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The China context
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Shipbuilding share from 11 to 45% Fleet share from 10 to 15%
Do thing cheaper & faster Innovate and do things smarter

| www.alfalaval.com




The China context

S wa Oy muwm >

Shipbuilding share from 11 to 45% Fleet share from 10 to 15%
Do thing cheaper & faster Innovate and do things smarter

| www.alfalaval.com




Six high-growth industries
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Demographic change

SHIFT IN HOUSEHOLD DEMOGRAPHICS* 2002-2022
Million households

% Increase in incomes and 400 1 FClose to 200 million !
middle class households 30 | ﬁ’iﬁiﬂﬁiﬁﬁiz L F121%
- > spending on consumables 3% | L
250 ] r +22,6%
* More women in the workforce 2% |
- > increased demand for 150 | )
prepared baby food 122 [ +101%
0 . . —— -4.7%
2002 2012 2022 FOée;gsFt{ed
® Poor mMass middle class 2002-2022

B Upper middle class m Affluent

Source: OECD Publishing, World Bank, IMF, McKinsey www.alfalaval.com




China food market

Considered to grow more than China’s GDP

MARKET VALUE FOOD CONSUMPTIC
CNY trillion Percentage

Changing
lifestyles

Increased
purchasing
power

Health
awareness
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Source: BMI, National Bureau of Statistics China, KPMG www.alfalaval.com



Forbes

e e Bs0m e 1 Danone’s New Boss Looks to
he 2008 Milk Scandal Revisited Revive Fortunes in China

French dairy giant drops efforts to revive flagship infant formula
init in China after massive f scare
Yanzhong Huang, conmrisuTor : China after massive food sc
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China launches inquiry over claims
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\ Yum leads S&P 500 fast food sector lower
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Industrial drivers

Food safety Higher efficiency ‘Premiumization’

- . .

Hygienic Technology New
processes shift processes

Investments In process equipment
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Higher efficiency

Tougher industry pressures:

: PRODUCTIVITY PER HOUR® CAGR 2000-2015
* Wage increase =12% per year AEX e  Percentage
—_ . + China has potential to massively :
* ShutdOWI’]S Of faC|I|t|eS W|th |OW 240 increase production efficiency, but is :
productivity but high emissions 200 | i &lready dlosing in on western levels . +5,6%
160 ;
: _ 120 !
Drives the need for: 80 | - +14.2%
* Modernized production to stay 43 ‘
efficient and keep margins SEuBI88E88258888
* Automation and upgrades in A R R
USA —China

food processing systems

Source: International Labour Organization, 12th Five Year Plan www.alfalaval.com




‘Premiumization’

— new consumption trends

~
%k More healthy % Protein beverages

%k Less sugar %k Botanical beverages
* “Premiumization” * Premium bottle water
* Improved quality % Sugar-free RTD

* Safe

% Carbonated soft drinks
%k Bulk of ready to drink tea
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Alfa Laval in China

© Uriimgi

.Qingdao

idne Yin (@ :
3 ,1.__Shanghar

$.C >nedu L
= ghan 71'-"‘5‘
) g @ Zoushan

Guangzha .ﬁz
@Hong Kong
L >

* 2 700 employees
* 11 sales-&-service offices
% 8 sg.r\ri%\emgérﬁ%;s

AN SN
% 1 Z0 %@d &trlbutors
%4 fact ) )
* Rragucleefiterfia

Y, ?;
* Sanita S Hub
* Engineering & Supply

- www.alfalaval.com



Alfa Laval food in China

LTM Ol September 2015

Vegetable oll
Food solutions
Proteins

Brewery

Dairy
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Product strategy in China

for the Food market

A
Sl /i
Product fit J:'j’ X |
strategy e
G
Multi-brand
strategy
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Making plants safer

The Chinese dairy market — Yoghurt

* In Yoghurt: lactose is broken down

during production making it suitable & S
to the Chinese consumer ;, |

New but strong segment driven by  ~*g ¥
Increased health awareness =

Localized production, only Yakult
and Danone among top players

Yoghurt is among first focused :
areas for tighter safety enforcement %

Yoghurt market to grow >11%
annually over next three years

| Source: Mintel GNDP, Euromonitor www.alfalaval.com
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Making plants safer

Providing hygienic solutions to the Chinese yoghurt market

* Alfa Laval uses two ways to market —
Preferred channel Tetra Pak and
component distributors

* Wide products range
* Strong position to

key players

L:

Tetra Pak®

| Picture: Tetra Pak Yoghurt processing plant www.alfalaval.com




Tradition versus innovation

The Chinese condiment market — Soya sauce

/M tons of soya sauce per year

Increasing popularity of premium
products (sophisticated taste)

Food safety concerns & push
for efficiency - > from traditional
processes to latest technologies

Soya sauce market to grow >15%
annually over next three years

| Source: Citic Securities, China Condiment Association www.alfalaval.com
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Tradition versus innovation

Providing efficient solutions to the Chinese soya sauce industry

%k Alfa Laval pioneered:

" joint tests with leading producers
""" % Today, Alfa Laval supplies:
e |'_-..,¥ﬁiﬂ:£ high- i
| At v gh-speed separators, sterilizers,

] EE) evaporators, tank cleaning

NIl - - equipment

, ‘ .I‘v’E shrhho RxAD

g * Investments driven by
— cost efficiency

— higher product quality
— higher hygienic standards

Picture: Alfa Laval High Speed Centrifuge in Soya Sauce plant www.alfalaval.com



Tap the “taste of China”

The Chinese sugar confectionary market — Chocolate

Coaml | ||

China, 2" largest market

taa RE*
Market dominated by foreign o i | AR
owned brands such as Dove S I ~ &
and Ferrero Rocher 5> '

Premium chocolate sold in
China is mainly used for gifts
or ceremonial purposes

Chocolate market to expand to
US$4.3 billion by 2019
(from 2.7 in 2014)

| Source: Euromonitor International www.alfalaval.com
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Tap the “taste of China”

Providing hygienic products to the Chinese chocolate market

Sha et wln Ble b Bh imal e W g

* Ferrero Group
= 3 chocolate producer in the world

i

= major player in the Chinese market )

* Investments are driven by cost
efficiency, and easiness to clean
hence more hygienic

* Alfa Laval supplies food-processing
equipment and cleaning solutions

| Picture: Alfa Laval Rotary Lobe and Centrifugal Pump www.alfalaval.com
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Summary

* Food grows above the country’s GDP

* Alfa Laval already has a strong position

* Alfa Laval's core technologies and
competencies have a good fit

* We have a high degree of localization
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