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Thales today: a set of focused, technology-driven businesses
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I Thales: a pure player focused on intelligent systems

Ground

transportation Security

Defence

Addressing
some of the most
demanding
end markets...

< Critical decision chain >
...leveraging a Sensing and Data o Data pro.c.essing
unique portfolio data gathering > fransmission > and decision
of key common and storage making
technologies Hardware + Hardware + Software +
software software systems

Sensors, mission systems, communication, command and conftrol systems

THALES
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I Thales builds on 4 key sirengths

2017 Connectivity = Big data
TOP 100 Mobility, loT == analytics
GLOBAL
INNOVATOR
Cyber- Artificial
C glal;ivate security intelligence
natytics

Cutting Deep domain Growing digital Global
edge R&D knowledge asset base presence

» €3bn, ~20% of sales » Top 3 globally or 2 Thales portfolio: » Presence in 50+
> ~75% customer- i] |.n Europe across digital “by nature” F:oun’rnes Ond.soles
funded USINESSES > Significant organic in 100+ countries
- » Leverage across and inorganic » Proven ability to
» 25,000 engineers . e .
g 5 end markets with initiatives, targeting address complex
» Ranked by Nature many technological 4 key digital markets and
as first non-pharma similarities technologies partnerships
company in Europe . s
for quality of research » Large m’regrq’rgd » Capitalizing on 40+
network of digital year presence

native talents
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I Resilience embedded in business model

High geographical diversification

» Sales >€100m in 23 markets

Platform-agnostic positioning

» On-board all major aircraft, tfrain
and metro platforms

» Serving 55+ armed forces

Strong program diversification

» Largest program represents less
than 5% of sales

Balancing defence and civil
business models

Ability to cross-sell technologies
across end markets
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Geographical sales breakdown

Mature
markets: 69%

35 countries, of which 10
with sales above €100m

100+

countries

AN

Rest of the

world: 6% Middle-East: 10% | Asia: 14%

30 countries, of which 1 12 countries, of which 4 28 countries, of which 8

with sales above €100m with sales above €100m with sales above €100m
THALES



I Thales delivers a best-in-class ROCE

ROCE in line with best-in-class peers
Asset turn higher than peers

Thales light asset base underpinned by
» No capitalization of R&D

» Relatively low goodwill and PPA

» Significant negative working capital
driven by export projects

Peer group: BAE Systems, Honeywell, Leonardo, Lockheed-Martin, Raytheon, Safran
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2017 ROCE

25%
18% 20% 21% 23%

16%
B 13I% I I I I I l

Peer 6 Peer5 Peer4 Peer3 TEC}Ies Peer2 Peer1 Thales
erore
one-offs(d

2017 asset turn

3.6
3.0
1.41.61.61'92I12I2Il

Peer5 Peeré6 Peer2 Peerl Peer4 Peer3 Thales Thales
before
one-offs(@

(a) Capital employed adjusted up by €250m accumulated one-off positive

WCR effects recorded at end 2017
THALES



THALES

| 2018-21: targeting industry
leadership
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I Ambition 10: a 10-year journey to industry leadership in all segments

AEITEN
Building a growing, Leadership in all segments
more Q!Obql and > Grow faster than the market
more profitable Thales » Grow profitably in a sustainable way
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All Thales markets benefit from solid underlying trends...

mil J'th.e

Overall market Aerospace Transport Defence & Security
» Stable to improving » Long-term growthin » Urbanization and > Confirmed trend-up of
trends in government global air traffic increasing need for defence budgetsin
budgets and GDP growth 5> Focus on operational and :jnobellllc’r)y snLngﬁTor’nng rail mo’rure c(;aun’rrles,l.igo?g
» Operational efficiency: environmental efficiency evelop irr;ig;egr?seor?de’r%peorlel’ri?n
. o _ N 5 . . ina: .
a growing priority, 5> Unique position of space Renovation of signalling of symmetric threats

increasingly enabled
by intelligent systems

a key lever to increase

efficiency of existing > Need to address growing

infrastructures security concerns related
to asymmetric threats
and terrorism

systems to address new
needs
» Growing demand for

security and safety

> High demand for
cybersecurity, in
particular corporate
data protection
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...supporting ~3% sustained market growth...

Civil Rail Civil Global defence
- . Space . . .
aviation signalling cybersecurity budgets
+6%
+4%
+3.5% +3.5%
; +3%
l = l
2017-36 2018-21 2018-30 2014-20 2018-21 Europe ASiO‘-POCiﬁC and
Annual growth forecasts - sources: 2018-22 Middle-East
« Civil aviation: IATA (air passenger numbers) 2018-22

» Space: 2018-21: NSR, ESA budget request, 2018-30: Morgan Stanley

« Rail signalling: UNIFE, 3-year average forecasts 2019-21 vs 2013-15

« Civil cybersecurity: Gartner

» Defence budgets: Jane’s defence, current ferms, country budget planning, excludes China and Russia
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..combined with Digital as a long-term disrupter

Digital technologies will N
revolutionize the future of %
Thales markets

Adoption of digital technologies
will take time

» Leapfrog in performance: enhanced » Highly regulated markets requiring
features and/or new capabilities long certification processes

