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P R E S E N T A T I O N

Operator

Good day and welcome to the 2013 third-quarter and nine-month sales conference call. For your information, today's conference is being recorded.
At this time, I would like to turn the conference over to Mr. Pierre-Andre Terisse, Chief Financial Officer. Please go ahead, sir.

Pierre-Andre Terisse - Groupe Danone - CFO

Thank you, and good morning to all of you and welcome to this conference call of the Q3 sales. I'm here with Regis and Marion. I'm going to go
through these Q3 sales using the presentation which you have on the website, and I'll try to refer to the page every time.

I'll start with page 3 and with key facts. In fact we have chosen to run you through the usual format after a start about the key facts which have
driven the key performance, which is clearly below expectations; yet which remains solid, in particular given the circumstances.

Q3 reflects indeed two things, primarily a combination of strong underlying dynamics in most of our markets, and I will come back on that, together
with a very significant negative short-term impact of the Fonterra false alarm on our baby business in Asia and the Group overall. And this is where
I will start page 4.

So facts are reminded on the left of the page. You know them. I will just emphasize that there has been at no time any contamination of our products,
but that we obviously gave priority to the safety of our consumers, which is clearly a key business driver for the medium term, apart from being a
decision for the health of our consumer.

It's been a month and a half now since the products have been declared safe, and we have been able, during this month and a half, to take the full
measure of the consequences, both financially but also in terms of where forward. Financially, you see the numbers on the right of the page 4. I'll
go through them.

Sales, first of all, are down in terms of impact by EUR170m in the third quarter, which means 3 points, slightly more than 3 points' impact on the
performance of the quarter, and that's for two months. In Q3 we expect the full-year impact to be EUR350m for the full year, which is attributable
to the reduction of the inventory and distribution which is coming on top of sales to consumer, which are recovering but are still significantly lower
than the pre-crisis level. So that's for sales.

On the cost side, we expect the total impact to be EUR280m for the year, and this EUR280m includes EUR170m of non-recurring costs, which
includes various elements, including therefore the cost of the recall itself, including the commercial plans which are specifically designed for the
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recovery, and including, last, the non-absorption of certain fixed costs in a period of very low activity, so basically all the elements which we know
are going to impact this time but are not going to be brought forward in the future.

This means, by difference then, a bit more than EUR100m will impact the recurring operating income. And they are going to result, in fact, in a
negative impact of 30 basis points on the full-year margins of the Group. I will come back on this later in the presentation.

Last impact, the free cash flow. We estimate the impact is going to be EUR300m, which is roughly in line with the total cost impact, with some
elements of contraction of our working capital. So that's now the visibility we have on the impact. And clearly these numbers are very meaningful
and they are very unpleasant as well.

You probably have read here or there that we have been moving to obtain compensation for the damages we have suffered. We are going to
continue moving in this direction. In the meantime, our attention is however focused clearly on the recovery, and that's what is shown page 5.

Page 5, you see two things which are very important. First, on the left hand of the page, you see the evolution of our sell-outs, i.e., sales to consumers,
which dropped, as you see, very sharply in average, for the average of the eight countries, in August, as a result of consumers initially staying away
from our brands, as well as products being returned and therefore resulting in negative sell-outs in some cases.

You see that September already shows meaningful improvements, with sell-outs which have been back to 40% of pre-crisis levels, with different
level depending on the countries. But progress is in all the eight countries impacted. We of course expect the situation to continue improving
month after month as our action plans are executed.

And the action plans I'm talking about are shown on the right-hand side of the page. They consist fundamentally in three actions, and the first and
foremost has nothing to do with our sell-outs. It has to do with the reduction of the inventories. Inventories, which, given the evolution of sell-outs,
have become very significant and in fact far too high in terms of number of months in the distribution.

And our first priority obviously now is to bring them back to their previous level in terms of number of months, because this is a condition for the
sell-through to normalize. And we have started and will continue using for that promotions or possibly product exchange as a way to decrease
them. Depending on the markets, this will take, clearly, most of the rest of the year and most of Q4. But this is of course very important because
this is a condition for sell-outs, which have started recovering, to start translating into actual sales for the Group.

The second action we have been using and will continue using extensively, this is communication, and this is communication to remind consumers
that our brands are safe, have been safe and remain safe and that they can consume them.

The third and last is very important because it will help moving to not only recovery but also a better situation at the end of this crisis than the one
we had at the beginning, and this is about business development. This is about accelerating launches. This is about launching additional SKUs,
additional brands, and basically using these events as an opportunity to improve further our portfolio.

So all these initiatives are in place or will be in place. They are all designed. They will all be in place in the coming weeks and months, and they are
part of what is an organized plan to recover our positions. And we expect them to continue to drive continuous recovery of our sell-outs and, as
inventory normalizes, to translate into actual sales to our consumer. Again, I repeat, this will take place as we lap 2013, essentially, and we get to
normal inventory level.

So I thought it was important to deal with this issue and to give you this information. This is really what I wanted to say about this topic, which
obviously is key if you want to read the sales we are publishing today and understand how our numbers will be impacted in the short term, but
how as well they will continue evolving in the medium term.

I'll move to page 6 and the rest of the business, and perhaps the second big piece of news of this third quarter is that we have in Q3 very strong
dynamics, which are, by the way, reflecting our priorities and the result of our actions since the beginning of the year. And I'll take them by geography,
as is shown on the slide.
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In Europe, we deliver sales negative 0.9%, which means that we are really getting very close to the stability we are targeting. There has clearly been
a help of more than 1 point by the growth of the waters this summer in Europe on the back of warm weather conditions. But if I put aside this help,
which is part of the minus 0.9%, the rest has kept improving. And in particular, I'll come back to it in a minute, dairy has kept improving and is
continued progressing, as we have been expecting since the beginning of the year.

Second region, NORAM and the CIS, this is the second quarter double digits. We basically keep delivering against our objective in market situations
which have become a bit tougher than they were a year ago. But in these circumstances we keep delivering and basically winning the match we
have been playing.

The last region is ALMA. Of course, this is where we see the impact coming from the Fonterra crisis, a slowdown to effectively 6 points, as you see
on the chart, versus the previous quarter. The interesting part though is to note that excluding this crisis, here again, the trends remain strong. And
this is true in Latin America and in Brazil in particular, but also in Africa, in Middle East and even in the rest of Asia-Pacific, with waters and aquadrinks
in particular.

So all together, this means that, ex the Fonterra crisis, the Group has in fact accelerated in Q3 versus Q2 in terms of underlying trends. We are, of
course, knowing that only reported numbers count. And I'm not going to try and play the game of calculating backwards what would have been
our growth without the Fonterra crisis. But I believe it's very important to have a look at that because it shows that the strength of our growth
trends is present and keeps being built.

