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PROFITABLE GROWTH IN A CHALLENGING ENVIRONMENT 
Management Report 

 
 With sales growing by 4.3 percent to CHF 5.9 billion, the Hilti Group posted an operating 

result of CHF 783 million in 2019 (+7.4%). This increase came in a challenging economic 
and currency environment and despite ongoing investments in the implementation of the 
corporate strategy as well as in new initiatives to strengthen the company’s future 
viability. 

  

 Hilti produced solid sales growth in 2019 despite the noticeable economic slowdown. The North 
America and Europe business regions grew, in local currencies, by 7.3 and 6.9 percent, 
respectively. The above-average growth rates in Central and Western Europe were particularly 
gratifying. Similar to the previous year, Latin America posted an increase of 8.5 percent, driven 
by the further recovery of the Brazilian market. The performance in the Eastern Europe / Middle 
East / Africa region was mixed (+3.7%). While the Middle East was affected by political tensions, 
Eastern Europe saw double-digit growth. In the Asia/Pacific region, growth slowed to 4.3 
percent and was therefore below expectations. Overall, Hilti posted almost triple the average 
growth in the global construction market and gained further market share. A weaker euro and 
the ongoing decline in value of a number of currencies around the world had a negative impact 
on sales in Swiss francs totaling 2 percentage points. 
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Hilti continues to invest in products, 
services and software 

The Hilti Group also brought numerous innovations (70) onto the market in 2019, which was the 
result of the continued increase in expenditure on research and development, which advanced 
by 3.2 percent to CHF 367 million. This investment is nearly 100 percent higher than in 2013 
(CHF 189 million), when the Champion 2020 strategy was developed, underscoring the 
company’s consistent focus on product and service differentiation. 
With the additional expansion of integrated solutions combining products, software and 
services, Hilti continues to provide innovative concepts for the professional construction 
industry. Hilti has acknowledged increasing digitalization on the construction site by also 
making wide-ranging investments in this area. In 2019, for example, new centers for digital 
marketing were developed in Paris (France) and Plano (Texas, USA). A new customer 
management system was also introduced to further increase the quality of consulting and the 
effectiveness of the company’s direct sales model. 
Efforts to digitize corporate processes and new personnel processes and systems were also 
driven forward. As of the end of the year, the Group had 30,000 team members, with around 
1,000 more employees than a year ago. 

  

Increased operating result and 
profitability 

The operating result rose by 7.4 percent to CHF 783 million (2018: CHF 728 million). Net income 
was CHF 591 million (2018: CHF 546 million). Despite the continued investments, the return on 
sales (ROS) grew slightly. At 13.3 percent (2018: 12.9%), this figure is back at its 2017 level. By 
contrast, the return on capital employed (ROCE), at 19.8 percent, is around 0.8 percentage 
points lower than the year before, which is solely due to a change in accounting (IFRS 16). As a 
result of this change, lease liabilities are allocated to the operating capital, and therefore this 
figure increased by CHF 385.2 million on a one-off basis. However, the ROS and ROCE continue 
to hover at the upper end of the target corridor of 10-12 and 15-20 percent, respectively.  
The free cash flow (before the acquisition and sale of Group companies, incl. lease payments) 
climbed to CHF 303 million (2018: CHF 245 million). A significant factor here is the normalization 
of the inventory level that had been built up in 2018.  
The negative development of the euro exchange rate and the ongoing depreciation of other 
currencies compared to the Swiss franc had – despite good natural hedging in main currencies 
– a negative impact of CHF -27 million on the operating result (2018: CHF -20 million). 

  

Very healthy balance sheet and 
solid liquidity 

The equity ratio was 4 percentage points below the previous year’s figure (55%). The main 
reason for this is the introduction of IFRS 16 and the resulting rebalancing of lease liabilities. 
Nevertheless, the equity ratio continues to be more than the target level of 50 percent. At CHF 
1.11 billion, cash and cash equivalents remained stable and were slightly higher than the 
previous year (CHF 1.03 billion). Financial liabilities increased to CHF 1,029 million mainly due 
to the adoption of IFRS 16 (2018: CHF 515 million). Given the Group’s healthy financial situation, 
the Board of Directors proposes the payout of an ordinary dividend of CHF 294 million for the 
2019 financial year (2018: CHF 272 million). 

  

Outlook Economic forecasts point to further weakening of the environment in 2020. This development 
is underscored by greater political uncertainty and trade conflicts. The global construction 
market will not be able to escape these forces and it is expected to cool further, with market 
growth in the low single digits. However, the Group is adhering to its strategic objectives and 
will use its solid financial position to make additional significant investments in innovative 
solutions and the digitization of corporate processes. The Hilti Group expects sales growth in 
2020 in the mid single digits and profitability at around the same levels as in 2019. 
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assets are defined as leased assets worth a maximum of CHF 5,000. The lease payments for 
such lease contracts, as well as leases of all intangible assets, are recognized in the income 
statement as other operating expenses in the period in which they are incurred.  
 
The right of use asset is generally recognized at the same amount as the lease liability. 
Differences between the right of use asset and the lease liability mainly arose from the lease 
payments made prior to the provision of the leased asset, less any lease incentives received. 
This did not have any effect on equity. In addition, existing finance leases that were classified 
under other payables in 2018, are now reported as lease liabilities. 
 
Contracts may contain both lease and non-lease components. The nature of each charge 
included in a lease contract shall be assessed to determine if it is a separate component or not. 
 
After the identification of components in a contract, the lessees should separate: 
 

• lease components (i.e. payments of the leased assets) 
• non-lease components (e.g. service fee, in case they are part of the lease contract 

and the amount is fixed in the monthly/quarterly lease payment) 
• other charges (e.g. fuel, penalty or service fees, in case they are not part of the lease 

contract or the amount is variable, for example over/under mileage). 
 