» Potential breakthrough in cost » Long acquisition cycles combined
competitiveness with long service life (10-20 years)

» Opportunities for new business models

Acceleration of digital innovation increases
opportunities for bold technology leaders
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THALES

Five key priorities for 2018-21

. 1[N
rom Thales




I 2018-21: five key priorities

1

Reinforce customer- Relentlessly
centric organization optimize operational
and culture performance

5

Accelerate R&D Lead in digital Execute on transformative
investments to drive transformation of markets acquisition of Gemalto
technological excellence

3
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I <> 1 | Reinforce customer-centric organization and culture

Three 2018-21 priorities... ...capitalizing on marketing
and sales excellence

Deepen » Value-based marketing approach
customer infimacy » Positioning as partner in digital
transformation
Consistently optimize » Reinforcement of value-selling
sales pipeline competencies

» Optimization of resource deployment
and management

Develop exports
from large countries

» Strengthening of customer engagement
and cross-selling capabilities leveraging
innovative digital tools
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I @% 2 | Relentlessly optimize operational performance

Group cost structure

Other

Project delivery
(bids, project
management,
production,
customer service)

€14.3bn

total costs

9%

Support
functions

7% 487
) ) External
Engineering purchases

Iﬂvesfor meeting - 16

Focus on 4 high impact initiatives

Procurement performance

Engineering competitiveness

Support function efficiency

Excellence in delivery

THALES



4 key initiatives to sustainably optimize operational
performance

Procurement performance Engineering competitiveness

New worldwide integrated organization, fully » Deployment of state-of-the-art engineering
occoun’roble for performance tools and agile methods

» Full leverage of Thales global scale through » Constant skills and capability reinforcement
massification and consolidation > Digital Factory

- Dep?klwoydmen’r of powerful new procurement > Optimal footprint and make-or-buy strategy
methods

Enhancement of tools and capabilities

Support function efficiency Excellence in delivery

» Demand management to focus on most » Continuous improvement in operational
added-value activities excellence, from bids to project execution,

» Standard worldwide operating models across while delivering growth
every support function, fostering process » Maintaining specific focus on project
standardization and digitalization execution in Transport

2 Increase platforming and near/off-shoring 2 Industry 4.0 and lean supply chain processes

of shared services
» People and skills development
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I @% 2 | Procurement: a 3-fold approach to the transformation

An empowered
procurement
organization
with clear
accountability
to enable value
capture

Iﬂvesfor meetfing - 18

New

operating
model

Product Cross-functional
conventions approach to optimize
the cost of a given

product

Optimize the Total Cost

of Ownership (TCO)
of goods and services
Category of a given category
waves
THALES



W Support function efficiency: global transformation under-way
@%‘ driven by new operating models, processes and tools

Effectiveness, efficiency, quality and focus Support function cost(@ as
on value add for Thales customers at the a percentage of sales
core of support function transformation

Further roll-out of key levers expected to 9.1%
firm up trend to reach ~7.2% of sales target 8.1%
by 2021

» Standardization of processes across Thales

» Development of shared service centers and
centers of expertise for all functions

> Investment in state-of-the-art IT tools and digital
platforms to boost productivity and knowledge 2013 2017 2021
management

2 Investment in skills development

(a) Includes both support function costs reported in the P&L “G&A expenses”
line and the ones included in “cost of sales”
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I Accelerate R&D investments to drive technological excellence

Technological innovation vital
in Thales markets
€m and

» Differentiation in usage features to bring as % of sales
more performance to clients
» Source of competitiveness for solutions

Self-funded R&D

+25% to +30%—¢

~€1bn

R&D investments: a key driver
of innovation
» Further 25-30% growth over next 4 years 797

» Total R&D to reach ~€4bn in 2021 when
combined with increase in customer-
funded R&D ~5.5% t0 6.0%

Cs07) (5%

Self-funded R&D focused on

»> Dream products: market-driven j ﬁ ﬁ ﬁ 1
and high growth/accretive to margin
> Digital 2017 2018 2019 2020 2021

Iﬂvestor meeting - 20 T H I'\ L E S



Lead digital tfransformation of markets

Partnering with our customers through their digital tfransformation
» “Digital-inside” dream products

» Breakthrough innovations and autonomy
» New digital services

Harnessing key digital technologies
» Capitalizing on Thales digital assets and recent acquisitions: Thales e-Security,
Vormetric, Sysgo, Guavus...

» Thales, a leader in cybersecurity: 2,000 experts, €700m of revenues(@ in 2017,
covering the full cybersecurity lifecycle

» Transformative acquisition of Gemalto

Digital Factory: accelerating the digital fransformation across Thales

(a) ~€500m external revenues + ~€200m internal revenues
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Digital: facilitating growth acceleration now and beyond 2021

New digital
services and

Quick adoption of digital
technologies inside core
products to support top-line
growth

Emerging digital services
boosting longer-term growth Digital-inside

post 2022 dream products
» “As aservice” business models

delivering steady growth
and recurring revenues

2017 2021 2025

Iﬂvesfor meeting - 22 T H I'\ L E S



Examples: digital driving growth acceleration

Digital breakthroughs and new digital services

2018-21 2022 and beyond

Overall opportunity >€100m Overall opportunity >€1bn

» Airline digital services » Single pilot operation

» High altitude platform stations » Unmanned Traffic Management

> In-orbit operations and servicing

Overall opportunity >€50m Overall opportunity >€500m
. » Predictive maintenance » Autonomous frains
* » Cybersecurity > Smart infrastructures: “rail