Page 7 quickly reminds you the strategy we're using for each of our business lines to develop it. It's a very clear one now. In fresh dairy, this is about
working to build the category in the many markets which have potential, and there are many, through comprehensive innovation and differentiation.
And you see a bit all the new things which have been launched since the beginning of the year on the top of the charts.

In waters we are fighting for healthy hydration, primarily through waters, but also adding some tastes with aquadrinks, and that's a winning strategy.

And in baby nutrition and medical nutrition we are leveraging our science and research to develop superior products for the specific needs of early
life, aging and will continue. We have opened, you will have noticed, this quarter a new research center for nutrition in Utrecht, which you have
on the page.

We believe these priorities are the right ones to sustainably deliver a strong top-line growth. We'll continue focusing on them in each of our
geographies to realize the full potential of our portfolio model and beyond, of course, the short-term impacts we are facing today.

So that's really the introduction I wanted to give you. I'll now go through the standard reporting formats and give you further details about the
sales evolution in each of the divisions.

We'll move to the Group first and to page 9. Page 9 therefore shows sales which are slowing down to 4.2% after a first half of 6%. This is again, as
I just commented, a reflection of strong trends but, on the other hand as well, the Fonterra crisis.

Page 10 is the bridge of sales. Both volume and value have contributed to our like-for-like growth. On the scope side, we have a positive contribution
of 3%, which reflects the addition of Centrale Laitiere in dairy, of Sirma in Turkey in waters and Wockhardt and Happy Family in baby food.

And in front of that, the currency effect has become significantly negative, with minus 7.2% versus minus 2.5% in H1, so this is almost 5 points
more. This reflects the weakness of several emerging currencies since the end of Q2, and more specifically the Argentinean peso, the Brazilian real,
the Indonesian rupiah, the Russian ruble and the Turkish lira. By themselves, these depreciations have offset the additional scope and like-for-like
growth for Q3, which is therefore stable on a reported basis at EUR5,259m.

Turning to page 11, you have the same chart for the nine months, which -- for the nine months -- which gives you sales of EUR16,317m, with
negative currency effect of minus 4.1% now, positive scope of plus 2.3% and 5.5% organic growth year to date, which is almost equally balanced
between volume and value.
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Page 12 shows that we have been delivering a balanced model for the past seven consecutive quarters, and I think this is very important as we are
moving into a period of time when we have started and will continue facing more inflation on the cost of raw materials and therefore probably
more inflation on the topic of the pricing. We are entering this period with the real will to have a balanced approach to it and to keep adding a
good balance between volume growth and value growth.

And page 13, I will not come back on the geographies. I have already commented this are. I just repeat that we see improved underlying dynamics
and that this is, of course, very positive as we have been putting this as a condition for the improvement of the evolution of the Group since the
beginning of the year.

So that's for the Group. I'll try now to move to a divisional analysis and to give you a bit more color. I'll start with fresh dairy, page 15.

Well there's a clear acceleration from 2.6% to 4.6%. And I think the very first thing to say is that this is the highest growth we have seen since Q2
2011, and it reflects the fact that we are delivering against our targets in North America, CIS and Europe in particular.

In North America, Q3 was an important quarter for us from two standpoints. One, because we have announced two transactions which both are
going to further strengthen our portfolio. This is Evolution Fresh and the partnership with Starbucks, and it is the acquisition of YoCrunch, as you
can see on the left side of the page. And these acquisitions and partnership are going to reinforce our leadership in the category.

Second reason why this quarter has been important is that we have made significant progress on the Greek, and we got very close to the number-one
position, which we actually got for a few weeks at the very beginning of October. So we are now on the Greek in a position of co-leadership, which
of course for us is a success and a great achievement by itself. But more importantly, and for the medium term, this has reinforced our leadership
of the category, which is now very solid and gives us the ability to operate with greater efficiency in the development of the category. So that's for
North America, which has kept improving.

The CIS now has been delivering a second consecutive quarter with double-digit growth, with strong performance from our key brands. And again,
this is in particular the case of Prostokvashino and Tema, with positive delivery as well of Danissimo. You can see Actimel and some other brands.

Russia, after several quarters of very low inflation and very strong volume growth, has been facing since the beginning of summer a strong increase
of the cost of milk in the region of 25% to 30%. Since then we have been passing two price increases, one in July, one in September. Both, from
what we have seen, have been well absorbed by the markets and have resulted, of course, in a rebalancing of the equation, as you can see on the
left-hand side, with a higher price/mix and lower volume contribution, which have come back to basically its level of the first quarter.

We have and we keep managing the topic very carefully. Our objective is clear. It's about protecting our margins, but at the same time it's also
about not wrecking the dynamics which we have been building for the past few quarters and few years and which we want to stay in place for the
continuous development of Danone in Russia. And basically we are doing well against these two objectives so far.

Europe last, to finish on dairy. We are going ahead on two fronts. On the right side you see confirmation that market shares and sales are stabilizing,
to a different extent by market though, but with this quarter in particular significant progresses in Spain, after France, UK and Portugal in Q1 and
Q2, which keep holding up well.

So it's clearly not over, as I've been repeating since the beginning of the year. We need to continue working. We need to continue and address
other countries. Italy and Germany in particular are not fixed yet. But overall we are really growing in the right direction, volume and sales, both
have kept showing better performance gradually over the year. And we need to continue reinventing our portfolio, which is really helping the
recovery of dairy in Europe.

At the same time we are progressing well on the cost side as well. We are in the process of implementing the EUR200m cost-saving plan, which
will have its full effect in line with what we expected. And on top of that we have taken various steps locally in different countries of Europe to
adjust our organization.

5

THOMSON REUTERS STREETEVENTS | www.streetevents.com | Contact Us

©2013 Thomson Reuters. All rights reserved. Republication or redistribution of Thomson Reuters content, including by framing or similar means, is prohibited without
the prior written consent of Thomson Reuters. 'Thomson Reuters' and the Thomson Reuters logo are registered trademarks of Thomson Reuters and its affiliated
companies.

OCTOBER 16, 2013 / 7:00AM, BN.PA - Q3 2013 Danone SA Sales Conference Call

http://www.streetevents.com
http://www010.streetevents.com/contact.asp


Last, and you see that at the bottom of the page, we have decided to move to an integrated management of dairy Europe. From January 2014 it
means that there will be a single person having authority over this perimeter and therefore helping us to go further in the integration of this
business for Europe.

So again, all that confirms that we are going in a good direction. The improvements are very solid, but we obviously need to keep working.

If you move to page 19 and the mix/price analysis, you see that the equation remains or has come back balanced. It was a bit unbalanced in Q2 as
we had been trying to, in Europe, push the volume-first recovery. And once they have proved to be recovering, we are adjusting the pricing. And
at the same time the overheat on the volume side, which we had been seeing in Russia in Q2, is clearly coming back to something more normal
or more balanced in the third quarter, which is in fact pretty much in line in terms of trajectory with what we saw in Q1.

