









































Health and wellness

Advances in medicine, improvements in healthcare, and growing
awareness of the importance of good nutrition have created
favorable conditions for billions of people to achieve their full
potential during the course of long and active lives. Yet these
advances are accompanied by massive societal challenges: the
growth of diet-related non-communicable diseases in both the
developing and the developed world; the aging of the
populations of Japan, Europe and North America, for example;
and the increasing demand for — sustainable — animal protein in
the emerging economies. At the same time, two billion people
on the planet suffer from micronutrient and protein deficiencies,

Strategy 2018: Driving Profitable Growth

Two headline
financial targets

Clear actions identified to

High single-digit percentage
annual Adjusted EBITDA
growth

Businesses aim to outpace
market growth in all segments

achieve targets

Additional items
underpinning strategy

Stepping up sustainability
aspirations

Taking into account these megatrends, and combined with
disciplined focus on performance, we have established a three-
year strategic plan with two headline financial targets: high
single-digit percentage annual Adjusted EBITDA growth and
high double-digit basis point annual ROCE growth. We have
defined clear actions for DSM to achieve these targets, including
outpacing market growth in our businesses, the rigorous
execution of cost reduction and efficiency improvement
programs which will deliver €250-300 million in savings versus
the 2014 baseline, and improvements in our capital efficiency. In
support of our growth targets, we are adjusting DSM’s global
organizational and operating model to create a more agile,
commercially focused and cost-efficient company.

We do not expect to engage in large acquisitions in the near
future and intend to further monetize DSM’s main joint venture
partnerships in the coming years.

Besides improving the financial outcomes, we are also stepping
up our sustainability aspirations with Strategy 2018, both in our
own operations and in the positive impact we want to have on
the world around us. DSM’s competences and business plans
have a strong link with the Sustainable Development Goals.
While our activities align with many of the SDGs, our businesses
can particularly contribute to SDGs 2, 3, 7, 12 and 13. We have
identified key sustainability focus areas in which we foster the
development of sustainable markets where our products, value
chains, networks and partnerships can have a beneficial impact
at scale. More information is given in ‘DSM and the Sustainable
Development Goals’ on page 12 and throughout this Report.
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€ 250-300m cost reduction and
efficiency improvement
programs

Global organizational and
operational adjustments

and the cycle of deprivation continues from generation to
generation.

We provide our customers with the innovations and sustainable,
science-based solutions they need to meet the demands arising
from these megatrends. Orientating DSM’s strategy and
businesses around these three megatrends not only provides us
with the global scope to pursue attractive commercial
opportunities across the full range of our abilities. It also ensures
that our efforts target some of the biggest challenges confronting
society today.

High double-digit basis point
annual ROCE growth

Consistent improvements in
capital efficiency

Extract value from Pharma &
Bulk Chemicals joint ventures

Our ability to hire, develop, evaluate and manage our talented
people is a fundamental strategic enabler for DSM’s continued
success, and we direct this through our People Strategy 2018.

“Our Strategy 2018 aims to unlock the tremendous
potential that DSM’s business portfolio offers, out-
pacing growth in our markets through innovative
solutions addressing important global issues,
capturing the benefits of organizational optimization
and helping our employees fully develop their skills
and talents.”

Philip Eykerman, DSM Executive Committee

www.dsm.com





http://www.dsm.com/corporate/about/our-company/company-strategy.html







We are well on track with the adjustments to our global
organizational and operating model to support DSM’s growth
and create a more agile, commercially-focused and cost-
efficient business. We strengthened DSM’s management
structure in 2015 by establishing an Executive Committee, which
has enabled faster alignment and operational execution by
increasing focus on the development of the business, innovation
and people. The Executive Committee’s efforts are primarily
aimed at defining the overall strategy and direction; reviewing
business results and functional and regional strategies; budget-
setting; and people and organization.

Programs in our new target operating model to globally leverage
cross-company support functions in areas such as HR, Indirect
Sourcing, Communications, Finance, Legal and ICT are well
underway. In support of this transformation, we continued to
anchor and embed our new way of working and ONE DSM
culture, driving changes in mindset and behaviors. The changes
implemented are aimed at establishing DSM as a results-driven,
high-performance organization.