Internet of Things”

Ground transportation

Overall opportunity >€100m Overall opportunity >€1bn
: » Cybersecurity and data » Robofts in naval domain
= s profection » Bafttlefield cloud for collaborative combat
Defence & Security » Defence big data platform > “Self-learning” sensors (radars...)
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1 -

Global specialist in authentication
systems and data protection

Leading technologies with applications

in broad range of industries

Moving from hardware to embedded
software, then to software platforms

2017 revenues of €3.0bn

<) Son

19
production
facilities

30
R&D
centers

48 15,000
countries employees

Iﬂves’ror meeting - 24

Gemalto: a global player in digital security

2017 revenue breakdown by division

Government

programs
~€600m, 19%

Payment
~€800m, 28%
Enterprise
cybersecurity
~€450m, 16%
SIM cards m. 167
~€500mM, 17%

Mobile platforms Industrial Internet
& services of Things (M-to-M)
~€200m, 7% ~€350m, 12%

THALES



3 Thales + Gemalto: powering and securing the complete
% critical digital decision chain

Cri’rif:?ll Sensing and Data Data processing
decision . fransmission and decision
. data gathering .
chain and storage making
Platforms Platforms S
o e N |-
Mission Objects Geq\th;:l;il ? R DR Mission
Critical sensors objects missions
d’g":a.’ Mission Identity anAc/l”is;rn';if Identity Mission Mission
decision data data Sl ! data [ data data
chain ! :
x |
THALES [0 ' THALES THALES
|
w'r!at]btfo | ity 1o be free :

(a) Including big data analytics, arfificial intelligence algorithms
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I Thales and Gemalto: selected use cases

Smart rail infrastructures Battlefield cloud Silent authentication

©
ot )T e B oe
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I Creation of a digital security Global Business Unit

Gemalto well advanced in its transition
from its historical businesses to faster-
growing markets

Thales to combine key digital assets with
Gemalto in order to:

» Strengthen common digital capabilities
» Accelerate growth of combined entity

New Global Business Unit to accelerate

digital transformation across all Thales
vertical markets

Iﬂvesfor meeting - 27

~ gemalto’

security to be free

> 2.
: &o &\& 0*© &
0 i) €)

Segment revenue breakdown!(?)

Aerospace Defence &
32% Security
40%
Digital security
(a) 2017 Combined pro forma 1 8%
THALES



I %y 5 | Gemalto acquisition progressing well

Execution of transaction Integration planning

» Offer formally launched in March 2018 » Common ‘DNA’ and culture: a strong
foundation for successful integration
» €4.8bn offer price fully financed

- €1.5bn financing completed at very » Straightforward organizational plan:
attractive rate (<1%) Gemalto to become Thales “Digital
. o security” Global Business Unit
» Filing of r.egulo’rory authorizations - Complemented with key Thales digital assets
progressing well
- 7 / 14 authorizations granted at 20 October!(© » Integration team in place
. - Managing 18 workstreams in parallel
» Expected closing: Q1 2019 - Focused on maximizing synergies from day 1,
- 2 weeks after obtaining of last regulatory once all approvals are granted
clearance

(a) 7 remaining authorizations to obtain: antitrust clearance in Australia, the EU, Mexico, New Zealand, Russia and in
the USA, foreign investment clearance in Russia. 7 authorizations already obtained: antitrust clearance in China,
Israel, South Africa and Turkey, foreign investment clearance in Australia, Canada and the USA.
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I Summary

Unique portfolio positioning Executing on long-term vision:
> Markets benefiting from solid underlying growth leadership in all segments
» Increased opportunities for technology leaders

Continuved focus on operational AMEIT@ﬁ
performance

» Reinforcement of customer-centric
organization and culture Grow faster than

> New competitiveness initiatives gaining the market
momentum in coming years

Grow profitably in
a sustainable way

Strong development levers

» Further acceleration of R&D investments,
especially in digital technologies

» Transformative acquisition of Gemalto
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| H1 and 9m 2018 results .
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H1 and 9m 2018 key figures (all prior year figures restated for IFRS 15)

9m order intake

€m

+9%()
8,849 — 9,468

9m 2017 ?m 2018

H1 adjusted net income(b)

€m

+39%

539
87—

H1 2017 H1 2018

(a) Organic: at constant scope and exchange rates

9m sales

&m +6.9%()
10,236 —» 10.873

9m 2017 9m 2018

H1 free operating cash-flow(®)

€m 216
45

-304 -272
-535

HI  Hl HI  HI  HI
2014 2015 2016 2017 2018

(b) The definition of all non-GAAP measures can be found in appendix
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H1 EBIT and EBIT margin®

&m +33%(%) 742
587

H1 2017 H1 2018

Net cash posiiion
€m +17

2,971

2,366 2,294 I 2, 3'| 1

Dec 16 June 17 Dec 17 June 18

THALES



I 9m 2018 order intake

Solid order intake momentum,
up 7% (+9% organically)