Again, same comment as the one I've been doing for Russia applies to other parts of the world, and in particular Latin America. We have to deal
with inflation of the cost of milk. This implies a price increase, but it implies competitive price increase with a view not to break the dynamics. This
is very high in the priority and we are doing absolutely well against that.

I'll just end up with dairy, page 20, with a word on inno. You see that we keep innovating in different fronts, rolling out existing success. Danonino,
for instance, Bebe Dino has been a real good achievement in Spain. And we are rolling it out in France, Russia, Canada and Poland, with tubes as
well in Mexico.

We are launching YO-Jelly in South Africa, and that's a real big success.

Actimel continues to be an area in which we make progress, even though they are not fully visible at Group level, but in some countries, like Russia,
we're doing well.

And last but obviously not least, we are progressing on the Greek yogurt with two versions, the indulgent one. And you see an example of this one
in Mexico, which is the Griego type, the Spanish type, and the high protein, low fat with the Danio brand, and you see the example of Brazil here.
We have been launching in the UK in the first half of the year. We are going to be launching in France now at the beginning of next. And that's
starting being a real driver of the growth of dairy beyond the -- only North America.

So that's what I wanted to say on dairy, which has kept improving and we expect will keep improving.

Waters, page 21. That's an outstanding performance, I think, very much on the back of the usual growth drivers, with the emerging markets and
aquadrinks driving the growth, but on top of that a very warm summer in Europe in July and August, which has resulted in Europe growing
mid-single digits and adding to the division several points of growth. We expect, of course, Q4 to be closer to H1, so around high single, double
digits, but reflecting, of course, ongoing strong dynamics.

Page 22, we keep having a very good balance of volume and mix, with some price and a very recurring equation now, which in particular, to come
back on the mix, includes a very significant portion of mix with the aquadrinks. And that makes the model basically sustain over time and since
several quarters.

On the innovation side, page 23, again we continue innovating on aquadrinks. This is true in emerging markets, and you see examples in Brazil,
Uruguay and Mexico. But that's true as well in Europe. You see the example of Akmina, which is being launched with new flavors in Turkey.

Behind innovation, what is important as well in Evian is the work we are doing and we keep doing on the brand equity with, in particular, sponsoring
initiatives around the Evian brand.

One mention about the Evian Championship for the golf players who are on this call. This has been held this year between September 12 and 15.
And this one event has become a major in the universe and therefore with an impact in terms of media which is far greater than it used to be, and
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reinforcement of the brand equity altogether. And you have, of course, the campaign Baby & Me, which keeps being grown outside and inside
sport events. So that's for water.

I'll turn to baby, page 24. So obviously this is being hit by the Fonterra event, and I've already amply commented that and not come back on it. Just
to say that the European performance remains resilient and that we have shown again a very strong Latin America and a strong, as well, Africa and
the Middle East.

But for now, as you imagine, the focus is very much on the Asian recovery, knowing that obviously we keep innovation-wise, and this is page 25,
coming with new products to address increasingly global but also local needs in all of our markets. And you see here examples which are pretty
interesting, both Milkuat in Indonesia and Milnutri in Brazil, which are completing the range and giving it as well some further strength from a local
standpoint.

Page 26, I'm going to medical. That's a third quarter which is very much in line with the trends we have seen since the beginning of the year, 5.8%
for Q3, 5.6% for the nine first months of 2013. Europe remains soft, although the performance specifically for the quarter was relatively good versus
the previous quarters, up low single digits. And on the other hand, we have been delivering very good growth in the markets outside Europe. This
is the case of Russia, China and, to a lower extent, of the US.

We keep, page 27, building specific SKUs again to expand to these new markets. And you see examples in Russia, in Turkey and in Saudi, which are
reflecting our will to keep accelerating our expansion outside Europe to complement the strengthening of Europe.

So I will end up here for the review of the businesses and sales. I hope you have seen through this presentation that there are solid or even strong
trends throughout our businesses and the Group. And to conclude I will turn to 2013 and to page 29.

2013 sales basically evidence that the impacts of the Fonterra crisis are significant and that the action which they require from our part will take
more time than what we originally expected. And this is true on the back of certain but gradual recovery in sell-out, but also of an inventory issue
which we have to solve before we can see sell-out translating into selling.

Nevertheless, the numbers are the numbers. And they will clearly impact our guidance for 2013, as is shown on this page. On the top-line side, we
now expect top-line growth for the year between 4.5% and 5%, with a fourth quarter which will continue being impacted by the Fonterra crisis,
the same way Q3 has been impacted, but at the same time a lower weight of waters, given the low season we are entering in.

On the margin side, we expect operating margins to be impacted by 30 bps, and therefore landing at minus 80 bps on a like-for-like basis versus
minus 30 bps to 50 bps before.

And last, with respect to cash flow, we expect our cash flow to be impacted by EUR300m cash out from the Fonterra crisis, and in addition to that,
in excess of EUR100m of negative foreign exchange conversion effects, which means that our targets are now expected to deliver, ex restructuring,
EUR1.5b to EUR1.6b. That's what we expect in 2013.

Beyond this, we will of course in the coming months and quarters continue to focus on our priorities. So the first one is obviously to recover our
positions in the Asian markets affected by the Fonterra crisis. The second one is to continue working on stabilizing Europe's sales and margins, in
line with what we have been doing this year, which is going in the right direction and at the right speed. And third, keep investing and leveraging
on our growth markets and winning our battles, as we have been doing in Russia and in the US.

Given these achievements and what we have been delivering in terms of trends this year, we are confident that the strength of our business, as
well as our focusing on these priorities, which I just mentioned, will bring us to a strong, sustainable and profitable growth model. It remains our
objective. We believe we will achieve it with half-year delay, but as soon as from the second half of 2014 -- so the second half of next year.

That's really what I wanted to say about this performance of sales of the third quarter and the revision of our targets. Thank you for listening, and
we'll now go through your questions. I imagine you have some.
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Q U E S T I O N S  A N D  A N S W E R S

Operator

(Operator Instructions). David Hayes, Nomura.

David Hayes - Nomura - Analyst

Morning, all. Thank you. Two areas of questioning for me, if I can. Firstly, not surprisingly, on the China situation. Just looking at your slide 5, if I
simply average the impact on the sales profile, it looks around about 50% across the three months. You're exiting in September around 50%, which
would suggest, with your guidance on broadly the same impact of sales of third and the fourth quarter, you're not expecting any more recovery
in that sales profile, which looks conservative. I just wonder whether you can say whether the guidance you've given is conservative and whether
that is the underlying assumption and that you may hopefully do a little bit better than that.

Secondly, in that area, just in terms of the EUR110m recurring profit impact, you've talked about the exceptionals around the recall and the
non-contribution to fixed costs. Can you just be a little bit more specific about what actually that EUR110m represents and why that isn't treated
as exceptional around the event?

