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SEC File #82-3354

PRESS RELEASE - August 5, 2005

COMPAGNIE GENERALE DES ETABLISSEMENTS MICHELIN

First half 2005 earnings (IFRS)
Michelin confirms its operating performance, in contrasted and generally down markets:
- Net income increase: +5.5%
- New progress in price mix: +5.1% achieved against new hike in raw material costs (+ 14 %);
- Strong recovery in specialty activities
- Stability of operating margin before non-recurring items: 9.2%

Tire markets were contrasted. They were generally down compared to the exceptionally strong first half
2004. However, the strength of its price mix (+5.1%) and the tight control over SG&A costs enabled
Michelin to maintain its operating income before non-recurring items at last year’s high level: the Group
not only managed to compensate for a -3.6% decline in sales volumes, but also for the escalation in raw
material costs that turned out to be more severe than in the first half 2004. Free cash flow is a negative
EUR -510 million, due to seasonal factors that were more pronounced than in the past years. It will
rebound significantly in the second half.

For the second half 2005, the Group anticipates that raw material costs will continue to increase. Tire
markets should be better oriented. Supported by productivity gains and by tight cost control, the Group is
confident in its ability to achieve its commercial, industrial and financial targets. In this context, Michelin
now anticipates its operating margin before non-recurring items to improve in 2005 compared to 2004.

In Euro million ( IFRS) AtJune 30, 2005 2005 / 2004 change
Consolidated net sales 748377 +0.1 %
At constant exchange rates’ +1.1%
Sales volumes’ -36%
Operating income before non-recurring items +0.7%
Operating margin before non-recurring items + 0.1 point
Operating income +0.7 %
Operating margin + 0.7 point
Net income +5.5%
Net income Group share +8.9%
Free cash flow’ -434.9

The rules and methods applied to the preparation of the consclidated accounts at June 30, Zof)?comply with the International
Financial Accounting Reporting Standards ((FRS)

' Comparison to consolidated net sales for the first half 2004 at first half 2005 constant scope and exchange rates

* Change in tire sales volumes, excluding distribution activities. The percentage does not include maps and guides, digital products,
wheels and suspension systems.

* Free cash flow = cash flow - change in working capital requirement ~ total net investments (capital expenditure and financial
investments)
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Net sales evolution can be attributed to the following factors:

« Negative impact of exchange rates (-1.0 %): this is mainly related to the appreciation of the Euro
versus the US dollar (+4.5 %); at constant exchange rates, net sales are up 1.1%;

¢ Negative volume effect (-3.6 %) largely due to declining European markets, even if a slight pick-
up was visible in Q2;

o Positive price-mix (+5.1%), at constant exchange rates. Michelin has continued its policy of
increasing prices to compensate for rising raw material costs. Price increases have been
implemented across all product lines and geographies, in original equipment as well as in
replacement. All have held up, with the exception of certain European markets for Passenger Car
/ Light Truck where the Group had to face very aggressive competition.

« Slightly negative impact of change in scope (-0.2%).

First half sales reflect sharp contrasts in tire markets

Passenger Car/ Light Truck Replacement

o

Europe : helped by better conditions in Q2 in a dull macroeconomic climate , the decline
in the sell-in market was limited to -0.8% compared to H1 2004 which had increased
by +6% following advance purchases in France in anticipation of price increases aimed
at compensating for the cost of used tire recycling. Product and category mix grew
richer with a sustained growth in VZ and 4X4 as always.

Michelin’s sales decline exceeds that of the market, because of the size of the Group’s
positions in the countries hardest hit by the decline of their market.

The Group's pricing policy aimed at covering raw material cost increases was affected by
the aggressive price campaigns launched locally by certain competitors

North America: the market is up +3.3% year-on-year, without any difference between
the sell in and the sell out markets. Long-term trends are unchanged: significant
strengthening of the high performance VZ and 4x4 SUV segments.

Group sales of Michelin and BF Goodrich branded tires grow at a faster pace, while
private brands were slowing down: this is one of the direct results of the continuing
focused growth strategy. The improvement of the brand mix generated an increase in
cash generation per tire. The Group's price increases were well accepted in the market

Asia: local markets performed differently, depending on whether one looks at China
which saw a sharp progression, or at Japan which was down. In addition, newcomers to
the ASEAN scene are taking advantage of lower custom duties within the region.

Group sales of Michelin branded tires continue to increase at a very fast pace in China,
thus registering market share gains for this brand.

o Passenger Car/ Light Truck Qriginal Equipment

o Europe: compared to H1 04, the drop in the market was limited to -0.9%, reflecting the
+1.7 % rebound in Q2, after losing -3.5% in Q1.
In this context, Michelin sales made further progress
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North America: taking into account the decrease of approximately -10% in the SUV
segment and the +9.4% improvement in the VZ segment, the market lost -2.3%
overall.

To a large extent, the evolution of Michelin sales, which are down, reflects that of the
market shares of its main customers.

e Truck Replacement

o

Europe: with an -8.2% historic decline versus a +2.8% increase in the first half 2004,
the market has reached a five-year low, after four consecutive quarters of year-over-
year decrease. This is primarily due to the lacklustre, if not even economic environment
in recession in some countries.

