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» Risk situations are evaluated regularly using standardized
processes and compared with given requirements.
Responses can be initiated at an early stage should
negative developments emerge.

» The managers responsible are required to report without
delay any relevant changes in the risk profile to the
Management Board.

» Markets are kept under constant observation and close
contacts maintained with customers, suppliers and
institutions. These practices allow us to identify and react
to changes in our business environment swiftly.

Risk management measures are supported both at Group
level and in the individual business segments by our risk
controlling measures as well as our management information
system. Based on detailed monthly and quarterly financial
reports, deviations in earnings and in assets and liabilities
from budget figures can be identified and analyzed. In
addition to risk management, a monitoring system has been
established comprising organizational processes and meas-
ures as well as internal controls and audits. Our risk man-
agement system is regularly evaluated and, if necessary,
adjusted to allow prompt reaction to changes in the markets.
This system has proved effective to date.

The international operations of the Fresenius Group
expose us to a variety of currency risks. In addition, the
financing of the business exposes us to certain interest rate
risks. We use derivative financial instruments as part of
our risk management to avoid possible negative impacts of
these risks. However, we limit ourselves to non-exchange
traded, marketable instruments, used exclusively to hedge
our operations and not for trading or speculative purposes.

The Fresenius Group’s currency and interest rate risk
management activities are based on a policy approved by the
Management Board that defines the targets, the organization
and the handling of the risk management processes. In par-
ticular, the guidelines assign responsibilities for risk determi-
nation, the execution of hedging transactions, and for the
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regular reporting of risk management activities. These
responsibilities are coordinated with the management struc-
tures in the other business areas of the Group. Thus, hedging
transactions using derivatives are carried out solely by the
Corporate Treasury Department of the Fresenius Group,
apart from a few exceptions in order to adhere to foreign
currency regulations, and are subject to stringent internal
controls. This policy ensures that the Management Board is
fully informed of all significant risks and current hedging
activities. The functionality and effectiveness of the risk
management system is reviewed as part of the audit of the
annual financial statements. Conclusions arising from the
audit are taken into account in the ongoing refinement of
our risk management system.

RISK AREAS
The main risk areas for the operations of the Fresenius Group
are as follows:

» General economic risks
From today’s point of view, the development of the global
economy presents no significant risk to the Fresenius
Group. In 2008, on the whole we expect overall economic
growth to continue. For the Fresenius Group, we there-
fore expect continued strong demand for our life-saving
and life-sustaining products and services.

» Risks in the general operating framework
The risk situation for each business segment depends on
the development of its markets. Therefore, political, legal
and financial conditions are monitored and evaluated
carefully. In addition, the growing internationalization
of our markets requires us to keep abreast of country-
specific risks.

97

Management Report