4 large(?) orders booked in Q3 2018,
for a total of 10 in 9m 2018
> Rider to MTG meteorological satellites
project (EUMETSAT)
» London subway radio system

» New tranche of French software-
defined radio program (CONTACT)

> Air defense equipment service
contract for UK MoD (Adapt)

Significant recovery of smaller
orders(®), in line with expectations

(a) With a unit value over €100m
(b) With a unit value of less than €10m
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Order intake by contract unit value

€m

8,849 —

1,745

9m 2017

+7%
— 9,468
Unit value 2,427
> €100m
€10m <
Unit value
< €100m
Unit value
<€10m
9m 2018
THALES



I Aerospace: 9m 2018 key figures

€m 9 2018 om 2017 Change
(IFRS15) )
total organic
Order intake 3,044 3,082 1% +1%
Sales 4,010 3,930 +2.0%  +3.4%

Stable order intake
» Space orders recovering from a low base

9m sales growth affected by slowdown of commercial
telecom satellite market and high comps in IFE
» Q3 growth driven by phasing effects
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I Transport: 9m 2018 key figures

€m 9m 2018 9m 20] 7 change
(IFRSTS) total organic

Order intake 1,267 976 +30% +32%

Sales 1,373 1,156 +18.7%  +21.1%

Solid order intake momentum
» 2 significant metro signaling orders booked in Q3

Strong sales growth, driven by both urban rail and main line
signaling
» High basis of comparison in Q4
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Defence & Security: 9m 2018 key figures

€m 9m 2018 9m 2017 change
(IFRSTS) total organic

Order intake 5,132 4,750 +8% +10%

Sales 5,450 5106 +6.7% +8.4%

Good order intake momentum, notably in naval systems,
tactical radios, Air Traffic Management, and cybersecurity

Broad-based sales growth: radars, combat aircraft, naval
systems, tactical radios, cybersecurity...
» High basis of comparison in Q4
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I H1 EBIT improvement driven by solid operational performance

/A\M EIT@(‘\
N
e I
€m Operational Restructuring Marketing  Reinvestment
performance expenses & sales in R&D
Naval
Group 762
+1 -22 —
5cope, -49 +11
currency and 112017+ +28
587 pensions H1 2018: +38
-17 +250
f—‘—\
Scope: -5
Currency: -9
Pensions: -3

'

H1 2017
EBIT
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H1 2018
EBIT
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I Organic sales growth sustainably above market

NB: targets excluding Gemalto

Group organic sales growth target

+4.3% |

111

2014-17 2018 2019 2020 2021

. 3% to 5%

i growth

i onaverage
over
2018-21

Iﬂves’ror meeting - 38

-

\

%,
5

Aerospace

A

Transport

Defence
& Security

Market
tfrend

~+2%

~+3%

~+3.5%

Organic sales
growth target

+2-3%

+4-5%

+4-6%

THALES



I Sustainable new round of margin increase

NB: fargets excluding Gemalto o
» Investing for the future, notably digital

» Targeting high returns on R&D investments

Increase in Additional
profitability R&D
11%to 11.5%
Increase in Additional
profitability R&D
——
+200 to
+240 bps

A
P\

2013 2017 2021
EBIT margin EBIT margin EBIT margin
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I All operating segments to contribute to EBIT margin improvement

NB: fargets excluding Gemalto

Aerospace

56

2

e

+50 to

+100
bps

10.5%

10.0% to 11.0%

2017 2021

Iﬂvesfor meeting - 40

EBIT margin targets

Transport Defence & Security
+60 Bo
+16 __]
+400 to bps
4450 11.5%
bps 1 to 12.5%
10.9%
8.0%
to 8.5%
4.1%
2017 2021 2017 2021
THALES



Strategic initiatives deliver significant EPS accretion,
with further upside from Gemalto integration

AMEIT@(‘\

€4.64

+3to +5%
organic growth
on average,
11%to 11.5%
EBIT margin

Lower
tax rate

More efficient
balance sheet

Gemalto
2018-21
margin

increase

Effective

tax rate

moving
from 31%l°)
to 23-24%

Interest rate <1%

Immediate 15-20%

A

adjusted EPS
accretion

Gemalto
synergies

€100 to €150m
recurring pre-tax
cost synergies,
meaningful
revenue synergies

P\

2017
adjusted EPS

2021
adjusted EPS

excluding Gemalto

(a) 2017 effective tax rate. 25.9% excluding one-off non-cash tax items
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2021
adjusted EPS

including Gemalto
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I Maintaining strong focus on cash flow generation

NB: fargets excluding Gemalto

Cash conversion
2014-17: turning Thales into a

cash-flow minded company &m @

> Incentives at all levels

» No compromise on payment terms @ 982

> Higher hurdle rate on capex 813 863 s

» Limited tax cash out vs. tax P&L expense 642477

2018-21: further increase in cash

conversion before one-offs

> Targeting ~90% e oreolsd  onet

» In spite of less favorable gap between tax P&L 2013 2014-17 2014-17  2018-21
expense ond.cosh out following consumption R T T ———
of net operating losses Bl Free operating cash flow et

(a) One-off items on adjusted net income: €117m non cash losses at Naval
group in 2014, €85m non cash tax items in 2016 and 2017 — One-off items on
Free operatfing cash flow: €250m of positive WCR effects booked in 2015-17
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A more efficient capital structure to support significant dividend
growth whilst maintaining financial flexibility

Improved balance sheet efficiency
after Gemalto acquisition

€bn
2017 pro forma
AUV TEPEREE) after Gemalto acquisition
3.0 o
1.9 .
J . 00 . 0.04 Dividend growth in line
: : with adjusted EPS
Net cash  EBITDA intferest
expenses _.