While other charges are not in scope for IFRS 16, and therefore should be excluded from the 
lease liability calculations, a practical expedient gives to the lessee the policy election for a class 
of an underlying asset not to separate non-lease components from a lease component. The 
Group has elected not to separate lease and non-lease components and instead accounts for 
these as a single lease component, resulting in a higher value of the right of use assets and the 
lease liabilities. Further information is given in note (9).  
 
For the lessor, the new standard substantially carries forward the accounting requirements of 
IAS 17 Leases. This means that lessors will continue to classify leases as either finance or 
operating leases. 
 
Summary of impacts 
 
The following tables summarize the impacts resulting from the above changes in accounting 
policies on relevant positions of the Group’s financial position and comprehensive income. 
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 General information The Hilti Group (the Group) comprises the Hilti Corporation and its domestic and foreign 
subsidiaries. The Group supplies the worldwide construction industry with technologically 
leading products, systems and services that provide construction professionals with innovative 
solutions and superior added value. Its product range includes equipment and systems covering 
drilling and demolition, direct fastening, diamond and anchoring, firestop and foam, installation, 
measuring, screw fastening, and cutting and sanding. 
 
The Hilti Corporation is a limited by shares company incorporated and domiciled in the 
Principality of Liechtenstein. The Group’s headquarters and the address of its registered office 
are at Feldkircherstrasse 100, 9494 Schaan, Liechtenstein. The Group’s principal production 
and research and development location is Liechtenstein with further production and research 
and development locations worldwide. The Group operates in over 120 countries and has over 
30,000 employees worldwide. 
 
These consolidated financial statements were approved for issue by the Board of Directors on 
March 11, 2020. 

  
  

 Summary of significant 
accounting policies 

The principal accounting policies applied in the preparation of these consolidated financial 
statements are set out below. These policies have been consistently applied to both years 
presented, unless otherwise stated. 

  
  

 Basis of preparation These consolidated financial statements have been prepared in accordance with International 
Financial Reporting Standards (IFRS) and comply with the requirements of Liechtenstein’s 
corporations law, the ‘Personen- und Gesellschaftsrecht (PGR)’. 
 
The consolidated financial statements have been prepared under the historical cost convention, 
as modified by the revaluation of certain financial assets and financial liabilities (including 
derivative financial instruments) at fair value through profit or loss. 
 
The preparation of financial statements in conformity with IFRS requires the use of certain 
critical accounting estimates. It also requires management to exercise its judgment in the 
process of applying the Group’s accounting policies. The accounting estimates and judgments 
reflected in the 2019 consolidated financial statements that are critical in the context of the 
Group’s financial position and financial performance are explained in note (3). 

  
  

 Changes in accounting 
policies and estimates 

The accounting standard IFRS 16 Leases and the interpretation IFRIC 23 Uncertainty over 
Income Tax Treatments, which became effective as of January 1, 2019, were applied by the 
Group for the first time.  
 
Adoption of IFRS 16 Leases  
 
IFRS 16 requires lease contracts to be recognized on the balance sheet with a lease liability and 
a corresponding right of use asset. Lease liabilities are measured at the present value of the 
future lease payments, discounted using an incremental borrowing rate. The lease liabilities are 
subsequently measured at amortized cost using the effective interest method. Right of use 
assets are measured at an amount equal to the lease liabilities and are then depreciated on a 
straight-line basis over the lease term. The weighted average incremental borrowing rate 
applied to the lease liabilities on January 1, 2019 was 4.41%.  
 
The first-time adoption of IFRS 16 at the Group followed the modified retrospective method. 
According to this method, assets and liabilities are only recognized according to the new 
standard as of January 1, 2019. The comparative information from the previous year has 
therefore not been restated. The Group has elected not to recognize right of use assets and 
lease liabilities for short-term leases with a non-cancellable lease term not exceeding 12 months 
or for lease contracts where the underlying asset is of low-value. As a general rule, low-value 
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in CHF million Reported 
31.12.2018 

Adjustment 
IFRS 16 

Adjusted 
01.01.2019 

    
EQUITY AND LIABILITIES    
    
    
Non-controlling interests 3.7 – 3.7 
Equity attributable to equity holders of the parent 3,071.4 – 3,071.4 
Total equity 3,075.1 – 3,075.1 
    
Provisions 13.6 – 13.6 
Employee benefits 522.8 – 522.8 
Deferred income tax liabilities 116.0 – 116.0 
Bonds 299.9 – 299.9 
Long-term bank borrowings 27.6 – 27.6 
Lease liabilities 1.6 288.9 290.5 
Contract liabilities 71.6 – 71.6 
Trade and other payables 35.3 – 35.3 
Total non-current liabilities 1,088.4 288.9 1,377.3 
    
Provisions 9.4 – 9.4 
Employee benefits 105.6 – 105.6 
Trade and other payables 478.9 – 478.9 
Current income taxes payable 104.1 – 104.1 
Accrued liabilities and deferred income 445.5 (7.7) 437.8 
Contract liabilities 114.7 – 114.7 
Bonds 33.2 – 33.2 
Short-term bank borrowings 153.9 – 153.9 
Lease liabilities 0.1 96.3 96.4 
Derivative financial instruments 3.0 – 3.0 
Total current liabilities 1,448.4 88.6 1,537.0 
    
Total liabilities 2,536.8 377.5 2,914.3 
    
TOTAL EQUITY AND LIABILITIES 5,611.9 377.5 5,989.4 

 
 At December 31, 2018, Hilti has disclosed CHF 498.1 million operating lease commitments and 

the lease liability recognized at January 1, 2019 is CHF 386.9 million. The difference is mainly 
due to the acquisition in 2019 of a new headquarter in France of approximately CHF 60 million 
which were already included as part of the operating lease commitments in 2018 and the 
discounting impact of approximately CHF 50 million. 
 