Michelin sales were slightly lower than the market.

North America: boosted by sustained economic activity, the market is up +1.2% versus
H1 04. With the supply side for original equipment tires under extreme pressure, it is
also supported by purchases by truck manufacturers in Q1.

Group sales outperform the market in Canada and in Mexico. All in all, they are stable in
the US. The continuing success of the « Michelin X-One» tire drives a richer product mix.

Asia: in China, the market as a whole (bias and radial technology) keeps a healthy pace.
The market radialization remains steady, in particular for entry-level products, where the
Michelin brand is not too present.

e Truck Original Equipment

o

Europe: the +10.6% market growth can be largely attributed to the high growth of
exports at manufacturers.

The trend in the Group’s sales is the reflection of the policy aiming at balancing
original equipment and replacement that Michelin implemented several years ago. it
leads to increased profits in spite of lower sales volumes. In line with its objective,
Michelin remains the leading supplier to European truck manufacturers.

North America: the market continues to be driven by further truck renewals (both
power units and trailers) in a favourable economic environment; and by advance
purchases in anticipation of new environmental regulations for CO* emissions (EPA),
scheduled for 2007, have also helped. This trend is expected to continue until 2007.

In this context, Michelin slightly outperforms the market.

s Specialty activities

In the first half, and with the exception of the European market for agricultural tires, all
specialty tire segments enjoyed visible growth in their markets. Exceptional growth rates
are driving earthmover markets, all segments included, as demand outgrows supply. Two
wheel markets are expanding rapidly, in particular in North America and in Asia. Markets
for aircraft tires take advantage of the sharp rebound in the airline sector.
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In this favourable environment, the Group raised its volumes and was able to extract
more value from the performance and the technological content of its products. The
price increases that have been implemented across all segments have held up well. As a
consequence, net sales are up, in value as well as in volume terms.

The Group maintains its operating marqin before non-recurring items at 9.2%.

Michelin managed to maintain the high level of its operating performance, in spite of sales volumes down
-3.6% overall. The key factors explaining this achievement are as follows:

e Very positive price mix effect made it possible to fully compensate for the expected rise in raw
material costs;

¢ Build up of inventories at a higher level than in H1 04; given the cyclical nature of the tire
industry, the Group traditionally builds up inventories in the first half which diminish later in the
second half. Because of the markets this year, this trend was more pronounced. This had a positive
impact on the operating margin of approximately 0.4 percentage point.

s Additional productivity gains and efficient control over SG&A and R&D.

The additional cost incurred by Michelin’s decision to reimburse the tickets to the Formula 1 United States
Grand Prix in Indianapolis, estimated at EUR 12 million, has been accounted for in the operating income
before non-recurring items.

Net income is up +5.5% at EUR 385.9 million

Several factors contributed to this progression of which mainly:
- Higher interest charges driven by the anticipated and partial bond reimbursement;

- Substantial decrease in income tax compared to H1 04. For the full year, the effective tax rate is
expected to be close to 35%.

Michelin’s financial structure, impacted by seasonal effects more pronounced than a year ago,
should significantly improve in the second half 2005,

Evolution of free cash flow

Free cash flow for the first half 2005 is a negative EUR -510 million versus EUR -75 million for H1 04.

This EUR 435 million difference is mainly due to the following elements:

¢ About half of this amount is related to payments that took place in H1 2005, whereas in
2004, they had been settled in H2 (among others, additional contribution to some pension
funds);

o 25% is attributable to the previously mentioned leve! of inventories which is expected to
come back in the second half to the same level as at the end of 2004 (i.e. 19% of net sales);

Taking into account the fact that cash flow is expected to be similar to that of last year, and after the
capital expenditure program confirmed at EUR 1.3 billion, the free cash flow will rebound significantly in
the second half.
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Evolution of financial indebtedness

Net indebtedness increased by EUR 580 million between June 30, 2004 and June 30, 2005.
This evolution is mainly due to:

¢ Change in free cash flow : EUR — 169 million;
» Dividend distribution : EUR - 215 million;

e Valuation of put option contracts related to minority interest in certain Group subsidiaries,
recognized as debt under IFRS: EUR -150 million.
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Segment information

Effective since January 1, 2005, Michelin has changed the presentation of its segment infarmation in
order to include the distribution activities in the corresponding Passenger Car / Light Truck and Truck
segments.

Net sales Operating income Operating margin
before non-recurring before non-recurring
items items
H12005 H1 2005 H1 2005 H12004
In EUR m As a % 2005 /| InEURm As 3 %
of total | 2004 of total
SR1 4,063.4 5439% |-09% |389.0 566% |9.6% 9.7 %
(Passenger
Car / Light
Truck and
related
distribution
activities)
SR2 (Truck | 2,416.0 323 % +04% | 2055 299 % 85% 10.8 %
and related
distribution
activities)
SR3 1,010.3 134% | +31% | 928 135% |92 % 26%
(Specialty
activities)
Total 7.489.7 100 % +0.1% | 687.3 100 % 9.2 % 9.1 %

SR1 (Passenger Car / Light Truck and related distribution activities)

Passenger Car / Light Truck tire markets were very contrasted in H1 05: robust growth in North America

and in China, slight decline in Europe. Group net sales are down a modest -0.9% while sales volumes lost
-4.9%.

