – the outlook – is solid, backed up by good pre-orders and 
good order book overall and then pretty good visibility of the demand which is in the marketplace. 
 
So, with that, I would like to hand it over for Q&A. Thank you. 

Q&A 

Operator 
Thank you. And, ladies and gentlemen, if you do wish to ask a question, please zero one on your telephone keypad now. If you 
wish to withdraw your question, you may do so by pressing zero two to cancel, and there will be a brief pause while any 
questions are being registered. 
 
And the first question is from the line of Panu Laitinmaki from Danske Bank. Please go ahead. Your line is open. 
 

Panu Laitinmaki 
Thank you, I would have two questions. Firstly, on the guidance, you made a statement that quarterly growth and improvement 
are expected to be uneven. So does it mean that the run of uncertain quarters are still not behind us at this point? 
 
And then second question is on the Fitness. So your guide is quite clearly that – in terms of 20 million contract starting in Q4, but 
what about Q3? And then, about the other kind of potential orders in that division, you sounded quite optimistic. So can you kind 
of describe if there is more to come on top of this order mentioned? Thank you. 
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Heikki Takala 
All right. We typically don’t change the guidance or the outlook during the year unless there is a significant reason to change the 
wording. So we basically – I tried to open up by saying that the logic of the year follows very much that of 2017. How it exactly 
happens between the quarters, so be it Q3, Q4, it depends so much when the customers want to take the pre-orders, when they 
want to take the deliveries. More important is to look at the H2. Having said that, I don’t think it’s going to be a poor illogical H2. 
So it’s not going to be that tremendous swings between the quarters, so look at the last year’s pattern. That should be quite as 
giving[?]. 
 
The second point, yes, we – I would actually ask whoever has the line open, could you please go into mute? There’s a lot of noise 
on the line. So apologies for this, but that would enhance the reply. 
 
So on the second point, which is on the Fitness, we do follow, of course, with very good visibility the order rate and the 
participation rate in the future orders. We have a good pipeline of potential orders all the time. And we expect improvement and 
growth coming from that kind of steady based pipeline. And then, every now and then, as we win these big deals, they then 
represent a significant upside to that base expectation. So we believe that the Planet Fitness deliveries will start to be significant 
in Q4. We may actually get some in Q3 already, but that’s now being prepared and we’re starting to prepare for the production. 
And then it’s really up to the customer when they want to take the – and when they plan to take the deliveries and installation 
when the new gyms are opening etc, when there is a replenishment cycle. 
 
So I would say that the fitness business should to improve from here at the top line, and then we see a clear improvement in Q4, 
a clear growth. And by the way, it’s always, anyway, Q4-biased every single year. 
 

Panu Laitinmaki 
Thank you. 
 

Operator 
The next question is from the line of Harri Paakkola from Nordea. Please go ahead. Your line is open. 
 

Harri Paakkola 
Yes, good day. So the first question regarding the winter equipment orders, could you give any indication how big they are or 
how much are the orders usually in terms of the whole-year sales for the segment? That’s the first. 
 

Heikki Takala 
Yes. I mean, the pre-orders typically are up to 80% of the total-year sales, if that’s what you – what was the question. Yes, you 
can use about 80% as a rule of thumb. How big they are, well, 10% up, so if you take 10% up on that 80% of the sales, I guess you 
can do the math. 
 

Harri Paakkola 
Yes, okay, that answers the question. The second question which I have is regarding the situation of the distributors in the US and 
Europe. How has that changed? Are the inventories still high, and is there any pressure to have campaign sales going forward? 
How has that changed since the last quarter report? Thanks. 
 

Heikki Takala 
Yes, typically – especially for Q2, we only delivery in-season orders. We don’t push a lot of inventory for the trades, so you’ll not 
see a lot of promotional sales. We actually always prioritise full-price sales. That’s what you see. That’s been always the logic we 
have. In some of the brands it’s only full-price sales, as you know, like Arc’teryx and so. 
 
And, more importantly, the last Q4 winter season emptied the return stocks quite well, so – because we know that the pipe is 
quite clean. And that’s, of course, very good because we know that there is good demand and the inventory levels there are 
healthy. And we don’t sit on inventories. We always get rid of our own inventories at the season end, so whatever we then ship 
come at good margins. And from that point of view, it looks like a very healthy pipeline which we are shipping in there. And, of 
course, as I said already, the inventories of the retailers are expected to be quite clean, which is, of course, a good situation. 
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Harri Paakkola 
Okay. So inventory is coming down a little bit for the distributors? 
 

Heikki Takala 
I mean, last year, last winter season especially, the sales growth was good, and we don’t expect that there is actually any extra 
inventory. So we expect that the pipe to be, if not exceptionally clean, at least clean. 
 

Harri Paakkola 
Okay. Thanks. That’s all. 
 

Operator 
And just as a reminder, if you do have any further questions for the speakers, please press zero and then one on your telephone 
keypad now. Next question is from the line of Jutta Rahikainen from SEB. Please go ahead. Your line is open. 
 

