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LETTER TO SHAREHOLDERS

“We accelerated
our pace of growth

and achieved our
targets for 2018.”

Mark Langer, Chief Executive Officer

Dear Shareholders,
Dear Readers,

HUGO BOSS looks back on a successful 2018. We increased our pace of growth as planned and achieved
our annual targets. Overall, sales grew by four percent on a currency-adjusted basis to EUR 2.8 billion.
Even more encouraging, this growth was broad-based. Above all, our own retail business, and here in
particular our online business, enjoyed dynamic growth. The latter increased at a strong double-digit
rate in 2018. Our wholesale business also recorded sales growth in the past year. This positive sales
development does not only show that both our new menswear and womenswear collections are very
well received by customers, it also means that the consistent execution of our strategic priorities is
paying off.

Sales growth accelerated noticeably in 2018 in all regions. In our home market Europe, by far the
largest region, we enjoyed robust growth, driven by our consistent strength in the British market. In
the Americas, our retail and wholesale businesses likewise contributed to growth. In Asia/Pacific,
we continued the positive trend and once again achieved overproportional growth. In particular, the
Chinese market continued to enjoy strong momentum, recording double-digit growth on a comp store
and currency-adjusted basis.

Besides sales, operating income (EBITDA before special items) also turned out as we forecast at
the beginning of 2018. At EUR 489 million, it remained roughly on the prior year's level. A series of
investments to ensure sustainable, profitable growth were the reason why we have not yet converted
sales growth into higher profits. These included especially investments in the quality of our products
and in the digital transformation of our business model. The latter also contributed to the fact that
we recorded significant growth in our own online business and, for the first time, achieved sales
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above EUR 100 million. This shows us that we successfully implemented improvements of the
hugoboss.com website and that customers are responding very well to our online presence with its
consistent alignment toward BOSS and HUGO.

“We achieved significant progress in implementing
our strategic priorities.”

| am particularly pleased that we also made significant progress in implementing our strategic priorities
in 2018. We are very proud of the successful realignment of our BOSS and HUGO brands. Our customers
were able to experience this for the first time in stores last year, with the launch of the Spring/Summer
2018 collections. Clearly, the BOSS and HUGO fashion shows were also among my personal highlights.
In September, we presented BOSS Menswear and BOSS Womenswear together again for the first time
as part of New York Fashion Week. With the theme “California Breeze,” the new Spring/Summer 2019
collections created excitement — and found very positive resonance — with modern looks that convey
the relaxed feeling of the California coast with a combination of pastel tones and bold color accents.
HUGO had already presented its Spring/Summer 2019 collections in July as part of Berlin Fashion
Week. With striking neon colors, light fabrics and contrast details, HUGO reflects the modern street
style of Berlin’s “mixmasters” and club scene.

We also made significant progress in further developing our distribution strategy. That was true especially
for our online business. Last fall, we intensified our partnership with the well-known online retailer
Zalando. While we added BOSS Businesswear to the product line available through Zalando, importantly,
from now on we will be offering this collection via the partner program platform by ourselves. | am
convinced that we will be able to serve the needs of our customers better in the future with this sort
of cooperation. Consequently, we have set ourselves the goal of entering into further cooperations in
the online segment in the coming years, with a strong focus on the Asia/Pacific and Europe regions.

In 2018, we also successfully advanced our most important distribution channel, brick-and-mortar retail.
We further optimized our store portfolio and modernized our stores. Already today, our customers
can experience our menswear and womenswear collections in a new environment in many BOSS
stores worldwide. With modern architectural features and a large number of digital services, the next-
generation store concept guarantees customers a unique shopping experience. HUGO has also been
presenting itself with a brilliant new look in many major cities since last year. The first HUGO stores
with their unique store concept opened last year in London, Paris and Dubai, among other places. Our
fashion-conscious, progressive HUGO customers are impressed by our unconventional store designs
and tight integration with social media.

We have made very good progress in the digitization of our business model. We increasingly develop
and distribute our collections using digital tools. This enables us to respond faster to market trends
and keep our finger on the pulse of the times with our products. Product development for parts of
the HUGO collection is already fully digitized today. For distribution to wholesalers, we rely more and
more on the use of digital showrooms. And in our stores, we provide customers with a high-quality
shopping experience thanks to a large number of digital services across all our distribution channels.
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“We want to be the most desirable
premium fashion and lifestyle brand globally.”

We have set ourselves the goal of being the most desirable premium fashion and lifestyle brand globally.
Our Business Plan 2022, which we presented in November 2018, is entirely focused on this goal. The
focus is on two strategic priorities — personalization and speed. We will personalize our offerings even
more in the future, while at the same time speeding up central processes. Equally, we will make sure to
achieve sustainable profitable growth in the years to come. Specifically, we want to increase sales by
five to seven percent on average in the next four years on a currency-adjusted basis, thereby growing
faster than our relevant market segment. Four factors will be decisive for us: significant growth in our
own online business, an improvement in retail sales productivity, fully exploiting the growth potential
in Asia, and above-average growth of HUGO in the contemporary fashion segment.

In addition, we want to boost the operating margin (EBIT margin) to 15 percent by 2022. To make sure
we succeed, we will not only increase our operating efficiency in coming years, but also elevate the
desirability of our brands. Our ultimate goal is to achieve a significant increase in value in the coming
years for you, dear shareholders. To ensure that you will benefit from our Company’s long-term
success, we will continue to focus strongly on a sustainable dividend policy in coming years. We
intend to continue distributing between 60 and 80 percent of the Group's net income as dividends to
our shareholders annually.

“The current year will be all about the execution
of our Business Plan 2022."

The current year will already be all about the execution of our Business Plan 2022. For this year, we
expect to increase currency-adjusted Group sales at a mid-single-digit percentage rate. At the same
time, operating income (EBIT) should grow at a high single-digit rate, thus significantly stronger than
sales. In doing so, we will set an important milestone in the implementation of our Business Plan 2022
and achievement of our mid-term targets.

In conclusion, dear shareholders, HUGO BOSS is optimally set up for long-term success. We have
two strong and globally recognized brands in BOSS and HUGO, a one-of-a-kind global distribution
network, and top-notch employees who are passionate and devoted to inspiring our customers anew
every day. My particular thanks and recognition goes to our employees for all their efforts over the
past year. They are the heart of HUGO BOSS and a foundation for lasting success. Together we have
established the conditions to meet our targets for 2019 and beyond.