Adoption of IFRIC 23 Uncertainty over Income Tax Treatments 
 
The interpretation clarifies the accounting for income taxes when tax treatments involve 
uncertainty, particularly:  

• whether an entity considers uncertain tax treatments separately or together 
• the assumptions an entity makes about the examination of tax treatments by taxation 

authorities 
• the determination of taxable profit (tax loss), tax bases, unused tax losses, unused 

tax credits, and tax rates 
• how an entity considers changes in facts and circumstances. 

 

–
–

–
–
–
–
–
–
–

–

–

–
–
–
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Joint operations and joint 
ventures 

Investments in joint arrangements are classified as either joint operations or joint ventures 
depending on the contractual rights and obligations of each investor. 
 
The Group has joint operations and as a joint operator accounts for the assets, liabilities, 
revenues and expenses in relation to its interest in a joint operation in accordance with the 
IFRSs applicable to the particular assets, liabilities, revenues and expenses. 
 
The Group has a joint venture and accounts for that investment using the equity method, with 
the investment initially recognized at cost and subsequently adjusted to recognize the share of 
the profit or loss of the investee after the date of acquisition. 
 

   
 Segment reporting Operating segments are reported in a manner consistent with the internal reporting provided to 

the chief operating decision-maker. The chief operating decision-maker, who is responsible for 
allocating resources and assessing performance of the operating segments, has been identified 
as the Executive Board (EB) that makes strategic decisions. With the Group’s Multi-Channel-
Service (MCS) approach, all products and services are relevant for all customers and the EB 
steers the business on Group level as one unit. Consequently, the Group operates in only one 
single operating segment. The single operating segment disclosure is accordingly set out in the 
balance sheet, income statement, statement of comprehensive income, statement of changes in 
equity and the cash flow statement. Breakdown of the segment information in terms of products, 
services and geographical areas is provided in note (34). 

  
  

 Foreign currency translation 
  

Functional and presentation 
currency 

Items included in the financial statements of each of the Group’s companies are measured using 
the currency of the primary economic environment in which the entity operates (the functional 
currency). The consolidated financial statements are presented in Swiss francs, which is the 
functional and presentation currency of the Group. 
 

Transactions and balances 
 

Foreign currency transactions are translated into the functional currency using the exchange rates 
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the 
settlement of such transactions and from the translation at year-end exchange rates of monetary 
assets and liabilities denominated in foreign currencies, excluding long-term intercompany 
accounts receivables and payables, are recognized in the income statement. Foreign exchange 
gains and losses relating to long-term intercompany foreign currency loans are regarded as part 
of the net investment in the foreign entity and are recognized in OCI. 
 
Translation differences on non-monetary items, such as equities held at fair value through profit 
or loss, are reported as part of the fair value gain or loss. 
 

Translation on consolidation 
 

The results and financial position of all the Group’s companies that have a functional currency 
different from the Group’s presentation currency are translated on consolidation into the Group’s 
presentation currency as follows: 
 

• assets and liabilities at the closing spot exchange rates at the balance sheet date 
(closing rate) and 

• income and expense items at year-to-date sales-weighted average exchange rates 
(average rate) (to provide a reasonable approximation of the cumulative effect of the 
rates prevailing on the transaction dates). 

 
Gains and losses arising from the translation of the financial statements of foreign operations are 
recognized in OCI. 
 
On the foreign operation’s disposal, applicable exchange differences are reclassified to the 
income statement and recognized as part of the gain or loss on disposal. When a foreign operation 

 

 

controlling interest’s proportionate share of the recognized amounts of 
acquiree’s identifi

in ‘ ther income and expenses (net)’ in profit or loss. The fair value is the initial carrying amount 

unts previously recognized in ‘
comprehensive income (OCI)’ in respect of that entity are accounted for as if the 

recognized in OCI are reclassified to ‘ ther income and expenses (net)’ in profit or loss.
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 Leases 

 

 
The Group assesses at the contract inception whether a contract is, or contains, a lease. That 
is, if the contract conveys the right to control the use of an identified asset for a period of time 
in exchange for consideration. 
 
As lessee 
 
The Group, as a lessee, identified leases mainly relating to rental contracts for buildings (e.g. 
offices, warehouses, retail stores) and vehicles. Contracts may contain both lease and non-lease 
components, the Group has elected not to separate lease and non-lease components and 
instead accounts for these as a single lease component. 
 
As explained in note (2.2) above, the Group has changed its accounting policy for leases where 
the Group is the lessee. Until the 2018 financial year, leases of property, plant and equipment 
were classified as either finance leases, if the Group had substantially all the risks and rewards 
of ownership, or operating leases. From January 1, 2019, the Group applies a single recognition 
and measurement approach for all leases, except for short-term leases and leases of low-value 
assets, which are recognized as expense on a straight-line basis over the lease terms.  
 
At the date at which the leased asset is available for use, the Group recognizes lease liabilities 
to make lease payments and right of use assets representing the right to use the underlying 
assets.  
 
At the commencement date of the lease, the Group recognizes lease liabilities measured at the 
present value of lease payments to be made over the lease term, which include:    
 

• fixed payments, less any lease incentives receivable 
• variable lease payment that are based on an index or a rate 
• amounts expected to be payable by the Group under residual value guarantees  
• the exercise price of a purchase option if the Group is reasonably certain to exercise 

that option, and  
• payments of penalties for terminating the lease. 

 
Lease liabilities are subsequently increased by the interest cost on the lease liability and are 
decreased by lease payments made.  
 