At 9.6%, the operating margin before non-recurring items is stable compared to H1 2004, In spite of
lower volumes and of the continuing inflation in raw material costs, the following factors drove this good
performance:

- Overall sustained price increases

- Richer product mix and more favorable brand mix, with the Michelin brand recording significant success
in North America and in Asia.

SR2 (Truck and related distribution activities)
Market trends differ substantially between Original Equipment, up across the board, and Replacement.

Group net sales are slightly above their H1 04 level: although sales volumes are down -3%, they reflect a
continually growing North American market, while European markets for Replacement are significantly
down.

At 8.5% of sales, operating margin before non-recurring items is down -2.3 percentage points versus H?
04. It has been primarily affected by an unfavourable sales mix between Original Equipment and
Replacement that is the result of:

- Soft European replacement markets;
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- Booming demand from North American truck manufacturers.

Group distribution activities in Europe have been hit and the replacement market dipped to an all-time
low.

SR3 (Specialty activities)

At 9.2%, the operating margin before non-recurring items of the Specialty activities is up +6.6
percentage points compared to H1 04 at constant scope. All the segment’s businesses contributed to this
quite substantial improvement in the operating margin. The Wheel business, which was disposed of on
May 1, 2005, had a limited impact on this achievement.

In order to extract more value from the products with a high technological content, Specialty tire
segment repositioned its prices and had an excellent first half year. In a thriving market rising to historical
highs, Earth mover generated increased profits as customers fully recognize the technological value and
the competitive advantage of the Group's tires. Affected by supply issues, agricultural tires are down in a
stable market. However, their performance is slightly improving as they benefit from a positive evolution
of unit prices and from the radialization of the North American markets. As far as the Two wheel
segment is concerned, replacement markets are growing fast in Europe as well as in North America;
Michelin is increasing its market shares in the motorcycle business. This is the result of the successful
launch of new series in the Sport range. Aircraft tires are benefiting from the clear rebound in air traffic
on all continents. In this context, Group sales are increasing in value as well as in volume terms. Demand
for radial tires is accelerating, allowing for improved valuation of the products by the airline companies.

Maps and Guides have further diversified their products, while making additional progress internally, in
spite of depressed tourism markets in Europe. ViaMichelin registers further progression.

Outlook for the second half 2005

For the second half 2005, tire markets should increase compared to their relatively weak level
of H2 04. The Group is confirming its full year estimates for the markets in 2005, with the
exception of Truck replacement in Europe that should lose 3% year-on-year, compared to the
previous forecast of an increase of +1%.

Raw material costs will continue to escalate at the expected rate of approximately 14 % or 15
% for FY 2005, versus an initially anticipated increase of + 13 %. In this context, Michelin
reaffirms its policy of increasing prices, in line with the strategy implemented in the recent
years.

Michelin now anticipates its operating margin before non-recurring items to improve in 2005
compared to 2004.
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Net sales for the third quarter ending September 30
5:40 pm (Paris time) after the Paris market close.

Contacts

, 2005 will be announced on October 24, 2005, at

Investor Relations

Eric Le Corre: +33(0) 14566 1004
+33(0)473327792

eric.le-corre@fr.michelin.com

Christophe Mazel : +33 (0) 4 73 32 24 53
+33(0) 14566 16 15
christophe.mazel@fr.michelin.com

Jacgues Hollaender: +33(0)4 7332 18 02
+33(0) 145661615
jacques-philippe.hollaender@fr.michelin.com

Press

Fabienne de Brébisson: + 33 (0) 1.45.66.10.72
+33(0)6.08.86.18.15

fabienne de-brebisson@fr.michelin.com

Individual shareholders
Anne-Marie Vigier-Perret; + 33 (0) 4 73 98 59 08
anne-marie.vigier-perret@fr.michelin.com

1.
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Change in net sales (1st half 2005 compared to 1st half 2004)

Net sales 1*"half 2005 Change 1st half 2005/ 20024 {in %)
(in millions of euros)
Group 7,489.7 +0.1%
SR1 4,063.4 -09%
SR2 2,416.0 +04%
[ SR3 1,010.3 +31%

2. Impact of the various effects on net sales

Variation of net sales

15" half 2005 / 1st half 2004

compared to 2004
In millions of euros In % accrued
Total variation +3.9 +01%
Of which Parities -77.0 -1.0%
Volumes -263.5 -36%
Price / Mix +359.3 +51%
Scope -14.9 -0.2%

3. Evolution of sales volumes by seament (in %, 1st half 2005 / 1st half 2004)

SR1 Total sales* | Replacement | Replacement Original Original
(in number of Market Equipment Eq“:;pr:(neetnt
tires)
Total -4.9%
Europe - -0.8% + -09%
North America -- +33% - -23%