Sincerely yours,

\4 %

Mark Langer
Chief Executive Officer
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REPORT OF THE SUPERVISORY BOARD

Dear shareholders,

The HUGO BOSS Group achieved its financial goals in a challenging economic environment in fiscal
year 2018, while at the same time making further substantial progress in its strategic realignment. The
Supervisory Board continued to perform its duties with the utmost care in fiscal year 2018, providing
comprehensive advice to the Managing Board in a close, trust-based collaboration and monitoring its
management activities. It entirely complied with the duties imposed on it by law and by the Company's
Articles of Association and its own bylaws.

Collaboration between the Managing Board and the Supervisory Board

The Managing Board informed us regularly, comprehensively and in a timely manner in both written and
oral reports of all matters of relevance for HUGO BOSS AG and the Group companies pertaining
to strategy, planning, business performance, the risk position, changes in the risk situation
and compliance. Monitoring and control duties particularly focused on the annual financial results.
Developments leading to any deviations in the actual course of business from the initial outlook and
targets were explained in detail to the Supervisory Board and reviewed on the basis of the documents
presented. The Chairman of the Audit Committee and | maintained close and regular dialog with the
Managing Board. We were kept promptly informed of material developments and decisions and we
reported on these at the following Supervisory Board and Committee meeting at the latest.

All members of the Supervisory Board had sufficient opportunity at all times to review the Managing
Board's reports and proposals and to contribute their own ideas in Committees and Supervisory Board
meetings. If necessary, approvals were issued only after requesting clarification from the Managing
Board and extensively discussing the matter with the members of the Managing Board. In urgent cases,
the Supervisory Board passed resolutions in a circular resolution. The Supervisory Board was directly
involved at an early stage in all decisions of fundamental significance to the Company.

Main topics at the meetings of the Supervisory Board

In fiscal year 2018, a total of four Supervisory Board meetings were held in March, May, September
and December, with the September meeting held over two days. The four Supervisory Board meetings
were attended by all members except that Anita Kessel, Axel Salzmann and Martin Sambeth were each
unable to attend one meeting, though they participated in the decisions via written votes. A total of six
Audit Committee meetings were likewise attended by all members, except that Michel Perraudin and
Antonio Simina were each absent once and had written votes submitted on their behalf. Five Working
Committee meetings were also attended by all members, except that Anita Kessel, Michel Perraudin,
Luca Marzotto and Antonio Simina were each absent once. When resolutions were passed, the absent
members generally submitted written votes, with one exception relating to the approval of a set of
minutes of a meeting. A total of six Personnel Committee meetings and three Nomination Committee
meetings were always attended by all committee members.
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Participation in meetings of the full Supervisory Board and its committees’

Full Super-

visory Board Audit Working Personnel Nomination Attendance
Member (4) Committee (6) Committee (5) Committee (6) Committee (3) rate (24)
Michel Perraudin, Chairman 4/4 5/6 4/5 6/6 3/3 22/24
Antonio Simina, Deputy Chairman 4/4 5/6 4/5 6/6 - 19/21
Tanja Silvana Grzesch 4/4 - - - - 4/4
Anita Kessel 3/4 - 4/5 - - 7/9
Kirsten Kistermann-Christophe 4/4 - - - - 4/4
Fridolin Klumpp 4/4 6/6 - - - 10/10
Gaetano Marzotto 4/4 - - - 3/3 717
Luca Marzotto 4/4 - 4/5 6/6 - 14/15
Sinan Piskin 4/4 - 5/5 6/6 - 156/15
Axel Salzmann 3/4 - - - - 3/4
Martin Sambeth 3/4 - - - - 3/4
Hermann Waldemer 4/4 6/6 5/5 - - 156/15

"The Mediation Committee did not convene in the last fiscal year.

The meeting of the Supervisory Board in March 2018 focused on the annual financial statements of
HUGO BOSS AG and the HUGO BOSS Group as of December 31, 2017 and the audit report prepared by
the auditors. At this meeting, the annual financial statements and the consolidated financial statements
of HUGO BOSS AG as of December 31, 2017 were approved and ratified. Furthermore, the Supervisory
Board's report to the Annual Shareholders’ Meeting was discussed and adopted. The proposals for
the adoption of resolutions were adopted at the Annual Shareholders’ Meeting of HUGO BOSS AG
on Thursday, May 3, 2018 following the review of the independence of the proposed auditor for the
fiscal year 2018. Moreover, on the recommendation of the Personnel Committee, Mark Langer was
once again appointed as a member of the Managing Board for the period from January 1, 2019 to
December 31, 2021 and simultaneously as Chairman of the Managing Board, and his service agreement
was renewed accordingly.

At its meeting in May 2018, on the recommendation of the Personnel Committee, the Supervisory
Board once again appointed Bernd Hake as a member of the Managing Board of HUGO BOSS AG until
March 31, 2022 and renewed his service agreement accordingly.

In September 2018, the Supervisory Board met and dealt in particular with the current business
development, the progress in implementing its strategic priorities, the development of BOSS
Womenswear, the audit focuses for 2018 and the project to realign the positioning of HUGO. In addition,
on the recommendation of the Personnel Committee, Ingo Wilts was reappointed as a member of
the Managing Board until December 31, 2022 and his service agreement was renewed accordingly.

The budget for fiscal year 2019 was discussed and passed in the meeting of the Supervisory Board
in December 2018. Moreover, the findings of the Supervisory Board efficiency audit, which were
collected based on a revised questionnaire and analyzed and presented by a third party, were discussed
at length. The Statement of Conformity with the German Corporate Governance Code already approved
by the Managing Board was discussed, and the plan for the internal audit for 2019 was agreed. The
Statement of Conformity to the German Corporate Governance Code was agreed unanimously by way
of circular resolution following the December meeting.

The development of sales and earnings, investment planning, individual investment projects and the
current risk situation of the Company were discussed regularly at the Supervisory Board meetings and
approved where necessary. In addition, the Supervisory Board dealt above all with the Group’s own
retail business, in particular the extensive renovation of so-called flagship stores. Other significant

10
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topics were the development of the online business and its expansion within the concession model, as
well as the capital structure, cost planning, compliance questions and the requirements of the German
Corporate Governance Code.

Work of the Committees in 2018

To perform its duties, the Supervisory Board has formed five Committees: an Audit Committee,
Personnel Committee, Working Committee, Nomination Committee and the legally mandated Mediation
Committee. To the extent legally permissible and insofar as they have been given corresponding
authorizations, individual Committees make decisions instead of the Supervisory Board as a whole.
Otherwise, they prepare decisions and topic areas for the Supervisory Board as a whole. The respective
committee chairs report to the Supervisory Board in detail about the work of the Committees.