The Group has several lease contracts that include extension and termination options. Lease 
payments to be made under reasonably certain extension options are also included in the 
measurement of the liability. The Group applies judgement in evaluating whether it is reasonably 
certain whether or not to exercise the option to renew or terminate the lease, considering relevant 
facts and circumstances that create an economic incentive. 
 
The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot 
be readily determined, which is generally the case for leases in the Group, the lessee’s 
incremental borrowing rate is used, being the rate that the individual lessee would have to pay 
to borrow the funds necessary to obtain an asset of similar value to the right of use asset in a 
similar economic environment with similar terms, security and conditions. 
 
The right of use assets are initially measured at cost comprising the following: 
 

• the amount of the initial measurement of lease liability 
• any lease payments made at or before the commencement date less any lease 

incentives received 
• any initial direct costs, and 
• restoration costs. 

 
Subsequently, the right of use assets are measured at cost less any accumulated depreciation 
and impairment losses and adjusted for any remeasurement of lease liabilities.  
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Accounting policies applied 
to financial assets 

The accounting policies applied to financial assets are as follows: 
 
For all classes of financial assets, purchases and sales are recognized on the trade date (the 
date on which the Group commits to purchase or sell the asset). Financial assets at fair value 
through profit or loss are initially recognized at fair value with applicable transaction costs 
immediately recognized in the income statement. Financial assets measured at amortized costs 
are initially recognized at fair value plus directly attributable transaction costs. Trade receivables 
that do not have a significant financing component are initially measured at their transaction 
price. Financial assets are derecognized when the rights to receive cash flows from the assets 
have expired or have been transferred and the Group has transferred substantially all risks and 
rewards of ownership. 
 
After initial recognition, loans and receivables are measured at amortized cost determined using 
the effective interest method less allowances for expected credit losses (ECL). Financial assets 
at fair value through profit or loss are subsequently measured at fair value, with realized and 
unrealized gains and losses arising from changes in the fair value recognized in the income 
statement in the period they arise.  
 
Financial assets and liabilities are offset and the net amount reported in the balance sheet, when 
there is a legally enforceable right to offset the recognized amounts and there is an intention to 
settle on a net basis or realize the asset and settle the liability simultaneously. 
 
The fair values of quoted investments are based on current bid prices. If current bid prices are 
not available, fair value is determined using other information such as that derived from the 
market prices of other similar instruments, discounted cash flow analysis and option pricing 
models refined to reflect the issuer’s specific circumstances. 
 
ECL are recognized for financial assets measured at amortized cost and receivables with 
significant financing component. A credit loss is the present value of the difference between the 
contractual cash flows and the cash flows that the entity expects to receive, discounted at the 
original effective interest rate. ECL are measured in a way that reflects an unbiased and 
probability-weighted amount that is determined by evaluating a range of possible outcomes, the 
time value of money and available, reasonable and supportable information.  
 
For trade receivables and contract assets that do not contain a significant financing component, 
the Group elected to adopt the simplified approach, which allows entities to use a provision 
matrix to recognize lifetime ECL. The provision matrix is based on historical loss patterns, 
reflecting the customers’ payment behavior in the different countries, adjusted for forward-
looking estimates.  
 
Trade receivables are identified according to one of the three following categories: normal, 
doubtful and bad. The amount of the loss allowances is measured at initial recognition and 
throughout the life of the receivable, using an aging calculation applied to all trade receivables, 
which reflects the expected credit losses that result from all possible default events over the 
expected life of the receivable. When information has been obtained indicating that non-
collection risk exists on the financial asset the trade receivables are fully impaired. A write-off is 
made when all or part of the financial asset is deemed uncollectible or forgiven. 
 
For receivables with significant financing component the Group elected to calculate the 12-
month expected credit loss model based on the historical default rates. 

  
  

 Inventories Inventories are stated at the lower of cost and net realizable value. Cost is determined using the 
standard cost method with variances capitalized at acquisition and production and recognized 
in the income statement together with the standard cost of inventory at time of sale. Standard 
costs are annually reviewed and updated in light of current conditions. Cost determined under 
this method approximates cost determined under the FIFO method. 
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Right of use assets are generally depreciated over the shorter of the asset's useful life and the 
lease term on a straight-line basis. If the Group is reasonably certain to exercise a purchase 
option, or in case the purchase option is exercised, the right of use asset is depreciated over the 
underlying asset’s useful life.   
 
The carrying amount of the right of use assets is derecognized at the end date of the contract or 
before in case of early termination.  
 
As lessor  
 
The accounting requirements are substantially unchanged, accordingly, the Group continues to 
classify its leases as operating leases or finance leases and to account for those two types of 
leases differently. 

  
 

 Financial assets For the purpose of identifying accounting policies applied, after initial recognition, financial 
assets are classified as subsequently measured: 
 

• at amortized cost and 
• at fair value through profit or loss (FVP&L). 

 
The classification is based on the business model for managing the respective financial assets 
and their contractual cash flow characteristics. Management determines the classification of its 
financial assets at initial recognition and re-evaluates this designation when, and only when, it 
changes the business model for managing the related financial assets. 
 

Financial assets measured 
at amortized cost 

A financial asset is measured at amortized cost if: 
 

• it is held within a business model whose objective is to hold financial assets to 
collect contractual cash flows, and 

• the contractual terms give rise to cash flows that are solely of payments of principal 
and interest (SPPI).  

 
This category includes loans and receivables, which are non-derivative financial assets with fixed 
or determinable payments that are not quoted in an active market. They arise when, in the 
ordinary course of business, the Group provides money, goods or services directly to a debtor 
with no intention of trading the receivable. They are included in current assets, except for 
maturities greater than 12 months after the balance sheet date. These are classified as non-
current assets. Loans and receivables are included in ‘trade and other receivables’ (see notes 
(2.11) and (14)). 
 

