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Kalmar in brief

Kalmar offers a wide range of heavy material handling
equipment and services for ports, terminals, distribution
centers, manufacturing industries and heavy logistics
needs. The operations are global and Kalmar is the leading
company in many segments. Service businesses
accounted for 28% of revenue in 2023. The long-term
demand drivers for equipment are robust and the
expansive installed equipment base increases the
potential in both replacement demand and new services.

1997

Partek Oyj acquires Sisu Terminal Systems and the majority of Kalmar
Industries AB

2005-2024

Kalmar operates as part of Cargotec Corporation

20%

Global market share in the equipment target market in 2023

€2,050 million (+5% vs. 2022; +8% y/y pro forma)
Revenue 2023

€255 million (12.4% of revenue)
Pro forma revenue 2023

4,991

Personnel 12/2023 (carve-out)

Main products

The off-road
equipment
business is sold

pandemic
depressed the
order intake and
result

The Navis
business is sold

Straddle Reachstackers Forklift trucks  Terminal tractors Container
carriers spreaders
The COVID Divestment of

the heavy
cranes business
boosted
profitability

1,943 Y
1,598 1,618 1,529 1,512
2017 2018 2020 2021 2022 2023
Sales, MEUR = Comparable EBIT-% (Kalmar as part of Cargotec)
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A long and meandering history

Kalmar’s roots in Finland date back to the 1940s,
when the first transport carrier for industrial use was
completed at Valtion Metallitehtaat's (later Valmet)
machine shop in Tampere. In the 1950s, Valmet, e.g.,
delivered 500 lumber shuttle carriers to the Soviet
Union as part of the war indemnity, and the first
versions of the straddle carriers were introduced in
the 1970s. The Swedish Kalmar Industries was born
from heavy forklift truck manufacturing, which began
in 1959 in the Ljungbytruck company. After several
ownership and name changes, ABB acquired Kalmar
Last Maskin Verkstad in 1990 and the name was
changed to Kalmar Industries. Deliveries of
reachstackers had already started in 1986. Kalmar
Industries was listed on the Stockholm stock
exchange in 1994.

As part of Cargotec, the Kalmar business area began
to take shape in 1997, when Partek Oyj acquired Oy
Sisu Ab from the State of Finland, whose business
included, e.g., heavy material handling equipment,
heavy forklift trucks and terminal tractors. In 1994,
Sisu had acquired Valmet’s material handling
business. Shortly after the Sisu acquisition in 1997,
Partek acquired a majority stake in Kalmar Industries
AB and Sisu Terminal Systems was merged with
Kalmar Industries. At the time of the merger, the
annual revenues of both Kalmar Industries and Sisu
Terminal Systems was in the same size class of
approximately €250-270 million. In 2000, Kalmar
Industries became a wholly owned subsidiary of
Partek and its stock was delisted. Since KONE Plc
acquired Partek in 2002 and split into KONE and
Cargotec in 2005, Kalmar has been part of Cargotec
Corporation.

Impact of divestments on revenue, € million

2,500
2,000 e
s\ﬂ _—"
f-‘- e —————
1,500 GAGR 2 RTC
- 3 Navis
1,000 Heavy cranes
m Core business
500
0

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Several structural arrangements in history

Under Cargotec's ownership, Kalmar's most
significant M&A transactions have been:

&)

2006: Acquisition of Kalmar's dealer Catracom
(Belgium). The revenue of the target was around
€70 million.

20M: Acquisition of terminal ERP systems (TOS)
supplier Navis. The revenue of the target was
around €50 million.

2018: Divestment of the off-road material handling
equipment business (Kalmar Rough Terrain
Center; RTC).

2020: Divestment of a 49% holding in the
Chinese joint venture Rainbow-Cargotec
Industries Co., Ltd.

Discontinued vs. core businesses
2018 2019 2020 2021 2022 2023 2024-

Terminal control
systems (Navis)

ﬁ Heavy cranes

Horizontal and mobile equipment
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* 2021 Divestment of Navis. The company's
revenue in 2020 totaled €107 million.

* 2022: Transfer of the intellectual property rights of
heavy cranes to RCI. Kalmar undertook to handle
agreed deliveries and binding offers. The revenue
from heavy cranes for Kalmar was €75 million in
2022 and €41 million in 2023. The order backlog
at the end of 2023 was only €3 million.

* 2023: Divestment of the log stacker business and
selling of product rights to Toijala Works, which
had previously manufactured reachstackers for
Kalmar as a subcontractor.

Global leader in heavy material handling equipment

Atfter the structural changes, Kalmar has profiled as a
technology company supplying and servicing heavy
material handling equipment (reachstackers, terminal
tractors, forklift trucks, container spreaders and
straddle carriers), serving numerous customer
industries globally. With the exception of light forklift
trucks, Kalmar is among the world’s top three
manufacturers in all of its product areas. Strong
growth trends in the industry include the electrification
and automation of equipment and the digitalization of
services.

Kalmar has a total of 43 subsidiaries located on all
continents. There are employees in 32 countries. The
most important countries are the US, Malaysia,
Sweden, China, Finland, Poland, Spain, India and the

Netherlands.

The production of Kalmar's products relies heavily on
subcontracting and the company has focused on final
assembly and testing in its manufacturing operations.
However, the Malaysian factory also has own small-
scale component manufacturing. There are four
manufacturing units and they are located in Poland,
the US, China and Malaysia.

Wide range of services

Kalmar's aftermarket services accounted for 28% of
revenue in 2023. Services include wear and spare
parts services, maintenance services and related life
cycle services, modernization and retrofitting services,
digital and remote services, consulting and training, as
well as rental services and sales services for second-
hand equipment. Kalmar’s equipment base of 65,000
installed machines forms the basis for the service
offering. Of these machines, 13,000 (20%) are
connected to the Internet, enabling digital services.
Kalmar’s service organization includes, e.g., 1,300
service technicians and more than 120 servicing
points worldwide.

Revenue by business area 2023

2%

28%
Equipment

Services
Other
70%

Geographical revenue distribution

., 2023
3% us

5%
Rest of Europe

11%
36% Other APAC
1% Other America
MEA
m China

33%
mFinland

Source: Kalmar, Cargotec Annual Report 2023 (geographical
allocation)
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Heavily subcontracted manufacturing

Kalmar’s business model in new equipment is based
on 1) strong subcontracting, 2) in-house
manufacturing focused mainly on product
development, testing and final assembly, and 3) an
extensive distribution network.