The Audit Committee met six times in fiscal year 2018. The main agenda of its meetings concerned the
financial reporting of the Company and the Group with respect to the annual, half-yearly and quarterly
financial statements and reports, the audit of the annual and consolidated financial statements, monitoring
of the risk management and internal control system, compliance matters and risk management. In
addition, the Audit Committee requested the declaration of independence from the external auditor
and satisfied itself of the auditor’s independence. In addition to defining the main aspects of the audit
of the annual and consolidated financial statements for 2018 and mandating the external auditor, it
approved non-auditing services and placed a cap on the fees payable for such non-auditing services.
In addition, the results of the audit review of the combined non-financial statement were discussed
in accordance with the Act to Strengthen Non-Financial Reporting by Companies in the Management
and Group Management Reports (CSR Directive Implementation Act).

The Personnel Committee met six times. It focused on preparing the renewal of the Managing
Board contracts and preparing the target agreements for the Managing Board. It also reviewed target
achievement.

The Working Committee met five times in the year under review and dealt with current business
development, remuneration of the Supervisory Board, strategy, and preparations for the Annual
General Meeting. In addition, developments in the online business and the personnel area as well as the
efficiency review of the Supervisory Board and the Corporate Governance Declaration were dealt with.

The Nomination Committee met three times in the past fiscal year to prepare in a timely manner for
the new election of the Supervisory Board, which is coming up in 2020.

The Mediation Committee did not convene in the last fiscal year.
Corporate governance

The Supervisory Board additionally dealt with the principles of good corporate governance within the
Company. In December 2018, the Managing Board and the Supervisory Board issued a new declaration
of compliance with the German Corporate Governance Code (GCGC). The combined report on corporate
governance at the Company in accordance with Sect. 3.10 of the German Corporate Governance Code
including the Corporate Governance Declaration can be found on page 113. The Supervisory Board
discussed the various options for implementing the annual efficiency review of Supervisory Board
activities recommended by the GCGC, and it decided to stay with the proven review method of using
a comprehensive questionnaire, yet revising the latter. The thoroughly revised questionnaire was then
completed by the members of the Supervisory Board. External analysis of the completed questionnaires
and the improvements suggested were analyzed and discussed at length at the Supervisory Board
meeting of December 5, 2018. The Supervisory Board drew a favorable conclusion overall.

11
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Conflicts of interest

No conflicts of interest relating to Managing Board or Supervisory Board members arose in 2018.
Under the German Corporate Governance Code, such conflicts of interest must be disclosed to the
Supervisory Board without delay as well as to the Annual Shareholders’ Meeting.

Audit of annual and consolidated financial statements for 2018

Ernst & Young Wirtschaftsprifungsgesellschaft, Stuttgart, duly audited the consolidated financial
statements of HUGO BOSS AG for 2018, including the accounting records, which had been prepared by
the Managing Board on the basis of the International Financial Reporting Standards (IFRS) in accordance
with Sec. 3156e HGB, and issued an unqualified audit opinion. This was also the case for the annual
financial statements of HUGO BOSS AG for 2018 prepared in accordance with the provisions of the
German Commercial Code as well as the combined management report for 2018 for HUGO BOSS AG
and the Group. The corresponding audit mandate had been awarded by the Audit Committee of the
Supervisory Board in accordance with the resolution of the Annual Shareholders’ Meeting held on May
3, 2018. In addition, it was agreed with the auditor that the chair of the Audit Committee would have to
be informed during the audit without delay about any grounds for disqualification or factors affecting
impartiality that could not be rectified immediately. It was also agreed that the external auditor would
be obliged to report on any findings or events arising during the performance of the audit that are of
importance to the duties of the Supervisory Board. He was furthermore required to inform the Supervisory
Board or note in the audit report any facts that were ascertained during the audit resulting in any errors
in the declaration submitted by the Managing Board and the Supervisory Board in accordance with Sec.
161 (1) Sentence 1 of the AktG (German Stock Corporation Act). The auditors did not issue any such
reports in the reporting year. In addition, the Supervisory Board obtained the auditors’ declaration of
independence in accordance with Sect. 7.2.1 of the German Corporate Governance Code and verified
the auditor’s independence. The possibility of engaging the auditors to perform non-audit services
was also discussed. The Supervisory Board received all accounting documents and the Managing
Board’s proposal for the appropriation of profit as well as the audit report from the external auditor.

The annual financial statements, proposal for the appropriation of profit, Group financial statements
and combined management report for 2018 for HUGO BOSS AG and the Group, which also contains
the combined non-financial statement for HUGO BOSS AG and the Group, and the audit report were
discussed and inspected in advance by the Audit Committee and then by the full Supervisory Board
in the presence of the external auditor. The external auditor reported on the main findings of the
audit, particularly with respect to the key aspects of the audit that had been determined by the Audit
Committee for the year under review. He was also available to answer any questions and provide
additional information. No material shortcomings in the accounting-related internal control system
and risk management were identified in connection with this. Similarly, there were no circumstances
indicating any partiality on the part of the external auditor. Finally, he reported on the non-auditing
services that had been provided in the year under review. The auditor’s findings were approved.
Following its final review, the Supervisory Board raised no objections.

Consequently, at its meeting of March 6, 2019 the Supervisory Board approved the financial statements
for fiscal year 2018 prepared by the Managing Board. The financial statements of HUGO BOSS AG for
fiscal year 2018 were therefore ratified in accordance with Sec. 172 AktG. In addition, the Supervisory
Board approved the Managing Board's proposal for the appropriation of profit at the same meeting.
In this context, the Supervisory Board held detailed discussions on the liquidity position of the Company,
the financing of planned investments and the effects on the capital market. In the course of these
discussions, the Supervisory Board concluded that the proposal was in the best interests of both the
Company and its shareholders.

12
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For fiscal year 2018, the Managing Board drafted a combined non-financial statement for
HUGO BOSS AG and the Group and included this in the combined management report for 2018.
The Supervisory Board commissioned Ernst & Young Wirtschaftspriafungsgesellschaft, Stuttgart, to
perform an audit to obtain limited assurance of this statement. All Supervisory Board members promptly
received the combined non-financial statement for HUGO BOSS AG and the Group for fiscal year 2018
and the independent auditor’s limited assurance report. The full Supervisory Board deliberated on the
statement and the audit certificate of Ernst & Young on March 6, 2019. The auditors of Ernst & Young
participated in this discussion and presented the audit results. No objections were raised based on
their own review of the combined non-financial statement for HUGO BOSS AG and the Group, and
the result of the audit to obtain limited assurance by Ernst & Young Wirtschaftsprifungsgesellschaft,
Stuttgart, was noted with approval.

Acknowledgments

On behalf of the Supervisory Board, | wish to thank the members of the Managing Board and all
employees for their high level of personal dedication and great commitment. | also wish to thank the
employee representatives of HUGO BOSS AG for their constructive collaboration in fiscal year 2018.
Finally, I would like to express my gratitude to you, the shareholders, for your trust in our Company.