Financial assets measured 
at fair value through profit 
or loss 

This category has two subcategories: financial assets held for trading and those mandatorily 
measured at fair value through profit or loss. A financial asset is classified as held for trading if 
acquired principally for the purpose of selling in the short-term or if so designated by 
management. Derivatives are also categorized as held for trading unless they are designated as 
hedges. A financial asset is mandatorily measured at fair value through profit or loss if: 
 

• it is not held within a business model whose objective is to hold financial assets to 
collect contractual cash flows or to hold them to collect contractual cash flows and 
sell, and/or 

• the contractual terms of the financial asset do not meet the SPPI conditions, and/or 
• it is not held for trading. 

 
Assets in this category are classified as current assets if they are either held for trading or are 
expected to be realized within 12 months of the balance sheet date. Further information 
concerning financial assets measured at fair value through profit or loss is given in notes (12) 
and (17). 
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Accounting policies applied 
to financial assets 
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The fair values of quoted investments are based on current bid prices. If current bid prices are 
not available, fair value is determined using other information such as that derived from the 
market prices of other similar instruments, discounted cash flow analysis and option pricing 
models refined to reflect the issuer’s specific circumstances. 
 
ECL are recognized for financial assets measured at amortized cost and receivables with 
significant financing component. A credit loss is the present value of the difference between the 
contractual cash flows and the cash flows that the entity expects to receive, discounted at the 
original effective interest rate. ECL are measured in a way that reflects an unbiased and 
probability-weighted amount that is determined by evaluating a range of possible outcomes, the 
time value of money and available, reasonable and supportable information.  
 
For trade receivables and contract assets that do not contain a significant financing component, 
the Group elected to adopt the simplified approach, which allows entities to use a provision 
matrix to recognize lifetime ECL. The provision matrix is based on historical loss patterns, 
reflecting the customers’ payment behavior in the different countries, adjusted for forward-
looking estimates.  
 
Trade receivables are identified according to one of the three following categories: normal, 
doubtful and bad. The amount of the loss allowances is measured at initial recognition and 
throughout the life of the receivable, using an aging calculation applied to all trade receivables, 
which reflects the expected credit losses that result from all possible default events over the 
expected life of the receivable. When information has been obtained indicating that non-
collection risk exists on the financial asset the trade receivables are fully impaired. A write-off is 
made when all or part of the financial asset is deemed uncollectible or forgiven. 
 
For receivables with significant financing component the Group elected to calculate the 12-
month expected credit loss model based on the historical default rates. 

  
  

 Inventories Inventories are stated at the lower of cost and net realizable value. Cost is determined using the 
standard cost method with variances capitalized at acquisition and production and recognized 
in the income statement together with the standard cost of inventory at time of sale. Standard 
costs are annually reviewed and updated in light of current conditions. Cost determined under 
this method approximates cost determined under the FIFO method. 
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 Trade receivables Trade receivables (see the financial assets measured at amortized cost category of financial 

assets in note (2.9) above) are recognized initially at their transaction price and subsequently 
measured at amortized cost using the effective interest method, less allowances for the expected 
credit losses. 
 

  
 Cash and cash equivalents Cash and cash equivalents include cash in hand, deposits held at call with banks and other 

short-term highly liquid investments with original maturities of three months or less. 
 

  
 Borrowings Borrowings are recognized initially at fair value net of transaction costs incurred. Borrowings are 

subsequently measured at amortized cost with any difference between the amount at initial 
recognition and the redemption value being recognized in the income statement over the period 
of the borrowings using the effective interest method. Borrowings are classified as current 
liabilities unless the Group has an unconditional right to defer settlement of the liability for at 
least 12 months after the balance sheet date. 
 
The Group capitalizes borrowing costs directly attributable to the acquisition, construction or 
production of a qualifying asset as part of the cost of that asset. 
 

  
 Income taxes The tax expense for the period comprises current and deferred tax. Tax is recognized in the 

income statement, except to the extent that it relates to items recognized in OCI. In this case, 
the tax is also recognized in OCI. 
 

Current income taxes The current income tax charge is calculated on the basis of the tax laws enacted or substantively 
enacted at the balance sheet date in the countries where the company and its subsidiaries 
operate and generate taxable income. Management periodically evaluates positions taken in tax 
returns with respect to situations in which applicable tax regulation is subject to interpretation. 
It establishes provisions where appropriate on the basis of amounts expected to be paid to the 
tax authorities. If late payment interests and/or penalties or fines are due in connection with 
additional direct taxes that are payable as the result of a tax audit, a voluntary disclosure, the 
amendment of a tax return or the like, such payments are considered as income taxes. 
 

Deferred income taxes Deferred income taxes are provided in full, using the liability method, on temporary differences 
arising between the tax bases of assets and liabilities and their carrying amounts in the 
consolidated financial statements. However, if the deferred income tax arises from initial 
recognition of an asset or liability in a transaction other than a business combination that at the 
time of the transaction affects neither accounting nor taxable profit or loss, it is not accounted 
for. Deferred income tax is determined using tax rates that have been legally enacted or 
substantially enacted by the balance sheet date and are expected to apply when the related 
deferred income tax asset is realized or the deferred income tax liability is settled and reflects 
uncertainty related to income taxes, if any. Deferred income tax assets are recognized to the 
extent that it is probable that future taxable profit will be available against which the temporary 
differences can be utilized. Deferred income tax is provided on temporary differences arising on 
investments in subsidiaries, associates and joint arrangements except where the timing of the 
reversal of a temporary difference is controlled by the Group and it is probable that the temporary 
difference will not reverse in the foreseeable future. 
 
