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MESSAGE FROM THE EXECUTIVE MANAGEMENT

Sense in our objects, sense in our actions

In our own way. This inspiring expression often occupies the
thoughts of our employees.

Choosing our clothes and shoes, taking care with our appearance,
selecting a fragrance to suit our mood, picking a scarf or tie, checking
our watch, assembling our accessories and heading out... this is, in
general, what constitutes our meticulous preparations. The objects
that we wear or carry make us feel well supported. They are our

companions, constant or inconstant, regular or occasional.

In our own way... When this thought crosses our minds, we cannot
help thinking of the freedom of action that is our hallmark, and we are proud that the
principal vocation of Hermes is to provide people in movement with objects that offer
pleasant company throughout their day — a day filled with success, naturally.

On that subject, our house, in constant movement, was driven by success in 2017. We
owe this above all to the action of the women and men working every day at Hermes and
to the quality of our objects, which resulted in strong growth in revenue and profitability
at an all-time high. All regions and all Hermes métiers contributed to this unequivocal

SucCcess.

Doing things in our own way, and being in constant movement, perhaps this is the sense
in our actions.

Axel Dumas Emile Hermeés SARL Gérant
EXECUTIVE CHAIRMAN  REPRESENTED BY ITS EXECUTIVE
CHAIRMAN, HENRI-LOUIS BAUER
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1.1

Hermeés holds a unique position in the luxury market, which was valued
at €262 billion in 2017(source: Bain & Company’s Global Luxury
Study). The Group is therefore, relatively speaking, less exposed to
general changes in the sector.

Today, the Group employs 13,483 people worldwide and has 304
exclusive stores, 212 of which are directly operated. Although it has
achieved international stature, Hermés has never lost its human touch
and continues its tradition of fine craftsmanship.

Thierry Hermés, a harness-maker, set up business in Paris in 1837.

Ever since, his descendants have worked together to develop the
Hermés Group. In 1880, his son transferred the family business to its
now-famous address, 24 Faubourg Saint-Honoré, where he expanded
into saddlery. Soon, he was supplying saddles and harnesses to the
stables of aristocrats all over the world.

In 1918, with the advent of the automobile, the founder’s grandson,
Emile Hermes, foresaw the coming changes in transportation and envi-
sioned new lifestyles. He launched a line of fine leather “saddlestitched”
goods and luggage. The Hermés style was born, and its field of activity
has never ceased to grow.

Emile Hermés also accumulated a private collection of paintings, books
and articles that were to be a source of inspiration for designers. During
the 1950s, Emile Hermés’ sons-in-law, Robert Dumas and Jean-René
Guerrand, continued to diversify operations whilst safeguarding the
brand’s integrity, creating: clothing, jewellery, watches, diaries, silk
scarves and more...

Starting in 1978, with the help of other fifth- and sixth-generation
members of the family, Jean-Louis Dumas brought renewed impetus to
Hermés by expanding into new sectors and establishing a global network
of Hermes stores.

28yearslater,in 2006, he entrusted the management to Patrick Thomas
and the company Emile Hermés SARL, while the artistic directorship was
passed on to Pierre-Alexis Dumas in February 2009.

Axel Dumas, a sixth-generation family member, was appointed Executive
Chairman in 2013 alongside Patrick Thomas, who subsequently left his
postin January 2014. Axel Dumas is now in sole charge of the house.

Today, Hermés applies its creativity to a wide range of sectors: leather
goods and saddlery, men’s and women'’s ready-to-wear, footwear, belts,
gloves, hats, silks and textiles, jewellery, furniture, furnishing fabrics,
wallpaper, tableware, perfumes, watches and petit h.

International in scope, Hermes is characterised by superlative manufac-
turing inspired by the values of traditional craftsmanship, and remains
a family firm with a uniquely creative spirit that is continuously renewed.

For almost 180 years, Hermés has been creating, inventing and
innovating.

Some of our models enjoy enduring success decades after they were
first designed. Reissued, reinterpreted and reinvented, these timeless
creations forge the identity of Hermes.

OVERVIEW OF THE GROUP

STAGES OF THE GROUP’S HISTORY: SIX GENERATIONS OF CRAFTSMEN

STAGES OF THE GROUP’S HISTORY: SIX GENERATIONS OF CRAFTSMEN

1837

¢ Harnesses

1867
¢ Saddles

Around 1900

¢ Haut a courroies bag, designed by Emile Hermés

1903

¢ Rocabar blanket

1922

+ Belts

1923
+ Two-handled bag

1924

+ Gloves with zipper

Starting in 1925

¢ First sports jacket, followed by the development of women’s and
men’s fashions

+ Mallette a coins rapportés

1927

+ Wristwatches

+ Filet de selle bracelet

1928

¢ Ermeto watch

¢+ Sacadépéches

1930

+ Diaries

1937

¢ Firstsilk scarves

1938
+ Chaine d’ancre bracelet, designed by Robert Dumas

+ First garments with silk scarf patterns
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OVERVIEW OF THE GROUP
STAGES OF THE GROUP’S HISTORY: SIX GENERATIONS OF CRAFTSMEN

1949
+ Printed silk ties
¢+ Beltand bracelet

¢ Collier de chien

1951

¢ Faud’Hermés fragrance

1954

+ Beachtowels in printed terry towelling

1956

+ The bag designed by Robert Dumas in the 1930s is officially named

Kelly

1961
* Twillaine: garments in knit and silk twill

¢ Caléche fragrance for women

1967

¢ Constance bag

1970

+ Equipage fragrance for men

1971

¢+ Nausicaa bracelet

1972

¢ First Hermés shoes for women

1974

¢ Amazone fragrance for women

1975
¢ Passe-Guide bag
+ Kelly watch

¢ John Lobb shoes

1978

¢ First complete men’s ready-to-wear collection
¢ Highland ghillie shoes

+ Enamel bracelets

1979

¢ Eau de Cologne Hermés, renamed Eau d’orange verte in 1997

¢ Pleated scarves
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1981

¢+ Clipperwatch

1984

¢ Pivoines porcelain tableware

¢ Birkin bag, created by Jean-Louis Dumas

1985

¢ Gavroche scarves in silk twill

1986

¢ Bel Amifragrance for men
+ Toucans porcelain tableware

¢ Pippa furniture

1991
¢ Cape Cod watch

¢ Nantucket watch

1993

¢ Oxersaddle

¢ Médorwatch

1995

¢ 24 Faubourg fragrance for women

¢+ Fourre-tout bag

1996

¢ Harnais watch

¢ Heure Hwatch

1997

¢ First Hermés shoes for men

¢ Oransandal

1998
¢ Herbagbag

+ Twice-round leather watchstraps

¢ Quicktrainers

1999

¢ Hirisfragrance for women

2000

¢ Corlandus dressage saddle
¢ Tandem watch

¢ Nilporcelain tableware

+ Rouge Hermes fragrance for women



2002

*

+ Pleincuirdeskline, areissue of arange originally created inthe 1930s

*

Picotin bag

Quarkring

2003

*

Un Jardin en Méditerranée fragrance
Twilly in silk twill

Dressage

Automatic gold watch

Etriviére briefcase

2004

*

*

Eau des Merveilles fragrance for women
Brasilia jumping saddle
First fragrance collection

Hermessence

2005

*

*

*

Un Jardin sur le Nilfragrance
Porcelain tableware

Balcon du Guadalquivir

2006

*

*

*

Terre d’Hermes fragrance for men
Porcelain tableware
Cheval d’Orient

2007

*

Lindy bag

70 scarves in vintage silk

Kelly Caléche fragrance for women
Fil d’argent porcelain tableware

Jewellery in rose gold and brown diamonds

2008

*

*

*

*

Jypsiére bag
Horizon diary
First Hermés Editeur scarf

Un Jardin aprés la Mousson fragrance

2009

*

Victoria saddle
Dip-dye scarves
Colognes Hermés
Porcelain tableware
Mosaique au 24

Cape Cod Tonneau watch

OVERVIEW OF THE GROUP

STAGES OF THE GROUP’S HISTORY: SIX GENERATIONS OF CRAFTSMEN

2010

First haute bijouterie collection

Les Maisons enchantées faience tableware
Talaris saddle

Voyage d’Hermés fragrance

Reissue of furniture

Jean-Michel Frank furniture reissued by Hermeés

Toolbox bag

2011

Bleus d’Ailleurs porcelain tableware
Berline bag

Un Jardin sur le Toit fragrance
Arceau Le Temps Suspendu watch

First collection of furnishing fabrics and wallpapers

2012

*

*

Jour d’Hermeés fragrance for women

8 cmties in heavy silk twill

2013

*

Hermés Cavale saddle
Maxibox bag

Le Flaneur d’Hermés bicycle
Rallye 24 porcelain tableware
Occasional furniture

Les Nécessaires d’Hermés

2014

Oxerbag

Nautilus pen

Faubourg watch

Third haute bijouterie collection
Le Parfum de la maison

H-Déco tea and dessert service

Lighting collection

2015

Octogone bag

Cherche-Midibag

Slim d’Hermés watch

Le Jardin de Monsieur Lifragrance
Porcelain tableware

Voyage en lkat

Cityhall briefcase
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1 OVERVIEW OF THE GROUP
STAGES OF THE GROUP’S HISTORY: SIX GENERATIONS OF CRAFTSMEN

2016

+ Verrou bag

+ Baton de Craie bag

¢ Hermés Arpége dressage saddle

+ Carnets d’Equateur porcelain tableware
+ Galop d’Hermés fragrance for women

+ Fourth HBIV Continuum haute bijouterie collection

2017 REGISTRATION DOCUMENT HERMES INTERNATIONAL

2017

+ Hermés Cinhetic bag

+ Twilly d’Hermés fragrance for women

¢ Chaine d’ancre Punk jewellery collection
+ Tie-Set porcelain tableware

+ Liens d’Hermés range of Maison objects



OVERVIEW OF THE GROUP

KEY FIGURES
1.2.1 BREAKDOWN OF REVENUE BY SECTOR 1.2.2 BREAKDOWN OF REVENUE BY
2017 VS 2016 GEOGRAPHICAL AREA 2017 VS 2016
Watches Other products Other
3% (3%) A% (4%) 1% (2%) France
/ 14% (14%)
Perfumes Americas
5% (5%) 18% (18%) \
Leather Goods
Other Hermes & Saddlery
sectors 1 0
T% (7%) 50% (50%) Europe
(excluding
France)
Silk and Textiles - 19% (18%)
10% (10%)
Asia-Pacific -
(excluding Japan) e Japan
Ready-to-wear 35% (34%) 13% (14%)
and Accessories
21% (21%)
1.2.3 KEY CONSOLIDATED DATA
In millions of euros 2017 2016 2015 2014 2013
Revenue 5,549 5,202 4,841 4,119 3,755
Growth at current exchange rates vs. n-1 6.7% 7.5% 17.5% 9.7% 7.8%
Growth at current exchange rates vs. n-1* 8.6% 7.4% 8.1% 11.1% 13.0%
Recurring operating income 1,922 1,697 1,541 1,299 1,218
in % of revenue 34.6% 32.6% 31.8% 31.5% 32.4%
Net income attributable to owners of the parent 1,221 1,100 973 859 790
in % of revenue 22.0% 21.2% 20.1% 20.9% 21.0%
Operating cash flows 1,598 1,439 1,218 1,049 1,016
Investments (excluding financial investments) 2 270 285 267 322 232
Equity attributable to owners of the parent 3 5,039 4,383 3,742 3,449 2,826
Net cash position IFRS 2,912 2,320 1,571 1,422 1,022
Restated net cash position 4 3,050 2,345 1,614 1,494 1,091
Economic value added (EVA) ° 1,070 949 793 713 655
Return on capital employed (ROCE) © 57% 49% 45% 43% 45%
Workforce (number of employees) 13,483 12,834 12,244 11,718 11,037

(1) Growth at constant exchage rates is calculated by applying, for each currency, the average exchange rates of the previous period to the revenue for the period.
(2) See chapter 4, page 185.