Jutta Rahikainen 
Thank you and good afternoon. I would be interested in the channel growth in the sense that how much you want and can split it, 
but the question really is, if we look at the modern channels, you say that's around 30% of your group sales. Is it possible to give a 
number on how much that modern channel sales is growing, if not Q1 but more in a broader terms, versus then the old channel, 
if I put it that way, are presumably decreasing or flattish? 
 
And specifically, I will be interested on a group level. I do understand this is a tricky one because you have so many different 
businesses, but particular the apparel side would be interesting. So you do write in the report that it’s driven by Arc'teryx, the 
growth, but then the channels would be also interesting. Is it online, is it own stores, is it perhaps still some retail distributors and 
all that? So any cover on that would be very helpful. Thanks. 
 

Heikki Takala 
Okay. Well, let’s do it so that we'll go a bit more into detail at the CMD, because it's a – the topic is important enough to deserve 
good attention, but let me try your best. For modern channels, we're up 18%, and clearly within that you saw that our own retail 
was up 11%, our e-commerce was up 18%. So here we're talking basically H1 results, so keep that in mind. But modern channels 
up 18%, own retail was up low double digits, and e-commerce, own e-commerce was up 22%. That means that the e-tail and 
click-and-mortar is up 20% plus. So that's kind of the combination. It is very much driven by our footwear, apparel and Suunto. 
That’s where be send most – sell most in the modern channels, of course. 
 
And then, if you look at the rest of the kind of trade or rest of the channels, you are right. First is actually down, so the kind of 
traditional wholesale continues to be slightly down, with significant kind of variances. We got the – some of the, call it, big box 
distribution is down more, and then some of the specialty distribution is actually – is up. So we see quite significant variances 
there, and this is where we probably need to come back at the CMD to go a bit more into detail so that the segmentation also is 
clear and understandable for you. 
 

Jutta Rahikainen 
Okay. Thank you. Then I guess we will see more about that in September. 
 

Operator 
Next question is from the line of Panu Laitinmaki from Danske Bank. Please go ahead. Your line is open. 
 

Panu Laitinmaki 
Yes. Thank you. Just a couple of additional questions.  
 
Firstly on gross margin, which remained flat year-on-year. It was up in Q1, and I think at that time you kind of mentioned it would 
be up for the full year, so the question is do you still see that happening? And then secondly on cycling, the trends remained 
quite negative. Do you see any change to that? And, well, that's question number two. And then thirdly, on footwear, you 
mentioned very strong growth in the US. How much is that market of the total footwear at the moment? 
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Jussi Siitonen  
Hi, Panu. It's Jussi. I start first with this gross margin and then hand it over to Heikki for the next two ones there. When we came 
out with Q1, I said that you should not use Q1 improvement as a proxy for full year when it comes to gross margin improvement. 
I repeat that especially now with Q2. Q2 is a low season for us. You have those manufacturing differences and the likes there, so 
that does not represent a full-year outlook, what we had in Q2. 
 
What I just mentioned then I went through the gross margin development there, that last 12 months gross margin levels should 
provide you with predict indications for the full-year levels also, so that mitigates the negatives there and gives some indication 
the level where we should be at the year-end, which means that we expect gross margin to improve. 
 

Heikki Takala 
Okay, and I'll take the third question on footwear. The question is how much just about footwear – the US represents on 
footwear. It’s below 20%, so it's not far away from being a $100 million business, not quite there yet but just about there.  
 
On cycling, it's an interesting situation. The kind of all the transformational elements which we have been driving, they work 
really well. So we’re growing in apparel, we’re growing in helmet, we’re growing in carbon wheels, we’re growing in the United 
States, we're growing in business to consumer. So all of these things are contributing, but then the kind of old hard core of our 
Mavic business has been in aluminium wheels, and that's where the OEM business is impacting us significantly. 
 
We know how to make, in masses, very, very good aluminium wheels. We have the capacity. We have the factories. And as the 
demand continues to decline, of course, we are managing down that capacity and we continue to do so, because the demand is 
clearly shifting to carbon. It's a rush. 
 
We were right getting into carbon. We are heavily there but, of course, that legacy side is still weighing on our results. We’ll do 
the right thing. We'll always do the right thing. And we reset the capacities we expect of ourselves, and we'll get the business 
right, but it takes a bit of time. And, of course, once the market will rebound as it always at some stage does when the 
inventories are kind of melted and all of that at retail level, then, of course, that will help but we're not seeing that quite yet 
unfortunately. 
 

Panu Laitinmaki 
Thank you.  
 

Operator 
Okay. And there are currently no further questions registered so I'll hand the call back to the speakers. Please go ahead. 
 

Samppa Seppälä  
Thank you. Well, we'd like to thank you for participating in this call. So, there is no additional question. Thank you for being on 
the call and have a pleasant rest of the day. Bye now. 
 

Operator 
This now concludes the conference call. Thank you all for attending. You may now disconnect your lines. 