 

  

Notes to the Consolidated Financial Statements 

 2019 Financial Report | 27 

  
 Employee benefits  

Pension obligations Group companies operate various post-employment schemes, including both defined benefit 
and defined contribution pension plans. These schemes are generally funded through payments 
to insurance companies or trustee-administered funds, determined by periodic (every one to 
three years) actuarial valuations. 
 

Long-service benefits Some Group companies provide jubilee and other similar long-service benefits. The entitlement 
to these benefits is usually conditional on the completion of a minimum service period. The 
expected costs of these benefits are accrued over the period of employment using an accounting 
methodology similar to that used for defined benefit pension plans. 
 

Variable compensation The Group recognizes a liability and an expense for variable compensation based on changes in 
key financial results, such as sales, operating profit, net income and capital employed as 
specified in the employment contracts. 
 

  
 Provisions Major types of provisions recognized by the Group include provisions for restructuring costs, 

product liability and legal claims. Provisions for restructuring costs mostly comprise expected 
lease termination penalties and employee termination benefit payments. Where provisions relate 
to a number of similar obligations the likelihood that an outflow will be required in settlement is 
determined by considering the class of obligations as a whole. A provision is then recognized 
even if the likelihood of an outflow with respect to any one item included in the same class of 
obligations may be low. 
 

  
 Trade and other payables Trade and other payables are recognized initially at fair value and subsequently measured at 

amortized cost using the effective interest method. 
 

 
 Revenue recognition and 

contract liabilities 

 
The Group manufactures and develops a range of products and services for the construction 
and energy sectors. The Group has implemented a five-step model applicable to all contracts 
with customers and has disaggregated revenue from contracts with customers into the following 
categories of revenue recognition patterns: sales contracts of goods, warranties (covering 
repairs) and services. These categories were analyzed with the five-step approach to identify all 
performance obligations and to allocate the transaction price to each performance obligation. 
 
Net sales of goods and services 
 
Revenue from the sale of goods is recognized in the income statement at a point in time, when 
control of the products has transferred, typically when the products are delivered to the customer 
and there is no unfulfilled obligation that could affect the customer’s acceptance of the products. 
Revenues related to goods for which the control has not yet been transferred to the customer 
will be recognized only in the following period.  
 
Revenue from services rendered is recognized at a point in time or over a period of time, 
depending if the performance obligation is satisfied at a point in time or over a period of time. All 
revenues from sales of goods and services rendered are recognized at normal selling price less 
applicable trade discounts and rpebates, individually determined in the markets. 
 
Revenue from sales of goods with significant financing component relates to finance lease and 
is recognized in the period the lease commences while the applicable interest income is 
recognized on an actuarial basis over the lease term. Revenue from operating leases is 
recognized over the lease term. 
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in CHF million Swiss franc 
strengthened (+10%) 

Swiss franc weakened 
(–10%) 

 2019 2018 2019 2018 
     
USD 0.4 (2.6) (0.4) 2.6 
EUR (0.4) (0.9) 0.4 0.9 
All other currencies (3.3) (2.5) 3.3 2.5 

 
These effects result from the translation of monetary asset and liability positions held in foreign 
currencies and from derivative contracts to hedge these foreign currency risks and do not include 
any effects of foreign currency transactions during the year. 

 
At December 31, if the Swiss franc had strengthened/weakened by 10% against the US dollar, 
euro and all other currencies with all other variables held constant, OCI would have been affected 
as follows: 

 
in CHF million Swiss franc 

strengthened (+10%) 
Swiss franc weakened 

(–10%) 
 2019 2018 2019 2018 
     
USD 4.6 2.2 (4.6) (2.2) 
EUR – – – – 
All other currencies 7.0 7.8 (7.0) (7.8) 

 
These effects result from changes in the values (due to the respective Swiss franc movements) 
of Swiss francs derivative contracts held to hedge foreign currency risk. 

 
Interest rate risk 

 
The Group has investments in interest-bearing assets, mainly deposits and long-term 
borrowings, mostly consisting of bonds the Group itself has issued. Interest-bearing assets and 
borrowings subject to variable rates or held for trading expose the Group to cash flow interest 
rate risk. Interest-bearing assets and borrowings subject to fixed rates and not held for trading 
expose the Group to fair value interest rate risk. 

 
Virtually all the Group’s interest-bearing assets are subject to variable rates or are reported at 
fair value through profit or loss because they are held for trading. All the Group’s bond liabilities 
are reported at amortized cost. The interest-bearing assets are denominated primarily in Swiss 
franc and euro investments and the bond liabilities are effectively denominated in a combination 
of Swiss franc and euro. Interest rate risk arising from long-term financing (banking and capital 
market) liabilities is managed by Corporate Treasury by using hedging instruments, primarily 
interest rate swaps. Corporate Treasury’s general risk management practice is to hedge between 
40% and 60% of the Group’s relevant interest exposure. 

 
Based on December 31 levels of borrowings subject to variable rates and interest-bearing assets 
subject to variable rates or held for trading, an increase/decrease of one hundred basis points 
would have affected net income as follows: 

  
in CHF million Increase of hundred 

basis points 
Decrease of hundred 

basis points 
 2019 2018 2019 2018 
     
All currencies 3.1 6.9 (3.1) (6.9) 

 

 

 Dividend distributions to the Hilti Corporation’s shareholders are recognized as liabilities in the 

Corporation’s

 ’s activities expose it to a variety of financial risks: market risk (including currency risk, 
’s overall risk 

’s financial performance. The 

’s operating units. The Board p

instruments, primarily forward contracts. Corporate Treasury’s general risk ma
’s anticipated net cash inflows or 

as ‘highly probable’ forecast transactions.
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of Swiss franc and euro. Interest rate risk arising from long-term financing (banking and capital 
market) liabilities is managed by Corporate Treasury by using hedging instruments, primarily 
interest rate swaps. Corporate Treasury’s general risk management practice is to hedge between 
40% and 60% of the Group’s relevant interest exposure. 