Kalmar's own manufacturing units are:

» Stargard, Poland (straddle carriers, reachstackers,
empty container handlers, forklift trucks, terminal
tractors)

* Shanghai, China (reachstackers, empty container
handlers, forklift trucks terminal tractors)

* |poh, Malaysia (Bromma container spreaders)

» Ottawa (Kansas), US (terminal tractors)

Kalmar's factories

Stargard, Poland
|

Ottawa, USA
|

The company has thousands of subcontractors and
we estimate that approximately 70% of the products'
direct manufacturing costs come from subcontracted
parts and components. Our assessment is based on
the share announced by Hiab, which operates with a
similar manufacturing concept. Kalmar justifies the
high outsourcing rate by the fact that due to the
numerous product variations offered to customers in
different product categories, the production volumes
of individual product versions are generally low and
the production of own components would not be
very cost-effective. The main subcontracted
components are engines, transmission parts, cooling
components, cabs and cab accessories, hydraulics,
electronics (both low and high voltage), heavy steel
structures, medium-heavy and light steel devices and
parts (e.g. booms and masts, castings and forged
products), axles and tires, gears and hoists, fasteners

and springs, as well as crude steel. Component
procurement is distributed among many suppliers,
and the 10 largest suppliers account for only 35% of
total procurements. Kalmar has some individual
product dependencies, e.g., in batteries and engines,
but the aim is to have several alternative suppliers in
all key components.

Other functions, such as logistics and real estate
services, are outsourced. Of its own factories, the
Stargard (Poland) plant is owned by Kalmar, and
elsewhere it operates in rental premises.

A few focus areas in product development

Due to the advancement of automation,
electrification and digitalization, R&D plays a central
role in an industry that is constantly changing.
Kalmar's main R&D units are located in Tampere,
Finland and Ljungby, Sweden.

M Factory network

City/country

Products

Stargard, Poland

Shanghai, China
|

Ipoh, Malaysia
|

Ipoh. Malaysia
Ottawa, United States

Shanghai, China

Straddle carriers,
reachstackers, empty
container handlers,
forklift trucks, terminal
tractors

Reachstackers, forklift
trucks, terminal
tractors

Container spreaders

Terminal tractors
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Product development is also carried out in Ottawa
(USA) and Malaysia. Last year, Kalmar's R&D
expenses amounted to €54 million or 2.6% of
revenue. In recent years, the share of sales of R&D
expenditure has been in a good middle class. It has
been higher than, e.g., for Konecranes, Metso and
Valmet, but on the other hand, lower than for Wartsila
and Ponsse. Kalmar does not normally capitalize R&D
expenses but records them directly as an expense.

R&D cooperation is carried out with other companies
and universities. Kalmar’s patent portfolio is
extensive: The company has some 30 patent families
and nearly 200 patents. In recent years, R&D has
clearly focused on the electrification of the product
portfolio and now all main product groups, apart from
empty container handling equipment, offer an all-
electric version. An electric version of empty

container handling equipment will also be launched
in H2'24.1n 2023, about a quarter of Kalmar's R&D
expenses were related to electrification. Other focus
areas include developing Al-based predictive
maintenance, emission-free technologies and
automation. An example of the latter is the
cooperation with the American Forterra announced
in March 2024, to develop an autonomous terminal
tractor solution.

Product range focuses on mobile equipment

Kalmar’s current product range focuses on mobile
heavy material handling equipment (reachstackers,
container spreaders, forklift trucks and terminal
tractors) and, of the current product range, only
straddle and shuttle carriers are outside this category,
i.e. horizontal transport equipment. Kalmar divested
its heavy cranes, i.e. harbor cranes (STS), rail-

mounted gantry cranes (RMG), rubber-tired gantry
cranes (RTG) and automatic stacking cranes (ASC) in
2022, due to low operating volumes and weak
profitability. On the other hand, Kalmar acquired the
product rights for electric terminal tractors from
Lonestar Specialty Vehicles in 2023, reflecting the
strong investment already noted above in all-electric
equipment.

Instead of Kalmar’s previous port focus, the current
product portfolio is profiled to meet the needs of
versatile customer industries, which reduces risks
and is also easier to electrify. We believe the product
range in mobile equipment is the most
comprehensive on the market. The graph below
contains key information about the main products.

Reachstacker Empty container handler  Straddle carrier Forklift truck Terminal tractor
Kalmar's main products ,
%
Lifting capacity, tn 14-130 7-10 60 5-85 -
Lifting/stacking height, containers 3-8 3-4 - -
Power, kW(h) - - - 12-224
8 4 61 6

Models, number

Typical customers

heavy logistics

Ports and terminals,

Ports and terminals,
heavy logistics

Ports and terminals

Distribution centers,
heavy logistics, ports
and terminals

Manufacturing
industries, ports and
terminals, heavy
logistics
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Dealers play a key role in distribution

Kalmar’s distribution takes place both through its own
subsidiaries (43 in 32 countries) and through external
dealers. In total, Kalmar has sales in more than 120
countries, with about 40% of sales coming from
dealers. In relative terms, the role of dealers is most
important in selling terminal tractors in the US.

Kalmar monitors the operations of its sales companies
through the local contribution margin. When
calculating the local contribution margin, sales
companies acquire the products at the internal
transfer price, and the difference between the selling
price and the sales company’s own costs determines
the added value. Sales companies have not been
closed, so their operations appear to meet the
requirements of the Group.

Dealers are typically versatile machine sellers and do
not exclusively sell Kalmar products. Some of the
dealers also carry out maintenance work, while all of
Kalmar’s own sales companies also offer
maintenance. Dealers’ inventories typically comprise
more volume products (like terminal tractors), while
more specialized trucks are hardly stored. Kalmar
offers its dealers training, occasionally participates in
their sales campaigns and helps dealers gain more
visibility. According to Kalmar, dealer retention has
been good, which is a sign of Kalmar’s satisfaction
with their operations.

Thousands of customers in different industries

Kalmar's largest customer industries are global
terminal operators (estimated share of Kalmar’s
revenue in its present form 16% in 2021), other ports

and terminals (32%), heavy logistics (9%), distribution
(24%), forest and metal industries (9%) and others
(10%). According to a study by KPMG in 2024, ports
and terminals accounted for 35% of the total market in
2023, heavy logistics for 24%, distribution for 18% and
manufacturing for 23%. On this basis, Kalmar’s
dependence on revenue from ports and terminals is
clearly higher than the market average and, on the
other hand, its dependence on heavy logistics is
clearly lower. We estimate that these industry
dependencies reflect both the equipment and service
markets. Overall, we do not see any significant
deviation in the risk profile of Kalmar's equipment
sales from the entire market.

Kalmar’s individual customer exposures are small. In
2023, the ten largest customers accounted for less
than 25% of revenue and no customer's share
exceeded 10%. Based on these figures, we conclude
that Kalmar has thousands of customers. In 2023,
Kalmar’s customer satisfaction rate was 81% and the
company has not lost any of its 20 largest customers
since 2016. Also based on this, customer loyalty is
high and customer risks are low.