* Distribution not included
SR2 Total sales * | Replacement Replacement Original Original
. Market Equipment Equipment
(!n number of Market
tires)
Total -3.0%
Europe - -82% - +10.6 %
North America ++ +12% + +17.4%

* Distribution not included
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CONSOLIDATED INCOME STATEMENT

From From

1.1t030.6 2005 ; 1.1 to 30.6 2004

{in EUR million) (in EUR million)

Net Sales 7,490 7,486
Cost of Sales . () 5,104 (-) 5,022
Gross Margin 2,386 2,464
Sales and marketing expenses " () 847 (-) 830
Research & development expenses (-) 289 (-) 305
General & administrative expenses {510 (-) 514
Other operating income and expenses )83 ()72
Operating income before non-recurring items _ 687 683
Non-recurring income and expenses -
Operating income 683
Financial result ORAL]
Income before tax 569
Taxes (-) 204
Netincome from associated companies 1
Net income 366
Of which Group share |- ;389 357

Of which non-controlfing shares 03 9

Basic earnings per share (inEUR) |; 247

Diluted eamings per share (in EUR) | 247
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CONSOLIDATED BALANCE SHEET

oo To To

“June 30, December 31,

coe 2008 2004

{in EUR million) (in EUR million)

Goodwill 434 301
Other intangible assets S 182 154
Intangible assets S 6,106 5726
Long-term financial assets e 583 392
Stakes in associated companies b 448 51
Deferred Tax assets 1,327 1,304
Non current assets : 8,658 7,928
Inventory < 3,350 2,858
Trade receivables 23,210 2919
Short-term financial assets w180 143
Other short-term financial assets . 552 571
Cash flow 437 - 1,655
Current assets 8,146
TOTAL ASSETS 16,074
Shareholders’ equity 287
Equity-related premium 1,842
Consolidated reserves 1,348
Non-controlling stakes 69
Equity 3,546
Long-term debt 3,054
Benefits 3,170
Long-term liabilities 785
Deferred tax liabilities 54
Non-current liabilities 7,063
Short-term debt 1,804
Trade payables 1,599
Other short-term liabilities 1,972
Current liabilities 5,465
TOTAL LIABILITIES 48,381 16,074
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CONSOLIDATED CASHFLOW STATEMENT

From
1 1.1t0 30.6 2004
(in EUR million)
Net income 386 366
EBITDA adjustments ’
Interest income/charges 114
Tax 204
Depreciation and impairment of tangible assets R 407
EBITDA 1,091
Other income and charges with no impact on cash flow 3
Change in provisions for risks and charges Hn
Net interest and other financial interest income/expenses (118
Income tax paid (-) 104
Change in warking capital excluding depreciation () 371
Cash flow from ordinary operations 430
Net investment in tangible and intangible assets (-) 489
Sale of tangible and intangible assets 49
Stakes acquired in consolidated companies, net of cash flow (2
Sale of stakes in consolidated companies, net of cash flow -
Other equity purchases (-) 47
Other transfers 2
Change in other long-and short-term financial assets ()17
Cash flow from investment operations (-) 504
Share capital increases and premiums -
Minority contributions to the capital of associated companies 8
Sale of treasury stock 4
Dividends paid to the shareholders of the parent company (133
Dividends paid to minority shareholders of associated companies ()5
Distribution tax and other withholdings ()43
Change in other long-and short-term financial liabilities {1086
Other changes ()37
Cash flow from investment operations (-) 312
Impact of exchange rate variations 18
Increase/decrease in cash flow (-) 368
Cash flow to January, 1 1,755
Cash flow to June, 30 1,387
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2005 H1 markets were no longer as
supportive as in H1 04...
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significant capacity increase by
local players
Q Japan
Pass. Cor/ LT replacement markets
2 down
© © Other markets
Contrasted

P &0 13 14 Comadd inad Daniain O savjot §. 205
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ruck tire markets showed
significant contrasts

O ...when both North American
Of and replatement markets

© European trudk tire
replacement markets dropped
sharply...

Pats &0 WL Liridlditad Lovsg © Augnt b 4%

H1 05 European truck tire replacement markets
: own 8%: an unprecedented decline

Eurepaan TIOtk 12e repistsamant markat 2hanse o
Y, 19982005, on 4 quanerly basly)

Unfavorable comparison
H104 =42.8%: H204 = -3.5%;
FY 04 = -0.5%

© Most markets down
Germany ~11%; France -4%,
Spain ~7%; italy -5%; UK 6%
Sluggish European
economies, West and East

Troubled Eastern European

carriers
suffering from lack of retumn of

ABM o

N theilr sig:}iik?m ‘i'r::g-smen‘t’in
: reparation 1or ir countrnes
LESES ST foning the €U
esp. Poland) n,

Sosere: FRM0 Luropond, Ut Lornpe frot Jam 4, 7%

Fads § 0 13 8 Lenniddiond damiags © St £ 808
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North American truck OE, up 17.4%,
remains a highly cyclical market

PRI EEE N
IR RN

E R B8
& % % B &

¥ & 4 & -

PR vt o e

"

Longeros e ST NG L s Gnonasfpae 1, PEy TS
S SO T Seavr, Jorpan St Bore }
RTTIEITTT AIECHELIN