And then finally on this area, sorry, just in terms of the release you put out at the end of August, you obviously reiterated guidance at that time.
Can you just be again a bit more specific about what changed over the last four or five weeks which means that the treatment or the effects of the
scare is a little bit more pronounced than you thought back then?

And then my final one, on a separate area altogether, was to just pick up on a comment you made about adjustments being made at the local level
in EU dairy. I just wonder whether you can talk a little bit more specifically about examples of that and whether you can quantify what kind of
benefit to 2014 those activities will have in terms of cost savings. Thanks very much.

Pierre-Andre Terisse - Groupe Danone - CFO

You're welcome. So maybe I'll start with the bigger one, on Asia and Fonterra. Page 5 left is really showing the sell-outs. sell-outs means sales from
the retailers to consumers, so what you see is that it has improved. And what we expect is that it will keep improving.

The point is that, ahead of that, there is distribution and the pipe of the distribution is pretty full. Not that the inventories ahead of the crisis were
high, but simply the fact to have divided our sales by two, three, four, five, depending on the markets, has resulted in the inventories, in a number
of months, to increase in relative -- in a relative way from, say, one month to two, three, four or five months.

So there are some markets, and on average in markets we have several months ahead of us in terms of inventory. And it means simply that the
improvement we see or the recovery we see on the market and in terms of sell-out is not translating into a recovery in terms of our actual sales.

This is why we expect the impact to keep being the same in Q4, because we keep -- we expect, sorry, that we'll keep improving gradually, as we
have seen in September, and again, depending on the markets, there are different speeds, but we expect to keep improving. That's what we have
been seeing so far and what we think will continue taking place.

But until we have emptied, somehow brought back the stock to a normal level, we won't see the effect of that on our sales. And fundamentally,
given the number of months of inventory we believe there is in the trade, we don't think there will be a meaningful impact on our sales before the
end of the year. Hence what you see as no improvement.
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The no improvement is not so much on the side of the consumer; it's more on the side of making sure that the inventories are going down. And
our priority, to be precise, is to have them back to a normal level before the end of the year, because it's obviously very important that we can start
2014 in a manner which is as clean as possible.

I'll jump, by the way, to your question three, which is why in August, September, we come and say we expect that we can contain the impact and
why not a month and a half after. The answer basically lies in the coupling of the speed of the recovery and the size of the inventory, which when
you measure it very precisely and when you see the actual, is distorting the path of recovery, the speed of recovery and in effect what we can do
or what we should do in terms of management of the top line, the inventory, but also the operating income.

About the EUR110m, this is basically two things. This is the margin lost on sales which we are not going to have, and these are the costs which are
costs of the business, which are going to be continuing next year. So basically everything which is likely to continue next year, except that, of
course, we expect sales to be re-increasing.

And, by contrast, what we have been isolating in exceptional is everything which is either directly caused by the incident or costs which derive
from the fact that we are with a level of activity which is extremely low, caused by these incidents. One of the ways could be to have a look at the
whole thing in a global manner and say that this is all non-recurring because the Fonterra crisis is, by definition, something which is not going to
reproduce every year.

We yet have to be careful about the fact that we'll have some embarked effects on next year. And given that we'll have some embark effects on
next year, these effects, we cannot consider them as exceptional because we'll have to deal with them at the beginning of next year at least. And
this is part of the EUR110m.

So that's for baby. I hope it helps a little bit understand the way we have been and we keep managing the issue, with again one core priority, which
is let's clean that as much as we can before the end of the year so that we can start 2014 best possible manner and we can keep refocusing on
developing our brands, which is far more important than spending time on something which is big but creates no value altogether.

On dairy, I've mentioned local adjustments. You remember that we had said that we had a global issue of cost in Europe which hold for a global
answer, and that was a EUR200m cost-saving program that we did not believe we had a global topic of overcapacity, but that we may have in some
places, and we will be treating them locally. So that's what we're doing.

We closed Sevilla -- we announced the closure of Sevilla at the beginning of the year in Spain. We have seen in two or three places this quarter,
setting dairy factories in a way which is responsible and sustainable, but which altogether are going to decrease our total capacity. And in these
countries, in the countries where we have done that, brings us back to a more sustainable equation with respect to the sales we are seeing.

No hide impact. We don't want to enter into that debate or reporting, I would say. I can say that part of the global effort of improving the cost base
of dairy and the capacities and the efficiency of dairy in Europe, which, alongside with the reshape of the portfolio, is bringing us progressively to
the right points.

David Hayes - Nomura - Analyst

Okay. Thank you. Sorry, just to come back on one point that you made. Just on the EUR110m, should we think about that as almost a provision
brought forward for costs that you intend or you think you will incur through into next year? Or should we think about the EUR110m being a current
cost in the second half that you will repeat in the first half of 2014? Thanks.

Pierre-Andre Terisse - Groupe Danone - CFO

No, no, it's current cost. It's current cost. It's basically two things. It's sales plus the margin. So by definition, depending on what sales we don't have
or we do have, this is going to change in the first part of next year, but it's basically a function of sales. And this is about cost of -- recurring cost of
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making the businesses function, which we had last year, we have this year and we'll have next year. But it's in no way a provision covering next
year.

David Hayes - Nomura - Analyst

Okay. That's great. Thank you very much.

Pierre-Andre Terisse - Groupe Danone - CFO

Thank you, David. Next question?

Operator

CelineB Pannuti, JPMorgan.

Celine Pannuti - JPMorgan - Analyst

Yes. Good morning. I have -- my first question is on this slide 5 that you show. Can you say how it looks in China specifically? Can you also say in
this EUR350m hit, can you break down what is China versus what is the rest of Asia? And my feeling is that maybe what has happened with Dumex
and the recent headlines on the bribery have probably not helped, and I'm feeling that maybe China has a much worse picture than what you're
showing here on page 5, so if you could comment on that.

And then, on the EUR110m you are talking about -- so, in fact, my second question is on 2014. You're saying that basically it's taking a bit more
longer than a bit more longer than you expected in August. Now given what you know, and we are mid October, what kind of impact should we
look at in the first half of next year? Is EUR350m -- shall we half that to be a guide for the hit we will see in the first half of next year?

And how do we look at H2? I understand that you said that you're expecting to go back to a profitable growth equation in the second half of the
year. Does it therefore mean that we will see margin pressure still in H1 next year?

And lastly, can you update a bit on what's happening on the tax side, please, given the recent announcement in France? Thank you.

Pierre-Andre Terisse - Groupe Danone - CFO

Thank you, Celine. On the tax maybe to start with. There's been recently in France, and when I say recent, this is since summer, a lot of debate and
movement but no real surprise versus what we had in mind before summer and no real degradation versus the impact we have been seeing in the
second part of last year and in the beginning of this year. So the reality is that, taking into account the fact that this new EBE tax or EBITDA tax has
been rejected, it doesn't move our tax metrics. And we still expect this year and next year to be running at a tax rate of 30% approximately. So no
real change on that.