'2.5 . ° ° oge
et aeni  EBIDA  iorest Financial flexibility to allow

expenses bolt-on acquisitions while

deleveraging the company
Strong investment grade maintained

S&P
Moody'’s
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I 2018 financial objectives

NB: targets excluding Gemalto

Order intake Around €15.5bn
-
Sales(@) Organic growth between 4% and 5% Now targeting
>~ high end of range
EBIT(®) €1,620-1,660m() on both KPIs

(a) Compared to pro forma IFRS 15 sales of €15,228m
(b) Under IFRS 15 standard - non-GAAP measure: see definition in appendix
(c) Based on February 2018 scope and foreign exchange rates
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A strong set of focused businesses

2017 sales(€m)

Segment Sub-segment Civil  Military (restated IFRS15) Market position
Aerospace  Flight avionics o . =P TN © 0O -2 050 #3 worldwide
including cockpit avionics, communications, electrical = % ’ (fight avionics)
38% of 2017 sales systems, training and simulation £ »ol
Connected in-flight entertainment ES )
S a@ ® O ~800 #2 worldwide
(IFE) &
Microwave tubes : .
for satellite, medical, scientific and military applications o @ ~400 #1 worldwide
Space solutions #2 worldwide
for telecom, observation, navigation and exploration G Q ~2,500 (civil satellites)
Transport Rail signalling and supervision
i ~ i ~1,700 #2 worldwide
11% of 2017 sales including passenger payment collection systems . O
Defence &  Sensors and mission systems '
it including radars, sonars, optronics, mission systems for @ ‘ ~3,850 #1in Europe
securi y combat aircraft, ships and submarines, missiles and
armored military vehicles
50% of 2017 sales
Communications, command and O O 3850 #2 worldwide

control systems (military tactical
including military communications and networks, military communications)
command and control systems (C4l), civil and military .
cybersecurity, Air Traffic Management, and security . #1 WOI’|dWId6
solutions for countries, cities and critical infrastructures (air fraffic management)

Iﬂvestor meeting - 46 T H IC\ L E S




Aerospace business overview

€6.0bn 2017 sales

Global Main industrial
+6-2% 2005517 alesICA CRIIepoied) Business Units 1 9 ,000 footprint
i . Avionics employees France, Italy,
+3°6% ANLES 7 SR8 S (el Space in 32 countries USA, UK

10.0% 2017 EBIT margin

8%
Other 29%
14% ‘ MiIiT(:ry and 2?'%]:
Military institutional space Rest o
Sp4(:13c7; 36% aeronautics world
Flight avionics
GBU and other
i ft
Sales by equipment Sales by 1% Sales by 58%
solutions and services end markets Australia/NZ region Europe
43%
Space
solutions 57% N‘Io6n:?
. Avionics 14% . America
GBU 36% Commercial
13% Commercial space
Microwave Connected aeronautics
tubes in-flight

entertainment
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Commercial telecom satellites: leveraging 3 key assets

2,

to outcompete peers

Diversified geostationary
telecom satellite client base

2013-17 Thales order intake

46%

Regional
satellite 54%
operators Global
satellite
operators
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Leadership position
in constellations

;3.) iridium

Networks

GlobalStart

Globalstar 2 O3b networks Iridium NEXT
24 satellites in orbit 20 satellites in orbit 81 satellites ordered

Orbit: 1,414 km Orbit: 8,069 km 65 satellifes in orbit
Orbit: 780 km

THALES
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Commercial telecom satellites: leveraging 3 key assets
to outcompete peers

State-of-the-art solutions supported by €300m+ self-funded R&D
since 2010 - as demonsirated recently by KONNECT VHTS win

Satellite platforms that cover the full ... boosted by fully digitalized
range of needs... 5G and 6G payloads

Payload Domain

SPACEBUS NEO 200 _»-E:,

X (]
'/ . A
Tbps class / tee | 500 Gbps class

Payload Mass (Kg)

SPACEBUSNEO 100 91.@
Sp

. Flexsat Dissipation
. extension
200 2 ‘
K Broad
o 2000 4000 6000 8000 10000 12000 14000 16000 18000 20000 22000
band
N
solutions

800

Constellations

Payload Power (W)

.. and ground segments (integrated ,*‘= B B
or proposed independently)... B | 7 X N 4

HTS and
lean HTS

National satellite
system

Note: Tbps: terabit by second, Gbps: gigabit by second -
HTS: High Throughput Satellite — VHTS: Very High Throughput Satellite
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Transport business overview