Pisen $ 0 0% U8 Lndualidavid Divilagg, © ALgat b, B¥ R

However, tire market mix continues
to grow richer

‘ Promising North American Poss. Cor/ Light truck tire
market segment enrichment fueled by OF market

Pideh Vo 0 Wt LA LaoneBduns Yurnlngh O A & 8%
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Tire industry remained faced with
strong inflationary pressures in H1 05

© Raw materiols and energy prices continue to go up, but post a controsted
plctare: synthetic rubbers up significantly: natural rubber prices actually
down average H1 05/ average H1 04

Miin raw material market price thangm
{average price HE 20057 averege paice M1 2004)

3%
29%
. 11%
3% S
Y st ab Natnrd  Sutaiene Bl Shyrmivr (s ¥ Steed ol Fesdulind  Matyred

robibie  relther 154 U4 Gud Lrropn Lol TS0 Lokops 44y Hiders B O
KB LMD yHivth iuse HETE 234 EATRL ] ey Easpe  fUSDRAD

Bttvrrs
feandigl cestu kgt enitbl wWEN s,

s 31 Q w8 2% Lomnolldinnid Tlondegs O Augitl 5. 2% e

- & _Once again, Michelin ma}zaged to
%8 offset this unfavorable environment
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. H105 Net sales: robust price mix more
- than offsets lower sales volumes

4 +5.1% Y (FRS{ Eurm)

263 -1%

o -0.2%
15 ]

H1 04 Price/mix Volumes Cunrencies Scope H105
Net sales

Fige 13 O W1 45 Lossalidiannd faeiings © Aagons 8, B8

Lower volumes (1/2)...

Market change Michafin/
H105/HI 04 miarkel

 Passenger Car
& Light truck

| Michelin sales |
| -4.9%

 {units,

| OE + RT)

Fager 14O WL Lol Sundogs © Augiont 4 #2%

= “MICHELIN
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Market chamge Micheling
H105/H104 markot

tuopeoe. M vi0s% (RN

Michelin sales
3%

{vﬂﬁi&

L OF + R} =

Pt T O WL L% Lol itnd Lomiin O Rugpes &, M5

...and strong negative impact
from raw materials increase

H12005
Michelin
purchase
Losts

+ EUR 278m,
+15% / H1
e, 2004

TTiRuay M R T oO.w. raw

+ 5% © materials +
19%

{excl. FX3

COIILIE7007007 7070677770077 Nymmmym

o pere

—— RO N LRI 1
LA YIRS ® CONL,
1 USD

Fadp 1 Q9124 sl bined Uil © damasn s, 348
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...but additional price mix
ts drove profitability gains

O Further improvement in Michelin's price-mix: +4.7 poing,
in light of ever-increasing raw materials

FAsiaral ree matnrial purzrans ool Groun! Hinatg m Capip cew maladial porttase tonl -
ey BN ) wGras < od et (%)
aPre-mi pos i e impatt so Group Op, PR k SOMEBTRN 1o Oparating mag e for O

intzave SEUR o Frwodt GAAD fie 200700045 petisd terpressed oy Mg porie)
b

Pigs B3 DIV Crinfifiowd Yienlndn O Mspnt 5, X4 i

Michelin implemented a solid

price policy across the board

O {onironted with raw material cost escalation, Michelin's
policy is to intrease prices and pass them on 10 its customers

O Price were increased in oll businesses
PLLT, Truck, Earthmover, Agro, 2
Wheel, Alreraft .

Throughowt the world %
Europe, N. Am,, Asia, 5. Am, =z dmatadals

in replocement a5 well a3 in OF
Price Increates stick

However, )
in some EUR PC/LT BT segments & Price mix genersted an
markets, Michelin had to react to additionsl €324 m in Group
more aggressive behavior by some Op. income
competitors, NG

000 O

Pk 58 O %1 05 Lasndidinnd Lanlegt © aggant L. 484

= -MICHELIN
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; hig '
costs impacted gross margin, but
efficient cost control paid off

Lower gross margin
despite price increases
aimed at offsetting raw
materials intrease in
absolute terms

SG&A down, as a result of
Michelin's efficient cost
control

Fanss 18 Q40 0% Ladnlid it Lol € Bugpunt %, #05

Sharper than anticipated decline in Euro}pean
markets => higher inventory build up vs H1 04

Camulated dhange To Finished goods Invent fissvé
fron mahed g r M) o First half = troditional buitd
2001 2002 2003 2004 | 2005 up in Finished Goods
inventory
«  greporstion of Winter sirve
season BT
v preparition of August .
Septemiber Tk tiss sales

2005: higher build-up than
004

% becauss of Trudk sales
deop in Burope

lmpact on Op. R before HR
»25 M= «0.4 pt ol margin

P 350 9 78 Condliliand itk © Aot %, 2%
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H1 0;) margin (before non t@imﬁng items)
maintained at a high level