The business model has many strengths

The high outsourcing rate of manufacturing is justified
when the annual volumes of many products are low.
This reduces the capital intensity of operations and
provides flexibility to costs, although it may burden
margins in a favorable economic cycle. A significant
part of the factory network is located in countries with
lower cost levels, which is positive. Maintaining a fairly
large network of sales companies increases costs but
may be necessary to ensure adequate customer
knowledge and customer communication.

Kalmar's revenue by customer group

% Oth gr ports and
terminals

9% Distribution
32%
Global terminal
operators
Others

10%

16% Heavy logistics
O,
2 Metaland forest
industry

*) Estimate by Kalmar's management, 2021
figures, Kalmar excl. heavy cranes and Navis

Source: Cargotec investor presentation Q1 2024
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An extensive service offering

The services Kalmar offers to customers consist of six
entities:

Wear and spare parts services;
Maintenance work;
Modernization and retrofitting;
Digital and remote services;
Consulting and training and
Used equipment services.

NGIESERENIES

Kalmar has not disclosed the distribution of its service
revenue between the service offering. A reasonable
indication comes from KPMG’s estimate that 54% of
the global €6.0 bn service market was maintenance,
37% was wear and spare parts and the remaining 9%
was other services in 2023. Traditionally, wear and
spare part sales has better margins in the
engineering sector than maintenance which involves
personnel work but Kalmar has not commented on

Kalmar's service packages

the margin structure of its services.

Kalmar estimates that 40-45% of maintenance
services are carried out by customers themselves,
mainly in large ports and distribution centers with
extensive fleets and 24/7 service operations. The
starting point for growing Kalmar’s own service
operations is strong: The company has an active
global installed base of 65,000 machines, of which
only 20% is connected to the Internet so far. The
company also has a network of 1,300 service
technicians in more than 35 countries.

Kalmar seeks growth in its services business mainly
in three ways:

* Increasing market share in its own equipment
base maintenance. In spare parts, this share used
to be low (25% in 2021), partly due to Kalmar's
lack of focus on the spare parts market. With

active measures, the situation is improving (29%
share in Q1'24) and efforts are being made to
continue this trend. Means include developing of
Kalmar's online spare part store (MyParts). In
2023, some 50% of spare parts sales came
through MyParts.

Another priority area is digital solutions to
improve the safety and productivity of equipment.
One example is the Kalmar Insight platform, which
provides the driver and customer with information
on equipment utilization rates and its individual
movements to monitor efficiency, driver- and site-
specific data, consumption and emissions,
predicted maintenance needs, etc. The customer
can connect with all digital solutions through one
portal (MyKalmar). Digital solutions work as part of
Kalmar's service packages that are described
below.

Preventive  Proactive Repair Tire Battery

Maintenance mainte- mainte- mainte- Proactive Repairing Lubrica- Kalmar mainte- mainte-

Program/content planning nance nance nance spare parts spare parts tion MyKalmar _insight nance nance
Essential Care ® ® { ° (]
Complete Care o o (] (] (] { ° (]

On Demand Care

@ Included in the service package
Optional

Source: Kalmar

Freely chosen



Business model of services 2/2

With the help of digital solutions, Kalmar can
clearly increase the number of contract-based
services. Already at Cargotec’s 2022 CMD, the
number of contracts was estimated to be over
3,700, so the potential is significant.

e Kalmar intends to utilize the growth potential
offered by the electrification of the equipment in
service. Although electric equipment requires less
maintenance than conventional equipment,
maintenance is more demanding and requires
both more expensive parts and higher training,
which is reflected in pricing. There are also
additional service options available in electric
equipment for battery replacement and charging
services.

The business model still needs to be adjusted

Kalmar's business model for services is typical for
engineering companies, especially as the importance
of remote maintenance and monitoring grows.
However, the company’s share of the spare parts
maintenance of its own equipment base is still low.
This indicates at least previous shortcomings in the
targets and/or operations of the spare parts business,
but also significant potential. Even though the spare
parts focus has been sharpened, Kalmar needs to
provide more evidence of its successes.

Both digital solutions and the electrification of
equipment have significant growth potential in
services as long as Kalmar’s sales strategy and
arguments are in place. There is hardly any problem
with the service products themselves, and equipment
becoming more complexis likely to benefit Kalmar.

Growth pillars of Kalmar's service
revenue

* Growth in spare parts services for own
equipment base

* Growth in digital services (MyKalmar portal)

* Growth in the maintenance of electronic
equipment

Distribution of the service market,

2023
9%
Maintenace
54% services

37 % 6

Spare parts
Other

10

Source: Kalmar, KPMG



Risk profile of the business model

Assessment of Kalmar's overall
business risk
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HIGH RISK LEVEL

Heavy material handling is an
established industry, but electrification,
automation and digitalization are major
drivers of change.

The company is an established player
and is a global leader in the industry

The sales of new machines is cyclical,
but the partial diversity in the business
cycles of customer industries and
maintenance offset this effect

Lots of customers and low customer risk.
The large share of in-house maintenance
increases the risk somewhat.

Technology leadership, as well as a
strong brand and market position bring
pricing power

The high outsourcing rate of manufacturing
brings flexibility to the cost structure.

Tangible fixed assets relative to revenue
is average. Net working capital is low.

IT investments will be higher than usual
in the next few years. However, a strong
cash flow and balance sheet provide
flexibility.

1"



Investment profile

Very strong market position; #1 in the
world in many segments

Good preconditions to utilize and also
lead the electrification and automation
of the industry

Significant growth opportunities in
services

The market for new equipment is quite
cyclical

Intensifying price competition in
different products and regions is
highly possible

Potential

il

Accelerating container traffic growth from H2'24
onwards

Progress in equipment electrification and automation of
heavy material handling

Growth of service business through more efficient
utilization of the installed equipment base and
digitalization

Improved profitability through, e.g., excellence programs

Risks &

.

General cyclicality of equipment demand

Intensified price competition, particularly from Chinese
players

Electrification and automation does not progress at the
expected pace

12
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Key strategic drivers Strategic focus areas Targets until 2028 @

Growth of the global 5% p.a.
equipment market 2024-2028

1. Investing in sustainable innovation
* Emission-free and electric equipment
* Driver-assisted and autonomous equipment

E * Connectivity solutions to optimize customer operations,

5% p.a.

Growth of the global 4% p.a. Revenue growth over

service market 2024-2028 productivity and safety and minimizing emissions the cycle
Customer challenges
2. Growing the service business
. * Growth in maintenance of the own installed equipment
(..C0) Reducing emissions and base quip 15%

electrification » Digital solutions to improve equipment productivity and

safety (MyKalmar platform)

* Utilizing growth opportunities in demanding
maintenance of electric equipment and their added
value services

Comparable EBIT-%

Increased productivity
requirements

Increased safety
requirements
3. Developing business excellence

* Commercial excellence program
* Operational excellence program

>25%

ROIC

Lack of skilled labor

& 08 & B

13
Source: Kalmar
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Kalmar's

strategic
priorities

Background

Inderes'

comment

Investing in sustainable innovation

The need to minimize emissions
The need to increase productivity
The need to reduce life-cycle costs
The need to improve safety

Lack of skilled labor

Expanding and extending the all-electric
offering and expanding it to all product
categories

Further development of connectivity,
software, analytics and Al solutions. These
enable customers to optimize their
operations, improve productivity and safety,
as well as minimize emissions and
inefficiencies.