Metzingen, March 6, 2019

The Supervisory Board

Michel Perraudin
Chairman
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HUGO BOSS ON THE CAPITAL MARKET

¢ Political uncertainties and weaker economic data weigh on stock markets in 2018
e HUGO BOSS shares show decline in difficult industry environment
¢ Dividend of EUR 2.70 per share proposed

Share price performance 2018 (Index: December 31, 2017 = 100)
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At the beginning of the year, the DAX sustained the upward trend of prior years only briefly, and
then came under increasing pressure. In particular, the marked downturn of early indicators in the
Eurozone and another interest rate hike by the U.S. Federal Reserve weighed on equity markets. Strong
U.S. economic data and a four-year high in oil prices made for a mild upswing in the second quarter.
The ECB announcement that it would not make any interest rate changes for the time being was also
received positively. At mid-year, the DAX began to move sideways. Continuing political uncertainties
surrounding the trade conflict between the United States and China, as well as Brexit, put a strain on
growth over the rest of the year. Strong U.S. labor market data and China's plans for a more expansive
fiscal policy and lower import duties managed to cushion this downward trend only for a short time.
At the end of the year, weaker economic data from China and lowered profit expectations of a large
number of DAX and MDAX-listed companies led to falling stock prices. Both indices hit their low point
for the year on December 27.

At the end of the stock market year, the DAX and MDAX showed a decline of 18% compared to the
closing price for 2017.
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HUGO BOSS - key share data

2018 2017
Number of shares 70,400,000 70,400,000
Thereof outstanding shares 69,016,167 69,016,167
Thereof own shares 1,383,833 1,383,833
Share price in EUR’
Last (December 31) 53.92 70.94
High 80.02 7774
Low 52.96 54.99
Market capitalization in EUR million (December 31) 3,796 4,994
Earnings per share in EUR 3.42 3.35
Price-earnings ratio? 15.8 21.2
Dividend per share in EUR 2.703 2.65
Dividend yield in %? 5.0° 3.7
Amount distributed in EUR million 1863 183
Payout ratio in %* 793 79
" Xetra.
2Based on closing price (December 31).
$2018: Dividend proposal.
“Based on net income attributable to shareholders.
ISIN, WKN and ticker symbol HUGO BOSS share
ISIN DEOOOATPHFF7
WKN ATPHFF
Ticker symbol BOSS

Stock exchanges: Xetra, Frankfurt/Main, Stuttgart, Duesseldorf, Hamburg, Munich, Hanover, Berlin/Bremen.

At the beginning of the year, the HUGO BOSS share benefited from the publication of preliminary sales
figures that were slightly above market expectations. In March, this upward trend was halted by the
financial outlook for 2018, which fell short of expectations. Nonetheless, the HUGO BOSS share ended
the first quarter better than some competitors and indices. In the second quarter, the HUGO BOSS
share benefited from strong Company results and a general recovery of European equity markets. As
a result, the shares reached their high for the year at EUR 80.02 in mid-June. In the second half of
the year, the apparel industry suffered under an extraordinarily hot and long summer in Europe, which
caused some competitors to lower their forecasts for the year. This, as well as persistent worries over
a slowing of economic growth in China, burdened the stock prices of the Company and its peers.
HUGO BOSS shares saw a recovery in mid-November when mid-term financial targets were announced
at an investor day. Ongoing political and general economic tensions continued to put pressure on stock
markets as the year went on. In particular, the last few weeks of the year were dominated by political
tensions and uncertainties on the stock markets. HUGO BOSS shares were caught up in this general
trend as well. Consequently, the stock was listed at EUR 53.92 at the end of the year. That represents
a 24% decline compared to the prior year's closing price.
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HUGO BOSS share in comparison (change in %)

1 year 3 years 5 years 10 years
HUGO BOSS share (24) (30) (48) 212
DAX (18) (2) I 120
MDAX (18) 4 30 285
MSCI World Textiles, Apparel & Luxury Goods (6) 23 15 279

The MSCI World Textiles, Apparel & Luxury Goods Index, which tracks the share price performance
of key companies operating in the apparel and luxury goods segment, forfeited about 6% in 2018.

Shareholder structure as of December 31 (in % of share capital)

2018 (2017)

Own shares

2(2) PFC S.r.l./Zignago Holding S.p.A.

10 (10)

l\

Free float
88 (88)

As was the case in the prior year, PFC S.r.l. and Zignago Holding S.p.A., two entities controlled by
the Marzotto family, hold 10% of the voting rights of HUGO BOSS AG. Both companies have pooled
their shares by way of a shareholder agreement. 88% of the Company’s shares remain in free float.
HUGO BOSS AG still holds 1,383,833 of its own shares which were purchased as part of a share
buyback scheme between 2004 and 2007. This corresponds to a share of 1.97% or EUR 1,383,833
of the share capital. No use was made in 2018 of the authorization given at the Annual Shareholders’
Meeting in 2015 to acquire shares in the Company up to a share of no more than 10% of the share
capital outstanding on or before May 11, 2020. » Legal Disclosures

Four notifications in accordance with Sec. 15a WpHG ["Wertpapierhandelsgesetz”: Securities
Trading Act], either to sell or to purchase HUGO BOSS AG securities, were presented to the Company
by members of the Managing Board and Supervisory Board in the reporting period from January 1 to
December 31, 2018. These were published on the corporate website at financialreleases.hugoboss.com. In
total, members of the Managing Board and Supervisory Board together still hold less than 1% of the
shares issued by HUGO BOSS AG. » Notes to the Consolidated Financial Statements, Note 27

The Company received several voting rights notifications from investors in the reporting period from

January 1 to December 31, 2018. The Company published the original wordings of these notifications
on the corporate website at financialreleases.hugoboss.com.
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Regional split of investor base as of December 31 (in % of free float)

2018

Rest of World North America
9

’ 37

Rest of Europe
27
Germany Great Britain & Ireland

11 \/ 16

The Company regularly conducts analyses of the shares held in free float with a view to addressing the
institutional investors investing in HUGO BOSS in a more targeted manner. Thus, 98% of the shares
were assignable in the most recent analysis. Besides the regional distribution of the shareholder
structure, the analysis also makes it possible to determine the proportion of shares held by private
shareholders. This proportion fell slightly from 14% in the prior year to 11% in 2018. Based on the
share register, the Company estimates the total number of its shareholders currently at around 35,000.

At the end of the year, the HUGO BOSS share, which is listed on the MDAX, reached the 52nd place
in Deutsche Borse's ranking calculated on the basis of market capitalization adjusted for free float,
based on the total of companies listed in DAX, MDAX and SDAX. The HUGO BOSS share ranked 43rd
by trading volume. The weighting of the HUGO BOSS share in the MDAX at the end of December
came to 1.6% (December 31, 2017: 2.1%). On average, around 315,000 shares per day were traded on
Xetra in 2018 (2017: around 340,000).