 
Based on December 31 levels of borrowings subject to variable rates and interest-bearing assets 
subject to variable rates or held for trading, an increase/decrease of one hundred basis points 
would have affected net income as follows: 

  
in CHF million Increase of hundred 

basis points 
Decrease of hundred 

basis points 
 2019 2018 2019 2018 
     
All currencies 3.1 6.9 (3.1) (6.9) 
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Separate simulations of the impact of interest rate changes on each of the Swiss franc, euro and 
US dollar investment holdings have not been completed since an increase/decrease of one 
hundred basis points is considered reasonably possible for each of the three currencies. 

 
Due to interest rate derivatives, OCI would have been impacted as follows: 

 
in CHF million Increase of hundred 

basis points 
Decrease of hundred 

basis points 
 2019 2018 2019 2018 
     
CHF (4.9) (5.5) 4.9 5.5 

 
 

Credit risk Credit risk is managed on a Group basis. Virtually all credit risk arises from cash and cash 
equivalents (which primarily consist of demand deposits with first-class financial institutions) 
and from trade receivables (which represent credit exposures to customers). 
 
The Group has significant concentrations of credit risk arising from its investments in cash and 
cash equivalents. These concentrations relate to demand deposits with banking institutions. For 
all major counterparty banking institutions a minimum credit rating of ‘A’ is required. The Group 
regularly reviews the counterparties’ creditworthiness based on the ratings issued by Standard 
& Poor’s. Management does not expect any losses from non-performance by these 
counterparties. 
 
For trade receivables, the Group has policies in place to ensure that credit sales of products are 
made to customers with appropriate credit histories. In addition, an active credit management 
focus is maintained in all the Group’s market organizations to ensure that the impact of credit 
risk is minimized. Details of the impairment estimates of trade receivables are given in note (14). 
The Group has no significant concentrations of corresponding credit risk with trade receivables. 
 

Liquidity risk Cash flow forecasting is performed in the operating companies of the Group and aggregated 
by Corporate Treasury. Corporate Treasury monitors rolling forecasts of the Group’s liquidity 
requirements to ensure it has sufficient cash to meet operational needs while maintaining 
sufficient headroom on its undrawn established borrowing facilities at all times so that the Group 
does not breach borrowing limits or covenants (where applicable) on any of its borrowing 
facilities. Such forecasting takes into consideration the Group’s debt financing plans, covenant 
compliance, compliance with internal balance sheet ratio targets and, if applicable, external 
regulatory or legal requirements – for example currency restrictions. 
 
Surplus cash held by the operating companies over and above the balance required for working 
capital management is transferred to Corporate Treasury. Corporate Treasury deposits surplus 
cash in current accounts and time deposits, choosing instruments with appropriate maturities 
or sufficient liquidity to provide sufficient headroom as determined by the above-mentioned 
forecasts. At the reporting date, the Group held liquid funds of CHF 1,113.8 million (2018: CHF 
1,030.9 million). 
 
The table below analyzes the Group’s non-derivative financial liabilities into relevant maturity 
groupings based on the periods from the balance sheet date to the contractual maturity date. 
The amounts disclosed in the table are the contractual undiscounted cash flows including future 
interest payments: 
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 Capital structure risk 

management 
The Group’s primary objective when managing capital is to add sustainable value for investors
while ensuring the independence of the Group. In order to maintain or adjust the capital
structure, the Group maintains a flexible dividend policy within the limits of its overall finance 
policies. 
 
The Group monitors capital on the basis of the equity ratio measured as equity in percentage of
total equity and liabilities. The Group views a high equity ratio as the basis for ensuring security,
capability of taking risk, independence, flexibility and creditworthiness. The Group’s objective is 
to maintain a sufficiently high equity ratio primarily to ensure independence from the influence of
external creditors as well as to maintain a high external credit rating to help minimize the cost of 
debt if and when further debt is issued. 
 
The Group’s policy is to maintain a minimum equity ratio of 45% on a mid-term basis. Following 
is equity ratio information at the balance sheet date:  
in CHF million 2019 2018 
   
Total equity 3,276.3 3,075.1 
Total equity and liabilities 6,379.1 5,611.9 
Total equity in % Total equity and liabilities 51.4% 54.8% 

 
Based on the Group’s credit profile and outlook as assessed by the Credit Suisse Banking Group 
during 2019 on the basis of the Group’s 2018 Financial Report a credit rating of ‘High A stable’ 
was assigned (2018: ‘High A stable’) (see Credit Suisse: Swiss Corporate Credit Handbook 
September 2019). 

 
 

 Fair value estimation The table below analyzes financial instruments carried at fair value, by valuation method. The
different levels have been defined as follows: 
 

• Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1) 
• Inputs other than quoted prices included within level 1 that are observable for the 

asset or liability, either directly (that is, as prices) or indirectly (that is, derived from 
prices) (level 2) 

• Inputs for the asset or liability that are not based on observable market data (that is, 
unobservable inputs) (level 3). 

 
The following table presents the Group’s assets and liabilities that are measured at fair value: 

 
in CHF million Level 1 Level 2 Level 3 Total 
     
At December 31, 2019     
Assets     
Financial assets at fair value through profit and 
loss 27.3 – – 27.3 
Derivatives used for hedging – 15.7 – 15.7 
     
Liabilities     
Derivatives used for hedging – 3.0 – 3.0 

 

 

 

– –
–

– –
–

– –
– –

– – –
– –
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 Critical accounting estimates and judgments 
 
Estimates and judgments are continually evaluated and are based on historical experience and other factors, including expectations of 
future events that are believed to be reasonable under the circumstances. The Group makes estimates and assumptions concerning the 
future. The resulting accounting estimates will, by definition, seldom equal the related actual results. The estimates and assumptions 
that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year 
are discussed below. 
 