S, Incoms HL G4 {13 includes

Lerrancise "‘0’19‘ iH currmey “zk?‘
) on rww maleial
Crice Mk pirchacns
2) o inveniniins
Rew mat, & iramparnt +D4pm
i Ak &y oiw
Wmtimen . 1.opL {0 indiungpotia F1
L e g iQ;ﬁm 1% ngw Iz -
bl iil
O § 02ptin -0z

{4) Ve - oaine,

Op inteme Wi BS BT E 9.2%

Pigpn 41 0 W1 4% Lodatitirad Lol O Sucpind B, 0

Operating margin by reporting segment:
strong recovery in RS3

Ui B G
“structural improvement
strong recovery in

els as of aﬁag;z"
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351 (Pass, Car/ ::e & allocated dsstrzbutm)

Stable operating margin

EURm  Group
4, by
£4%

4,063

389 57% ~18%

8.6% .1 pt

Stable operating margin |
 despite raw materials and
. £umpean shar‘tfaii o

RS2 (Truck & allocated distribution): -
significantly impacted by historically un-
precedenfed dmp in European truck RT mkt

+0.4%
215%
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/ B RS&‘ {Specta§ty bwsirwsses} N
e ‘Yl stmfxg recovery marks a clear tumaround

© Strong airline ¢ ger -
 teaffi growth 55 haird te
koap up’ wi doemand |,

H1 2005 Consolidated Income
Statement

H12005 HW12006 & 2005/2004%

7.490  7.486 +0.1%
683 20.6%

DO1pt
+0.6%

+18%

-17%
+5.5%

m@* e o m &w«d««zw !ww % o &.QM 'i fm
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Cash flow andfree cash

flow (1/2)

O C(ash flow —
slightly down: ] tadeesaonatadh g
€707 m B o woris P
vs €775 m wmxﬁim
at june 30,04 vice

© Operating =
cash flow: 15 .
€iem ©p. cash owsh ¢h
vs €430 m p. L ange

ow Ht  flow HY g

at June 30, 04 ) ’ B *

Fass 33 O w0t 08 Levmalidiras Limmitags O Marpnt b, 265

Cash flow and free cash

flow (2/2)

O Copexin line w/
Group's gianned 1.3+

bn for’
T e T O FY 05 Op. cash flow
f 68 7% should be in line w/
[ FY 04
‘ Lo 0 ?3 05 seasonal
e -440 actors will coreect
B0 510 , themselves =
dune 30, 05 IFRS June 30, 04 1FRS sngm{atant POS‘UVE
i impact on H2 05 free
B Cperatiseg cish flow (€ m)
* Het Capax (€ rn) cash flow
£ Mot financial itnvestnents {€ m)
2 Tree cosh How (€ m)

sy 24 Q@ 1Y 54 Sl Davalongn O Auspnd L. 844
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H1 05 net debt is up, main‘?y because of
negative FCF and currency impact

K - V! prmronrecs e v oo
dan-lune B4 Ian-tune B85
| 35208 oD
Al § K GO0 RAY

WPt ST Comnrass 2eaterd 30 rinorTy ErireesTt
o L e it A distaibusizne

Debt 4t fan. 1 Debt ot june 30
2004 72005 ‘

o wFetn Cush e

Pasaw ¥ U B8 TS Lhansidind S5 © et b 825

Gearing fairly stable, after
significant net debt increase,

Gearing
i$112%, vs 117% at 3838
sune 30, 04 {IFRS)

Stockholders equity
up because of;
- {et ingome
- FX impact - ‘
- Revaluation of 063072004 RS 063072005 IFRS
« holdings available
for sale » {mainly
PSA shares) Nt Sobt @€ m) 1 SloekhoMors’ equity € m)

L{ AL ICNELIN

wilgs O Raspiid b, T84 oy s

Tt 35 0 50 48 Chiglidibing

= “MICHELIN
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Michelin

anticipates
to end 2005
better than
2004, despite
challenging
environment

- Tire markets should remain
challenging in the second half

O  Western European Truck tire replacement market full year
forecast revised down, from +1% to -3%

HorthAm. South Am. Asla

OE
&Y

+20% Kl +15% D NA
s2% Lifl +s6% Lidl NA

+6% Lol +3% Rv3
RT FSELTS RY |

(As published March 15, revited April 253

Py £ 0 9t 24 Livnoidannd Ll 0 Augusd 5, FH8

-
*,

S “MICHELIN
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* Raw materials will increase further
P in the second half 05

O H2 08 raw materials il ey
should be up 7% vs H1 05 R e
{H2 047 1104 was + 8%)

o Yo, w;imeﬁén paw i »
materist purchasing bi ,
should increase 9 o S/
£UR 400- 450 million, S
e, +14-15% (gt constant a1 ‘
exchonge rates) { /

I

0 Slightly more than Group's 7N

3% z’( assumption as ‘\/ \*«.‘/" ./
indicated on March 15 : / e d

O USD steengthening vs EUR S
could take its toll on the o
raw gmaterial purchase bill  Tewzomesysessesrswseces

Poys 110 T8 Comnelidinad Leinba O At 4, P8

Michelin’s working assumptions
for the second half

O cChallenging markets, aithough the basis of comparison should
turn favorable in H2