(3) Equity excluding non-controlling interests.

(4) The restated net cash includes cash investments that do not meet IFRS cash equivalent criteria as a result of their original maturity of more than three months.
(5) Difference between recurring operating income after tax on operating income and the weighted average cost of capital employed.

(6) Recurring operating income, after tax on operating income, based on average capital employed. See page 186.
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OVERVIEW OF THE GROUP
KEY FIGURES

1.2.4

In millions of euros

5,549
5,202 |
4,841 |

4119 |

3,755
3,484

2,841 |
2,401 |

1,765 1,914 |

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

1.2.5 CHANGE IN RECURRING OPERATING

INCOME

In millions of euros

1,922

1,697
1,541

1,209 |

1218

1419

885 |

668 |
449 463 |

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
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CHANGES IN CONSOLIDATED REVENUE

1.2.6
RETAIL STORES

Concessionaires

M Branches
_ 112 _ 104 _ 97 _ 97 _ 92
|203 I 207 I 210 I 210 I 212
2013 2014 2015 2016 2017
1.2.7 INVESTMENTS (EXCLUDING FINANCIAL
INVESTMENTS) AND OPERATING CASH
FLOWS
M investments 1598
Operating cash flows 1,439
1,218
1,016 1,049
232 322 267 285 270
| i | | |
2013 2014 2015 2016 2017

CHANGE IN THE NUMBER OF EXCLUSIVE



OVERVIEW OF THE GROUP
ACTIVITY BY GEOGRAPHIC AREA

1.4.4 HERMES POINTS OF SALE WORLDWIDE

Hermeés products are available worldwide through a network of 304 exclusive stores. See page 16.

Hermés watches, perfumes and tableware are also sold through networks of specialised stores and in airport duty-free stores.

Europe
Austria: 2 Greece: 1 Spain: 5
2 concessionaires 1 branch: 5 branches:
¢ Athens ¢ Barcelona Diagonal
Belgium: 3 R ¢ Barcelona Paseo de Gracia
3 branches: 1 bram;h' + Madrid Castellana
¢ Antwerp R Dub”r; + Madrid Ortega y Gasset
¢ Brussels + Marbella
+ Knokke-le-Zoute [taly: 16
. 11 branches: oweden:d
Czech Republic: 1 + Bologna 1 concessionaire
1 branch: -
¢+ Prague ¢ Capri Switzerland: 11
¢ Florence 9 branches:
Denmark: 2 + Milan + Basel
1 branch: + Naples + Bemn
+ Copenhagen + Padua + Crans
1 concessionaire + Palermo + Geneva
*
France: 31 . EZ::;CGWO ¢ Gstaad
14 branches: + Turin : Il:ausanne
¢ Aix-en-Provence + Venice . Sﬁj;:;tz
¢ Biarritz 5 concessionaires A
¢ Bordeaux ¢ Zur|ch- )
+ Cannes Luxembourg: 1 2 concessionaires
: ET«IZUV”'G 1 concessionaire Turkey: 3
2 branches:
+ Lyon Netherlands: 4 ) )
+ Marseille 2 branches: ¢ Istanbul N|§anta3|
+ Paris Faubourg Saint-Honoré ¢ Amsterdam De Bijenkorf ICL?:;]:;LE;']??
+ Paris George-V + Amsterdam PC Hoofstraat
+ Paris Sévres 2 concessionaires United Kingdom: 9
+ Rennes Norway: 1 7 branches:
+ Saint-Tropez 1 concessionaire + Glasgow
+ Strasbourg ¢ London Bond Street
17 concessionaires Portugal: 1 ¢ London Harrods
1 branch: + London Royal Exchange
Germany: 17 + Lisbon ¢ London Selfridges
10 branches: ¢ London Sloane Street
+ Baden-Baden Principality of Monaco: 1 + Manchester Selfridges
+ Berlin KaDeWe 1 branch: 2 concessionaires
+ Berlin West + Monte Carlo
¢ Cologne Russia: 2
¢ Disseldorf 2 branches:
¢ Frankfurt + Moscow Gum
¢ Hamburg + Moscow Stoleshnikov
¢ Hanover
¢ Munich
+ Nuremberg
7 concessionaires
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OVERVIEW OF THE GROUP

ACTIVITY BY GEOGRAPHIC AREA

Americas

Argentina: 1
1 branch:
+ Buenos Aires

Brazil: 3

3 branches:

+ Riode Janeiro

¢ Sao Paulo Cidade Jardim
¢ Sao Paulo Iguatemi

Canada: 5

4 branches:

¢ Calgary

¢ Montreal

+ Toronto

+ Vancouver

1 concessionaire

Caribbean: 1
1 branch:
+ Saint-Barthélemy

Chile: 1
1 concessionaire

Mexico: 6
6 branches:

*

* 6 6 o o

Mexico Guadalajara
Mexico City Masaryk
Mexico Moliere

Mexico Monterrey

Mexico City Palacio Perisur
Mexico City Santa Fe

Panama: 1
1 concessionaire

USA: 33
26 branches:

* 6 6 6 o o
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Atlanta

Bergen County
Beverly Hills
Boston
Chicago
Dallas

Denver

Greenwich

Hawaii Ala Moana

Hawai Waikiki

Houston

Las Vegas Bellagio

Las Vegas CityCenter

Las Vegas Wynn

Miami

New York Madison

New York Men on Madison

New York Wall Street

Palm Beach

Philadelphia King of Prussia

San Diego

San Francisco

Seattle

Short Hills

South Coast Plaza

Washington
concessionaires



Asia

China: 24
23 branches:
¢+ Beijing China World

+ Beijing Park Life

+ Beijing Peninsula

+ Beijing Shinkong

+ Chengdu Swire

+ Chongging Mixc

+ Dalian

¢ Guangzhou La Perle

¢ Guangzhou Taikoo Hui
¢ Hangzhou Hubin

¢ Hangzhou Tower

+ Harbin Mykal

¢ Kunming Ginko

+ Nanjing Deji

+ Ningbo Heyi Avenue

+ Qingdao Hisense Plaza
+ Shanghai IFC

+ Shanghai Maison

¢ Shanghai Plaza 66

¢ Shenyang Mixc

¢ Shenzhen City Crossing
+ Suzhou Matro

+ Wuhan International Plaza
1 concessionaire

Hong Kong: 7

7 branches:

+ Hong Kong Galleria

Hong Kong Elements

Hong Kong Lee Gardens

Hong Kong Harbour City

Hong Kong Pacific Place

Hong Kong Sogo

Hong Kong International Airport

* & 6 6 o o

India: 2

2 branches:
¢ Mumbai
+ New Delhi

Indonesia: 2
2 concessionaires

Japan: 39
31 branches:
¢+ Chiba Sogo
¢ Fukuoka Hakata Hankyu

¢ Fukuoka Ilwataya

¢ Hiroshima Sogo

¢ Kobe Daimaru

+ Kyoto Takashimaya

+ Nagoya JR Takashimaya

+ Nagoya Matsuzakaya

+ Nagoya Mitsukoshi

+ Okayama Takashimaya

¢ Osaka Hilton

¢ Osaka Midosuji

¢+ Osaka Pisa Royal

¢ QOsaka Takashimaya

¢ Osaka Umeda Hankyu

+ Sapporo Daimaru

¢+ Sendai Fujisaki

+ Tokyo Tachikawa Isetan

+ Tokyo Ginza

+ Tokyo Ikebukuro Seibu

+ Tokyo Marunouchi

+ Tokyo Nihombashi Mitsukoshi
¢ Tokyo Nihombashi Takashimaya
+ Tokyo Shibuya Seibu

+ Tokyo Shibuya Tokyu

¢ Tokyo Shinjuku Isetan

¢ Tokyo Shinjuku Takashimaya
+ Tokyo Tamagawa Takashimaya
¢+ Urawa Isetan

¢+ Yokohama Sogo

+ Yokohama Takashimaya

8 concessionaires

Kazakhstan: 1
1 concessionaire

Macao: 4

4 branches:

¢ Macao Four Seasons
¢ Macao One Central

¢ Macao Wynn

+ Macao Wynn Palace

Malaysia: 3

2 branches:

¢ Kuala Lumpur Pavilion

¢ Kuala Lumpur The Gardens
1 concessionaire

OVERVIEW OF THE GROUP

ACTIVITY BY GEOGRAPHIC AREA

Philippines: 1
1 concessionaire

Singapore: 7

7 branches:

¢ Singapore Changi Airport T1
Singapore Changi Airport T2
Singapore Changi Airport T3
Singapore Liat Towers
Singapore Marina Bay Sands
Singapore Scotts Square
Singapore Takashimaya

® 6 6 ¢ o o

South Korea: 18

10 branches:

¢ Busan Shinsegae

+ Seoul Dosan Park

+ Seoul Galleria

¢ Seoul Hyundai Apkujung
¢ Seoul Hyundai CoEx

¢ Seoul Hyundai Daegu

¢ Seoul Lotte World Tower

¢ Seoul Shilla

¢ Seoul Shinsegae Gangnam
¢ Seoul Shinsegae North

8 concessionaires

Taiwan: 9

6 branches:

¢ Kaohsiung Hanshin
Taichung FE21
Tainan Mitsukoshi
Taipei Bellavita
Taipei Regent
Taipei Sogo Fuxing

concessionaires

W & ¢ ¢ ¢ o

Thailand: 3

2 branches:

+ Bangkok Central Embassy
¢+ Bangkok Siam Paragon

1 concessionaire

Vietnam: 2
2 concessionaires
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] OVERVIEW OF THE GROUP
ACTIVITY BY GEOGRAPHIC AREA

Middle East

Bahrain: 1 Lebanon: 1 United Arab Emirates: 6
1 concessionaire 1 concessionaire 6 concessionaires
Kuwait: 1 Qatar: 2

1 concessionaire 2 concessionaires

Oceania

Australia: 5 Guam: 1 Saipan: 1

4 branches: 1 branch 1 branch

¢ Brisbane

+ Gold Coast Pacific Fair

+ Melbourne Collins Street
+ Sydney

1 concessionaire
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] OVERVIEW OF THE GROUP
SIMPLIFIED GROUP ORGANISATIONAL CHART

1.5.2 PRODUCTION FACILITIES

The Hermés Group operates 52 production sites, including 41 in France, divided over 46 geographic sites (including 35 in France, 2 in Switzerland,
2 inthe United States, 4 in Australia, 2 in Italy and 1 in Great Britain).