Development of autonomous and user-
assisted solutions. These enable customers
to reduce their labor supply problems.

The strategy solves key customer problems
and Kalmar’s strong position in all-electric
equipment provides a good basis for the
implementation

Source: Kalmar, Inderes' estimates

Growing the service business

=

More efficient utilization of a large installed
equipment base as a growth and productivity
driver

The need to increase the share of recurring
business in service sales

Increasing life cycle value through customer
partnerships and smart service provision

Increasing market share in spare parts sales
through further development of the own
online store (MyKalmar)

Increasing number of connected equipment
enables tailor-made remote services and the
development and offering of new proactive
features

More demanding maintenance of electric
equipment increases the capture rate
Additional services are provided for electric
equipment, such as charging and battery
replacement services

A large base of installed equipment provides
ingredients for growth

Lower maintenance need of electric
equipment reduces the growth potential
Increasing market share in spare parts for
the equipment base is well underway, but
there is no guarantee that this increase will
continue

Developing business excellence

w
e

The need to improve productivity and cash
flow to secure growth, product development,
investments and profit sharing

Portfolio optimization (e.g. abandoning heavy
cranes), which has mostly been implemented
at this stage

Commercial excellence program (e.g. pricing
management, product cost optimization)
Operational excellence program (e.g. supply
chain harmonization, further streamlining of
processes)

Kalmar's independence gives more leeway
to implement the above-mentioned programs
A more detailed description of the
programsis still missing

14
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Sights for financial figures set to 2028

Kalmar’s published financial targets by 2028 are:
* Annual revenue growth of 5% over the cycle;
* 15% comparable EBIT margin;

» >25%ROCE;

* Net debt/EBITDA <2x;

* Payout ratio 30-50%

In addition, Kalmar has set a target for compliance
with the Science-Based Targets Initiative (SBTi) with a
commitment of 1.5 °C.

We find the financial targets realistic

The historical 5.4% annual growth (CAGR) of Kalmar’s
core business in 2014-2023 reflects that the set
growth target is fully realistic. In our view, the term
“over the cycle” refers to average growth. The target
is nominal, so it is likely to include an inflation
component, the scale of which Kalmar does not
publicly estimate.

In assessing the target of a comparable EBIT margin
of 15%, almost the only comparable figure available is
the 13.0% outcome in 2023 In this figure, the revenue
and EBIT figures of heavy cranes (€20.5 million and
€-6.7 million respectively) have been eliminated from
the adjusted EBIT figure of Cargotec's segment
reporting (€279.4 million; margin 13.6%) and an
allocated part of the group expenses (€-24.7 million)

has been added. Considering the impact of
operational leverage and Kalmar’s performance
programs, the set EBIT margin target can be
considered realistic.

Similar problems arise in assessing Kalmar's >25%
ROCE target as in historical carve-out figures, the
Group’s external financing is not usually allocated to
Kalmar and the amount of equity is not comparable
either. However, the prospectus’s unaudited ROCE
figures for 2021-2023 (30.4%; 12.4% and 24.4%)
indicate that the target is sensible. E.g., Metso can be
used as a benchmark for the target. In 2023, Metso's
EBIT margin was 14.9% and ROCE 22.3%, although
the company has significantly more intangible assets
than Kalmar, relative to balance sheet.

Kalmar’s pro forma/carve-out-based net debt/EBITDA
ratio was only 0.5x on March 31, 2024 (€145/287
million). Based on these figures, Kalmar could increase
its indebtedness by up to some €430 million within
the set target, so there is plenty of leeway. The target
of a 30-50% payout ratio is very typical considering
Kalmar’s industry and development phase.

We wiill discuss the financial targets relative to the
development we expect in the estimates section of
the report.

Actual profitability*) vs. targeted level

2,250
2,000
1,750
1,500
1,250
1,000
750
500
250
0

/

2021 2022 2023

Revenue = Targeted EBIT-%

= Actualized EBIT-%

*) Comparable excluding Navis and heavy cranes

Source: Kalmar

15

18%

13%

8%

3%

-2%
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Several demand indicators in the target markets

Heavy material handling is a global industry that is
divided into several customer industries and this also
applies to the corresponding equipment and service
markets. As a result, there is no single indicator for
Kalmar's target market, but it has to be compiled from
several sources. Possible indicators to describe the
activity of different target customer groups are:

* Ports and terminals: Global container traffic
statistics and forecasts (e.g. Drewry);

* Heavy logistics: Construction statistics and
forecasts;

* Distribution: Private consumption statistics and
forecasts;

* Manufacturing industry: Statistics and forecasts of
industrial production volumes

It should be noted that apart from global container
traffic, these indicators should be monitored by
country or at least by sub-region to form an overall
picture of the demand for heavy material handling
equipment and related services. It is equally important
to note that demand from customer industries is
interdependent, as customers often operate in
different parts of the same logistics chain. As new
heavy material handling equipment is investment
goods, the interest rate also has a significant impact
on demand. It goes without saying that inflation affects
the monetary value of the equipment and services
market.

As demand drivers for heavy material handling
equipment and related services are very diverse,
global GDP development can be considered a long-
term base level for Kalmar’s target market growth.
However, in the short term, demand for new
equipment is more cyclical than changes in GDP.

Many market trends accelerate growth

In addition to GDP development, growth in Kalmar’s
target market is accelerated by the following market
trends:

* The need to reduce emissions and the related
electrification of the equipment base. Emissions
reduction is driven by regulation, customers’ own
requirements and civic organizations. All-electric
equipment is currently the primary solution in the
pursuit of emission reductions. Furthermore,

although the acquisition cost of electric equipment

is higher than conventional equipment, the life
cycle costs of electric equipment are becoming
cheaper than for conventional equipment.
Although electric equipment is not expected to
shorten the replacement cycle of conventional
equipment, the on average 30-50% higher
acquisition cost of the equipment increases the
value of the market. The need for service and

spare parts for electric equipment is approximately

30% lower than for conventional equipment, but
the complexity of the equipment places higher

demand on both spare parts and services, and this
is expected to favor OEMs like Kalmar. As already

stated, electrification also offers opportunities for
new services like charging services and battery
replacement and recycling services.