On China and Asia more globally, so of course if you take the eight countries, China is a significant stake of the sales of these countries pre-crisis.
Basically ballpark, it's 50 China, 50 for the rest of the countries, which includes New Zealand, Australia, Malaysia, Thailand and a few others, but not
Indonesia. So China, in this story, is the main impact if you take country by country.

So looking at the chart, there are pluses and minuses country by country. And China is, with New Zealand, one of the two countries which are going
up a bit slower. Difficult to say whether there is any relation with what you have been mentioning, all the subsequent events in China, because at
the same time, as I said, there is another country, which is New Zealand, which is as well below the average. And then there are countries which
are above average. I have Thailand or Malaysia specifically in mind.
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So I would not tend to see China as being a too specific case on that. Yes, we have had other question marks which have been brought by the
media and the authorities recently and we are dealing with them. But I don't think we can conclude that this is merging with the Fonterra crisis
and making China something very, very specifically negative. It is a big part of the cake and it is a bigger part since it's below average.

One specific comment about China though, the shape of the curve you see on page 5 is valid for all countries, including this one, i.e., August was
a very low point. This has created a significant topic of inventories which we are in the process of solving. And at the same time September is
showing progresses and is showing progresses week after week after week. So it's as well in terms of sell-out going in the right direction.

As for 2014, a few answers to your question. The first one is that the remaining impact or the impact for the remainder of 2013, as has been
September, will be again amplified by the inventory issue, i.e., we expect inventory to be back to normal at the end of the year. So until the end of
the year we'll effectively be selling much less that we are selling out to consumers.

From the beginning of 2014 this should evolve and therefore we should see sales coming back. And we're not expecting them to be at 100% or
80% at the beginning of the year, but we're expecting them to progressively translate into selling for Danone.

I don't want at this stage to comment on what we expect in terms of million euro impact on sales, neither do I want to comment, by the way, on
the global shape of 2014 because, as you know, we're in the process of building it and, given the circumstances, it's even very important for us to
really assess well what we will be building for next year.

There's however a few things which can be said. The first is that we'll have a high comparison base in H1, and this is true both in terms of top line
and in terms of margin. And we'll have conversely a low comparison base in H2, and again this is true in terms of top line and in terms of margin.
So we know that we will have a very unbalanced year with a weak H1 and a strong H2.

Second comment. Because of what I just commented and assuming that the rest of the business keeps doing well as we are seeing, and this is what
we are trying to keep achieving and growing, from H2, but obviously not H1, we expect to be back, as I said, to a strong, sustainable, profitable
growth model. This means that objectively the Fonterra story has impacted us by six months basically in terms of delay in reaching what we wanted
to do.

Third, at this stage, if I look at all the parameters and I try to project next year I don't foresee margins being down altogether next year, i.e., taking
H1 which is going to be negative and H2 which is going to be positive. Overall I don't think our margins will be negative next year and I don't think
our top line will next year be lower than the one we're expecting to deliver this year.

That's what I can say at this stage. And again, I think it's a bit too early to go further. We need to make our work, to build the budget and the
commitments and the means of the business for next year and then we'll come back to you with more details at a later stage.

Celine Pannuti - JPMorgan - Analyst

Right. Thank you. Can I just ask on this Dumex news that we've seen, I think it was yesterday, so I understand that your Head of China will be
changed, but does it mean that there is a risk that you could incur some fines? What's the next step regarding that, please?

Pierre-Andre Terisse - Groupe Danone - CFO

The next step is the last step, i.e., we have been launching an inquiry. What we have found is that we were trying to implement positive policies,
but there has been some misapplication of these policies in certain regions and by certain people. We have, as a consequence of that, decided to
take measures against these people and to change a few of them. We have decided as well to reinforce our management, not by taking away the
GM of Dumex, he's going to stay in place, but by adding more governance and adding one more person in particular. And that's it for us.
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There may be further developments because we're in a country where media can pop up and come with news. But basically for us there is no next
step after that. We need to keep working and to keep understanding fully what has happened and to keep riding the consequences.

Celine Pannuti - JPMorgan - Analyst

The next step, I meant from a regulatory or whether the Chinese government will step in and maybe give you a fine or something like that.

Pierre-Andre Terisse - Groupe Danone - CFO

Well I won't comment on that.

Celine Pannuti - JPMorgan - Analyst

All right. Perfect. Thank you so much.

Pierre-Andre Terisse - Groupe Danone - CFO

Merci. Next question?

Operator

Jon Cox, Kepler Cheuvreux.

Jon Cox - Kepler Cheuvreux - Analyst

Yes. Good morning. Thanks for taking the call.

Pierre-Andre Terisse - Groupe Danone - CFO

Hi, Jon.

Jon Cox - Kepler Cheuvreux - Analyst

Yes, good morning. Just a couple of questions for you, the first one on the EUR200m savings in Europe. I'm just wondering how much you think
could drop and we'd actually see that? Are you thinking maybe half the savings can be retained or you're aiming for all of the savings to be retained?
That's the first question.

And then the second question on this recurring EUR110m and what you're -- you're referring that some will be in Q4 and some will go into next
year. What is your best guess for 2014? Are you thinking that recurring will be EUR60m, EUR70m given what's happening in China overall, i.e., the
pressure on prices, the investigation going on?

And obviously what I'm trying to do is think, well, you have the EUR200m savings. Maybe you retain EUR100m. And the issue in China will cost you,
say, EUR50m. Then net-net your operating margin could be up by EUR50m. That's what I'm trying to get to, but I wonder if you can give any sort
of guidance on that as a first question.
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Pierre-Andre Terisse - Groupe Danone - CFO

Okay. And the second?

Jon Cox - Kepler Cheuvreux - Analyst

Yes. On the second one, it's actually you seem to be really going through quite a large restructuring operation in Europe, and I know you previously
said the supply chain wasn't being touched, but given what you did in Spain with that factory closure and now you're talking about further
integration of the management. You've mentioned that you've got EUR200m savings potentially coming through. Are we going to see actually
maybe a bit more savings than maybe the market is anticipating there and the program can actually deliver maybe EUR300m down the road rather
than the EUR200m?

Pierre-Andre Terisse - Groupe Danone - CFO

Okay. Useful to have them both because I can take them together. So let's separate the issues. It's great to try and compensate one with the other
but I would definitely keep them separate.

On the EUR200m, the idea is that, out of that, EUR150m is going to flow to margins directly. And actually there will be some of it as soon as this
year, the bulk of it next year, and maybe a residual part in 2015. So three-quarters, 75% of the cost savings are going to flow to margins directly. It
doesn't mean that the margins are going to increase by EUR150m, but that's a cost saving which will come with all the other elements on the other
hand, all the other elements being the evolution of the business, being the deleverage in Europe.

