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Quarterly report at 31 March 2006

* The company officers were elected at the shareholders' meeting of 28 April 2004 for the period 2004-2006.
The shareholders' meeting of 27 April 2006 appointed Dario Melo and Silvio Sartori as full members of the Board of Directors and Enrico

Pian as an alternate auditor.

In the meeting of 27 June 2005 the Board of Directors renewed the managerial powers delegated, revising them for the restrictions required
by law, for the Guidelines and principles for identifying significant transactions and particularly related-party transactions and the Ethical

Code.
** Independent directors.

*#* Engaged by the shareholders' meeting of 28 April 2004 to audit the 2004, 2005 and 2006 financial statements.
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Report on operations at 31 March 2006

Introduction

This quarterly report has been prepared in accordance with CONSOB Regulation 11971 of 14
May 1999 and subsequent amendments.

The figures for the period have been prepared in accordance with international accounting and
financial reporting standards and specifically on the basis of the provisions of IAS 34 —
Interim Financial Reporting; as a result, the comparative amounts for the corresponding
period in 2005 have been restated under the new standards.

Overview of the group's results in 1st quarter 2006

The group reported another set of improved results for the first quarter of 2006, confirming
the trend already emerging in the third and fourth quarters of 2005. First-quarter net revenues
came to €276.2 million (€234.2 million in the first quarter of 2005), having increased by
17.9% thanks to the good performance of the group's main product categories and markets.

Gross profit climbed from €92.9 million to €103.4 million (with the margin going from 39.7%
to 37.4%) despite the negative trend in exchange rates and raw materials in the first quarter of
the year.

The reduction in service and payroll costs as a percentage of revenues helped produce a more
than proportionate rise in EBITDA and EBIT relative to the increase in sales; EBITDA
improved from €14.4 million to €19.5 million (with the margin rising from 6.2% to 7.1%),
while EBIT increased from €5.8 million to €9.7 million (with the margin climbing from 2.5%
to 3.5%).

First-quarter profit before taxes came to €0.2 million, compared with a pre-tax loss of €2.0
million in the same period of 2005.

The net financial position reported net borrowings of €511.9 million at period end, staying
basically the same as at 31 December 2005 (€511.4 million) even though the first quarter of
the year has traditionally been an absorber of cash. The increase in borrowings relative to the
first quarter of 2005 (€477.9 million) is mainly explained by the rise in trade receivables due
to the higher amount of first-quarter sales in 2006 than in 2005 and by the predicted increase
in inventories following the adverse trend in air-conditioner sales in 2005.

Net borrowings at 31 March 2006 also included €70.4 million in receivables securitized and
factored without recourse (€99.2 million at 31 March 2005) which, in accordance with IFRS,
have been reinstated in the net financial position even if ownership of the receivables has been
legally transferred.
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Consolidated income statement - highlights

% of % of

1st quarter revenues 1st quarter revenues Change % change

(€/million) 2006 2005

Total revenues 276.2 100% 234.2 100% 42.0 17.9%
Gross profit 103.4 37.4% 92.9 39.7% 10.5 11.3%
EBITDA 19.5 7.1% 14.4 6.2% 5.1 35.5%
EBIT 9.7 3.5% 5.8 2.5% 3.9 67.2%
Profit (loss) before taxes 0.2 0.1% (2.0) (0.8%) 2.1 (109.2%)

Profit (loss) for the period

0, 0 0,
bertaining to the group (1.3) (0.5%) 22 (0.9%) 09  (39.9%)

Consolidated balance sheet - highlights

(€/million) 31.03.2006 31.12.2005 31.03.2005

Net working capital 464.3 469.8 440.5
Net capital employed 1,096.4 1,096.9 1,041.3
Net financial position (*) (511.9) (511.4) (477.8)

(*) The net financial position at 31 March 2006 includes €70.4 million in securitization transactions and receivables factored
without recourse (€99.2 million at 31 March 2005). The breakdown is as follows:

31.03.2006 31.12.2005 31.03.2005
Net bank borrowings 441.5 398.3 378.6
Payables for assigned receivables 70.4 113.1 99.2
Total 511.9 511.4 477.8
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Group results