Sector Company (production sites)

Leather Goods Hermes Sellier (Paris Faubourg-Saint-Honoré, Pantin-Pyramide, Pantin-CIA, Pierre-Bénite)

Maroquinerie de Saint-Antoine (MSA) (Paris)

Maroquinerie de Belley (Belley)

Maroquinerie des Ardennes (Bogny-sur-Meuse)

Maroquinerie de Sayat (Sayat)

Manufacture de Seloncourt (Seloncourt, Héricourt, Etupes, Allenjoie)

Manufacture de Haute Maroquinerie (MHM) (Aix-les-Bains)

Maroquinerie Nontronnaise (Nontron)

Ganterie de Saint-Junien (Saint-Junien)

Maroquinerie de Normandie (Val de Reuil)

Maroquinerie Iséroise (Fitilieu, Les Abrets)

Maroquinerie de la Tardoire (Montbron)

Tanneries and Precious Leathers Tannerie de Montereau (Montereau)

Tannerie de Vivoin (Vivoin)

Tannerie d’Annonay (Annonay)

Conceria di Cuneo (Cuneo/lItaly)

Tanneries du Puy (Le Puy-en-Velay)

United States division, including Reptile Tannery of Louisiana (RTL) (Lafayette), Australia division

Perfumes Comptoir Nouveau de la Parfumerie (CNP) (Le Vaudreuil)

Textiles Créations Métaphores (Bourgoin-Jallieu)

Société d’Impression sur Etoffes du Grand-Lemps (SIEGL) (Le Grand-Lemps)

Ateliers A.S. (Pierre-Bénite)
Holding Textile Hermes (HTH) (Pierre-Bénite, Bourgoin-Jallieu)
Etablissements Marcel Gandit (Gandit) (Bourgoin-Jallieu)

Ateliers de Tissage de Bussieres et de Challes (ATBC) (Bucol, Le Crin) (Bussiéres, Challes)

Société Novatrice de Confection (SNC) (Nontron, Bourgoin-Jallieu)

Ateliers d’Ennoblissement d'lrigny (AEI) (Irigny)

Crystal Les Cristalleries de Saint-Louis (Saint-Louis-lés-Bitche)
Silversmithing and Jewellery Puiforcat (Pantin-CIA)
Porcelain and Enamel Compagnie des Arts de la Table et de I'Email (CATE) (Nontron)

Beyrand (Saint-Just-le-Martel)

Watches La Montre Hermeés (LMH) (Bienne/Switzerland)
Les Ateliers Hermés Horloger (Noirmont/Switzerland)
Footwear John Lobb (Paris Mogador, Northampton/United Kingdom)
Atelier HCI (Milan/Italy)
Logistics Hermes Sellier (Bobigny)
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1.7 FONDATION D’ENTREPRISE

2017 marks the tenth year of activities of the Fondation
d’entreprise Hermés.

In creating the Foundation in 2008, the house’s Senior
Executives wanted to reinforce the impact of its sponsorship
programme while ensuring its durability. Expand it, definitely, but
how? The issue was to delineate our areas of intervention and
equally the way in which we take action. Promoting savoir-faire,
supporting creativity and encouraging the transfer of knowledge
therefore became imperatives for us, while we decided to prioritise
training in our métiers and the implementation of inventive and
innovative projects in each of these areas. We are per-petuating
the humanist values of Hermeés by offering responses to the needs
that we identify and that serve the public interest. Gradually, the
shape of the Foundation and its methods of action were clarified,
which led us to prepare very focused programmes that we designed
and, for some of them too, became the operators on the ground.

For several years we have been giving thought to the actions we
could take to promote craftsmanship within the Company and
notably among the youngest generations. In 2016, we were therefore
able to put in place our Manufacto programme, “la fabrique des
savoir-faire” for which the agreement of the Paris board of
education was decisive. The success of this first edition supported
our wish to continue it in years to come.Experiencing the “pleasure
of doing” acts as a driver for discovering the métiers of
craftsmanship while being a school for expression. In parallel, the
third edition of the Skills Academy, dedicated to metal working,
again brought together a large audience around the contemporary
challenges related to expertise in the material. By addressing
schools and profes-sional audiences, each of these programmes
expresses our belief that craftsmanship represents a métier that is
both able to thrive and focused on the future. Although it is
undeniably handed down as our heritage, savoir-faire is also
undergoing constant change and is attentive to inno-vation: it forms
a de facto part of the contemporary world. In a complementary way,
the Foundation is involved in the field of artis-tic creation. The
cornerstone of our activity is encouraging freedom of expression by
giving artists the time to create the methods that serve their
purpose and by giving the public access to a sensitive, critical and
political understanding. We have chosen to support contemporary
forms - those that will be tomorrow’s cultural heritage - by
supporting the creation of new works. Whether it be New Settings,
the Foundation’s exhibitions, artists’ residential programmes or
Immersion, a Franco American photographic commission, all four
programmes engage artists in working in environments that change
the places where they are carried out. Taking artistic risks -
whether on the stage of a theatre or production unit workshops -
contributes to the emergence of original forms.

For ten years many creators have ventured successfully into new
artistic and geographical territories thanks to the Foundation’s
support. Many spectators and visitors have been moved, stimulated
or even shaken by works of enormous intensity. The Foundation is
please to contribute not only to the emergence of the most daring
creations, but also to making them available to an increasingly large
audience.

One of the strengths of a foundation like ours must be that it is
firmly rooted within the Company itself. Eliciting the support and
involvement of our colleagues has been made possible thanks to our
shared culture. In this respect, the H3, Heart-Head-Hand programme
plays a major role in understanding our public service role and in
dialogue with our collea-gues. During the two editions of the H®
programme, these have enabled us to support projects that are
remarkable for their relevance and their impact in the fields of the
transfer of savoir-faire, access to culture and

preservation of biodiversity. In addition, the support we provide to
WWF reinforces our commitment to biodiversity, through the
continuing ini-tiatives in this area, in partnership with Iddri, since the
Foundation was created.

Acting to support the common good is an act of altruism which in
itself involves respect for otherness, something that, in a complex
world, it is all the more important to speak up for. Everyone we deal
with, whether craftsmen, artists, volunteers or managers of public
service organisa-tions, embodies this responsibility to act for a
peaceful and fair world. The exemplary nature of their creative acts is
the driving force behind our activity.

This text by the Fondation d’entreprise Hermés appears in the
complete activity report available at:
www.fondationdentreprisehermes.org, “The Foundation” section.
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2.1 INTRODUCTION

211 ALL ARTISANS OF OUR SUSTAINABLE

DEVELOPMENT!

For more than six generations, Hermés has been nurtured by values of
craftsmanship which have shaped its development and, in parallel, its
relationship with the wider world. These values, embodied and conveyed
by its leaders and equally by its employees, have been enriched by the
lessonslearned byartisans. Hermésisagenuine "land of hands',and has
fostered in everyone this spirit of craftsmanship that makes the House
SO unique in many respects, not least of which in terms of sustainable
development. The concept of craftsmanship at Hermés, which employs
more than 4,500 craftsmen in production activities, is a concrete reality.
Through proximity and internal networking it nourishes all employees.

Sustainable development at Hermeés is anchored in the enduring deter-
mination “to do well”. The characteristics of craftsmanship enable a
better understanding of this state of mind and the meaning of Hermes’s
actions in this area:

+ responsibility: handmade leather objects are the work of a single
person who masters all the steps necessary for their fabrication
and is responsible for their final quality. This sense of responsibility
also extends to the materials used, which must not only be the most
beautiful but also of indisputable origin: they alone are worthy of ser-
ving to create objects of exception. This accountability also remains
throughout the product’s future life, and each craftsman takes a view
that goes well beyond the production process. This keen awareness
of the consequences of our actions accordingly begins upstream
and reaches well downstream of production itself. Responsibility is
a value which is consistent with craftsmanship, and one of the cata-
lysts of the Company’s approach to sustainable development. It is
an internal requisite that is even stronger considering that the House
controls a large number of the parameters of its activity;

¢ authenticity: artisans take pleasure in highlighting the “authenticity”
of beautiful raw materials, those that show themselves as they are,
that hide nothing fromthe hand or eye, thatare candid and harbour no
deception. They eschew resorting to less than perfect material, even
when the end result may seem acceptable. This attitude, this deman-
dingoutlookinrespectof quality, is reflected inthe attention paid to all
the aspects that comprise an artisanal object and its craftsmanship.
Linings are given the same attention as outer fabrics, pieces that are
hiddenfromview have the sameimportance as whatisshown. Justas
they are scrupulous with their materials and their work, the Hermés
artisan - like all employees who work for the House - has a clear-
eyed, engaged view of their relationship with their economic, social
and ecological environments. They are aware of their limitations and
imperfections, but are also ever mindful of the challenges underpin-
ning the House’s values of excellence. Sustainable development is
pursued in this spirit of sincerity, excellence and continuous impro-
vement. It is built on achievements more than on abstract commit-
ments. It pursues long-term effectiveness rather than self-promotion;
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+ time to work well, together: Hermés artisans, and the entire House,
have come to take the same view over the years - seeing time as an
ally, something that allows them to work well, to absorb a subject’s
internal or external perspective and to cultivate the qualities of each
and every one. Ultimately, time gives a just perspective to things.
When learning how to craft an object, it is unthinkable to skip a step
to save time. Each step is part of a continuum; all are essential. This
approach also serves to learn to complete what we have begun. This
way of working has guided us and encourages us to implement res-
ponsible policies and practices in a participatory approach, focusing
on the quality of the end result, happily taking the necessary time,
while taking account of the necessary pace of sustainable change for
employees, our partners and the natural ecosystems.