You have seen that we're improving in Europe but we still have a negative top line. We still had the negative evolution of margin in the first part
of the year because we have deleveraged. So the EUR200m and the EUR150m specifically in this case is one of the instruments to try and stop the
deleveraging of Europe, to decrease the cost base and to allow for the stabilization of the top line, at some stage to translate into margin improvement.
But we are not there yet.

The EUR200m is clearly what we are trying to deliver. Now, on top of that, you're right to say that we are taking different initiatives to go beyond,
so in terms of strimming down the costs and trying to find better efficiencies. We have not and we are unlikely to come with a specific plan of cost
saving which will be made publicly, but it's more going to be now part of an ongoing process of we cut costs, we decrease the cost of the organization,
we increase efficiency, we reinvest part of that to sustain brand and therefore we stabilize top line, then we grow top line again. And top-line growth
again is going to give us some leverage, etc., etc.

So that's more the way that you should think about what we're trying to do in Europe. And really it is get out from a vicious circle, which is the circle
when you have less sales, this is creating deleverage, this is pressing on margin, therefore you have to consider you have less money to spend
behind the brands and so and so.

We are trying to invest, and EUR150m to EUR250m is really part of that and is a strong instrument of that. And of course we are going to be going
beyond that. And hopefully we'll get into a positive circle from sometime next year or at the beginning of the following one. But we are really going
well in this process now. Although, as I said, we have done some things but there are other things and other countries in particular which need to
be fixed.

So no possibility, in fact, to mix things and to think that the EUR200m is going to come in front of the EUR110m. The EUR110m is, by the way, new
and, to some extent, not something which we'll have forever. The EUR110m is, as I said, composed of two things. It's composed of the cost which
we had and will keep having over time, so basically the effect of the deleverage until we have completely recovered our sales. And it's the lost sales
and therefore the lost margin.
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So what we expect, of course, is that from the time we have solved the inventory issue and we see the consumer coming back to our product
gradually, this will have a lower and lower effect on the margin lost and therefore on the EUR110m. But as I said to Celine, I'm not prepared at this
stage to enter into further detail on that for 2014, because there's a lot of things we need to keep working on before we can get with reliable
numbers.

The only thing, again, is looking at 2014 from a macro standpoint. We know H1 is going to be under pressure, top line and margin. H2 is going to
be very strong top line and margin. And overall I'm not expecting margins to be down for next year.

Jon Cox - Kepler Cheuvreux - Analyst

I wonder if I can just follow up on that with regard to the EUR200m figure, and then you're talking about EUR150m. I'm just trying to get an
understanding of what potentially will drop and we will see in terms of margin improvement there?

Pierre-Andre Terisse - Groupe Danone - CFO

For what, sorry?

Jon Cox - Kepler Cheuvreux - Analyst

So you mentioned EUR200m and don't just assume that that will drop and we'll see a EUR200m improvement in the operating margin. Then you
started to talk about EUR150m. I'm just confused.

Pierre-Andre Terisse - Groupe Danone - CFO

Sorry, Jon, maybe I'm not clear enough. The EUR200m and the fact that only EUR150m is going through margin has been on the table I think from
the very beginning, and that's a matter of construction. And the fact that the EUR150m cannot be taken as the margin will increase by 150 has
been in my view as well on the table since the very beginning because it's, first and foremost, coming in front of deleveraging. And deleveraging
remains present in dairy.

When we talk about improvement we don't talk about growth; we talk about signs of stabilization. We talk about stabilization. But we are not yet
generating growth, neither being stable in dairy Europe. We are at this point of the story for several countries. We are getting close for some others.
We are not there yet for some others. And therefore we have in average in dairy Europe still today deleveraging, negative leverage.

Jon Cox - Kepler Cheuvreux - Analyst

Yes, I understand that. But obviously we're very close to the tipping point and as a result we must be closer to getting that EUR150m coming
through to margin. Obviously I know you don't want to -- you're reluctant to commit to 2014 but the --.

Pierre-Andre Terisse - Groupe Danone - CFO

Sure, we're very close. And basically we are nine months close.

Jon Cox - Kepler Cheuvreux - Analyst

Yes. Okay. All right. Thanks very much.
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Pierre-Andre Terisse - Groupe Danone - CFO

You're welcome.

Operator

Warren Ackerman, Societe Generale.

Warren Ackerman - Societe Generale - Analyst

Good morning, Pierre-Andre. It's Warren Ackerman here at SG. I've got two small questions and then two bigger questions. The first one is just on
A&P spend. A&P was down 40 bps in H1 for the Group. Given money that you're spending to reassure consumers in baby, what should we be
assuming for Group A&P in H2?

And the other small one is just on dairy inflation. Can you update us on your assumptions for dairy inflation in H2 and any early thoughts on 2014?

And then on the bigger question. The bigger question really is just going back to Dumex. Do you think there's going to be any write-downs on
inventories on Dumex on the carrying value of the brand or on inventories within China? And I guess the question really is how badly do you think
the brand has been damaged in the eyes of consumers and how are you assessing the brand health of Dumex? I guess I'm thinking beyond the
short term, the long-term impact on the brand equity of your key brand in China.

And I guess the question really is are you assuming that the growth actually gets back to the previous run rate? Can it go back to 100% or do you
think that's unlikely to happen because the brand equity has been more severely damaged in the eyes of Chinese consumers?

And then just finally on dairy, just going back to dairy. We've talked a lot about baby but not so much about European dairy. Can you say what's
happening specifically in Spain? Obviously there's been more positive news there in Spain, perhaps with reference to your market share in that
country.

And then on the price points, are you happier now with the price points in some of those challenged markets in Europe? I think you said Russia's
also getting a bit more difficult, because when I look at the numbers it seems like the volumes were much lower than consensus for the quarter,
but the price mix was much, much higher. So any comments about that would be useful. Thank you.

Pierre-Andre Terisse - Groupe Danone - CFO

So that's a full set of questions. So I'll try and address all of them as much as I can. I'm not necessarily going to make you very happy on the A&P
side because my answer will be very simple. I don't know what globally it will mean, A&P. By the way, the recovery plan in China, because these
expenses -- all expenses to recover brand are going to be specifically isolated with respect to the crisis and therefore will not show in the recurring
element of the Group.

On A&P, just a few comments, and I hope in the full year we can come back with the right presentation to show you what I'm going to say. A&P is
a false topic globally. It is a relevant topic on a market-by-market basis. And what we need to make sure is that in the US, in Russia, in Brazil, in
Indonesia, in China, in all the markets in which we grow, we have the right level of inventory. And given the growth rates we see, I have frankly no
reason whatsoever to worry about that. So on these markets we need to make sure we have the right A&P, and I think we do given the growth we
are delivering.

By the way, the rate of A&P in these markets is lower than the one we see in the non-growing and even decreasing markets of Europe. Why? Simply
because we keep spending more in Europe in A&P as part of a model which is basically not completely working any more. We used to have a model
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which was the Activia/Actimel model, with specific claims and a lot of spending on the television side to communicate these claims to the consumer.
We know this model is not working anymore and therefore there is a negative mix effect somehow, i.e., television is less efficient. We need to spend
less. We probably even spent too much on that yet today, but on a proportion of sales which is decreasing. So reading the total A&P basically is
meaningless.