We further embedded the DSM Leadership Model in our key
processes of hiring, developing, evaluating and managing talent
across the organization and for building high-performing teams.
We also rolled out a new talent management approach across
the company in 2016. We will continue to invest in our talent
pipeline to ensure that we can sustainably address the future
challenges and demands placed on us.

For more information about our organization and employees, see
‘People in 2016’ on page 39.
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Extracting value from our partnerships

DSM has established joint venture partnerships for its former
pharma activities (DSM Sinochem Pharmaceuticals and
Patheon) and for the remaining bulk chemical businesses
(Chemicalnvest). These partnerships have been created with a
view to ultimately exiting and monetizing these businesses, and
we expect to extract significant value from them in the coming
years.

We took a first step in 2016 with the sale of 4.8 million ordinary
shares in Patheon N.V. in connection with the IPO of Patheon
N.V. in July, resulting in a gain of €232 million. Following this
transaction, DSM now holds approximately 48.7 million ordinary
shares, or approximately 34% of Patheon N.V. For more
information, see ‘Partnerships’ on page 88.

Building for earnings growth beyond 2018

DSM has set itself strategic targets for the period to 2018. This
shorter three-year period is intended to channel the
organization’s focus and forcefully drive achievement of the
step-up in financial performance at which the company aims,
creating more value from the promising portfolio we have built
over recent years. At the same time, we are also preparing for
further longer-term growth; DSM's business cycles are typically
longer than the three-year period to 2018. The company has a
range of key business and innovation projects across the
clusters that will drive earnings growth beyond 2018 and we will
continue to develop more initiatives in light of market dynamics.

www.dsm.com
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NO,
Nitrogen oxides. These gases are released mainly during
combustion and cause acidification.

Renewable resource

A natural resource which is replenished by natural processes at
a rate comparable to, or faster than, its rate of consumption by
humans or other users. The term covers perpetual resources
such as solar radiation, tides, winds and hydroelectricity as well
as fuels derived from organic matter (bio-based fuels).

SO,
Sulfur dioxide. This gas is formed during the combustion of fossil
fuels and causes acidification.

VOC

Volatile organic compounds. The term covers a wide range of
chemical compounds, such as organic solvents, some of which
can be harmful.

Water use and water consumption

Water use includes water used for ‘once-through cooling’ that
is returned to the original water source after use. Water
consumption is the portion of water used that is not returned to
the original water source after being withdrawn.

PROFIT

General

In calculating financial profitability ratios, use is made of the
average of the opening and closing values of balance sheet items
in the year under review.

The financial indicators per ordinary share are calculated on the
basis of the average number of ordinary shares outstanding
(average daily number). In calculating Shareholders’ equity per
ordinary share, however, the number of shares outstanding at
year-end is used.

In calculating the figures per ordinary share and the ‘net profit as
a percentage of average Shareholders’ equity available to
holders of ordinary shares’, the amounts available to the holders
of cumulative preference shares are deducted from the profits
and from Shareholders’ equity.

Capital employed

The total of the carrying amount of intangible assets and
property, plant and equipment, inventories, trade receivables
and other receivables, less trade payables and other current
liabilities.

Capital expenditure

This includes all investments in intangible assets and property,
plant and equipment as well as the acquisition of subsidiaries
and associates and related cash flows.
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Disposals

This includes the disposal of intangible assets and property,
plant and equipment as well as the disposal of participating
interests and other securities.

Earnings before interest, tax, depreciation and amortization
(EBITDA)

EBITDA is the sum total of operating profit plus depreciation and
amortization. Adjusted EBITDA is the EBITDA adjusted for
material items of profit or loss coming from acquisitions/
divestments, restructuring and other circumstances that
management deem it necessary to adjust in order to provide
clear-reporting on the underlying developments of the business.

Earnings per ordinary share

Net profit attributable to equity holders of Koninklijke DSM N.V.
minus dividend on cumulative preference shares, divided by the
average number of ordinary shares outstanding.