This is how sustainable development echoes the House’s founding
values. These values are a powerful engine for a family group that pro-
duces more than 70% of its objects in house and therefore controls
most of its value chain. It is built on the transmission of a sustainable
development culture and the coordinated implementation of numerous
initiatives, with a preference for a decentralised approach and local ini-
tiatives. Sustainable development is anchored in our métiers, our sub-
sidiaries and Hermes International services, and also Petit h and the
Fondation d’Entreprise Hermés. Our ambition is that we are all “artisans
of our sustainable development”.

Corporate social responsibility (CSR) is the way by which Hermeés inte-
grates social, environmental and economic concerns into its activities
and its interactions with its stakeholders on a voluntary basis.

2.1.2 GOVERNANCE

Since 2007, the Company’s sustainable development actions have been
overseen by a Sustainable Development Committee, in which two
members of the Executive Committee play an active role alongside the
heads of the human resources, industrial affairs and distribution depart-
ments, as well as the heads of two métiers (Leather Goods and Silk) and
the management of the Fondation d’Entreprise Hermés. The Committee,
which is organised by the Sustainable Development Department, met
five times during the year, with each meeting providing an opportunity to
take stock of strategic challenges, to decide on the implementation of
operational projects and to hear reports by managers on the progress of
their sustainable development initiatives.

The Group Sustainable Development Department, which reports to a
member of the Executive Committee, implements strategy, overseesthe
operations for the Group and its subsidiaries, both in France and inter-
nationally. It monitors accomplishments, coordinates the operation of
various committees (including the Sustainable Development Committee
and the Group Operations Committee), assists local committees and
manages cross-cutting projects. In 2017, it hosted 15 in-house semi-
nars in France and internationally. It ensures the cohesion of the entire
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system, manages internal communications, takes part in external com-
munication and helps share best practices.

The Group Operations Committee meets every two months; it com-
prisesthe heads of the House’s main corporate functions (approximately
15 people). It analyses and validates projects’ technical and functio-
nal aspects, facilitates information sharing and serves as a collective
decision-making body providing a pragmatic perspective on sustainable
development challenges. The involvement of its members is essential to
projects’ concrete implementation. It met four times in 2017 and orga-
nized alearning expeditioninacompany pioneeringinthisfieldin France.

Each of the House’s main métiers and key subsidiaries has its own local
Sustainable Development Committee. These committees, formed to
launch and monitor initiatives, share their achievements at regional
meetings or through the best practice observatory on the intranet. As
specified in the “environment” chapter, initiatives in this area are driven
more specifically by a “HSE network” run by the industrial department.
These committees carry out operational initiatives, and play a role in
internal management and communication with teams.

For example, in 2017, Hermés China took a proactive approach, with
the creation of a Strategic Sustainable Development Committee,
which has three Management Committee members, a Sustainable
Development Committee in Shanghai with 11 members and a network
of 23 ambassadors in stores. Still in Asia, members of the Japan, Korea,
China, Taiwan, Singapore and Hong Kong Sustainable Development
Committees met for three days for the fourth consecutive year to share
their operational practices. They are thus gradually becoming a regional
repository of skills in this area.

2.1.3 TOOLS

The Group has developed and regularly updates a number of tools to
support and implement its approach. Committee work and operational
decentralisation are facilitated by the dissemination of these tools, all of
which have been constructed using a participatory approach that facili-
tates their adoption.

The House’s ethics are enshrined in a forty-page ethics charter publi-
shed in ten languages and distributed to all employees. It aims to pro-
mote the corporate project and reaffirm the Group’s commitment to
certain fundamental principles in the way Hermeés relates to its stakehol-
ders and wider society. It is given to all new employees when they join
the House. The Chief Compliance Officer oversees this area. A code of
business conduct, also available in ten languages, sets out the House’s
guiding principles on a range of operational matters. It lays out a matrix
alert system by geography and by function. The content and operating
modes in relation to these two documents are set out in section 3.2.1
of this document.

2017 REGISTRATION DOCUMENT HERMES INTERNATIONAL

The “all artisans of our sustainable development” strategic framework
was distributed to all employees in 2015 and serves as a basis for the
work of each one. It focuses on the most significant issues in terms of
the values of the House, the Company’s durability, and its responsibility
towards its social, ecological and societal environments and towards its
stakeholders. It sets priorities in accordance with a materiality principle.
It ensures that objectives are consistent and provides a framework for
decentralised initiatives. The métiers and subsidiaries are invited to
report on their initiatives and their ambitions annually on the basis of
this document, during the half-year budgetary exercise, and are inter-
viewed by the Sustainable Development Committee about their major
challenges.

This strategic framework is organised around six pillars which signpost
the footprintthat Hermés wishes to leave on the world: people, the planet
and communities where we operate.

People:

¢ Hermés oversees the development and transmission of its
craftsmen’s savoir-faire, and more widely, that of our staff which
formthe foundation of our approach to sustainable development. The
framework primarily specifies priorities in the areas of training, skills
development, sharing of savoir-faire within teams and between gene-
rations. The development of production methods that are respectful
of craftsmen and of the environment is one of the major focuses of
work.

¢ the satisfaction and professional fulfilment of employees, and pro-
moting their diverse talents, are a driver of sustainable growth, and
as such a matter for special attention; The framework has highly
ambitious requirements for working conditions, human relationships
andthe scrupulous attention to be paid to the health and safety of our
employees, harmonious labour relations, well-being and balanced
lives. It asserts a strong commitment in the area of diversity and soli-
darity, particularly towards those who are experiencing difficulties or
have a disability.

Planet:

+ the durability of our business depends primarily on the future availa-
bility of the high quality materials that are key to the Hermeés’ unique
character. Hermeés protects and respects the exceptional natural
resources that are used to produce its objects; The framework sets
out major ambitions for our supply chains, particularly for natural
materials with regards to their environmental and social footprints. It
emphasises our ambition to improve how these materials, which are
all precious, are used in order to avoid waste. Significant attention is
paid to managing waste from the point of manufacture to the end of
product lives.

+ Hermés is constantly seeking long-term and ambitious but pragma-
tic solutions to better preserve the environment. The framework
confirms our ambition to control our impacts throughout the value
chain, from the agricultural sector, upstream from production pro-
cesses, through to the distribution activity. This section sets out our
challenges in the areas of controlling industrial consumption (water,
energy, etc.), managing waste emissions and industrial waste, redu-
cing the environmental footprint of sites and the carbon offset policy.



Communities:

+ the Group’s ability to grow is linked to the development and durabi-
lity of its suppliers and partners, who are leading players in the field
of high quality products and services, but also in social and envi-
ronmental endeavours. The framework specifies the concepts deve-
loped in the ethical charter (see 3.2.1.2), with ambitious objectives
to improve our knowledge of and continue to support our partners
in confronting quality issues as well as ethical, social and environ-
mental challenges that they may encounter, with the required level
of vigilance.

+ Hermés ensures dialogue and the development of harmonious rela-
tions with its stakeholders and plays a role as a responsible com-
pany wherever it operates. The Group reaffirms this objective for our
corporate regional responsibility. In particular, it involves opening up
to stakeholders, skills sponsorship activities, support for local and
disadvantaged communities, for example, through the Livelihoods
project.

People
s . Suppliers
Savoir-faire Raw Materials and Partners
Stakeholders
Teams Environment and local
integration

Governance

Teams also have access to other tools, including:

+ “Ambitions”, operational sustainable development guidelines which
provide shared language and serve as support for the actions of the
operational teams. They help each entity, depending on its activity,
toidentify the main areas in which it can take initiatives. It is naturally
consistent with the strategy’s six pillars;

+ specific technical guidelines, whether in terms of construction, sup-
plier relations, guidance on applying the ethics charter in specific
contexts, or eco-actions. This year, a reference card on eco-actions
in the logistics area joined the first three pamphlets on this subject
(offices, stores, manufacturing sites);

+ adedicated intranet site (“Harmonie Hermés”), designed to inform
employees and share best practices. It also houses all documents
useful for local teams. This year has seen the addition of the collabo-
rative “Agora” platform which enables more than 120 ambassadors
to share their daily activities.

Hermeés supports the UN’s commitment to sustainable development
and in particular the Global Compact, an agenda for action for organi-
sations focusing on ten universal principles (including: human rights,
international labour standards, environmental protection and anti-cor-
ruption). In 2015, the UN adopted this sustainable development pro-
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gramme, featuring 17 Sustainable Development Goals (SDGs). Hermeés
ambitions are aligned with these 17 goals, which are summarised in
the six parts of this report. The group’s action is therefore taken within
the scope of a broader objective, whose purpose is to make a tangible
contribution in certain areas, which are within our reach.

2.1.4 SCOPE

The information in respect of sustainable development contained in this
report covers all group subsidiaries and sites. This scope is explained
in sub-section 1.5.2 and 1.6. The Hermés Group operates 52 pro-
duction sites (41 in France), spread over 46 geographical locations,
(including 35 in France, two in Switzerland, two in the United States,
four in Australia, one in the United Kingdom and two in Italy), including
the Bobigny logistics platform. Hermés goods are available worldwide
through a network of 304 exclusive stores. The Group occupies 27,000
sq.m. of office space in Paris. In Pantin, the Group also has production
and office spaces including the Espace Jean-Louis Dumas opened in
2015 and the Cité des Métiers, which won the Equerre d’argent prize
for 2014.

2.1.5 FACILITATION OF INITIATIVES

The Group’s subsidiaries and entities initiate and monitor numerous sus-
tainable development projects each year; these are led either by their
Management Committee, or by ad hoc committees. Cross-functional
committees, led by Hermés’ head office departments, manage issues
thatare of common interest and often of a medium-term nature. For exa-
mple, the committees work on issues relating to recycling and materials
innovation, sustainable construction, logistics etc.

The Sustainable Development Department coordinates the activities
conducted by the Parisian sites and manages a schedule of internal
events in France that involves regular events that are held throughout
the year, such as conducting donation drives for clothing, toys and books,
participation in sporting events and Earth Hour, a honey harvest, social
support baskets, and so on.

In 2017, the Group strengthened its commitments in the area of local
charitable initiatives through a note circulated to the distribution subsi-
diaries abroad, which sets out the operating and financial methods that
they must follow. Actions during the year are set out in paragraph 2.7.2
as part of our relationships with our stakeholders.

All lle-de-France sites and subsidiaries organise operations with their
employees during the European Sustainable Development Week; this
is the opportunity to share more widely with employees, challenges in
this area, the Group’s strategy, its achievements and to open up to the
wider world.

In 2017, the lle-de-France sites enthusiastically participated in events
that raised employee awareness on topics such as recycling, biodiver-
sity and well-being at work. For example, around 100 employees and
their children had an opportunity to attend a private screening of the
film “LEmpereur” which was also attended by its director. A discussion
period enabled them to better understand the challenges posed by cli-
mate change. Furthermore, various educational workshops on sorting
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waste materials were organised. They focused the participants’ atten-
tion on the consequences of our daily actions. Donation drives for clo-
thing, books, and odd socks were very successful. An event relating to
food waste made it possible to raise awareness among teams on how
to take advantage of unused food generated by restaurants (fruit and
vegetables).