O Raw materials will remain expensive

O Michelin will continue to implement its policy of increasing
prices, as it has been doing for the past years

O CAPEX should stand at €1.3+ bn for the full year 2005

O free cash flow will correct itself in o positive and significant
manaerin H2, when compared to its level at June 30

21
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O Michelin anticipates
its Operating
margin before non
recurring items to
improve in 2005
compared to 2004

Fang B 0w 0% Ceseliduted Lands O Augun . 250

Thank you
for your
attention!
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Comments on the Consolidated
Financial Statements

“4'sthalf 2008 9 sthalf 2004

Net Sales gt ".7.490 7.485
Cost of Gonds Sold 15,104} {5.022)
GROSS MARGIN o o 2,386 2,464
Salos and Marketing Exponses gl {847) {8913
Research and Davelopment Expenses S i289) {305
Adryimsirative Erpenses it , {51%)
Otner Cperating Expensos (72)
OPERATING INCOME BEFORE NON RECURRING ITEMS IS 687 683
Noa recurring intome and axponse 0 0
OPERATING INCOME 887 683
FINANCIAL EXPENSE AND INCOME {138} (114}
NET INCOME BEFORE TAX L 552 569
Income Tax S o) {204)
RESULT FROM ASSOCIATED COMPANIES 4 1
NET INCOME T3 366
Nei income balore minonity inlerests )’ 389 357

Minotity interosts: {3} 9

Basic earnings per share (in euros) g0 2.68 247

Difurled earnings pet share {0 euros) - - 4267 247

= “MICHELIN
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2005 First-Half Tire Markets

The world tire market total is worth 80 billion dollars annually*. Geographically balanced
between Europe, North America and Asia, the tire industry is less cyclical than the auto-
motive industry for it is first and foremost a replacement market: 71% volume-wise and
75% value-wise.

(* Source: Tire Business August 2004.)

World tire market
in tons

World tire market
by manufacturer

Michelin
20,10 %

North A_meriéa_ '
219% =

Bridgestone .

o i

Source: LMC 2004 and Michelin estimates

18,40%

World tire market breakdown
by type of product in value (euros)

Source: Tire Business August 2004

'Earthmover 6,9 %
Agriculture 3,6 %

2 wheels 3,7 %
Aircraft 0,6 %

Source: Michelin estimates

"MICHELIN
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A more detailed description of tire markets and Michelin's competitive positioning can be
found in Michelin’s Fact Book 2005 which can be downloaded from our website.

www.michelin.com/corporate/front/templates/affich.jsp?codeRubrique = 48&lang = EN

Tire markets post solid long-term growth prospects. On an historical basis they are on a 2%-
3% annual growth trend. The world vehicle fleet is expected to double size by 2030: from
today's 800 million vehicles to 1.6 billion vehicles. Over the same period of time, the ave-
rage car mileage should increase by 80% and road freight triple.

2005 First-Half Markets showed significant contrast between Europe and North
America

World tire markets grew moderately, although they were significantly contrasted throu-
ghout the year-half and between regions: sluggish or significantly down in the case of Truck
tire replacement markets in Europe, contrasted with healthy growing markets in North
America. With the exception of China which posted double digit growth, emerging markets
in Asia, South America and Eastern Europe experienced single-digit growth, a slowdown
when compared with past growth rates.

15
250 - I
2002 0
200 W 2003
M 2004
150 02005 5
" I l ” I I
50 HAL | I H : 1 : I II] 0o - -
Europe  Europe  North North Europe  Europe Nor-th Nor.th
RT OE  America America RT OE  America  America
RT oF RT OF
Passenger Car / Light Truck tires Truck tires
(in million of units) (in million of units)
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Replacement Markets

First-half 2005 replacement markets posted significantly different patterns between
Europe, where they were actually down, and North America, which continued to benefit
from a favorable environment.

Q1 2005
Replacement Markets Q1 2004 Q22004 .
PCLT Eurape (1) {2.7%) +1.4%.
PCLYT North America (2) +2.4% +4 5%
M E“"’Pfa“ Union ) Tiuck Europt {3} {9.8%) .87
ooty M Truck North America +5.5% {2.3%)

Passenger car and light truck (PCLT)

Q105

Replacement

Pass.CariLight Truck Markot

Euwrope (1) 2.7%)

(1) European Union NOﬂh mﬁ(}a {2J *2. gﬂfm
@ USAIi Canada + Mexico _SUNEL ROgions “

(Change n/n-1; volume figures)

In Western and Eastern Europe, the decline in Passenger Car/Light Truck replacement
sell-in markets was down to -0.8% versus first-half 2004 levels.The main reason for this
slowdown was the exceptional nature of the basis of comparison. The introduction in
France on March 1st, 2004 of a price increase to cover the cost of recycling end-of-life tires
had triggered significant advance purchasing which translated into a +6.1% growth in the
first half of 2004. Market growth was contrasted geographically. The UK market was signi-
ficantly down (-3.3%) as was the French market (-2.8%). Conversely, Nordic countries pos-
ted 4.4% growth. The market's product and mix categories further improved with strong
growth in the VZ (5.9%) and 4X4 (+10.2%) segments. The mass market segment dropped
-6.3% while the performance segment was flat at -0.6%.