Innovation sales
Innovation sales are defined as products and applications that
have been introduced over the last five years.

Operating working capital
The total of inventories and trade receivables, less trade
payables.

Organic sales growth

Organic sales growth is the total impact of volume and price/mix.
Impact of acquisitions and divestments as well as currency
impact are excluded.

Return on capital employed (ROCE)
Adjusted operating profit as a percentage of weighted average
capital employed.

Total shareholder return (TSR)
Total shareholder return is capital gain plus dividend paid.

Working capital

The total of inventories and current receivables, less current
payables.

www.dsm.com



List of abbreviations

ABS
ADR
AFM
API
ARA
BIO
BRA
CDP
CEFIC

CcGu
COA
CoBC
COD
CPLC
CRA
CRP
CSD
CSR
DHA
DNCC
DNP
DSGC
DSP
EBA
EBIT
EBITDA
EEl
EPA
FIFO
FTE
GDP
GHG
GHGE
GHS
GMM
GRI
IAS
IASB
IFRIC
IFRS
ILO

P

IPO

Acrylonitrile Butadiene Styrene

American Depositary Receipts

Netherlands Authority for the Financial Markets
Active Pharmaceutical Ingredients

Arachidonic acid

Biotechnology Industry Organization

Business Risk Assessment

The new name for the Carbon Disclosure Project
Conseil Européen des Fédérations de I'lndustrie Chimique
(European Chemical Industry Council)

Cash Generating Unit

Corporate Operational Audit department

Code of Business Conduct

Chemical Oxygen Demand

Carbon Pricing Leadership Coalition

Corporate Risk Assessment

Corporate Research Programme

Corporate Strategy Dialogue

Corporate Social Responsibility
Docosahexaenoic acid

DSM Nanjing Chemical Co., Ltd.

DSM Nutritional Products

Dutch Sustainable Growth Coalition

DSM Sinochem Pharmaceuticals

Emerging Business Area

Earnings before interest and taxes (Operating Profit)
Earnings before interest, taxes, depreciation and amortization
Energy Efficiency Improvement
Eicosapentaenoic Acid

First in, first out

Full-time equivalent

Gross Domestic Product

Greenhouse-gas

Greenhouse-gas emissions

Globally Harmonized System

Genetically Modified Micro-organisms

Global Reporting Initiative

International Accounting Standards

International Accounting Standards Board
International Financial Reporting Interpretation Committee
International Financial Reporting Standards
International Labour Organization

Intellectual Property

Initial Public Offering
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LCA
LoR
LTI
LWC
NGO
NPS
OECD
OEM
PA
PBT
PDN
PE
PEA
PET
PPA
PPS
PRA
PSI
R&D
REACH

RFQ
ROCE
SAM
SAR
SDG
SHE
SSP
STI
SUN
SVHC
TDC
TSR
UN
UNGC
VOC
VRR
WBCSD
WEF
WFP
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Life Cycle Assessment

Letter of Representation

Long-Term Incentive

Lost Workday Case

Non-Governmental Organization

Net Promoter Score

Organisation for Economic Co-operation and Development
Original Equipment Manufacturer
Polyamide

Polybutylene Terephthalate

Stichting Pensioenfonds DSM Nederland
Polyethylene

Polyesteramide

Polyethylene Terephthalate

Purchase Price Allocation

Polyphenylene Sulfide

Process Risk Assessment

Process Safety Incident

Research & Development

Registration, Evaluation, Authorization and Restriction of
Chemical substances

Request For Quote

Return on Capital Employed

Sustainable Asset Management

Share Appreciation Rights

Sustainable Development Goal

Safety, Health and Environment
Supplier Sustainability Program
Short-Term Incentive

Scaling Up Nutrition Movement
Substances of Very High Concern

Total Direct Compensation

Total Shareholder Return

United Nations

United Nations Global Compact

Volatile Organic Compound
Volume-Related Revenue

World Business Council for Sustainable Development
World Economic Forum

United Nations World Food Programme
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