/\’ Increased productivity
requirements

Growth is accelerated by demand
drivers

)
ili_—2° The need to reduce emissions
0| Y

4 Electrification of the equipment

base

Decentralization/localization of
logistics chains

Increased safety requirements

Lack of skilled labor
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* Changing logistics environment. The COVID
pandemic and increased geopolitical tensions in
recent years are driving logistic chains toward
more localized and decentralized models,
increasing the demand for heavy material
handling equipment in certain categories. Other
significant trends include the effect of increasing
e-commerce on demand for cargo handling
solutions in the distribution sector and the
increased popularity of rail transport (instead of
heavy road transport), e.g., in the EU, which
increases the need for intermodal terminals and
heavy material handling equipment.

* Increased productivity and safety requirements.

These are met with digital fleet management and
control systems that minimize disruptions in

operations, e.g., thanks to proactive maintenance.

Productivity and safety are also driven by
increasing automation, which minimizes
personnel costs and reduces the possibility of
human error.

* Labor shortage, especially in developed
countries. This is expected to drive investments
toward both user-assisted and fully automated
solutions. The shortage of skilled service installers,
in turn, creates additional potential for OEM
equipment suppliers to replace in-house
maintenance concepts.

The size of the equipment market is over €7 bn

We have used KPMG’s market research (2024)
presented in Kalmar’s prospectus to analyze the
target market. KPMG estimated the size of the
equipment market to be €7.4 bn last year. The

Market for heavy material handling equipment

by type of equipment 2023, € million

estimate is over €3 bn higher than the €4.1 bn
presented in the previously published material by
Cargotec/Kalmar. This difference is due to light forklift
trucks being included in KPMG's review.

According to KPMG's assessment, light forklift trucks
formed by far the largest segment in the equipment
market in 2023 with a share of 42%. The share of
medium-heavy and heavy forklift trucks was 16%,
terminal tractors 20%, and reach stackers and empty
container handlers (ECH) 15%. The share of straddle
carriers and shuttle carriers, as well as container
handlers each represented some 3% of the market.

The table below shows the price ranges we estimate
for Kalmar's various main products. These estimates
relate to conventional (diesel-driven) equipment.

Estimated typical sales prices of equipment

8,000 Price range
7.000 :3%;’//: Container handlers Product € 1,000/unit *)
15% Container handlers 50-150
joey Straddle and Light forklift trucks (5-9 tn) 30-100
trensport carmers Medium-h nd heavy forklift trucks 50-150
9 m- \% i -
8j000 = Reach stackers + = IL,J cavya y .
ECH Terminal tractors 50-120
oI Reachstackers + ECH 200-500
Terminal tractors eachstackers )
3,000 Straddle carriers and transport carriers 400-1200
2,000 = Medium-heavy and *) Inderes' estimate
heavy forklift trucks
1,000 m Light forklift trucks
9 (59 tn) 17

*) ECH = empty container handling equipment

Source: KPMG; Inderes' estimates
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We estimate that electric equipment typically costs
30-50% but sometimes up to 100% more than
conventional equipment.

It is typical for the equipment market that the market
for equipment with lower unit prices (such as light
forklift trucks) is larger both in terms of unit numbers
and overall value than the market for equipment with
higher unit prices. In line with this, we estimate that
the market for light forklift trucks of around €3.1bn
(2023) consists of 40,000-50,000 trucks, while, e.g.,
the €1.1 bn market for reach stackers and empty
container handlers (ECH), traded an estimated 2,000-
2,500 equipment last year.

Ports and terminals are the main customer group

According to KPMG’s assessment, ports and
terminals was still the main customer group for heavy

Heavy material handling equipment market by

customer group 2023

material handling equipment in 2023, with a share of
35%. The remaining 65% of the market is fairly
evenly distributed between heavy logistics (e.g.
transport of structures and large machinery),
distribution and manufacturing industries (e.g. forestry
and metal industries). As already stated, there are
numerous demand drivers for heavy material
handling equipment and the industry is not too
dependent on any customer segment.

Comparing the distribution of the entire market by
customer group to Kalmar's corresponding allocation
(see page 8), Kalmar’s dependence on ports and
terminals (48% in total) is clearly higher than for the
entire market. However, Kalmar has, in recent years,
emphasized that its dependence on global port and
terminal operators has decreased and that the focus
has shifted to smaller port operators (about 80% of

all) and inland terminals with lower risks. Kalmar’s
dependence on heavy logistics as a customer group
(9%) is clearly lower than in the market as a whole. In
other respects, differences in dependencies are
clearly smaller.

The market is America-driven

The geographical market for heavy material handling
equipment is fairly evenly distributed, although the
share of the Americas is surprisingly strong. Kalmar
has not provided a geographical distribution of pure
equipment revenue but we feel the geographical
distribution of Kalmar’s total revenue provides a fairly
good approximation of this. The share of the
Americas is also emphasized for Kalmar, while Asia
seems to offer good growth potential.

Geographical breakdown of the heavy material handling

equipment market and Kalmar's revenue 2023

100%
90% 30%
Ports and 80% ’
terminals 70%
0,
2 359% Heavy logistics 60%
: 50% 42%
L . 40%
18% Distribution 30%
20%
£ Manufacturing 10% 2350
industires 9
0%

Source: KPMG

Equipment market

19%

46% AsiatOceaniatAfrica
Americas

m Europe

Kalmar *)

*) Kalmar Group (pf); Source: KPMG, Cargotec's Annual Report 2023
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Equipment market forecasts 2024-2028

KPMG’s market forecast for 2024-2028 expects the
entire heavy material handling equipment market to
grow by +4.7% p.a. Of the various product groups,
only the straddle and shuttle carrier market is
expected to grow much faster than the other groups
(+8% p.a.), while the growth of the other product
groups is expected to be +4..+5% p.a. Therefore, no
significant changes in the share of different
equipment types in the overall market are expected
compared to 2023 (see page 17).

Growth focuses on 2026-2028

The graph below shows the unusually strong
fluctuation in equipment demand caused by the
COVID pandemic in 2020-2021 (the 2020 crash and
rapid growth in 2021). In 2022-2023, the fluctuations

Heavy material handling equipment market 2020-2028e, € million

10,000
9,000
8,000
7,000
6,000
5,000
4,000
3,000
2,000

1,000

-
-
-

Source: KPMG; Inderes' estimates (2024e-2027¢)

were caused by the Russian invasion of Ukraine,
global supply chain disruptions, and increased
inflation and interest rates. However, KPMG expects
demand to normalize in 2024-2025 and the macro-
level trends outlined above will start to take effect
from 2026 onwards. KPMG has not presented its
market forecasts for 2024-2027 in the published part
of the report, but based on the above, we have
estimated equipment market growth to be +0.7% p.a.
in 2024-2025 and +7.4% p.a. in 2026-2028

Electrification is progressing quickly

In KPMG’s forecast, sales of all-electric equipment are
expected to grow by as much as +28% p.a. in 2024-
2028 and their share of the overall market will rise
from 15% in 2023 to 41% in 2028 We have already
discussed the demand drivers for electric equipment.
The market for equipment using other driving forces
is expected to decline by -3% p.a. in 2024-2028