And again, with Regis, we are going to come back to you with some more analysis at the end of the year to show you the way we manage that and
why. I have absolutely no concern with the minus 40 you have been mentioning in your question.

So sorry, I was supposed to be short on A&P. I was long, but it's important to have that in mind. A&P is a topic we don't run globally and I have
absolutely no concern with the numbers we have been seeing, by the way not only last quarter or last half but even before.

Warren Ackerman - Societe Generale - Analyst

But Pierre-Andre, can you at least say how much is A&P going up in Asian baby food? How much more money are you spending in Asia to reassure
consumers? Is it a doubling of the spend?

Pierre-Andre Terisse - Groupe Danone - CFO

No, I'm not going to be so specific. Sorry. Sorry for that.

Warren Ackerman - Societe Generale - Analyst

Okay.

Pierre-Andre Terisse - Groupe Danone - CFO

Dairy inflation. What I can tell you is that for the year, we expect dairy inflation to be around 10%, which is significantly higher than what we were
expecting at the beginning of the year and what we have been able, thanks to the strong dynamics of the business, to compensate, and of course
ex-Fonterra, which is making us revise the margin guidance. But ex that, we basically have been able to compensate.

We have been able to compensate twofold or threefold, A, by some more productivity; B, by strong volume and value growth in the different
markets. And this is true in dairy, but also in the other business lines. And last, because have started moving, and that's since basically the end of
Q2, to selective price increase, and in particular this is true in two markets. It's true in Russia and it's true in Latin America.

So a word about Russia. We are back to, as I said, a level of inflation of the cost of milk which are close to 25%, 30%, which basically is comparable
to what we have been facing two to three years ago. The difference is that we have, of course, a higher margin level which is giving us more flexibility
to absorb it. We have a stronger management and we have stronger brands. And as a result we have decided to deal with this in a very progressive
and selective manner.

We passed in Russia two price increases, with past one in June and one in September. And the volumes of course are not as buoyant as they were
before. You can see on the chart in the presentation somewhere that we had record volume growth prior to that. But they are at levels which we
feel are the right ones to continue developing the business this year and the following years. So we are going through this episode of increase of
the cost of milk, passing price increases, and passing them in a way which we believe is sustainable.

The same applies to Latin America, where we have been passing price increases in Brazil. We have been passing price increases in Mexico. And
there is one country in which it's a bit more difficult than in the others, unsurprisingly, and this is Argentina. But of course the context is very specific
even though it's a high-inflation context. But in the rest of the market we are going to do that.
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What you see on the page of dairy, which is page 19 of the presentation, is that indeed we are rebalancing the equation and we are coming back
to an equation which is positive in mix/price, positive in volume. Fundamentally not so different from the one we had in Q1. And if you take Russia
alone, to me this is far more healthy to have an equation composed of some volume growth and some value growth, rather than to have only
volume growth which is basically overheating.

So we are going in this direction. I expect, of course, volume and value to continue being positive, with value increasing a little bit. But we are
extremely cautious about the way we manage this equation, and I believe taking the right decision.

Warren Ackerman - Societe Generale - Analyst

Okay. And Dumex?

Pierre-Andre Terisse - Groupe Danone - CFO

I'll move to Dumex and the brand. Well, the big advantage of Danone in baby food is that we have many brands. We have Dumex -- I'm talking
global now. We have Dumex. We have Aptamil. We have Nutrilon. We have Gallia. We have Cow & Gate. We have Milupa. We have many brands,
many brands with different positioning but almost all of them with a very strong equity. So we can use that. And we have already been using that
and we'll continue using it. So your question is relevant, but at the same time the way we look at that is not necessarily having in mind only one
brand.

Warren Ackerman - Societe Generale - Analyst

Okay. But Dumex is 75% of your Chinese sales though. So whilst you might be able to increase the other brands, it's still by far the biggest brand.

Pierre-Andre Terisse - Groupe Danone - CFO

We have several tools to operate on the market. I'm not saying that Dumex is not one of them; it's of course a very important one in that. But we
have several tools. And depending on what we see in terms of reaction of the market, we'll be using one tool or the other or some others. And, by
the way, we have the ability to keep segmenting the market. We have done it well in the past few years. This is something which we can do, i.e.
create line extensions of Dumex and/or of other brands. So we have this flexibility.

To me and to the management of baby, the most important is that -- what they have in mind is basically how do we get stronger from that. With
all the means we have, with the fact that we have the ability to accelerate, we have the ability to change a number of things, how do we make sure
that in one year's time we are not at the same level as before, but we are stronger. And stronger, frankly, I don't know whether it means that Dumex
is going to be higher, that Dumex is not going to be higher or whatever. It doesn't matter. What matters is that we have in the spirit to be stronger
and that we have the means for it, and I believe we have the means for that.

As for an impairment of the brand, I have no concern at this stage. And as for inventories, well, dealing with inventories to make sure that they are
going down, there are a lot of different ways to do them. One of the ways is to buy them back and to write them down. One of the ways is to
promote. This is basically [encapsulated] in the numbers and the impact I've been giving you today.

Warren Ackerman - Societe Generale - Analyst

Okay. And just going back to the question on dairy in Europe, inflation, inflation in Russia. Is there inflation in European dairy? Are you thinking
about actually taking pricing up in some of the Western European markets because of inflation?
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Pierre-Andre Terisse - Groupe Danone - CFO

There will be, but in a very, very limited and selective manner because there is no real possibility to pass that.

Warren Ackerman - Societe Generale - Analyst

Okay. Thank you.

Pierre-Andre Terisse - Groupe Danone - CFO

Really essentially no.

Warren Ackerman - Societe Generale - Analyst

Okay. Thank you.

Pierre-Andre Terisse - Groupe Danone - CFO

Thank you. Alain, I think.

Operator

Alain Oberhuber, MainFirst.

Alain Oberhuber - MainFirst - Analyst

Yes. Good morning, everybody. A short question and a long one. The short question is about Russia. How much of the traditional Danone brands
now are going through the former Unimilk distribution? If you give us a mix about Unimilk products and Danone products.

And then on the US, a very strong growth rate there. But don't you see or expect an increase in competition given that a big competitor just has
launched a new Greek yoghurt? So could you elaborate a bit on the fresh dairy market in the US?

Pierre-Andre Terisse - Groupe Danone - CFO

Yes. I'll start with this on the Greek. So since the beginning of the year, and basically capacity, sufficient capacity being in place at everybody's end
to sell what they want, we have been moving to a slightly more or a bit more competitive market. Basically we had a market with a low level of
promotion until the end of last year, because not having capacity, it was unreasonable for people to use too much a promotional tool. And today
everybody has capacity and we have a normal promotion level.