The reclassified consolidated income statement is summarized as follows:

o Ist quarter % of Ist quarter % of
(€/million) 2006 revenues 2005 revenues
Net revenues 276.2 100.0% 234.2 100.0%
Change 42.0 17.9%

Materials consumed and production costs o o
(services and production payroll costs) (172.8) (62.6%) (141.3) (60.3%)
Gross profit 103.4 37.4% 92.9 39.7%
Cost of services & other expenses (59.2) (21.5%) (54.1) (23.1%)
Value added 44.1 16.0% 38.8 16.6%
Payroll (non-industrial) (22.8) (8.2%) (21.7) (9.3%)
Provisions (1.6) (0.6%) 2.4 (1.0%)
EBITDA before non-recurring income 19.7 71% 14.7 6.3%
(expenses)

Non-recurring income (expenses) (0.2) (0.1)% (0.3) (0.1%)
EBITDA 19.5 71% 144 6.2%
Change 5.1 35.5%

Amortization and depreciation (9.8) (3.5%) (8.6) (3.7%)
EBIT 9.7 3.5% 5.8 2.5%
Change 3.9 67.2%

Financial income (expenses) 9.6) (3.5%) (7.8) (3.3%)
Profit before taxes 0.2 0.1% (2.0) (0.8%)
Taxes (1.3) (0.5%) 0.2) (0.1%)
Profit (loss) for the period a1 (0.4%) 2.1) (0.9%)
Profit (loss) pertaining to minority interests 0.2 0.0% 0.0 0.0%
Profit (loss) pertaining to the group (1.3) (0.5%) (2.2) (0.9%)
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The group's net revenues came to €276.2 million in the first quarter of 2006, an increase of
17.9% on the same period in 2005.

Results by business segment

Household
Ist quarter Ist quarter 0
2006 2005 Change % change
(€/million)
Net revenues 212.3 177.1 35.2 19.9%
EBITDA 12.8 9.6 3.2 33.7%
% of revenues 6.0% 5.4%
Professional
Ist quarter Ist quarter o
2006 2005 Change % change
(€/million)
Net revenues 63.9 57.1 6.8 11.9%
EBITDA 6.7 4.8 1.9 38.9%
% of revenues 10.5% 8.5%

Household

The Household division reported a major increase in first-quarter sales (+19.9% compared
with the same period in 2005) mainly thanks to growth by coffee machines, small kitchen
appliances and heating products.

Air-conditioner sales were basically in line with 2005.

Professional

The Professional division posted a significant increase in sales of water-filled radiators and
large thermo-cooling systems, which more than made up for lower sales of wall-mounted air

conditioners.

Markets
The group's revenues are broken down below by geographical area:
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1st quarter % 1st quarter %

2006 2005 7o change
(€/million)
Geographical area
Italy 64.1 23.2% 62.0 26.5% 3.5%
United Kingdom 34.4 12.5% 36.4 15.5% (5.49)%
Rest of Europe 94.8 34.3% 82.2 35.1% 15.3%
North America 21.0 7.6% 13.8 5.9% 52.0%
Japan 5.8 2.1% 4.9 2.1% 16.5%
Rest of the world 56.1 20.3% 34.9 14.9% 61.0%
Total 276.2 100% 234.2 100% 17.9%

All the group's markets reported a positive sales performance, except for the United Kingdom,
where demand continued to be weak, especially for kitchen appliances.

Europe performed exceptionally well, particularly Germany, France and other countries in
Western Europe.

The Italian market benefited from the growth in sales of kitchen appliances. The group's
principal business segments also reported higher sales in North America, Japan and the Rest
of the world.

Profitability

Gross profit, which improved from €92.9 million in the first quarter of 2005 to €103.4 million
this year, suffered from first-quarter movements in exchange rates and raw material prices and
also, to a minor extent, from a number of sales designed to shift slow-moving products.

The reduction in service and payroll costs as a percentage of revenues helped produce a more
than proportionate rise in EBITDA and EBIT relative to the increase in sales; EBITDA
improved from €14.4 million to €19.5 million (with the margin rising from 6.2% to 7.1%),
while EBIT increased from €5.8 million to €9.7 million (with the margin climbing from 2.5%
to 3.5%).