10,000

m Container spreaders 9,000

8,000

Straddle and shuttle 7000

;amer:s k ECH 6000
+

e achstackers 5000

Terminal tractors 4,000

3,000

Middle-heavy and heavy 2,000

1,000

forklift trucks
m Light forklift trucks (5-9 tn)

-
-
P
-
-
-
-
-
-
-

-
-
—
-

Replacement demand balances equipment sales

In its previous material, Kalmar has emphasized the
importance of replacement demand as a driver of the
equipment market. According to Kalmar, the
technical or commercial lifecycle of the equipment is
typically 8-10 years for carriers and 8 years for lighter
equipment. In 2022-2023, Kalmar estimated the
replacement demand market to be €2.5 bn,
corresponding to some 60% of the equipment
market (excl. light forklift trucks). Kalmar also expects
the replacement demand market to double over the
next 10 years (corresponding growth =+7% p.a.). In
the forecasts of the KPMG report, replacement
demand is not presented as a separate component
and modeling would be quite challenging.

Equipment market by driving force 2021-2028e, € million

Other
Hybrid
=289 = ICE

-
-
-
-

M Electric

Source: KPMG; Inderes' estimates (2021-2022, 2024e-2027¢)

19



Kalmar's target market 5/5

Based on historical delivery volumes of Kalmar and
other players, replacement demand will in any case
be a key driver in equipment demand. Furthermore, if
equipment utilization rates remain as high as
predicted, replacement purchases cannot be
postponed very much, so we see replacement
demand stabilizing the equipment market while
increasing the credibility of KPMG’s growth forecast.

The service market is nearly the size of the
equipment market

The service market for heavy material handling
equipment consists largely of the same elements as
Kalmar's service business model described above.
Services include wear and spare parts, maintenance
and maintenance contracts, repair services, life-cycle
services, as well as consulting, training and short-term
rental services.

Service markets 2020-2028e, € million
8,000
7,000

KPMG estimated the size of the service market as
€6.0 bnin 2023. This corresponds to good 80% of
the equipment market and 45% of the combined
market. Approximately 90% of the service market
consisted of maintenance and spare parts services,
while the rest consisted of repairs, upgrades and
digital services. Kalmar estimates that 40-45% of the
services are handled by customers themselves. This
is most common in large ports, terminals and
distribution centers where the fleet is significant and
24/7 services are available.

The service market is expected to change with new
services and service models enabled by
electrification and digitalization. Examples include
providing real-time and remotely readable data on
equipment use, performance and condition, and on
the other hand automation enabled by remote

6000 T
5,000
4,000 Other
3,000 m Spare parts
2,000 m Maintenance
1,000

0

Source: KPMG; Inderes' estimates (breakdown for 2024e-2028e)

monitoring.

Service market grows more slowly than the
equipment market

KPMG expects the service market to grow by 3.7%
p.a.in 2024-2028 to €7.1 bn The published material
does not explain the components of growth in more
detail, but digital services (under “others” in the
graph) are expected to grow by some +9% p.a. as the
number of connected devices and automation
increases. Based on this, maintenance and spare
parts services are only expected to grow by good
+3% p.a. We believe that KPMG has considered the
growing share of all-electric equipment and the
resulting reduced maintenance needs in its
estimates, but the published material does not
address this in more detail.
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A rather fragmented competitive landscape

The competitive situation of heavy material handling
equipment varies both by product category and by
region. Of the global competitors, some compete
with Kalmar in only one product category, while
others have offering in more than one category. The
strength of the companies’ market positions also
varies from region to region, and Chinese players
such as ZPMC and Sany are naturally strongest in
their home markets. Many competitors also have
product offerings related to heavy material handling
in categories where Kalmar is no longer present.
Examples include port cranes (STS), rail-mounted
gantry cranes (RMG) and rubber-tired gantry cranes
(RTG) offered by Konecranes and ZPMC. The table
below summarizes Kalmar's main competitors by
product area. We believe Kalmar's product offering in
horizontal and mobile equipment is the most
extensive on the market.

In services, the competitive situation depends on the
service category and the market is more fragmented
than in equipment. In maintenance services and
repairs, the role of smaller local companies is
emphasized. In addition, an estimated 40-45% of the
service market is carried out in-house, i.e. by the
companies using the equipment, as stated above.
The situation is gradually changing with digitalization,
as local maintenance companies or even large heavy
material handling equipment customers do not have
the prerequisites or interest in developing and
producing these services.

Kalmar is profiled in the upper segment

Price competition for heavy material handling
equipment is tight in all product groups, but this is
especially emphasized in small forklift trucks. Kalmar
is profiled in the upper segment of the product
offering and its prices are estimated to be +10...+20%

The main competitors in Kalmar's product categories

higher than for competitors on average. Kalmar
emphasizes, however, that products and services are
a whole that customers are willing to pay for and
Kalmar’s arguments about lower life cycle costs have
been well received.

The final pricing is also influenced by the distribution
route, the form and the size of the deal. Products with
lower unit prices, such as terminal tractors, are
generally sold at standard prices, which can be
subject to dealer- or customer-specific discounts. On
the other hand, straddle carriers, for example, are
usually sold through competitive tendering. In
practice, however, the competitive tendering
depends on the size of the order in euros and not on
the unit price of the equipment being sold. For
example, an order for two straddle carriers may not
be subject to competitive tendering, but for 20
straddle carriers, the situation is different.

Container

Straddle carriers spreaders Reachstackers Light forklift trucks Heavy forklift trucks Terminal tractors
Kalmar o () () () () o
Konecranes (] ([
Hyster-Yale () () ()
Terberg (]
TICO ()
Taylor (] () ([
Sany () () ()
ZPMC () o ()
Kion ()
Mitsubishi [ )

Source: Kalmar, the companies
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Market size,

: Kalmar's market

Kalmar's market

I
I . ;
Category € million ! position : Main competitors
I
. l :
Straddle carriers E 300-500 i ~35 % #1 | KONEGRANES @
: I
1 I
l | KONECRANES ~ [/HYSTER-YALE
Reachstackers + ECH 900-1100 I ~30 % #1..#3 I MATERIALS HANDLING
: : A SANY
. I I
; [
: ' “"_TERBERG "NT'ICO
= - I v
Terminal tractors g 1300-1500 - 30 % #1 : X TERMINAL TRACTORS
[
I
I
[
I
Medium-heavy and heavy forkiif [ o : KONECRANES @/ HYSTER-YALE
1,100-1,200 20 % #2..#3 MALERUAUSIHANDLING
trucks | : TayLorR
l ! |
) | (WL =
Light forklift trucks j 3,100 : ~1 % na. 1 =il KION g MISVSISH
I i GROUP
: |
N I :
Container spreaders / 200-300 | ~35 % #1 | (ZPMC) =RAM=
N - I : SPREADERS
1 I
: 1 * In-house
Services W 6000 1 ™0 % n.a. : e Local maintenance / repair companies
I I * Other eqpt/component manufacturers
: I
13,000- I
Total ’ I ~15 % n.a I
14,000 : :

*) Inderes' estimate

Source: KPMG, Kalmar, Inderes' estimates
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Kalmar’s market position is mainly very strong

Kalmar has not commented on its market share in its

recent releases except with the mention in the

prospectus of a 29% market share in spare parts for its
own equipment base. In older material presented in
2022, Kalmar estimated its global market share in
equipment and projects to be 20-30% (market size:

€6 bn) and 6% in services (market size: €8 bn).