€1.7bn 2017 sales

Global Main industrial
+5-0% AR L AN ), Business Unit 7 ,000 footprint

i q Ground fransportation employees Germany,
+4°9% 2014-17 sales CAGR (organic) systems in 42 countries Canada, UK

3.59, 2017 EBIT margin

10%
Passenger payment
collection systems

37%
Rest of
4 2.!% 37% world(@)
cOrzr;mUungvcg;gz Mainline 53% 47%
o Sales by signalling Urban Sales by Mainline rail 8%
solutions solutions tfransport end markets operators Europe
operators
‘ 2%
Australia/NZ "
3%
32% . Nor’rho
Urban rail America
signalling
solutions

(a) Excludes sales through non-consolidated China JV
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Transport strategy: 3 pillars

Recovery and transformation Investing in the future Global growth
Deliver current and near term Increase investment in future product Focus for growth on long-term markets
commitments policy, leveraging Group digital and large contracts
» Governance: full accountability and cybersecurity porffolio » Mainline in Europe and Asia

in the business » New route and frain conftrol > Maijor urban city markets
> Blds.& prqecf’rs: m]f]s’rerlr;g » Digital Traffic Management System > Chinese urban rail market
engineering franstormation » Mobility platform and connected through JV
» Competitiveness focus: journeys > Recurring revenue base

procurement, deployment, 5

engineering, products & solutions Data-driven operations (arfificial

intelligence and big data analytics) > Support and services
» Product policy: structured .

. Autonomous frain
approach across all projects

» Smart infrastructures (rail 10T)

Outperforming the market and
delivering an 8% to 8.5% EBIT margin by 2021
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Defence & security business overview

€8.0bn
+5.5%
+4.7%

10.9%

22%

Military
communications
and networks

2017 sales

2014-17 sales CAGR (reported)

2014-17 sales CAGR (organic)

2017 EBIT margin

15%

Sensors 82%
50% Defence
customers

Sensors and
mission

50% systems 20%
Comms, — Naval
command
& control sqle? by
systems solutions 26%
Mission
127% systems
CA4ISR systems
Civil and military

cybersecurity 10%
(<]

ATM and other
security IT solutions
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9%
Platforms and
effectors

Sales by
end markets

A\

Airborne

Global
Business Units
Land & Air Systems

Defence Mission Systems
Secure Communications &
Information Systems

29%
Land

Joint forces

7%
ATM operators
18%
47, 1% Civil
oy Critical customers
Other civil IS & cyber-
customers security

Main industrial
footprint
France, UK,
Netherlands,
Australia

34,000

employees
in 33 countries

34%
Rest of
world 50%
Sales by Furope
region of which
France: 32%
UK: 8%
1 0‘7&
Australia/NZ .
6%
North
America

THALES



Defence & security: successful international expansion

Sales by region

Capitalizing on 7 home countries: Restof 139
France, United Kingdom, World 2w SRR
Netherlands, Germany, Canada, Austalia: 10%
Australia, USA 2% Rest of World: 7%
19% 6%
40-year+ presence in export m 7%
markets with strong brand i 12
oo ° ° ° FOI"ICG' o
affiliation and customer proximity 52% .5 - UK 8%
° Other: 10%
Unique know-how in export m 10%
Qnd teChnOIOQY iranfer us defencel Leonardo I BAE I Other I Thales
peers systems European D&S
defence
peers

2017 sales by destination — source: annual reports

US defence peers: average of Raytheon, Lockheed-Martin, Northrop-Grumman, General Dynamics ex. Gulfstream,
L3 and Harris; Europe share estimated

Other European peers: average of Saab, Rheinmetall defence, Cobham
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New trends: platform interconnection, sensor data fusion,
real-time transmission enabling collaborative combat

Advanced armies are looking at collaborative combat solutions built on digital architectures, highly
connected networks, artificial intelligence-aided decision-support fo improve combat efficiency

Real time or
near-real time
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I Long-term growth of intelligent systems content in defence platforms

lllustrative value of intelligent systems in platform

Future
Mirage Rafale Combat
2000 F4 Air
System
30%
15% I l
In operc’rio'n In ;jeployme'n’r/ FU;UI’e platform

development
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New Mine hunter
mine systems vehicles
hunter + drones
30-35%

Extended

Command Scorpion Scorpion

program to all land
vehicles

35%

20-25%
" | -

In deployment/ Future platform In operation

development

25% l

In deployment/ Future platform
development
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I 9m 2018 order intake by destination

hange
9m 2017 ¢
€m 9m 2018
(IFRS15) total organic
France 2,614 2,823 -7% -7% . .
United Kingdom 568 545 +4% +5% . M'dd|6e7
Other European countries 2,112 1,737 +22% +22% Asia s France
A 28%
Europe 5,294 5,105 w% 4% Uz .
North America 1,004 900 +12% +17%
Australia/
Australia/NZ 1,346 472 +185% +208% NZ
14%
Mature markets 7,644 6,478 +18% +20%
Asia 971 1,242 -22% -20% North
Middle East 571 705 -19% -18% America Other
Rest of the world 281 426 -34% -32% A European
Emerging markets 1,823 2,372 -23% -21% countries
22%
Total 9,468 8,849 +7% +9%
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I 9m 2018 sales by destination

hange
9m 2017 ¢
€m ol At (IFRS15) total  organic
France 2,843 2,578 +10.3% +10.7%
United Kingdom 916 918 -0.3% +0.9%
Other European countries 2,266 2,155 +5.1% +5.6% ;rgynce
Europe 6,024 5,652 +6.6% +7.2% -
North America 998 923 +8.2% +11.2%
Australia/NZ 636 608 +4.7% +13.2%
Mature markets 7,659 7,182 +6.6% +8.2% .