The distribution subsidiaries outside France have for some years now
embraced this recurring approach of the Sustainable Development
Week. For example, since 2013, Hermes of Paris, the American sub-
sidiary, has been offering a Sustainable Development Week in the
autumn, including an internal competition this year on promoting in-store
eco-actions. China, during its dedicated week highlighting sustainable
lifestyles, organised a planting initiative on the Chongming peninsula.
The Hong Kong subsidiary highlighted the recycling of materials.

Throughout the year, subsidiaries work on eco-actions and working
conditions. Hong Kong and Taiwan are measuring, for example, reduc-
tions in paper and energy consumption (offices and stores), and ton-
nages of paper recycled locally. Partnerships have been entered into with
“green” cleaning suppliers. Different actions to promote well-being in the
workplace have also been implemented: quiet spaces, stress manage-
ment, modifications to uniforms and shoes, sporting activities, dietary
awareness etc.

For their part, the métiers have introduced a number of initiatives:

Leather Goods

In2017,aquarterly sustainable development & environment committee,
chaired by HMS executive management, was implemented to manage
Roadmap activities associated with the “All artisans of our sustainable
development” strategic framework.

To strengthen this approach, cross-functional committees make it pos-
sible to manage the various issues identified in our action planin a very
operational manner.

In addition to the strong actions undertaken at all our sites to make the
best use of materials, an operational monitoring and innovation com-
mittee was bolstered, in order to implement new concrete solutions wit-
hin the House.

An Occupational Health & Safety Committee supports and guides all of
our initiatives, which have been conducted for many years, focusing on
the health and well-being of our employees.

The role of a “technical council” made up of experts within the House is
to guarantee and pass on the know-how of saddlery and leather goods
craftsmen.

Finally, in order to support our growth in a principled manner, our
construction projects for new leather goods workshops incorporate an
“environmental” and “local integration” approach from the beginning of
each project. Our “new leather goods workshop” committee ensures that
these goals are properly implemented, including during the commissio-
ning and operation of new sites.

All of these committees inform and are informed by networks in which the
leather goods workshops are key players.

Tanneries

Within the Tanneries and Precious Leathers division, the “sustai-
nable development” roadmap was developed in collaboration with the
members of the Management Committee for the 2016-2018 period. It
was presented to sitesin 2016 then rolled outlocally in 2017, with action
plans being implemented throughout the year.

Textiles

The roadmap developed in 2015 remains the foundation for initiatives
within the Textiles division. Workshops to raise awareness of sorting
issues were organised at production facilities, together with sales of
local, short supply chain food products for employees. To encourage
car-sharing and the use of electric vehicles, the number of dedicated par-
king spaces has been increased. We have a long-standing partnership
with an external company to collect textiles.

Perfumes

At Hermes Perfumes, specific information is regularly provided on envi-
ronmental issues. Following the Sustainable Development day orga-
nised in 2016, three bee hives were installed, with a partner, at the
Vaudreuil site in April 2017. On a voluntary basis, employees of the CNP
were introduced to bee-keeping throughout the year by the bee keeper
who installed and monitored the hives. The first harvest took place at the
end of July and pots of honey were distributed to all employees. The CNP
has also justacquired two electric vehicle charging stations which will be
installed at the very beginning of 2018.

In collaboration with the sustainable development department, more
than 130,000 bars of soap that were destined to be destroyed were
transformed and distributed to voluntary organisations. The packaging
was removed from the bars of soap by local ESATs * so that new ones
could be made from them and were redistributed by a partner in France.

Hermeés Maison

CATE employees participated in several organised activities as part of
Sustainable Development Week: a mobility challenge, initiation in the
prevention of TMS (Repetitive strain injury), an organic market, waste
sorting awareness raising, creating a flower meadow and, finally, a col-
lection for Restaurants du Coeur.

ACSRworking group was formedto lead the approach and discussions at
the production unit in this area; in particular, it was involved upstream in
defining sustainable development priorities for a project to refurbish the
Nontron site. In May 2017, during the Sustainable Development Week,
Beyrand employees were able to find out, through eco-action workshops,
about how to reduce energy consumption and environmental impacts. A
“Positive Energy Family” challenge was launched atthe end of the year. It
brings together volunteer craftsmen who focus on reducing their energy
consumption during the winter through the use of eco-actions.

(1) ESAT: Establishments and Services which provide Assistance Through work, medico-social establishments whose purpose is the social and professional integration of adults with

disabilities
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2.2  SAVOIR-FAIRE

The savoir-faire of our craftsmen, and more widely that of our employees
are essential for our long-term development on sustainable foundations.
Our craftsmanship model is based on passing on culture and savoir-faire
as part of a “what we received, we give back” mentoring approach.

Hermés has developed training schools internally for its major crafts-
manship métiers: leather goods, textiles, tannery, enabling this savoir-
faire to be perpetuated and handed on. We work upstream in promo-
ting the art and craftsmanship métiers to young generations, through
our local actions (open days, links with schools) or with the support of
our Fondation d’Entreprise Hermeés (for example, the Manufacto pro-
gramme). Allowing young people to discover and become involved in a
manual métier is essential; these are often misunderstood and yet offer
future prospects. We contribute to maintaining, or even developing
craftsmanship and manufacturing savoir-faire, in a context where this
savoir-faire is being lost (and not only that of craftsmen in the arts area).
For example, we have one of the largest textile divisions in France in the
Rhdne-Alpes region (800 people); the division is the home of many forms
of weaving and silk printing savoir-faire that we are seeking to maintain.

Our ambition is to ensure that this often exclusive savoir-faire is preser-
ved, enriched and passed on in a period of growth for our métiers and
our workforce.

The priority is to strengthen and develop individual expertise, increase
versatility, establish knowledge sharing withinteams and ensure that itis
passed on from generation to generation, and preserve our talents. The
excellence and range of all this savoir-faire is expressed not only through
the quality of the objects but also through our ability to craft themin a
way that respects the craftsmen (for example see section 2.3.5 Work
environment) and the environment.

The Group is honoured to have 12 EPVs amongst its ranks: the following
Group companies were certified “Entreprises du Patrimoine Vivant”
in 2017: Hermés Sellier, Holding Textile Hermés, the Etablissements
Marcel Gandit, Ateliers A.S., Siegl, the Ateliers de Tissage de Bussiéres
etde Challes, Beyrand, Cristalleries de Saint-Louis, Puiforcat, John Lobb
and Les Tanneries du Puy.

221 TRAINING

The Group’s University, schools and academies continued to offer an
increasing number of training options.

In 2017, Hermeés Group devoted 240,000 hours to training, including
123,000 in France. The 12.5% increase in France compared with 2016,
is explained by the major investment in leadership development and in
training on products and on regulatory constraints (ethics and anti-cor-
ruption). This number does not reflect the entire training effort, since it
does not include “on-the-job” training directly at the workspace.
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Hermés is continuing to develop its growth model based on a culture of
continuous progress. In particular, this involves supporting employee
development in order both to support excellence and efficiency in terms
of savoir-faire and operations, and protecting their employability, ensu-
ring a solid understanding of the Company’s culture and bringing to life a
consistent managerial culture that is a source of value.

2211 Université Ex-Libris

In2017,the Group’s Ex-Libris University trained more than 1,000 people
through its 20 personalised training programmes. These programmes
concentrate on two essential issues: sharing culture and developing
leadership.

600 people attended in-house training programmes in Paris, highlighting
Hermes culture and the richness of its expressions.

This university offers a range of diverse training options, which are
adjusted and regularly updated. It offers a set of sequential programmes
tailored to several management and maturity levels:

¢ residential seminars which give managers a unique settingin which to
share experiences, and acquire expertise and practical tools. These
seminars also provide inspiration and an opportunity to build rela-
tionships with managers of other Hermés métiers and operations;

¢ co-development strategies to support local managers and
Management Committee members over time.

In 2017, the focus was placed on developing employee leadership. The
Hermés management culture has been even more precisely defined
through four key competencies: making people more accountable and
supporting their growth, encouraging continuous progress, uniting and
managing. Through this shared framework, Hermes’ ambition is to make
its managers even more involved in promoting collective efficiency and
the personal growth of employees. Training programmes for managers
at different levels, Executive Vice-Presidents, Management Committee
members and local managers were delivered to 120 individualsin 2017.

A new programme, “Alterego”, was delivered to 168 managers in 2017,
with the objective of familiarising them with diversity management
through four themes: disability, religious beliefs, gender and intergene-
rations. The roll-out of this programme will be completed for all managers
inFrance in 2019. Through this wide-ranging initiative, Hermeés’ intention
is that people be made aware of differences and the reality of diversity,
thatthey are aware of the challenges and problems of managing diversity
in a balanced way and that they are provided with the keys for unders-
tanding and taking action on all aspects of this complex subject. This
forms part of our preparations for the implementation of our Disability
Agreement in 2018.
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The “Sales & Service Leader” programme has been deployed in nearly
all regions and has allowed 220 store managers to improve their mana-
gerial skills through two, two-day modules: People Developer and Team
Manager. A bespoke programme which takes into account the reality
of a multi-dimensional role involving encouraging and enthusiastically
leading our store ambassadors.

Inthe area of sharing corporate culture, 600 employees took part in pro-
grammes aimed at improving their understanding of our identity, history
and corporate project in the form of three-day or seven-day sessions pro-
vided in Pantin at the Espace Jean-Louis Dumas. The objectives of these
sessions are to anchor a sense of belonging to Hermes and to reflect it
in one’s daily actions, and to disseminate our culture. They create an
internal network of “cultural torchbearers”, which is growing every year
and is a means of disseminating the characteristics of craftsmanship
and specific processes which are so dear to Hermeés.

Lastly, more than 80 employees attended a project management training
programme. This supports the change from a vertical managerial culture
to culture that is more horizontal and cross-functional. In particular, it
emphasises support during periods of change.

The French HR community - 120 participants - was invited to a day
aimed at disseminating new digital techniques on issues as varied as
Facebook, LinkedIn, Pim (the management of catalogues produced for
e-commerce), Hello (the functionalities of Outlook), Omnicanal, Big Data,
the Cloud, virtual reality, HerméSpheére (the future digital internal work-
place), Jobijoba (ajob board), Chatbots, digital performance, Instagram,
collaborative tools, Google, and an application for managing queues in
the 24 Faubourg store. It was a very enjoyable day of learning, opening
up fascinating areas which developed everyone’s appreciation of digi-
tal issues, dispelled preconceptions and convinced the HR function
stakeholders that digital has become an essential and flexible tool to
improve the customer experience and that of employees.