Dividend per share (in EUR)

2018’ ——— 2 .70

2017 2.65

2016 2.60

2015 3.62
2014 3.62

12018: Dividend proposal.

HUGO BOSS pursues a profit-based dividend policy that allows the shareholders to participate
appropriately in the Group's profit development. Between 60% and 80% of the Group’s net income is
to be distributed to shareholders on a regular basis. The Managing Board and the Supervisory Board
intend to propose to the Annual Shareholders’ Meeting on May 16, 2019, a dividend of EUR 2.70
per share for the fiscal year 2018 (2017: EUR 2.65). The proposal is equivalent to a payout ratio of
79% of the Group's net income attributable to the equity holders of the parent company in 2018 (2017:
79%). The proposed dividend takes into account the positive development of the Group’s net income
in particular. Assuming that the shareholders approve the proposal, the dividend will be paid out on
May 21, 2019. Based on the number of shares outstanding at year-end, the amount distributed will
come to EUR 186 million (2017: EUR 183 million).
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For HUGO BOSS, good capital market and corporate communication means communicating current
developments within the Group promptly and in a transparent manner. In 2018, the Managing
Board and the Investor Relations team visited 16 domestic and international conferences and spent
25 days at roadshows. In addition, the Company presented its mid-term financial targets in London in
November 2018 as part of an investor day. The Investor Relations website group.hugoboss.com/en/investors
of HUGO BOSS AG is an essential tool for achieving this as well as regular personal dialog with national
and international institutional and private investors. It features detailed information and key figures
on the Group, as well as webcasts of important presentations of the Managing Board, among other
things. HUGO BOSS investor relations work was recognized in various ways in the past year, including
a first-place award in the “Consumer Discretionary” category at the prestigious IR Magazine Awards
(Europe). The Company took home another first-place award in the “Best Investor Event” category for
its investor day organized at the Company's headquarters in Metzingen in 2017.
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BUSINESS ACTIVITIES AND
GROUP STRUCTURE

e Positioning in the premium segment of the global apparel market
e Consistent two-brand strategy pursued with BOSS and HUGO
¢ Distribution via own retail and wholesale business — online and brick-and-mortar retail

Business activity

Group at a glance

2.8 9o ~14,700 129
I/;\/I Sales (billion EUR) m Employees Countries

HUGO BOSS is one of the leading global companies in the premium segment of the apparel market.
With some 14,700 employees around the world, the Company, which is based in Metzingen (Germany),
develops and sells high-quality fashion as well as accessories in the womenswear and menswear
segments under the BOSS and HUGO brands. With its Group strategy, the Company is aiming for a
steady increase in brand desirability. In fiscal year 2018, the Group achieved sales of EUR 2.8 billion
from the distribution of classic yet modern tailoring, elegant evening wear, casualwear, shoes and
accessories. This also includes royalty income that the Company earns with products such as fragrances,
eyewear, watches and children’s fashion. + Employees, + Group Strategy

The development of the BOSS and HUGO collections largely takes place at the Group headquarters
in Metzingen (Germany) and is subdivided into three process stages: design, pattern design and technical
product development. In addition, the competence center in Coldrerio (Switzerland) is responsible
for the innovation and development activities for certain product groups. - Research and Development

HUGO BOSS produces 17% of its total sourcing volumes at its own facilities with 83% being sourced
from external contract suppliers or procured as merchandise. Own production occurs at four production
locations in Europe, located in Izmir (Turkey), Metzingen (Germany), Morrovalle (ltaly) and Radom
(Poland). Partner operations are mainly located in Eastern Europe and Asia. » Sourcing and Production

HUGO BOSS customers can currently purchase BOSS and HUGO products in 129 countries. The
Group's distribution activities are divided into three sales regions. With a share of 62%, Europe
contributes the largest proportion of sales. 20% of Group sales are generated in the Americas and 15%
in Asia. Within these sales regions, the six core markets — Germany, the United States, Great Britain,
China, France and Benelux — contribute a total of around 63% of sales. 3% of Group sales is generated
from the license business. » Earnings Development, Sales and Earnings Development of the Business Segments
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HUGO BOSS distribution channels

Group’s own retail business (retail)

Wholesale

1\

——

[y]
Freestanding stores

Freestanding stores operated by
the Group in prime locations

Shop-in-shops
Shops operated by the Group
on retail space of partners

)

Factory outlets
Sale of prior season’s merchandise in specialist
stores in high-traffic peripheral zones

[

E-commerce
hugoboss.com and controlled distribution

;f
o
5

m

Multi-brand points of sale
Category business on selling space
with limited own branding

Shop-in-Shops
BOSS and HUGO shops
operated by partners

<0

Franchise business
Freestanding BOSS stores operated by partners

Online
Online distribution through partners

via multibrand platforms

The BOSS and HUGO brands are sold via the Group’s own retail business and wholesale business,
both online and brick-and-mortar retail. Its own retail constitutes the most important distribution
channel, and has been further expanded in recent years to focus even more on customer needs. In
fiscal year 2018, as in the prior year, it made up 63% of Group sales. At the end of the year, the Group
was operating 442 freestanding retail stores around the world (2017: 439). In addition, HUGO BOSS
operates outlets as well as a concession model in cooperation with selected wholesalers in the form of
self-managed shop-in-shops in department stores. By expanding its omnichannel services, the Group is
increasingly connecting its brick-and-mortar retail business with its e-commerce business. By visiting
the hugoboss.com website, customers are able to explore the BOSS and HUGO brand worlds and place
orders in nine European countries as well as in the United States and China. In addition, the concession
model is also intended to be deployed increasingly in the online area in future via cooperations with
so-called multibrand platforms.

As in the prior year, 34% of Group sales in fiscal year 2018 were earned via the wholesale channel.
The Group’s wholesale partners include department stores, specialist retailers, which are frequently
family-owned, and franchisees. Moreover, cooperation with specialized online retailers is gaining ever
greater importance. While department stores and specialist retailers sell the BOSS and HUGO products
either in separate shop-in-shops or in a multibrand setting, franchise partners independently operate
freestanding stores, mostly for the BOSS brand in accordance with the Group’s instructions and are
mainly based in small markets not addressed by the Group's own retail business. All in all, wholesale
business encompasses around 6,500 points of sale (2017: 6,700). Including its own freestanding retail
stores, shop-in-shops and outlets, customers can thus purchase HUGO BOSS products worldwide at
7,600 points of sale (2017: 7,800). » Group Strategy, » Earnings Development
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Group structure

All main management functions are based at the Group’s headquarters in Metzingen (Germany).
Management of the Group is the responsibility of the parent company HUGO BOSS AG, which has a
dual management and control structure as a German stock corporation. The Managing Board has overall
responsibility for the strategy and management of the Group. Its executive management is monitored
by the Supervisory Board. The Supervisory Board is also on hand to advise the Managing Board. In
addition to HUGO BOSS AG, the HUGO BOSS Group is made up of 60 consolidated subsidiaries that
are solely responsible for their local business activities. 38 subsidiaries are organized as distribution
companies and three as production companies. » Notes to the Consolidated Financial Statements, Basis of

Consolidation

The HUGO BOSS Group is structured by region. The Group's business segments are Europe (including
the Middle East and Africa), the Americas and Asia/Pacific as well as the licensing business.