However, these figures still included the heavy cranes

business and market.

Based on the figures shown in the table on the

previous page, Kalmar’s market position is very strong
(20-35%) in all other product categories except for
light forklift trucks. In the entire equipment market in
which Kalmar has an offering, we estimate the share
to have been approximately 20% in 2023. The share
in services is also significant in the free market (j.e.
excluding in-house services) or good 15%. Based on
available data (Kalmar carve-out revenue 2020-2023)
and estimates (KPMG's report), Kalmar's market share
dipped slightly in 2021, but has been at the levels

indicated above in 2022-2023.

Kalmar's strengths and weaknesses in the
competition

We believe Kalmar’s strengths and opportunities in

the competition are:

+ The reputation and strong brand make Kalmar a

potential bidder involved in almost all major
equipment projects;

+ Already a wide range of all-electric products ahead

of competitors;

+ A comprehensive service offering and network
provide customers with additional security in
keeping equipment running hours high;

+ Remote and other digital services, as well as
automation offering, respond to customers'
challenges in improving productivity and safety
and also in labor shortages;

+ Progressive electrification, digitalization and
automation, and thus increasingly complex
equipment, improve Kalmar’s competitive position
relative to local maintenance companies and in-
house service.

We believe Kalmar’'s weaknesses and threats in the
competition are:

- The impression of an expensive supplier can deter
some potential customers;

In particular, the market behavior of Chinese
competitors may surprise negatively, e.g., as a
result of increased government subsidies;

- The electrification and digitalization of the industry
may not proceed at the expected pace, allowing
competitors to catch up with Kalmar’s current lead.

Kalmar's competitive position

Strengths and opportunities:\tf

-+

Reputation and strong brand

The all-electric product offering ahead of
competitors

Comprehensive service offering and network

Advanced remote and other digital services

The increasing complexity of the equipment
favors OEMs in services at the expense of
small maintenance companies and in-house
maintenance

Weaknesses and threats:

The impression of an expensive supplier

The behavior of Chinese competitors is
uncertain

The electrification and digitalization of the
industry may not proceed at the expected
pace

Source: Inderes’ estimates

23



Financial position 1/3

Growth has been fairly steady

Kalmar’s core business has grown well, with an
average growth of +5.4% p.a. in 2014-2023 (see p. 4).
The trend has also been fairly stable, as revenue has
fallen by more than -1% p.a. only in 2020 (-14%) due to
the COVID pandemic. Naturally, acquisitions have
also contributed to growth, but their significance has
been limited. Calculating organic growth adjusted for
all M&A transactions would be very laborious as
some acquisitions and integrations took place a long
time ago.

The fixed cost structure is light

The analysis of Kalmar's historical cost structure is
complicated by numerous non-recurring items and
the fact that the income statement for 2021-2023
adjusted for Navis and heavy cranes, has not been
presented line by line. On the other hand, Navis was

Revenue distribution between costs and result, € million

2,200
2,000
1,800
0,
1,600 80.2% 75.2%
1,400
1,200
1,000
800
600 :
400 4% gééo
2.6% S
200 4.5% ;
o 87% 12.4%
2022 2023

*) Incl. Other operating income and expenses; Source: Kalmar

divested already in 2021 and the share of heavy
cranes in Kalmar's revenue decreased from 4% in
2022 to 2% in 2023. Thus, the cost structure in 2023
already gives a reasonably good picture of the cost
structure of Kalmar in its current form.

Kalmar’s comparable gross margin was 24.8% in
2023, which showed a clear improvement from
19.8% in 2022. The gross margin in 2022 was still
depressed by component shortage, other logistical
problems and an imbalance between component
prices and own pricing. These problems were largely
remedied during 2023. We have estimated that
about 70% of the direct manufacturing costs of
products come from subcontracted parts and
components.

The revenue shares of other items in Kalmar's
activity-based income statement were reasonably
stable in 2022-2023. Sales and marketing expenses

2,800
Procurement &
manufacturing costs 2,400
Sales & marketing costs 2,000 8.5%
1,600
R&D expenses
1,200
6.6 %
Administration & other 800
costs net *)
400
Comparable EBIT
0
2021

accounted for 4.1...4.2%, R&D expenses for 2.6% and
administrative expenses for 6.0...6.4% of revenue.
Kalmar’s other operating income and other expenses
have almost 100% equal items under the heading
“other income related to customer financing” and
“other expenses related to customer financing”,
which are netted at EBIT level, but represent
approximately 1.4% of revenue in their individual
income/expense lines.

In a cost-specific examination, Kalmar’s personnel
expenses represented 15.4...15.6% of revenue in
2022-2023. The number is low compared to, e.g.,
Konecranes (30...32%), Metso (20%) and Wartsila
(23...24%) and indicates the high outsourcing rate in
manufacturing and the lightness of the own global
organization. The share of depreciation in Kalmar's
revenue (2.7...2.8%) is quite typical in the engineering
industry.

Impact of Navis and heavy cranes divestment

13.0 % o
’ . Revenue, MEUR

lo)
10:1%5 12.4 % 2
[ Revenue excl. Navis
8% & heavy cranes,
87% MEUR
6% c
omparable EBIT
4% margin
% Comparable EBIT
0% margin excl. Navis &
2022 2023 heavy cranes
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Regression indicates a low level of risk

We have estimated Kalmar's risk level by regression
of revenue and adjusted EBIT over the 10-year period
2014-2023. To simulate the current situation, we
have subtracted the estimated Group expenses from
the EBITs for 2014-2020, which have been obtained
by allocating Cargotec's Group expenses in
proportion to Kalmar's revenue share. The allocated
Group expenses for 2021-2023 are shown in the
prospectus.

The result of the regression is shown below. The high
coefficient of determination of 85% (R?) indicates a
strong correlation between relative profitability and
volume of operations, which makes sense. The high
coefficient of determination supports the view that
profitability is reasonably predictable. In the relevant
revenue range of €1,900...2,200 million, the

Regression of revenue and adjusted EBIT 2014-2023

operational leverage, i.e. the ratio of the relative
change in EBIT to the relative change in revenue, is
the average of the engineering industry (2.3x...3.0x),
indicating reasonable cost flexibility.