As for the results by business segment, the Household segment reported three-month
EBITDA of €12.8 million, representing 6% of revenues, having improved from €9.6 million
in the first quarter of 2005 (with a margin of 5.4%). This improvement reflected the good
profitability of product categories with higher sales (coffee machines, small kitchen
appliances and heating products).

EBITDA in the Professional segment was €6.7 million in the first quarter of 2006,
representing 10.5% of revenues, having increased from €4.8 million in the first three months
of 2005 (with a margin of 8.5%). Profitability benefited first and foremost from the increase
in margins on large thermo-cooling systems.

EBIT was €9.7 million (€5.8 million in 2005).
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The first quarter of the year closed with €0.2 million in profit before taxes compared with a
pre-tax loss of €2 million in the same period of 2005.

It should be noted that first-quarter profitability is not generally comparable with that of the
full year because sales in the first three months represent less than 20% of the annual total.

Key balance sheet figures

The reclassified consolidated balance sheet is summarized below:

Change Change
(€/million) 31.03.2006  31.12.2005  31.03.06 — 31.03.2005 31.03.06 —

31.12.05 31.03.05
Non-current assets 730.7 730.2 0.5 698.1 32.7
-Inventories 372.6 340.2 323 357.2 15.3
-Receivables 377.7 450.1 (72.4) 343.6 34.1
-Suppliers (259.2) (285.9) 26.7 (253.4) (5.9
-Other (26.7) (34.5) 7.8 (7.0) (19.7)
Net working capital 464.3 469.8 (5.6) 440.5 23.8
Tota! non-current liabilities and (98.6) (103.1) 4.5 (97.2) (1.4)
provisions
Net capital employed 1,096.4 1,096.9 (0.5) 1,041.3 55.1
Net financial position (*) 511.9 511.4 0.5 477.9 34.0
Total net equity 584.5 585.5 (1.0) 563.5 21.1
Total net  borrowings and 1,096.4 1,096.9 (0.5) 1,041.3 55.1

equity

(*) The net financial position at 31 March 2006 includes €70.4 million in securitization transactions and receivables factored
without recourse (€99.2 million at 31 March 2005).
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The financial position is made up as follows:

31.03.2006 31.12.2005 31.03.2005
Net bank borrowings 441.5 398.3 378.6

As a result of applying IFRS, the payables to factors for securitization agreements and
receivables assigned without recourse have been treated as part of the net financial position,
even though their ownership has been legally transferred.

31.03.2006 31.12.2005 31.03.2005
Payables to factors for assigned receivables 70.4 113.1 99.2
Debt thus adjusted is as follows:
31.03.2006 31.12.2005 31.03.2005
Debt adjusted for payables to factors for
assigned receivables 511.9 511.4 477.8

The cash flow statement can be summarized as follows:

31.03.2006

(€/million) (3 months)
Net operating cash flow 0.8)
Cash flows generated by changes in equity accounts 0.3
Cash flow for the period (0.5)
Opening net financial position (511.4)
Closing net financial position (511.9)

The net financial position reported net borrowings of €511.9 million at period end, staying
basically the same as at 31 December 2005 (€511.4 million) even though the first quarter of
the year has traditionally been an absorber of cash. The increase in borrowings relative to the
first quarter of 2005 (€477.8 million) is mainly explained by the rise in trade receivables due
to the higher amount of sales made in the first quarter of 2006 compared with the same period
in 2005 and by the increase in inventories following the adverse trend in air-conditioner sales
in 2005.
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Related party transactions

The effects of transactions by De'Longhi S.p.A. and other group companies with ultimate
parent companies, associated companies and related parties are reported in Appendix 1.

Subsequent events

There are no significant subsequent events to report.

Outlook for the rest of 2006

Based on its positive first-quarter trend, the group confirms its objective of increasing

revenues this year.