HUGO BOSS
Annual Report 2018

HUGO BOSS Group structure

Managing Board

Brand Management

Internal Audit

Central Services

Investor Relations

Communication

IT

Controlling/Risk Management

Legal/Compliance

Central departments

Creative Management Licenses
Finance/Tax Logistics

Global Merchandising Own Retail

Global Sustainability Sales

Human Resources

Sourcing/Production

Europe

incl. Middle East and Africa Americas

Operating segments

Asia/Pacific Licences

Northern Europe

China

United States/
Canada/
Latin America

Hubs/Individual markets Central Europe
_——— South East Asia/
Southern Europe Pacific

The functions established in the central departments of HUGO BOSS AG cover significant parts of the
value chain, particularly the development, production, sourcing, and market distribution of the collections.
The centrally developed Group strategy has been designed and implemented to suit specific markets to
ensure strict customer orientation and enable a fast response to market-specific trends. The individual
markets are placed in hubs that are managed by a responsible director who reports directly to the Chief
Sales Officer of HUGO BOSS AG. This ensures close alignment with the central functions and short
decision-making processes. In addition, certain functions are pooled in the hubs across countries to
make effective use of specialist skills and to generate cost benefits.

23



Combined Management Report
Business Activities and Group Structure

HUGO BOSS
Annual Report 2018

Key locations/Global market presence
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AMERICAS

~1,600
Points of sale

89

Freestanding
retail stores

2
Showrooms

O
m 130/0 Employees

USA (New York)
Headquarters Americas,
Design studio Womenswear

USA (Midway)
Distribution center

EUROPE

(including Middle East and Africa)
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Points of sale
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Freestanding
retail stores

10
Showrooms

ASIA/PACIFIC

o]
m 740/0 Employees

~500
Points of sale
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Freestanding
retail stores

1
Showroom

Germany (Metzingen and
surrounding area)

Headquarters Group and Europe,
development and pattern design,
production, distribution center

Switzerland (Coldrerio)
Development and pattern design

Turkey (Izmir)
Production

Italy (Morrovalle and Scandicci)
Development and
pattern design, production

Poland (Radom)
Production

O
m 130/0 Employees

China (Shanghai; Hong Kong)
Headquarters, Asia/Pacific
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GROUP STRATEGY

e Group pursues two brand strategy with BOSS and HUGO
¢ Focus on personalization and speed to further increase brand desirability
e Operating profit to grow significantly faster than sales by 2022

The environment faced by HUGO BOSS has changed radically in recent years. Growth rates for the
premium and luxury apparel industry have slowed substantially, particularly in the area of classic tailored
fashion. At the same time, casualwear and athleisurewear segments of the global apparel market and
the contemporary fashion area are recording significant growth. Equally, the paths taken by consumers
to buy apparel have changed. Consumers today are primarily using digital channels to keep up with
trends and the ranges on offer. Although the vast majority of purchases are still made in brick-and-mortar
stores, online business is currently enjoying overproportionate growth. Moreover, customers expect the
digital offerings and the brick-and-mortar shopping experience to complement one another seamlessly.

Strategic fields of action

PERSONALIZATION SPEED

Refocus the brands Drive the digital transformation

BRAND
DESIRABILITY

Refine the way we sell Innovate the way we operate

The Group strategy takes these changes into account. It is aimed at growing Group sales faster than
the relevant market segment in 2019 and beyond. In addition, the operating profit (EBIT) should grow
significantly faster than sales starting in 2019. The Company's actions are guided by its vision of
being the most desirable fashion and lifestyle brand in the premium segment. HUGO BOSS
believes that brand desirability will be the most important factor in the Group's long-term success.
The objectives of employing the right people, maximizing customer satisfaction and offering the best
products in the industry are in line with this fundamental belief and are predicated on profitable growth.
To further drive the desirability of its brands, HUGO BOSS is focusing on two strategic priorities in its
2022 business plan: Personalization and speed. » Group Strategy, Business Plan 2022

The Company will therefore expand its focus on personalized offerings in coming years. The
intent is to increase customer satisfaction sustainably by employing a more individualized customer
approach, a personalized product range, and a unigue shopping experience. In doing so, HUGO BOSS
is building on its strengths: its global retail network, its systematic customer relations management,
and its extensive experience in made-to-measure apparel.
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In addition, HUGO BOSS will accelerate central business processes and design them to be much
more agile. This will enable the Company to react to customer needs and new market trends even more
quickly and flexibly in the future. The existing skills of HUGO BOSS in product design and development,
its modern logistics and IT infrastructure and the use of digital showrooms will be the key levers.

The two priorities of personalization and speed are guiding the specific action of the Company within
the four strategic fields of action: HUGO BOSS is realigning its brand portfolio and the positioning
of its brands. It is consistently enhancing its distribution strategy on this basis. In addition, the Group
is advancing the digital transformation of its business model and is striving to transform its operating
model and its corporate culture in order to make its key business processes faster and more agile, and
to promote entrepreneurial thinking and actions.

Realigning the brand portfolio

To appeal clearly and compellingly to its customers, the Company uses two brands — BOSS and
HUGO. Although the two brands are clearly distinguishable from each other in terms of their individual
attributes and address different customer groups, they both embody the same exacting values in terms
of quality and fit, innovation and sustainability.

Two strong brands

BOSS HUGO

HUGO BOSS HUGO BOSS

Brand values Brand values

Masculinity/Femininity Globally engaged

Sexiness Always curious
Shared values ) }

Success Authentically expressive

Style Innovation

Precision Premium quality and perfect fit

Sustainability
Trustworthiness

BOSS dresses the drive. Authenticity HUGO is the platform

of self-expression.