Eastern European markets posted a 3.3% growth, including +21.9% in high performance
and +41% in SUV. The mass-market, which still represented 45% of the total market, was
flat (+0.8%).

The sell-out market was down -2% compared to the first half of 2004.

In North America, replacement markets benefited indirectly from overall NAFTA growth in
the 1st half, posting 3.3% growth compared to the first half of 2004. The North American sell-
in market was well orientated in the first half, boosted by new products. Market qualitative
growth was also recorded with Performance H +6.2%, Performance VZ +13% and SUV
Recreational up + 7.7%. Top-of-the-range flag brands benefited from strong growth in the first
half. Entry level tires were down -2.2% and private and associate brands only slightly up.

The sell-out market was weaker especially in May and June and Michelin expects the
Nerth American sell-in market to slow down in the second half.

In Asia,

the Chinese replacement market remained bullish with double-digit growth. The mix of the
market improved in the 1st half.

In Thailand, customs tariffs were significantly reduced with introduction of the Asean Free
Trade Agreement, leading to markets opening up to other players.

In Japan, the market was flat compared to the same period of last year. The second half
will very much depend on the winter tire season which is a key segment there.

"MICHELIN
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(1) European Union
(2) USA + Canada + Mexico
(Change n/n-1; volume figures)

* Community of
Independent States

Truck
afos a7 o% AToS
Replacement Replacement . Reptacement
Truck Market Market Market
Eviope (13 19.8%) (8.8%) 8.2%)
North Americs (2) +5,9% {2.3%) +*1.2%
Ciher Regions A ] : A

In Europe, truck replacement markets in Western Europe dropped -8.2% in the 1st half 05
compared to the first half 2004, reflecting both an unfavorable basis of comparison and a
difficult economic environment. This quarter recorded the fourth consecutive drop in the
markets, with the lowest sales volume of the last five years. This is true in most countries.
Germany was down -11.3%, the United Kingdom -6.9%, the Netherlands recording the lar-
gest drop with -13%. This is due to the region's dull economies and to their consequences
for transportation companies, which are, morevoer, hit by a significant increase in fuel
prices. In Spain and France, for example, average mileage and repair activities have decli-
ned since the end of 2004.

Central European markets were down sharply (-20% in Poland and -18% in Romania).
Appreciation of the local currencies (7% to 15% respectively) versus the euro, clearly affec-
ted the competitive edge of the local transportation companies, which had to invest heavi-
ly prior to entry into the European Union.The market in the ex-CIS* countries on the other
hand, posted strong +15% growth.

European replacement market evolution

in million of units
9,7

/A 7

ML A NN
N \ 49,1

19,0

18,9
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T e e+ 8,7
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European Truck tire replacement market change
(N/N-1,1998-2005, on a quarterly basis)

o,
In the first-half of 2005, the 20%
European Truck tire replace- -
ment market recorded the
strongest decline since 1998. 15% ]
10% -
5%
0% o\
5%
-10%
-15%
B 1997 (3000 9000 1 900F 9003 9004 0008

In the US, sustained high demand for power units and trailers impacted the replacement
market, as OEM’s turned to it to equip their products. Half-on-half, the market was up only
1.2%. Part of that growth came from significant purchases by OEMs in the replacement
market in the first quarter 2005 when faced with supply shortages in OE tires. Excluding
the impact of the above, the replacement market was actually flat H1 05/H1 04. On a 12-
month basis, the retread market was down -0.5%.

In Canada, the bullish market of raw materials and commodities positively impacted the
economy, boosting the replacement market.

Mexico posted significant replacement market growth.

North American replacement truck market evolution
in million of units

20,0
INTY)
PN
W 1180
1170
o~

Lis,0
3 15,0
1140
4130
12,0

& & & N & & & NS

Source : North American pool on a 12-month basis
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Emerging markets

In China, which accounted for almost 25% of the world’s truck tire replacement market,
the total replacement market (bias + radial) continued to grow at a fast pace. The radial
replacement market enjoyed stronger growth than the global market, which is now more
than 20% radialized.

Brazil experienced an economic slowdown, revising its growth forecasts for 2005 to below
3%. Diesel consumption dropped 2.6% over the same period in 2004. The tire replacement
market was hit.

Truck replacement market evolution in Brazil
in million of units

47
446

Pam NI 1L
/ 4 4,4

/ t\“‘”"\\ / 14,1
7 ~~ 9

w T 3r9

3,7
a Wy N A\ 3 &
& ~ & N $ & ®

Source : Michelin estimates on a 12-month basis
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Original equipment tire markets

Passenger car and Light truck

Pass.CarlLight Truck  OE Market Q1 05 OE Market Q2 05 OE Market M1 05

Europe {3.5%) +1.7% (0.9%)
North America {3.5%% +1.1% {2.3%:)

Passenger Car/ Light Truck OE tire markets remained sluggish in Europe and North
America reflecting the difficulties of the automotive industry.

From a qualitative point of view, OE markets in N