Treviso, 12 May 2006

for the Board of Directors
Vice Chairman and CEO
Fabio De’Longhi
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INCOME STATEMENT Notes 31.03.2006 31.03.2005
NET REVENUES

Revenues from sales and services 270 672 229 744
Other operating income and revenues 5508 4428
Total consolidated net revenues (1) 276 180 234172
Change in inventories of finished products and work in progress 29 495 50470
Raw and ancillary materials, consumables and goods (174 601) (167 408)
Change in inventories of raw and ancillary materials, consumables and goods 6286 8907
Raw materials and consumables consumed (138 820) (108 031)
Payroll costs (42 692) (41 335)
Services and other operating expenses ) (73 317) (67 723)
Contingency and other provisions (1610) (2395)
Amortization and depreciation 3) 9 775) (8 580)
Other operating expenses (127 394) (120 033)
Non-recurring income (expenses) 4) (229) (284)
EBIT 9737 5824
FINANCIAL INCOME (EXPENSES)

Financial income (expenses) 5) (9 556) (7781)
Earnings before tax (EBT) 181 (1957)
Taxes (1311 (181)
PROFIT (LOSS) FROM ORDINARY OPERATIONS BEFORE MINORITY INTERESTS (1130) (2138)
Profit (loss) pertaining to minority interests 182 45
PROFIT (LOSS) FROM ORDINARY OPERATIONS PERTAINING TO THE GROUP (1312) (2183)
EARNINGS PER SHARE (0.01) (0.01)
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ASSETS Notes 31.03.2006 31.03.2005 31.12.2005

NON-CURRENT ASSETS

INTANGIBLE ASSETS (6) 418209 418513 418 779
- Goodwill 219158 216 702 219239
- Other intangible assets 199 051 201 811 199 540
PROPERTY, PLANT AND EQUIPMENT 266293 249 030 263 842
- Land, property, plant and machinery 219 757 202 093 218 139
- Other tangible assets 46 536 46 937 45703
FINANCIAL ASSETS 8880 10 061 8865
- Equity investments (in associated companies) 6496 7304 6496
- Equity investments (other) 190 57 221
- Receivables 2194 2700 2148
DEFERRED TAX ASSETS 38616 22272 40 022
TOTAL NON-CURRENT ASSETS 731998 699 876 731508
CURRENT ASSETS
INVENTORIES (7) 372552 357237 340210
TRADE RECEIVABLES (8) 377 662 343 562 450 064
CURRENT TAX ASSETS 24223 25387 12338
OTHER RECEIVABLES 14214 13 994 19 062
CURRENT FINANCIAL RECEIVABLES AND ASSETS 2753 23 596 1662
CASH AND CASH EQUIVALENTS 9) (10) 94177 90 908 177 031
TOTAL CURRENT ASSETS 885 581 854 684 1000 367
TOTAL ASSETS 1617579 1554 560 1731875
NET EQUITY AND LIABILITIES 31.03.2006 31.03.2005 31.12.2005
NET EQUITY
GROUP PORTION OF NET EQUITY 582 606 561 730 583 781
- Share capital 448 500 448 500 448 500
- Reserves 135418 115413 110 461
- Profit (Loss) for the period (1312) (2 183) 24 820
MINORITY INTERESTS 1936 1734 1754
TOTAL NET EQUITY 584 542 563 464 585535

NON-CURRENT LIABILITIES

FINANCIAL PAYABLES 289 088 191 489 234 477
- Bank loans and borrowings (long-term portion) (10) 274711 177 082 217 823
- Other financial payables (long-term portion) (10) 14377 14 407 16 654
DEFERRED TAX LIABILITIES 16 573 16 088 16 715
NON-CURRENT PROVISIONS FOR CONTINGENCIES AND OTHER CHARGES 82 030 81157 86 435
- Employee benefits 41767 44193 42 824
- Other provisions 40263 36 964 43 611
TOTAL NON-CURRENT LIABILITIES 387691 288 734 337627
CURRENT LIABILITIES
TRADE PAYABLES 259244 253355 285932
FINANCIAL PAYABLES 319 657 402 648 456 885
- Bank loans and borrowings (short-term portion) (10) 218017 279323 313751
- Other financial payables (short-term portion) (10) 101 640 123 325 143 134
CURRENT TAX LIABILITIES 23379 13 650 25149
OTHER PAYABLES 43 066 32709 40 747
TOTAL CURRENT LIABILITIES 645 346 702 362 808 713
TOTAL NET EQUITY AND LIABILITIES 1617 579 1554 560 1731 875
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