BOSS brand strategy

With its BOSS brand, the Company is reaching out to status-oriented, rationally-minded customers
who wish to dress in a classic yet modern and high-quality style. The BOSS customer has exacting
standards when it comes to quality and fit, and attaches great importance to an adequate value-for-money
proposition. The shopping experience must also meet the highest standards, particularly with regard to
personal service. BOSS offers this customer confident businesswear and refined casualwear collections
in the upper premium segment, characterized by the highest quality, elegant cuts and clear designs.
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As a response to a modern lifestyle, the stronger interplay between modern ready-to-wear and casualwear
elements, flexible suit combinations, for example as part of the “Mix & Match” assortment, and the
strong integration of performance elements, such as suits under the “Stretch Tailoring” program,
are gaining increasing importance. Building on its many years of experience and its comprehensive
apparel offering, BOSS likewise hopes to generate growth in the area of shoes and accessories.

In 2018, BOSS enhanced the quality of its offering in the entry-level price range of the upper premium
segment, thus enhancing the value proposition of its collections. The BOSS Tailored line addresses
heightened customer expectations with respect to tailored fashion and casualwear. Produced as an
exclusive edition in Germany, the full canvas suits symbolize the precision design and masterly
workmanship for which BOSS is known and feature the best possible comfort thanks to their unique
flexibility. The same quality of workmanship is found at the top of the collection in the personalized
“Made to Measure” range comprising suits, shirts and shoes. These products are fitted and tailored
individually, setting the customer apart from mainstream fashion.

The repositioning of the BOSS brand is being accompanied by numerous events and campaigns. BOSS
is regularly presented as part of prestigious fashion shows. In 2018, BOSS Menswear and BOSS
Womenswear presented their new collections together again for the first time at the New York Fashion
Week. A 360° approach is intended to ensure the consistency of marketing campaigns, from web
and social media appearances through external advertising to window displays in retail stores. The
Company will increasingly use social media campaigns in future to step up interaction with consumers
via digital channels. The Company also sponsors premium sports such as golf, sailing, motor sports
and soccer to convey brand values such as success, precision, innovation and sustainability. As part of
its collaboration with auto manufacturer Porsche in Formula E, BOSS will offer a specifically developed
capsule collection of different menswear styles in the first half of 2019.

HUGO brand strategy

In contrast to BOSS, the HUGO brand is targeted at customers who are significantly more fashion-
conscious and consider their style of dress to be an important element in expressing their personality.
The HUGO customer is open-minded, individual and spontaneous, and likes to shop, frequently doing
so via online and mobile channels. HUGO offers this broad and generally younger customer base
fashionable business and casualwear collections that are distinguished by their progressive designs
and clear fashion statement. In doing so, HUGO remains anchored in the premium segment of the
market. With its focus on contemporary fashion, however, the brand stands apart from BOSS in terms
of its fashion statement and pricing. Thus, HUGO prices are up to 30% lower globally than BOSS prices.
The Company expects to achieve an overproportionate increase in sales of the HUGO brand by 2022.

Numerous events and campaigns are being used to intensify the positioning of HUGO. In doing so,
the Company is factoring in that the buying behavior of the HUGO customer is more digital oriented
as compared to the BOSS brand. Thus, for example, last year's HUGO Menswear and Womenswear
fashion show at the Berlin Fashion Week was accompanied by a comprehensive digital campaign. The
show was livestreamed on the website and on social media. As part of its social media activities,
the Company is increasingly entering collaborations with fashion bloggers and influencers, particularly
for HUGO. These activities are growing market reach and enhancing brand awareness and credibility.
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Womenswear

Womenswear accounted for 10% of Group sales in 2018 and is an important part of the HUGO BOSS
business. In terms of both fashion and price, the positioning of the two brands BOSS and HUGO
in womenswear mirrors that of menswear. A greater simplification of color and theme concepts is
improving the consistency of the menswear and womenswear collection statements. At the same
time, the fashion elements in parts of the collection will be increased substantially. The expansion of
so-called capsule collections and collaborations with brand ambassadors offer attractive growth
opportunities. For instance, in 2018, the Company launched the “Made in Germany” collection, a
selection of pieces, six for men and six for women, designed and produced exclusively in Germany. As
faces of the campaign, BOSS chose German top model Toni Garrn and Hollywood actor Daniel Brihl.

Further refinement of the distribution strategy

HUGO BOSS is systematically aligning its distribution to cater to BOSS and HUGO customer buying
preferences. Both brands are distributed via the Group’s own retail and wholesale businesses, both
online and via brick-and-mortar retail. For this, the Group attaches particular importance to a globally
consistent brand image. Against this backdrop, retail prices have been largely harmonized in the various
regions over the last few years.

Distribution strategy

k= 2

Own retail (Share in sales 2018: 63%) Wholesale (2018: 34%)

Exploiting the full potential of online Improving retail sales productivity Further strengthening

Expansion of concession model Optimization of store network strategic partnerships
Utilization of full potential of Renovation of existing BOSS stores Simplification of selling process

hugoboss.com Improvement of product offering

Growth of omnichannel services

Growth of omnichannel services Enhancement of brand presentation

Enhancement of product range
Expansion of social commerce and services Expansion of online cooperations

Licenses (2018: 3%)

Exploiting the full potential of online

The Company sees great growth opportunities above all in expanding its own online business. The
Group plans to quadruple its sales in this distribution channel by 2022. The expansion of the concession
model in the online business and the full utilization of the potential in the Company’s own online store,
hugoboss.com, should contribute decisively to this.

HUGO BOSS is selectively seeking closer collaborations with those multibrand platforms whose
presentation best matches the brand values of BOSS and HUGO. A significant measure in this is
the expansion of the concession model to the online area. The Company already introduced this
business model into its business years ago with brick-and-mortar retailers in which HUGO BOSS sells
to customers on its own behalf and on its own account. This enables HUGO BOSS to directly manage
the presentation and distribution of its brands in a third party retail environment. In this context,
HUGO BOSS in 2018 has intensified its partnership with well-known online provider Zalando and
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expanded the product range of the BOSS brand. The Company is thus in a position to better serve its
customers. In coming years, the Asia/Pacific and Europe regions will be the focus areas for expanding
the concession model via online cooperations.

Moreover, HUGO BOSS intends to fully utilize the potential of its online store hugoboss.com and
develop it into a digital flagship store. To do so, the Company is continuously optimizing the user-
friendliness of its website, which as of today is already present in eleven important markets. Above all,
in 2018 the creation of two separate brand worlds for BOSS and HUGO and further improvements in
the page structure, the website and mobile app navigation and the integration of additional services like
the “Online Fit Finder” or the “Online Stylist” will lead to a marked improvement in user-friendliness.
For 2019, the Company plans in particular to further expand personalized online offerings. In future, the
expansion of hugoboss.com to online markets not yet accessed by the Company will also contribute to
sales growth. The Company also sees potential in the increasingly commercial use of digital channels
previously used purely for communication purposes, such as Instagram, for example.