2212 The Leather School

Every year Hermeés recruits craftsmen, few of whom have received initial
training in leather goods. Its responsibility is to train them in their new
métiers.

In2017, 1,140 people were trained as part of 12 programmes delivered
by the Leather School as part of the continuous training of craftsmen in
Hermés’ Leather Goods & Saddlery division.

The Leather School pursues an active policy of training leading to a cer-
tified qualification and this aimed both at employees in post and new
arrivals in order to recognise the value of their expertise and to maintain
their employability.

In addition, as initial training, the Leather School’s activities have sup-
ported the awarding of 157 CAP vocational qualifications in leather
working, 79 people received the saddler and leather worker Selliers
Maroquiniers d’Art diploma, 4 people the Métiers d’Art du Cuir & de
la Maroquinerie diplomas/craft-specific training, 8 people received
professional cutting qualifications, and as part of the assessment of
vocational experience (VAE), 24 people received CAP vocational qua-
lifications in leather-working, 12 received Certificates of professional
experience in cutting, 1 received the technical diploma in leather goods,
and 4 received Certificates of vocational qualifications in prototype
construction. As a result, more than 280 certified qualifications were
obtained by our employees this year.
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There has been a high level of support for trainers and tutors - around
85individuals - throughfacilitationandtraininginitiatives for the network
of 10 training managers, 12 cutting trainers and 26 leather-working and
mechanics trainers (almost 50 full-time trainers) and 37 tutors. They
are key stakeholders in the growth of the Leather Goods division where
the transmission of knowledge is an essential driving force. Trainers and
tutorsreceived supportinthe form of meetings at which they shared their
experience and received regular training in areas such as communica-
tions, personal development and education.

New partnerships were established with the Jean Monnet vocational
School in Juvisy sur Orge and the Turquetil vocational School in Paris.
Three new dedicated classes were set up within partner establishments
through the secondment of trainers from the Pantin workshops.

Finally, identification and individualised follow-up enabled 39 craftsmen
to take partin Hermeés events worldwide in 2017.

2213 The School of Tanners

The School of Tanners and its entertaining discovery methods and the
Tanneur Mégissiervocational qualifications have also been further deve-
loped in 2017 for tannery craftsmen.

2017 also saw the ramping up of the transmission of savoir-faire module
foralmostall executives and supervisors atall of the French tanneries. As
part of a shared networking approach between the different tanneries,
participants were made aware of the methods of both individual and
collective transmission, making their workshops into a place of learning
and continuous improvement. Individual support was provided after one,
three and six months to each of 35 participants in order to support and
monitor them in the introduction of practices in tannery.

As part of the recruitment policy, the “Jeunes Tanneurs Programme”
is being continued for the sixth year. Chemical engineering students
in their final year are recruited to spend four times six months at four
different tanneries (in two different countries) learning about four diffe-
rent métiers. This pathway boosts managerial maturity and technical
expertise.

In the tanneries in Cuneo, Annonay and Puy en Velay, a generation of
young talented individuals increased their responsibilities this year. To
supportthese high technical potential employees, training in local mana-
gement has been designed and implemented specifically for them.

Much thought has been given in 2017 to the positioning and approach
of support functions for tannery production. In the area of safety, a trai-
ning module on operational safety has been rolled out to craftsmen and
managers. This approach to managing safety, associated posture and a
positive vision of the issue, has also been shared as part of an inter-tan-
nery seminar which concluded with a local action plan involving each
site during 2018.



Managing production flows has also been the subject of particular atten-
tion and of a seminar on the exotic hides sector. The role of supply chain
professionals in tanneries has been clarified in coordination with pro-
duction departments.

2214 The School of Textiles

The skills involved in the major stages of the Textiles sector have
been standardised in order to draw up the basic principles of Textile
Craftsmanship. This is a framework of shared benchmarks giving
everyone shared points of reference and assuring a high quality of
knowledge transfer.

The 2016-2018 action plan has been continued with the objective of
securing textile expertise. The various training programmes of the School
of Textiles were deployed at a constant pace in 2017, benefiting more
than 250 employees in the sector as a result.

“The silk scarf - an iconic product”:

a programme intended to introduce iconic products from the Textiles
sector in order to pass on HTH’s creative heritage was followed by 37
participants over 4 sessions.

“The hand of the product”:
a programme to familiarise people with the touch and feel of a product
was followed by 18 participants over 2 sessions.

“Résonances”:

a programme to provide an artistic and cultural outlet linked to design,
colouration and product development in order to encourage inspiration
and creativity in the teams in question. It is for employees in the coloura-
tion, development, heritage and innovation departments who took part
in two events in 2017: a visit to the Arles festival and a visit to Ensatt,
involving 53 participants.

The HTH divisionjoined the CIME (Cercle de I'lnnovation en Management
des Expertises-circle of innovative management of skills) in order to take
part in shared discussions about the Textiles sector and to encourage
innovative approaches.

Senior employees continue to transfer their skills to junior employees on
an organised basis prior to their retirement.

The recruitment of up-and-coming printers in training has resumed
in order to ensure that craftsmen who will retire in the near future are
replaced.

The continuing in-sourcing of the couturier métier acts to reinforce tai-
loring savoir-faire.

In addition to the School of Textiles, the sector continued a major initia-
tive aimed at transforming managerial culture through the Management
in Practice programme. 117 people took part in one of 16 half-day
workshops.

2215 Hermés Maison

At the CATE, the professionalisation plan was finalised with an external
training course for employees in difficulty, internal mentoring and a col-
lective event on mastering savoir-faire. Six employees who are experts
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in decorating porcelain benefited from a ceramics decoration vocational
qualification programme. This certified vocational qualification allows
them to improve their expertise and makes them aware of their res-
ponsibilities, while developing their versatility and making full use of the
experience they have acquired during their careers. The training course
takes place in two stages: a training programme of 90 hours delivered
by the AFPI (French association for professional training in industry) and
an internal training programme of 200 hours.

At Beyrand, a continuity plan has been put in place to bring forward the
transfer of printing-specific savoir-faire. Afirst printer on a vocational trai-
ning contract was able to join this programme in 2017. The development
of individual expertise also takes place through a multi-competence plan
developed within all of the site’s departments in order to provide flexibi-
lity to the organisation. It has enabled increased agility in order to serve
two differently paced métiers: Porcelain and Enamel through versatility.

Puiforcat has continued to implement its continuity plan in response to
the challenge of transferring polishing/brightening savoir-faire through
the mentoring of young people by older employees.

“Live my life” experiences have enabled craftsmen to learn about ano-
ther skill in order to gain a better understanding of the production chain.

To improve versatility, individual training initiatives targeting the acquisi-
tion of new skills (for example, a carver trained in engraving) have been
offered to craftsmen. Inaddition, technical training targeting the acquisi-
tion of new areas of savoir-faire (new technologies) that are complemen-
tary to our traditional manual skills have been introduced. At the end of
the year, candidate selection sessions enabled positions to be offered
to two young craftsmen (a silversmith and a polisher), following people
leaving both posts (internal and external mobility). Versatile craftsmen
are also in demand. As a result, one of our carvers took partin an engra-
ving training course at the Ecole Boule.

Puiforcat is continuing its training programme for young recruits.

2.2.1.6 Cristallerie Saint-Louis

12 employees from the production unit had their professional skills reco-
gnised with certificates of inter-branch vocational qualifications (eight
for operating industrial equipment and four for team leadership).

Cristallerie Saint-Louis undertook more than 10,000 hours of internal
training for almost 50 employees thereby supporting their employability
and versatility.

Inaddition, in orderto improve the transfer of savoir-faire, the role of Cold
Glass Skills Manager was created.

As in 20186, in order to involve employees in the Saint-Louis’ creative
offering and to improve their savoir-faire through technical pieces, 31
craftsmen in six teams were encouraged to propose and carry out pro-
jects as part of an internal competition highlighting exceptional pieces,
diamond cutting and perfume bottles.
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2217 Hermeés Perfumes

All managers - 80 employees in other words - took part in a self-awar-
eness session using the Process Com tool. Similarly, all managers
received internal training from the Human Resources team in assessing
and managing the performance of their employees.

2.2.1.8 The distribution network

As regards quality, sales and service, over 1,430 sales associates fol-
lowed the “Sales & Service Ambassador” training programme over a total
of 155 sessions. Designed centrally and delivered locally by in-house
or external trainers, this training covers six themes, from the moment a
customer enters the shop to when they leave. 12 sales associates from
all over the world gathered in Paris to celebrate and highlight the excel-
lence of in-store service with the “Hermeés One of a Kind” programme.
These 12 sales associates have been acknowledged by their peers,
managers or customers as having demonstrated exemplary attitude,
narrative talent, or provided excellent service to their customers and/or
their colleagues. The twice-yearly seasonal training session, “Train the
Trainer”, takes place each season in Paris and is attended by around
20 international trainers who will then deliver the key messages of the
collection to the markets across product lines, as well as boosting the
sales of each division. A half-day “Ethics and anti-corruption” module
allows skills to be improved in order to protect the Hermés brand and
improve customer relationships. Security issues are discussed in order
to inform and alert retail teams about the consequences of non-ethical
behaviour and to train them in the correct way of reacting. As a result,
in 2017, over 1,700 persons gained awareness of these notions whose
goal is to ensure honest conduct.

2.2.2 SHARING

2221 New employees

As part of the “Attelage” programme, all new recruits are allocated to a
male or female sponsor who plays this role for the first three to six months
in order to help them take their first steps at Hermés, to understand the
Company and to find their bearings so as to integrate successfully.

The “Mosaique” integration programme provides three days of training
for new employees in France and, more widely, in Europe. In 2017, 330
employees were able to discover Hermés in all its forms, its history,
vision, human values, the uniqueness of objects, savoir-faire, communi-
cation, service culture; all of the themes that reflect the corporate model
and offer a hospitable welcome to the House.

“H Immersion” is an orientation programme, over a two to three-day
period, for every new sales associate in every Hermes region. In 2017,
this module, which is adapted and implemented on a local basis bene-
fited 1,009 retail employees over 137 sessions. It provides the tools
for welcoming customers with ease and for proudly wearing Hermés’
colours.
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In Greater China, Hermeés has held the 50th “H Tree” session, the four-
day regional integration programme covering culture, values, crafts-
manship and products which took place at the Shanghai store so as to
guarantee a genuine Hermes experience. Since 2011, more than 1,000
Hermeés Greater China employees have taken part in the H Tree pro-
gramme, including 62 people in 2017 and 5 sessions.

In the Textiles division, the “Au fil d’HTH” programme was deployed over
four sessions with 54 participants to let them learn about the diversity
of textiles métiers, its players and production locations. A third version
of HTH Artes, an assimilation and textiles training programme, was held
for newly recruited executives.