Assessment of profitability drivers for the business
needs more information

According to Kalmar's prospectus, the EBIT margin
for the company's equipment business was 14.0%
and the EBIT margin for the services business was
16.9% in 2023. The margin for the equipment
business is unusually high. In addition, the difference
in the profitability of the businesses is surprisingly
small, and if headquarter expenses of close to €25
million were allocated to the businesses on a 50/50
basis (which we believe is a fair assumption), the
corresponding margins would be 13.1% and 14.7%,
reducing the difference even further. An explanation

for the small difference in relative profitability could
be found, e.g., in cost allocation from the site
network. However, the prospectus offers little
support for business profitability analysis, as historical
data is only available for 2023 and Q1T24. A more
detailed analysis thus depends fully on information
that will become available later.

Profitability of equipment and services businesses 2023

300 1,800 18%
160 16.9 % o
250 ° . 14V 16%
y = 0.2691x - 323.25 1,400 14%
R?=0.8479,..."""
20— 1,200 12%
........... PY 1,000 10%
150 e Revenue, MEUR
e .. 800 8% EBIT margin
. PRt —
100 . ------- 600 6%
50 . 400 A il E@ 4%
200 Q_—© 2%
0 0 0%
1,400 1,500 1,600 1,700 1,800 1,900 2,000 2,100 Equipment Services

Source: Cargotec, Kalmar
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Opening balance sheet is in good condition

In connection with the demerger, Kalmar’s equity will
consist of the sum of the transferred share capital
(€20 million), the reserve for invested unrestricted
equity (€174 million) and retained earnings (€449
million), minus translation differences of €-117 million.
The above-mentioned figures are pro forma figures
as of March 31, 2024 based on the prospectus.

Kalmar's opening balance sheet looks strong
enough. Based on figures from March 31, 2024, the
equity ratio is not very high (31%), but the more
important net gearing is very reasonable (28%) and
the already discussed net debt/EBITDA ratio (0.5x)
allows for a fair amount of additional debt. Of the
balance sheet indicators, intangible assets/revenue,
and tangible assets/revenue (both 13% at the end of
2023) are average for domestic listed engineering

companies. Net working capital/revenue at the end
of last year was low (4%) compared to e.g.
Konecranes (9%) or Metso (18%).

Kalmar’s operating cash flow is structurally strong.
The cash flow ratio (cash flow from operating
activities vs. EBITDA) was 74...95% in 2022-2023.
Considering the good predictability of profitability, the
balance sheet that is in good shape and reasonable
investment needs, as well as a positive cash flow
profile, we do not believe that Kalmar’s balance sheet
position or financing will cause problems for the
company in the foreseeable future.

Pro forma balance sheet March 31, 2024, € million

m Goodwill & other

intangible m Equity
m Tangible assets
Assets
m Interest-
m Other |-t assets bearing
liabilities
809
Inventory & m Norrinterest-
receivables bearing
liabilities
Cash assets
242

Source: Kalmar

Equity and liabilities



Disclaimer and recommendation history

The information presented in Inderes reports is obtained from several
different public sources that Inderes considers to be reliable. Inderes
aims to use reliable and comprehensive information, but Inderes does
not guarantee the accuracy of the presented information. Any opinions,
estimates and forecasts represent the views of the authors. Inderes is
not responsible for the content or accuracy of the presented
information. Inderes and its employees are also not responsible for the
financial outcomes of investment decisions made based on the reports
or any direct or indirect damage caused by the use of the information.
The information used in producing the reports may change quickly.
Inderes makes no commitment to announcing any potential changes to
the presented information and opinions.

The reports produced by Inderes are intended for informational use
only. The reports should not be construed as offers or advice to buy,
sell or subscribe investment products. Customers should also
understand that past performance is not a guarantee of future results.
When making investment decisions, customers must base their
decisions on their own research and their estimates of the factors that
influence the value of the investment and take into account their
objectives and financial position and use advisors as necessary.
Customers are responsible for their investment decisions and their
financial outcomes.

Reports produced by Inderes may not be edited, copied or made
available to others in their entirety, or in part, without Inderes’ written
consent. No part of this report, or the report as a whole, shall be
transferred or shared in any form to the United States, Canada or Japan
or the citizens of the aforementioned countries. The legislation of other
countries may also lay down restrictions pertaining to the distribution of
the information contained in this report. Any individuals who may be
subject to such restrictions must take said restrictions into account.

Inderes issues target prices for the shares it follows. The
recommendation methodology used by Inderes is based on the share’s
12-month expected total shareholder return (including the share price
and dividends) and takes into account Inderes’ view of the risk
associated with the expected returns. The recommendation policy
consists of four tiers: Sell, Reduce, Accumulate and Buy. As a rule,
Inderes’ investment recommendations and target prices are reviewed
at least 2—4 times per year in connection with the companies’ interim
reports, but the recommendations and target prices may also be
changed at other times depending on the market conditions. The
issued recommendations and target prices do not guarantee that the
share price will develop in line with the estimate. Inderes primarily uses
the following valuation methods in determining target prices and
recommendations: Cash flow analysis (DCF), valuation multiples, peer
group analysis and sum of parts analysis. The valuation methods and
target price criteria used are always company-specific and they may
vary significantly depending on the company and (or) industry.

Inderes’ recommendation policy is based on the following distribution
relative to the 12-month risk-adjusted expected total shareholder return.

Buy The 12-month risk-adjusted expected shareholder
return of the share is very attractive

Accumulate The 12-month risk-adjusted expected shareholder
return of the share is attractive

Reduce The 12-month risk-adjusted expected shareholder
return of the share is weak

Sell The 12-month risk-adjusted expected shareholder
return of the share is very weak

The assessment of the 12-month risk-adjusted expected total
shareholder return based on the above-mentioned definitions is
company-specific and subjective. Consequently, similar 12-month
expected total shareholder returns between different shares may result
in different recommendations, and the recommendations and 12-month
expected total shareholder returns between different shares should not
be compared with each other. The counterpart of the expected total
shareholder return is Inderes’ view of the risk taken by the investor,
which varies considerably between companies and scenarios. Thus, a
high expected total shareholder return does not necessarily lead to
positive performance when the risks are exceptionally high and,
correspondingly, a low expected total shareholder return does not
necessarily lead to a negative recommendation if Inderes considers the
risks to be moderate.

The analysts who produce Inderes’ research and Inderes employees
cannot have 1) shareholdings that exceed the threshold of significant
financial gain or 2) shareholdings exceeding 1% in any company subject
to Inderes’ research activities. Inderes Oyj can only own shares in the
target companies it follows to the extent shown in the company’s model
portfolio investing real funds. All of Inderes Oyj’s shareholdings are
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