Improving retail sales productivity

Improving retail sales productivity in its own physical retail business is currently another major lever
available to HUGO BOSS for growing its business. HUGO BOSS aims to increase its sales per square
meter by an average of 4% per year until 2022. This will be supported not only by optimizing the
store portfolio but, above all, by enhancing the shopping experience.

The Group sees an opportunity to expand the distribution of BOSS and HUGO through selective
new store openings. Particularly in the Chinese market, the Group sees potential to open up more
BOSS stores in the coming years. Following the openings of the first HUGO stores with their own
store concept in 2018 in select European metropolitan areas like Amsterdam, London and Paris, the
Company plans further openings in coming years for HUGO as well. At the same time, the Company
will use expiring lease agreements to reduce the size of, relocate or ultimately close its own retail
stores that are not meeting productivity and yield requirements. Consequently, HUGO BOSS anticipates
that total selling space in its own retail stores to remain largely stable in the coming years. » Earnings

Development, Sales Performance

The Company sees the enhancement of the shopping experience as another key lever for increasing
retail sales productivity. Besides further enhancing the product range, improving services will
also play a major role. Thus, HUGO BOSS has widened its training opportunities for sales staff to
additionally improve the quality of service. Consistent renovation of existing BOSS stores using
the new store concept already implemented at select locations in 2018 also represents a major lever
in upgrading the shopping experience. Particular importance is ultimately being attached to growing
omnichannel services. Today, for example, customers can check whether a product offered in the
online store is also available in the nearest brick-and-mortar BOSS store. In Europe and the United
States, services like “Click & Collect” — in-store pick-up of items purchased online — or “Order from
Store” — online ordering of missing sizes or items in the store — are also available.

Further strengthening of strategic partnerships in the wholesale channel

The wholesale business will remain an important distribution channel for HUGO BOSS in the future.
Consequently, the Group intends to further strengthen its strategic partnerships in wholesale.
In particular, by aligning its product range more closely to the needs of its partners, taking steps to
upgrade its brand presentation at the point of sale, and expanding online cooperations, the Group
sees growth opportunities in its wholesale business. Potential also exists in simplifying the selling
process, particularly through greater use of digital showrooms. HUGO BOSS reserves the right to
continue adjusting its wholesale distribution if the brand presentation and environment do not live
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up to the requirements of BOSS and HUGO. Finally, the Company expects the wholesale market to
continue seeing a trend towards consolidations in bricks-and-mortar retail and closures of smaller,
often owner-operated specialist stores.

Digital transformation of the business model

Digitizing the business model offers HUGO BOSS attractive possibilities for sustainably increasing
customer value and for improving efficiency. In doing so, the Group is building on its strong IT and
logistics capabilities. The potential for digitizing the business model is to be harnessed along the entire
value chain wherever this is economically viable.

Digitization along the value chain

AN =] =4 < =

Product and collection Sourcing and Distribution and Marketing Sales
development production logistics
Digital trend detection Smart factory in High level of automation Strong focus on online  OmMnichannel ie_rlwces
. H H In own retal
Use of digital prototypes Izmir (Turkey) Digital systems for marketing o
Digital fabrics and Digital networking with  inventory planning Use of advanced Digital showroom
trimmings library suppliers analytics in wholesale

The Company is increasingly developing its products digitally. In particular, the use of digital prototypes
helps to shorten development times. The high degree of detail provided by 3D virtualization permits a
realistic depiction of colors and contours. The product development of parts of the HUGO collections
has now already been fully digitized. In coming years, this technology will be expanded and gradually
transferred to the BOSS brand as well. Moreover, through the increased use of tools for digital trend
recoghnition as well as a digital fabrics and trimmings database introduced in 2018, HUGO BOSS
expects to further shorten the collection development phase in coming years. » Research and Development

In the production process, the Company is focused on the digital transformation of its largest production
plant in Izmir (Turkey). On the road to a “smart factory”, key milestones have already been achieved
with the digital networking of all production machinery, employees, processes and products. This already
allows the real-time tracking of various production data. As part of sourcing activities, the enhanced
digital networking with suppliers makes it possible to reduce lead times and ensure uniform product
standards. » Sourcing and Production

To achieve efficient utilization of its distribution and logistics capacities, HUGO BOSS relies on a uniform
modern IT platform and high-level automation at its own distribution centres. Thus both the three
distribution centres located in proximity to its headquarters in Metzingen for hanging goods, flat-packed
goods and its European online business, as well as logistics facilities like the one in Midway, Georgia,
United States have been linked up to the Group-wide ERP system. These modern warehouses achieve
high speed and quality in supplying the Group's own retail stores with ready-to-sell articles in particular.
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In addition, digital systems optimize inventory planning in the Group’s own retail business. This gives
the Company a fully integrated view of the inventory flow and allows it to directly align inventory planning
with customer demand. The range is optimized on the basis of the capacity of individual stores, the
characteristics of the specific locations and the individual product life cycles. Over the next few years,
the focus will be on achieving additional flexibility in the inventory flow so that goods can be reallocated
across different regions and channels, even at short notice, to enhance availability to customers.

HUGO BOSS plans to further increase the effectiveness of its marketing outlays in the coming years.
Around three-quarters of the marketing budget will be allocated in future to digital marketing channels
(2018: around 70%). An emphasis will be placed on expanding the Company’s presence in relevant
social networks. By using advanced analytics, the effectiveness of digital marketing activities can be
effectively measured and useful conclusions for future marketing activities can be drawn.

The use of digital elements is becoming increasingly important in the Group’s own retail stores. In
particular, the newly launched store concepts for BOSS and HUGO, which differ substantially from the
old one due to the integration of omnichannel services, are designed to offer customers an improved
shopping experience. Besides the use of tablets, HUGO BOSS is relying on large touch screens for
customer advising, so-called “Experience Tables” and “Shoppable Kiosks,” where products can be
ordered conveniently. Lastly, digital channels also extend the aftersales services on offer. In addition
to the changes to the existing business model, the Group is also examining new business ideas to
assess their ability to contribute to future growth.

HUGO BOSS is also advancing digitization in its wholesale business. In the distribution of the HUGO
collections, the Company is already relying more and more on a specifically developed digital
showroom. This offers wholesale partners a flexible, convenient and fast alternative to conventional
ordering, covering such aspects as the inspiration for the collection, the selection of individual products
and the completion of the ordering process. The Company is convinced that, moving forward, digital
showrooms will substantially simplify the wholesale selling process. Consequently, this technology is
to be introduced on a comprehensive basis for both brands in the medium term.

Active change in operating model and corporate culture

HUGO BOSS is endeavoring to create its collections more quickly and flexibly. For this reason, the
Company h