Within Hermeés Of Paris, 82 new head office and store employees fol-
lowed the “Inside the Orange Box” programme.

At Hermeés Perfumes, two “Premiers pas Hermés parfumeur” integra-
tion sessions enabled new employees to acclimatise to the subsidiary’s
strategy and activities.

2222 Tandem

Since 2008, Hermés has continuedto offerits craftsmenand sales asso-
ciates an original cultural and operating exchange experience through
a one-week immersion in the craftsman’s’ workshop, followed by one
week in the sales associate’s store. The Tandem programme’s purpose
is to bring together two worlds connected by their shared purpose, which
involves serving and satisfying our customers with beautiful objects and
high quality service. This could involve a trip in France or abroad to one
of our 50 production units, or to one of our 300 stores. 56 people have
benefited from this programme - through 28 Tandem experiences - and
they have gained an expanded view of the other person’s sector and
valuable personal development. Each of the participants discovers an
awareness and recognition of their savoir-faire and participates in dis-
seminating the culture of craftsmanship within the Company. Since the
launch of this programme, there have been over 420 weeks of exchanges
conducted throughout the world.

2223 Parcours d’Adresse

Since 2011, the year celebrating “Hermés contemporary craftsman
since 1837”, “Parcours d’Adresse” have been held to enable the disco-
very of a complete business division from its raw materials to the com-
pletion of the finished product and its quality control. Seven different
themed programmes have been designed within the leather goods,
watches, perfumes, crystal, porcelain and ready-to-wear métiers. For a
one-week period, 10 craftsmen, randomly drawnfromamongvolunteers,
are invited to learn about the different production stages of a particular
division's product, while experiencing its technique for a few days through
a technical initiation. A period of discovery strongly enhanced by dis-
cussions between craftsmen with the same frame of mind, namely a
passion for their métier which is the sum of their specific knowledge,
in order to seek the same level of excellence in their craftsmanship. In
2017, 90 craftsmen took part in one of the “Parcours d’Adresse”. These
are organised with care and hospitality by the host production sites and
contribute to the dissemination of Hermes’ culture.



2.2.3 RECRUITING AND SUPPORTING

The hermesemployeur.com website has been attracting numerous can-
didates since 2014, applying speculatively or in response to job offers.

In 2017, 69,240 candidates applied on our site and we recorded more
than million visits. More than 2,000 offers (permanent and fixed-term
contracts, work placement, block release) were published in 2017,
representing an average of 168 each month. More than 730,000 new
users consulted the Hermées employer website, with France being by far
the country with the greatest numbers of visitors to the site.

Internal mobility is one of the Group’s strong points. Itis mainly promoted
through the My Way internal platform, which displays all job vacancies,
and through the coordinated work of the human resources department
members who attend monthly Internal Mobility Committee meetings.
The objective is to retain our talented people and offer varied careers
enabling them to develop rounded skill sets, particularly in terms of
managing teams. In 2017, 528 vacancies were advertised on this plat-
form and 38 vacancies were filled internally. Hermés attaches great
importance to exploiting the full potential of this internal development
lever for its male and female staff, through annual interviews, career-re-
lated interviews and a follow-up on the biennial talent review that took
place in 2016.

Within the Leather Goods division, around 70% of non-artisan positions
(and over half of executives) were filled internally.

In 2017, HMS continued its growth by relying as much as possible on
internal mobility, in keeping with the House’s employee development
policy.

Finally,in 2017, 17 saddlery and leather/saddlery artisans participated
in Hermes events throughout the world (HHLM, store openings, demons-
trations, short leather workshops, and so on).

In a context of a high level of employee loyalty, the Textiles sector has
introduced a Mobility Committee process by including Site Management
Committees and managers and is closely monitored by the Human
Resources community.

Hermés Perfumes hastakentheinitiative of introducing a half-day, collec-
tive recruitment session for interns with the goal of improving knowledge
of the company, enabling managers to be involved in the assessment
and to describe the heartbeat of Hermes Perfumes’ activity. From a
large number of applications received, 39 people were preselected and
9 were taken on. This initiative which was popular with young students
will be repeated in 2018.

An active internal mobility policy within Hermés Perfumes produced
23 internal transfers, 3 internal transfers from the Group to Hermeés
Perfumes and four internal transfers from Hermés Perfumes to the
Group involving more than 350 employees.
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AtHermes of Paris, our US subsidiary, there were 41 internal promotions.
37% of managerial positions were filled through internal promotions.

With respect to geographic mobility, 94 employees changed location,
region or country, including 68 artisans and 26 executives and tech-
nicians. Among the 68 artisans, 12 moved abroad and 10 returned to
their native country.

Interms of 2017 recruitment, apart from artisans, 103 permanent posi-
tions were filled, including 66 through internal mobility (64%) and 37 by
way of external recruitment (36%). 10 of these 37 recruitments resulted
from transfers from fixed-term contract to permanent contracts.

In addition, 10 employees from the provinces, mostly artisans, were
assigned to positions at the Pantin site, within the studio, the Design
Office and the Technical Services Department..

In 2017, constant work on LinkedIn resulted in the House being ranked
5" “top attractor” on the network. This ranking illustrates the relevance
and impact of the House’s presence on LinkedIn. The LinkedIn page has
been translated into eight languages, has over 186,000 followers and
6,000 visits per month. Asthe main source of recruitment for some subsi-
diaries, itis a publication network, but also a way of identifying members
who could be of interest to various human resources departments.

224 CONTRIBUTION TO THE UN’S
SUSTAINABLE DEVELOPMENT GOALS

(SDGs)

The Group’s accomplishments in relation to “know-how” are in line with
the following SDGs. (The numbers refer to the United Nation’s official
typology):

No. 4: Quality Education:

¢ 4.3:“Equalaccess for women and men to quality vocational training”.

Access to professional training for women and men within the House
isencouraged by the internal Ex-Libris university and internal schools,
as well as by more specialised external training.

+ 4.4: “Increase the number of youths and adults who have relevant
skills, including technical and vocational skills, for employment”.

Know-how is maintained through training plans that focus on
employees’ entire career paths, and are supported by more spe-
cialised activities. Employees participate in both external contests
(Meilleurs Ouvriers de France (Best Workers in France)), and internal
challenges, in orderto achieve qualifications, so asto sustain existing
know-how and revive any knowledge that is declining. Hermés also
provides support to schools through the apprenticeship tax, and by
offering apprenticeships.

¢ 4.7:“Education to promote sustainable development”.

Raising employees’ awareness of sustainability takes place
throughout the year, through the efforts of the Sustainable
Development Department (see 2.1.2), and locally by the sustai-
nability ambassadors’ network (EHS, Sustainable Development
Committees, local committees).
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No. 11: Sustainable cities and communities:
+ 11.4“Strengthen efforts to protect and safeguard the world’s cultural
and natural heritage”

Hermeés is a house of creation, that collaborates with many artists,
thereby promoting the development of our creative heritage. Each col-
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lection involves the Artistic Director and the House’s métiers, resul-
ting in a profusion of creativity. These actions are also recognised
by the Entreprise du Patrimoine Vivant (Living heritage enterprise),
which contribute to the Group’s efforts to protect and maintain artisa-
nal know-how. Moreover, the Fondation d’Entreprise is committed to
supporting live performances and contemporary photography.



2.3 PEOPLE

Since 1837, Hermes has based its long-term project on the quality of
the men and women who joined the company, often for the long haul.
Participating in the collective adventure, they make a successful contri-
bution to Hermes’ activities through their sense of belonging, their com-
mitment and the ability they are given to develop every day thanks to the
diversity of their responsibilities and the quality of management.

With almost 13,500 employees worldwide, of whom 62% are in France,
Hermés is continuing to develop its creative, craftsmanship and sales
projects around diverse teams, with almost half in the French Production
sector. With a presence in more than 30 countries and a majority of
women employees (67 %), Hermeés provides close support to its mana-
gers so that they develop, on a daily basis, a responsible management
style, which is capable of embodying the Group’s values and culture
and a dynamic vision of continuous renewal. Social success is as impor-
tant as economic success. Exercising this enlightened leadership is not
a matter for improvisation: management is a demanding job, which is
learned and cultivated over a whole lifetime, through confrontation, expe-
rimentation, by forging links with other managers and through the training
provided by the Company.

Communicating our corporate culture at all career stages, combined
with a raft of development and leadership initiatives help to increase
employee commitment and pride at contributing to the Group’s growth.
They are the catalyst for our labour relations. They contribute to the suc-
cess of our initiatives in the area of diversity and how we take disability
into account.

In this context, scrupulous attention is paid to employees’ health and
safety, with an uncompromising and pragmatic approach, site by site
and sector by sector.

Conditions foremployee developmentand fulfilment are achieved thanks
tothe attention paid to a positive environment whichinvolves, for all work-
places, investments made in acquiring expert knowledge and reinforcing
skills. The professional context within the Company allows every person
to find their place, make a commitment, fulfil themselves and grow in
accordance with their responsibilities and roles. We are convinced that
our customers are only happy when our employees are happy.

Numerous internal communication initiatives enable the corporate pro-
ject and Group’s values to be shared and this attitude, which is so cha-
racteristic of the House, to be nurtured.

CORPORATE SOCIAL RESPONSIBILITY
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2.3.1 FIGURES
2311 Workforce
GROUP WORKFORCE

The workforce within the Hermés Group includes active permanent staff
members and people on fixed-term contracts of more than nine months,
including apprenticeship contracts. The permanent active staff repre-
sents 95% of the Group workforce. Increasing by roughly 81% over the
last ten years, the Group workforce was equal to 13,483 people as at
31 December 2017.

10118 | \

9,081 |
1 455 8% 8,(‘)57 8,3‘66 | |

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
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WORKFORCE BY GEOGRAPHICAL AREA

Employee numbers have increased in all regions, to support the Group’s
development.

Americas

Japan
6% / 7%

i i i Asia-Pacific
This growth is most stable in France. o 150,
Europe
(excl. France)
10%

France -

62%

Distribution of
Geographical area 2016 2017 % growth additional jobs
Americas 871 938 8% 10%
Asia-Pacific 1,980 2,041 3% 9%
Europe (excl. France) 1,351 1,421 5% 11%
France 7,881 8,319 6% 68%
Japan 751 764 2% 2%
GRAND TOTAL 12,834 13,483 5% 100%

WORKFORCE BY DIVISION

The Group has retained balanced growth by maintaining a stable
breakdown by segment.

The Production sector has 92% of its employees in France.

Sales

38% \

Production

46%

Support I |
16%
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Sales staff include:

+ all people in direct contact with customers in stores, such as sales
associates, cashiers, hostesses, store security staff, etc.;

+ specialised networks (perfumes, watches, etc.), and all individuals
who work with intermediaries, sales representatives, export mana-
gers, etc.;

+ allpeopleindirect contact with finished goods and in indirect contact
with clients, that is, employees who work in distribution but who are
not directly engaged in selling.