Australia/
Asia 1,486 1,460 +1.8% +3.5% NZ
Middle East 1,093 1,016 +7.5% +9.5% sz N Other
Rest of the world 636 578 +10.0%  +12.3% :«;nerica European
Emerging markets 3,215 3,054 +53%  +7.2% ° ;:::;ntries

o

Total 10,873 10,236 +6.2% +7.9%
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I H1 2018 EBIT by operating segment

H12018 H1 2017 change

€m / % of sales (IFRS15) total  organic
Aerospace 291 10.5% 260 93%  +12%  +13%
Transport 27 2.9% 8 11%  +220% +231%
Defence & Security 444 11.8% 325 9.2%  +37%  +40%
EBIT — operating segments 761 10.3% 594 8.4%  +28%  +31%
Other (37) (33)
EBIT — excluding Naval Group 724 9.7% 561 79%  +29%  +32%
Naval Group 38 26 +42% +42%
EBIT - total 762 10.2% 587 83%  +30%  +33%

Recovery of Transport on frack

Solid performance of Aerospace and Defence & Security segments
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Evolution of net pension provision

€bn
2.8 97
2.6 i 25
2.3 0.4 0.4
0.5 0.4  Other countries
0.4
1.1 10 14 12 1.0  United Kingdom

31 Dec 14 31 Dec 15 31 Dec 16 31 Dec 17 30 Jun 18

Liability discount rate
France 1.5% 2.0% 1.5% 1.2% 1.5%
UK 3.7% 4.0% 2.8% 2.6% 2.8%
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I Summary adjusted P&L: from sales to EBIT

2017 2017 -
(restated for IFRS 15) (as reported) Difference
€m % of sales €m % of sales €m Margin
Sales 15,228 15,795 (568)
Gross margin 3,711 24.4% 3,845 24.3% (133) +0 .0 pt
Indirect costs (2,404) -15.8% (2,375) -15.0% (29) -0.8 pt
o/w R&D expenses (797) -5.2% (797) -5.0% 0 -0.2 pt
o/w Marketing & Sales expenses (1,065) -7.0% (1,036) -6.6% (29) -0.4 pt
o/w General & Administrative expenses (542) -3.6% (542) -3.4% 0 -0.1 pt
Restructuring costs -81 -0.5% -81 -0.5% 0 -0.0 pt
Share of nef resulf of equity- 139 0.9% 154 1.0% (15) 0.1 pt
accounted affiliates
EBIT 1,365 9.0% 1,543 9.8% (177) -0.8 pt
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I Summary adjusted P&L: from EBIT o adjusted net income

em 2017 2016
EBIT 1,543 1,354
Cost of net financial debt and other financial results (24) (4)
Finance costs on pensions and other employee benefits (63) (66)
Income tax (403) (314)
Effective tax rate 31.0% 27.2%
Effective fax rate excluding one-off fax items 25.9% 25.7%
Adjusted net income 1,052 971
Minorities (71) (74)
Adjusted net income, Group share 982 897
EPS: Adjusted net income, Group share, per share (in €) 4.64 4.25

2017 effective tax rate impacted by several one-off tax items,
for a total of €66m, with no cash impact
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Defence
& Security

Total

Iﬂvesfor meeting -

Organic sales growth per quarter

Q115 Q215 Q315 Q415: Q116 Q216 Q316 Q416 Q117 Q217 Q317 Q417 Q118 Q218 Q318

5 +15% +16%
T — T l T - I - . | | | , | : | : . : -_|
A%, -1% 2% -0%
B e
137, +15%  +14% +15% 7% +8% +28% t29% L1797 +19%
5 : u

+10%  +8%  +8%

E  =w
-5% 3% -3%
a +15% +15%§
+11% s : A =
: +357
—— | | | l . | . | | | - . . L
-2% -0% 1% -2%

62 THI-\LES



Historical sales and EBIT performance by segment

Aerospace

Transport

Defence & Security

Total Group

Organic sales growth

+9%

+6%
+4%
+2%

+1%

2013 2014 2015 2016 2017

EBIT margin

8.9% 10.1% 949 9.8% 10.0%

2013 2014 2015 2016 2017

Ltyeﬁorweeﬁng—63

Organic sales growth
+11%
+8%

+4%

-2%
-4%
2013 2014 2015 2016 2017

EBIT margin

6.7%

4.1%
0.7%

2.3%

-2.4%
2013 2014 2015 2016 2017

Organic sales growth

+9%

+7%
+5%

+1%

-2%
2013 2014 2015 2016 2017

EBIT margin

(-] . 01 -7/0
9.6% 10.7% 10.7% 10.9%

7.7%

2013 2014 2015 2016 2017

Organic sales growth

+6.8% *7.2%

+4.5%
+2.4%

-1.1%

2013 2014 2015 2016 2017

EBIT margin

Ol R

8.0% 747 8%

2013 2014 2015 2016 2017

Note: Group EBIT includes equity associate
Naval Group (losses in 2014)
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I Adjusted EPS and dividend