When I say normal, it means that we are back to a level which is one we have been knowing on the dairy industry for many years of presence on
the normal yoghurts. So from that perspective there is a bit more competition and there is a bit more pressure, I would say, on price. But this is
what I would qualify as a normal pressure.

In this environment we have been capable to keep progressing on the Greek, which I think is a real good achievement. And this progression has
been boosted a bit towards the end of the quarter by a recall which one of our competitors had to operate, and therefore this has helped us during
the last [month] to mark our co-leadership. What we see today is that this competitor is obviously trying to come back a little bit and using a bit
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more the promotional tool, which is fair. No worries over the medium term for a segment which keeps developing and keeps driving the growth
of the category. So I hope it answers a bit your question.

On Russia, it's very difficult to answer your question because the reality is that we have one company only now. So when you ask about what
percentage of Danone products are distributed in Unimilk distribution, the answer is 100% because the distribution has been unified. And, by the
way, we're in the process of leveraging it through an alliance with Norbert Dentressangle, which is a logistic operator in Europe, and is going to
make -- to open distribution -- our distribution to new customers, obviously not competitors of Danone, but new customers, and therefore decrease
the total cost and increase the total efficiency of distribution.

But fundamentally, all products of Danone and Unimilk are distributed in the same channel. And we have, by the way, an organization which is
not at all anymore an organization by brand, but is more an organization by region, with six or seven -- seven regions in fact in Russia, which are
selling, each of them, all the portfolio of products, including Activia, including Actimel, Danissimo but also Prostokvashino, Tema, [Aktyal] specialty
and some others.

On the brand performance, what I can say is that Prostokvashino remains the most important in terms of performance, not only because this is the
bigger part of the portfolio, the number-one brand in the portfolio, and, by the way, the number-one brand on the dairy market in Russia, but also
because we use it to as well integrate all the market entry brands and therefore it's growing and generating some positive mix within the portfolio.

Tema is crossover baby and dairy and is growing very well. But Actimel, for instance, has been delivering good growth. Danissimo, 8%, as you can
see on the slide. So all brands basically are contributing positively.

Alain Oberhuber - MainFirst - Analyst

The question was more in the direction then about the margin mix, let's say if your traditional Danone brands, let's put it that way, had higher
margins than the Unimilk. So I could assume, given that there is a good trend of Activia/Actimel in that side, the overall Russian EBIT margin is
improving then since H1?

Pierre-Andre Terisse - Groupe Danone - CFO

Yes, it is, knowing that what we are trying to do, and that's very important for you to keep in mind, is we are trying to have a balanced approach
towards the high inflation we are facing, on the one hand trying to protect our margins or protecting our margins, and on the other trying not to
break the tipping point which would have a negative impact or a too negative impact on our volumes. So that's the trade-off we have been doing
and will continue doing until the end of the year.

The good news is that we're in a position to do it when three years ago we were not in a position to do it, because we did not have an integrated
management, first point; and secondly, more importantly, because we did not have the strength of the brand equity and the level of margin we
have today. But yes, essentially the mix continues playing in the right direction; that's absolutely true.

Alain Oberhuber - MainFirst - Analyst

Thank you very much.

Pierre-Andre Terisse - Groupe Danone - CFO

Thank you. And we'll take a last question, if you don't mind.
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Operator

Jeremy Fialko, Redburn.

Jeremy Fialko - Redburn - Analyst

Hi. Good morning. Jeremy Fialko at Redburn here. Thanks for taking the question. A couple of questions from me. So the first one is on your European
dairy volume growth Q3 versus Q2. When we look at the slide on that it shows that there was actually a very, very modest improvement in your
rate of volume decline in Europe in the third quarter. Now I would have thought that given the comparisons are getting a lot easier, does that not
mean that you are still seeing a reasonable sequential worsening in your European dairy volumes? And I suppose the question is when do you
think you can actually get those volumes sequentially stable?

And then the second question is on your overheads in Asian baby food. Are you essentially keeping all of your sales personnel and your infrastructure
in place in those Asian dairy markets or are there any areas where you will cut back on your infrastructure or in your fixed costs a little bit given
how badly your sales base has been affected? Thanks.

Pierre-Andre Terisse - Groupe Danone - CFO

That's a very good question which I had not mentioned or commented. Indeed we are as well taking measures to adjust the level of costs and fixed
costs and overheads in our baby Asia. And in the EUR170m of one-offs we have some, not a lot, but some elements of cost adjustment indeed to
limit the cost base given the fact that the activity is there. So it's not huge, but it's part of the game and the adjustments we are doing.

On the EU dairy, just coming back on the slide, sorry. There are two elements of answer to your question. The first is talking geography. And if you
look at the market shares below, you will see that Spain, Portugal, France, UK basically have stabilized and/or have been increasing. So in terms of
market share we're going in the right direction in these markets.

And then depending on the evolution of the categories, which remains negative in most of these countries, they translate into sales which are
slightly negative or slightly more. But there are two countries which are definitely negative in terms of evolution of market share, and this is Germany
and Italy. And that's -- these are countries which we need to fix as we move forward, and so far it has not been the case.

So it explains why we are not progressing faster in terms of a recovery. But since the beginning our approach has been let's take the countries and
the markets one by one and try to put the right answer. I think Spain was a very important one because, from a size standpoint and even a profitability
standpoint, this is a key one. Now we'll have to move with the others.

The second reason is that we have been, in Q2, specifically using in what I would qualify a heavy manner the price adjustment and promotional
tool, which, if you look at the chart, resulted into a real strong improvement of our volumes, but at the same time a negative pricing which was
bigger in Q2 than it was in Q1. And we have done that knowing that once we had moved to better volumes we would have to as well stabilize the
pricing element.

And that's what we are doing in Q3. Q3 is not showing significant volume improvement, but is showing value improvement. And it means therefore
that if you go from Q1 to Q3, we are changing the equation; we have done it instead, but we are changing the equation.

We'll continue going in this direction. So there may be some more volume, some more value quarter by quarter, depending on which quarter. It
depends on which country, at which stage, which product we are taking. But essentially we want to make sure that we are not improving one or
the other, but both, quarter after quarter.

So to answer the underlying question, no, there is no suggestion that we are passing price increases which are damaging the volumes. As I said to
Warren, the amount of price increase we can pass in Europe is extremely limited. We just play back and forth with the promotional level essentially
to make sure our volume and our sales are recovering.
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Jeremy Fialko - Redburn - Analyst

Okay. That's great. Thank you very much.

Pierre-Andre Terisse - Groupe Danone - CFO

Thanks very much. Thanks very much to all of you. We'll have to -- we'll stop this conference call. You can obviously follow up with Regis and Marion.
Thank you for your time. I wish you a very good day and I'll see you on the road. Thanks. Bye-bye.

Operator

That will conclude today's conference call. Thank you for your participation. You may now disconnect.
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