Production staff include:

+ all stakeholders taking part in the physical production of finished
goods;

+ all people in indirect contact with finished goods, that is, employees
who work in production without taking part in the actual process of
physical production.

Support staff include:

+ all people who use a specific skill or savoir-faire in design or other
creative fields;

+ all people who are members of departments such as Group mana-
gement, finance, human resources, administration, legal, IT, press,
public relations, etc.



2.3.1.2 Demographic data

WORKFORCE BY AGE

The distribution of the Group’s workforce by age remained stable. The
average employee age is 40.

60 and over - 3%

55 to 60 years of age _ 6%
50 to 55 years of age _ 10%
45 to 50 years of age _ 13%
40 to 45 years of age _ 14%
35 to 40 years of age _ 17%
25 to 30 years of age _ 14%

25 and under _ 5%

BREAKDOWN BY GENDER

The Group is largely made up of women (67 %, a figure comparable with
that in 2016), who are represented at all hierarchical levels and in all
business activities. The Group’s policy is to guarantee total non-discrimi-
nation in the treatment of its employees.

Men

33% \

Women
67%

SENIORITY PYRAMID

Average seniority is nine years and 44% of the Group’s total employees
have been with the Group for less than five years, resulting from fast
growth in recent years. The Group encourages the development of skills
and long careers. More than one third of the staff has been with the
Group for more than ten years.

over 20 years

11%

1510 20 years 9%

10to 15 years 15%

5to 10 years 21%

3to5years 15%

1to 3years 18%

1 year and less 11%
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23.13 Employment

The last ten years have not required any restructuring efforts for econo-
mic reasons that had any consequences with regard to jobs. During deve-
lopment operations (site construction), any transfers were on a voluntary
basis. In France, individual lay-offs involved 72 people in 2017 (94 in
2016).

As part of its strategy to preserve and develop its supply sources, the
Group opened a new leather goods workshopin'Allan, in Franche Comté,
in2017.

The new Iguatemi in Sao Paulo and Sydney Airport stores and the
Copenhagen branch contributedtothe increase inthe workforce in 2017.

Jobs created within the Group

The Group created 649 jobs in 2017. As has been mentioned, the
Production division saw the most growth (with the creation of 332 addi-
tionaljobs) in orderto increase production capacity and to protect savoir-
faire and sources of supply, closely followed by the Sales sector (with 265
additional jobs created).

Employment creation was significant in existing production units, parti-
cularly in the South-West, Savoie Dauphiné and Franche Comté French
areas.

BREAKDOWN OF JOBS CREATION BY SECTOR

Sales
41%
Production
51%
Support %
8%
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2314 Compensation
Compensation

In millions of euros

2015 2016 2017

Total payroll

579 609 639

The Group’s payroll was €639 million in 2017 versus €609 million in
2016, towhichone mustalsoadd €208 million of social security charges.
In France, payroll includes distribution of €70.7 million in incentive sche-
mes and profit-sharing, and €3.3 million in employee support activities,
compared with €68.8 million and €2.7 million in 2016 respectively.

The rise in payroll costs (excluding exchange rate impact) reflects
increases in both workforce and salaries in all geographical areas.

Hermés is committed to rewarding employee performance at the collec-
tive and individual levels, and the increase in variable compensation at
both levels reflects this commitment.

Compensation mainly reflects skills, levels of responsibility and local
conditions.

23.15 Employee support activities (France)

Every year, the Group provides its subsidiaries with budgetary guide-
lines for salary growth that take into account inflation and local markets.
Particular vigilance is required concerning gender equality and the mar-
ket difference (internal and external). Additional budgets may be granted
if adjustments are necessary. The compensation paid to Corporate
Officersisshown on pages 155-163 of this document. Hermes, the great
majority of whose employees work in OECD countries, strictly applies
working time and minimum wage regulations in compliance with UN
conventions and seeks to exceed such regulations wherever possible.

The total amount paid to Works councils for employee support activities rose by 22% in 2017.

In millions of euros

2015 2016 2017

Employee support activities

2.3 2.7 a3

2.3.1.6 Incentive schemes and profit-sharing (France)

Since 2012, a special participation agreement with all of the represen-
tative unions, has enabled all employees of the companies in France
to be associated with the profits of the Group in a harmonised manner.

Incentive agreements are also in place at each company. These agree-
ments have a duration of three years and aim to involve employees with

the development of locally-determined indicators that are relevant with
regard to the activity and environment of each of these entities, notably
quality, safety and productivity.

Employees of foreign entities (38% of all Group employees in 2017) also
benefit from a range of regular additional compensation initiativesin line
with performance and local customs.

In millions of euros Incentive schemes Profit-sharing Total
2015 25.9 40.2 66.1
2016 26.9 41.9 68.8
2017 26.11 44.6 70.7

(1) Including the ratification of new agreements.

23.1.7 Involving all employees in the Group’s long-

term growth

Faithful to its family tradition and wanting to involve all employees world-
wideinthe Group’s growth, Hermeés has historically implemented several
employee shareholding plans, notably free share plans in 2007, 2010,
2012 and 2016.
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All of these plans send a single message to eligible employees worldwide
and their objective is three-fold:

+ toshow the confidence of the House in the long-term commitment of
its employees and unite them around the Group strategy;

+ to acknowledge the contribution made by employees at all levels to
the development of the House, by providing a single compensation
component to share the benefits of our growth, enabling employees
to identify more closely with the long-term Hermes growth decisions;

+ toconsolidate the strong links between the employees and the House
at every opportunity.



The total rights granted under this free shares plan represented 2.1% of
the share capital of Hermeés International.

Consequently, the last free share allocation plans (introduced in 2016)
were allocated to over 11,300 Group employees worldwide and involved
atotal of 806,060 shares. To promote employee loyalty over the medium
and long term, and to boost collective performance, these plans are
subject to a vesting period of at least four years, attendance conditions
and, for some shares, performance conditions.

The Group’s ambition is to continue to involve its employees worldwide
in its corporate project by increasing the level of employee shareholding.

2.3.2 ORGANISATION OF WORKING TIME

Each entity manages its working time in compliance with the regulations
in force and on the basis of the particularities of its own activity, in an
effort to balance private/professional life, in particular implementing
variable working times for French entities. Nearly all employees are
full-time.

FULL TIME - PART TIME (WORLD)

Part-time
5%

Full-time
95%
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Absenteeism (France)

In France, the absenteeism rate is 4.1%. It has increased slightly com-
pared to last year. Absenteeism is calculated using the accumulated
hours of absence over a period less than or equal to 90 consecutive days
for the following reasons: illness and occupational iliness; absence as a
result of a workplace accident or an accident on the way to or from work;
and unjustified or unauthorised absences. Changes in absenteeism
are systematically monitored and analysed by each entity, in order to
identify causes and propose action plans. Return-to-work interviews are
one of the tools that HR departments use for improvement. This type of
measure helps to encourage dialogue, leading to better understanding
of the causes of the absence while respecting medical confidentiality.
Managers are also trained in managing returns to work based on the
type of absence, which is a key element for limiting their frequency.
Moreover, this monitoring system hasled certain companies to only esta-
blish short- and medium-term objectives with regard to absenteeism.
These objectives are accompanied by initiatives focusing on an improve-
ment of working conditions, development of versatility or manager trai-
ning regarding the management of absenteeism. As such, the adopted
measures include communication, awareness-raising and prevention
actions (vaccinations, presence of a physician on the sites, etc.), butalso
verifications in order to increase the accountability of the employees and
managers. Also, based on the demographics of certain sites, specific
actions have been implemented in order to support maternity under the
best possible conditions. For example, these specific action plans may
involve adapting the workstation, or implementing prevention measures
intended to allow pregnant women to remain at work, if they so desire,
until the start of their maternity leave.
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2.3.3 LABOUR RELATIONS
2.3.3.1 Social dialogue

Within the Group, social dialogue is a priority and is organised in each
country according to local laws and regulations. In France, Hermeés
ensures that these obligations are adhered to. Social dialogue is orga-
nised by the Company in order to comply with local particularities and to
ensurethatthe discussionswillaccount forthe realities of each situation.

A Group committee meets once a year to discuss and debate the apprai-
sal of the elapsed year and the prospects for coming years. Furthermore,
a Social Dialogue Monitoring Committee (France) was set up in 2008
pursuant to the agreement on social dialogue and to assert union rights
within the companies of the Hermés Group, which was signed in 2008
by all of the representative trade unions.

In France, more than 57 agreements and amendments (on both Group
and Company levels) were signed in 2017, including a Group disability
agreement. Throughout the year, agreements were signed on Sunday
working, social dialogue, incentive schemes, health insurance, the
generation contract and workplace gender equality. These agreements
demonstrate that employee representatives and the departments
concerned are fully involved in constructive and respectful social
dialogue.

Internationally, the labour relations of the distribution operations are
supervised by the Human Resources Directors for each area (or country,
depending on the size of the local markets), who ensure compliance with
local regulations and application of the Group’s ethics charter.

2.3.3.2 Social responsibility

Hermeés has laid out its social responsibility ambition and policy in a
note entitled “Hermés - a responsible employer”, which was approved
by Group Management.

Through its social responsibility commitments, Hermés implements
strategies to develop its employees while boosting its economic perfor-
mance. Attaining these two inseparable and complementary objectives
involves a range of initiatives to promote responsible integration and
responsible management.

2017 REGISTRATION DOCUMENT HERMES INTERNATIONAL

Responsible integration is the result of a conviction and desire. The
conviction that talent diversity is a source of richness, creativity and
innovation for Hermés. Therefore, Hermeés is convinced of the crucial
need to constantly strive towards this diversity of talents and to integrate
this talent. To this end, in 2017, the Group finalised and launched a
diversity management and anti-discrimination training programme for
local managers which will be delivered internally.

Hermeés is also affirming its dedication to helping vulnerable people,
particularly the unemployed, by implementing social inclusion initiatives.
With this in mind, in 2017 Hermeés developed and implemented a social
responsibility clause in its calls for tenders for general services, leading
to the first co-contracting agreements with the socially supported and
sheltered sector.

The aim of responsible management isto enable each employee to deve-
lop and realise their full potential in a positive, inclusive setting. This
involves:

¢ increasing efforts in terms of health and safety at work;

+ making employees aware of their responsibilities and supporting
them in their work;

+ improving well-being at work and enabling employees to have a better
work-life balance;

+ giving a different meaning to commitment by encouraging those who
wish to become involved in community projects.

2.3.3.3 Equal opportunity

The Group is committed to the principles of recognition and respect,
irrespective of one’s origin, gender, family situation or profession. This
respect for differences is presented to the employees in the ethics char-
ter that serves as the guarantor