Adjusted EPS and dividend per share .
Adjusted EPS up 10% per year

4.64 '
€ 4.25 since 2012
3.89
g 332V
2.93 : 2017 dividend : €1.75 per
""" share(@)
1.75) > Pay-out ratio : 37.7%

1.36 1.60
0.88 1.12 1.12
I I I I Dividend up 15% per year
since 2012

2012 2013 2014 2015 2016 2017 > Doubling in5 years

Adjusted EPS Il Dividend Pay-out ratio

(a) Approved by the 23 May 2018 Annual General Meeting
(b) Corrected for negative Naval Group (ex DCNS) confribution (€0.57)
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Historical tfrend in cash conversion

Adjusted net income conversion
into Free operating cash flow

Six-year average: 113% @

€m

2012 2013 2014 2015 2016 2017

Adjusted netincome B Free operating cash flow

Cash conversion ratio: Free operating cash flow /
adjusted nefincome
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EBIT conversion into
Free operating cash flow

Six-year average: 72% @
&m @ 1,543

@ @ @ 1,354 ,365

1,216

927 1,011 985 954

669

2012 2013 2014 2015 2016 2017

B ERIT B Free operating cash flow
@ Cash conversion rafio: Free operating cash flow /
EBIT
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Definition of non-GAAP measures and other remarks

Rounding of amounts in euros

In the context of this presentation, the amounts expressed in millions of euros are rounded fo the nearest milion. As a result, the sums of the rounded
amounts may differ very slightly from the reported totals. All ratios and variances are calculated based on underlying amounts, which feature in the
consolidated financial statements.

Definitions

» Organic: at constant scope and exchange rates;

> Book-to-bill ratio: ratio of orders received fo sales;

> Mature markets: All countries in Europe excluding Russia and Turkey, North America, Australia and New Zealand;
> Emerging markets: All other countries, i.e. Middle East, Asia, Latin America and Africa.

Non-GAAP measures

This presentation contains non-Generally Accepted Accounting Principles (GAAP) financial measures. Thales regards such non-GAAP financial

measures as relevant operating and financial performance indicators for the Group, as they allow non-operating and non-recurring items to be

excluded. Thales definitions for such measures may differ from similarly fitted measures used by other companies or analysts.

> EBIT: income from operations; plus the share of net income or loss of equity affiliates less: amortization of acquired intangible assets (PPA). From 1
January 2016, it also excludes expenses recorded in the income from operations and in the financial result that are directly related to business
combinations (2017 impact: +€18m, 2016 impact: €+19m). See also notes 13-a and 2 of the consolidated financial statements at 31 December 2017.

> Adjusted net income: net income, less the following elements, net of the corresponding tax effects: (i) amortization of acquired intangible assets,
(i) expenses recorded in the income from operations or in “financial results” which are directly related to business combinations, which by their
nature are unusual (2017 impact: +€12m, 2016 impact: €+12m), (i) disposal of assets, change in scope of consolidation and other, (iv) change in fair
value of derivative foreign exchange instruments (recorded in "other financial results”" in the consolidated accounts), (v) actuarial gains or losses on
long-term benefits (accounted within the "finance costs on pensions and employee benefits" in the consolidated accounts). See note 13-a of the
consolidated financial statements at 31 December 2017. This definition implies the definition of several other adjusted financial measures, such as
adjusted gross margin, adjusted tax, adjusted EPS .... See page 14 and 15 of the 2018 Half year press release for detailed calculation of these other
indicators over H1 2018.

> Free operating cash flow: net cash flow from operating activities, less: capital expenditures, less: deficit payments on pensions in the United Kingdom.
See notes 13-a and 6.4 of the consolidated financial statements at 31 December 2017.
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Tour Carpe Diem - 31 Place des Corolles
92098 Paris La Défense - France
www.thalesgroup.com

This presentation may contain forward-looking statements. Such forward-looking
statements are trends or objectives, as the case may be, and shall not be construed
as constituting forecasts regarding the Company’s results or any other performance
indicator. These statements are by nature subject to risks and uncertainties as
described in the Company's registration document ("Document de référence") filed
with Autorité des Marchés Financiers. These statements do not therefore reflect future
performance of the Company, which may be materially different.

This presentation does not constitute an offer, or any solicitation of any offer, to buy
or subscribe for any securities in Gemalto. Any offer is only made by means of the
Offer Document, which is available since 27 March 2018.

This presentation is for information purposes only and does not constitute a
prospectus or an offer to sell or the solicitation of an offer to buy any security in the
United States of America or in any other jurisdiction. Securities may not be offered or
sold in the United States of America absent registration or an exemption from
registration under the U.S. Securities Act of 1933, as amended (the “Securities Act”).
Securities that are the subject of any transaction mentioned in this presentation have
not been and will not be registered under the Securities Act and there is no infention
to make a public offering of such securities in the United States.

www.thalesgroup.com
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