 Trade receivables 
 
Losses on trade receivables are recognized when they are expected, which requires management’s best estimate of probable losses. 
Such estimates require consideration of historical loss experience, adjusted for current conditions, and judgments about the probable 
effects of relevant observable data, including financial health of specific customers and market sectors or collateral values.  
Detailed information concerning trade receivables is given in notes (2.11), (2.9) and (14). 
 

 Inventories 
 
Write-downs of inventories are recognized for particular items when net realizable value falls below cost. The determination of net 
realizable value is made using a valuation process based on the aging of items with aging parameters set based on estimates of historical 
loss experience. This process assumes a linear realizable value reduction based on age. Detailed information concerning inventories is 
given in note (13). 
 

 Impairment of goodwill; development costs capitalized under intangible assets; property, plant and equipment 
 
Intangible assets that have an indefinite useful life or intangible assets not ready to use are not subject to amortization and are tested 
annually for impairment. Other intangible assets and property, plant and equipment are reviewed for impairment annually or whenever 
events or changes in circumstances indicate that the carrying amount may not be recoverable. An impairment loss is recognized for the 
amount by which an asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an asset’s fair 
value less costs of disposal and its value in use. For the purposes of assessing impairment, assets are grouped at the lowest levels for 
which there are largely independent cash flows (cash-generating units). For impairment of goodwill the recoverable amounts of cash-
generating units (CGUs) are determined based on value-in-use calculations which require medium- and long-term estimates. The 
methodology for goodwill impairment testing is based on a discounted cash flow model that is most sensitive to the following key 
assumptions: i) forecasts of free cash flows in years one to four and ii) changes in the long-term growth rate, which are based on internal 
planning data, as well as iii) changes in the discount rates, which are based on external data. Detailed information concerning the annual 
goodwill impairment test is given in note (7). 
 

 Employee benefits 
 
The status of various defined benefit plans depends on long-term actuarial assumptions that may differ from actual future developments. 
The calculation of the discount rate, future increases in salaries/wages and pensions, and mortality are important assumptions in actuarial 
valuations. Detailed information concerning the defined benefit plans is given in note (21). 
 

 Income taxes 
 
The measurement of current and deferred income tax liabilities or assets is dependent on the judgment and interpretation of existing tax 
laws and regulations in the respective countries and, therefore, requires certain estimates. Generally, deferred tax assets and liabilities 
are determined based on temporary differences between the financial accounts and the tax balance and are measured relying on enacted 
tax rates and, if applicable, on tax rates that are anticipated to be in effect when differences are estimated to reverse, if substantively 
enacted. Unforeseen changes in these areas may affect these estimates. Additionally, in tax disputes, the judgments taken by 
management could be challenged by tax authorities, potentially resulting in the payment of additional taxes, interest and/or penalties. 
Consequently, deviations between the initial assumptions and the final determination of income taxes may lead to material changes to 
current or deferred income tax expenses of the period in which such income tax becomes definite. Furthermore, the recognition of 
deferred tax assets on tax loss carryforwards depends on the probability of future taxable profits of Group companies. Several internal 
and external factors, such as forecasts, interpretations of existing tax laws and regulations are used in the estimation of such future 
profits. Tax positions are regularly and proactively clarified with external tax experts to reduce tax contingencies. If such tax positions 
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estimated ultimate amount payable has been recognized as an obligation at December 31, 2019, under the heading of other employee 
benefits (see note (21)). 
 

 Ownership of parent 
 
100% of the registered shares of the Hilti Corporation are owned by the Martin Hilti Family Trust. 
 

 Other transactions and balances with the shareholder 
 
The Hilti Corporation rendered accounting, administration, rental and other support services to the Martin Hilti Family Trust. The amount 
invoiced was CHF 1.0 million (2018: CHF 1.1 million). These services were charged at cost. Additionally, the Hilti Corporation has a 
current liability to the Martin Hilti Family Trust of CHF 0.7 million (2018: CHF 0.6 million). 

 

 Events after the reporting period 
 
There were no significant transactions after the reporting period. 
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those provisions and standards are further described in the “Auditor’s responsibili
statements” section of our report.

• 
• Our full scope audit work addressed 81% of the Group’s total revenue and 79% of the 

Group’s total assets.
• 

two countries, representing a further 1% of the Group’s total assets.
• 

• 

Auditors’ Report on the Consolidated Financial Statements

 

consolidated financial statements are a consolidation of over 100 reporting units, comprising the Group’s operating 

The Group’s reporting units vary 
information. These accounted for 81% of the Group’s total revenue and 79% of the Group’s total assets. Specific audit procedu

es and transactions were performed at a further three reporting units representing a further 1% of the Group’s total assets. 

as ‘Intangible assets’ in 2019. 
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• Address the risks relating to the ‘probable future economic benefit’ and 

‘technical feasibility’. 
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documentation, evaluating the project’s key assumptions, testing a sample of 
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Aktiengesellschaft and our auditor’s reports thereon.

In preparing the consolidated financial statements, the Board of Directors is responsible for assessing the Group’s ability t

Auditor’s responsibilities for the audit of the consolidated financial statements

misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance

• 

• 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Group’s internal control.

• 

• Conclude on the appropriateness of the Board of Directors’ use of the going concern basis of accounting and, based on the aud

Group’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required to draw at
n our auditor’s report to the related disclosures in the consolidated financial statements or, if such disclosures are inadeq
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report. Howev
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company’s articles of incorporation. Furthermore, the consolidated management report corresponds to the consolidated financia
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