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Introduction to South Europe Klo|N[E

KONE operations in South Europe

» For KONE, South Europe consists of:
Belgium, France, Spain, Italy, Portugal,
Greece, Cyprus, all with direct KONE
presence

» |n addition, Bulgaria, Albania, Croatia,
Bosnia, Serbia are covered by KONE
distributors

= South Europe currently accounts for
approximately one third of the total new
equipment market volume in Europe

= Qver 3 million elevators & escalators in
B ONE operation operation

% KONE distributor
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Economic backdrop: crisis countries are Emﬁ
stabilizing
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New equipment markets dropped significantly  FESE
between 2007 and 2012, except in France and
Belgium

New equipment market, units

2007
B 2012

Change from
2007 level

France Spain Italy Belgium Greece Portugal

Note: Market sizes in units, data is indicative only.
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Maintenance markets have been largely KolNE
stagnant in 2010-2012

Maintenance market, units in operation in 2012

France Spain Italy Belgium Greece Portugal

Note: Market sizes in units, data is indicative only.
6 ©KONE Corporation | Capital Markets Day 2013 | South Europe Source: Industry associations and KONE estimates



R L

9 Market overview
F ]

9 Identifying opportunities ina challenging environment

-
-
-
-
-
-
-
-
-l
e

i
) -
&




The operating environment in South Europe is  [{ENE
challenging overall, but varies between markets

First signs of the new equipment market
bottoming

Spain,

Portugal = Service markets under intense price pressure
across all segments

» Negative development of the new equipment
market continues

» Service markets remain extremely competitive
but better modernization opportunities
(aging equipment and no SNEL)

= New equipment markets fared relatively well
during the past years, but market has
weakened recently in France

= Short-term uncertainty in modernization market
due to rescheduling of SNEL deadlines
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Opportunity 1: South Europe accounts for a very EENH
significant part of the global maintenance market

Global installed E&E base

Rest of the world
B France, Italy, Spain

>11M units
France, Italy
and Spain
account for
almost 1/5 of
the global
installed base
Continued focus to develop service
l business in South Europe
2012
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Opportunity 2: 50% of equipment in operation in South EENH
Europe is over 20 years old and requires modernization

The prolonged weakness of the European ...however, demand should materialize
economy has impacted the modernization oin forward
business...

- Not modernizing an aging equipment

= Building owners are delaying decision- may result in:

making when possible

= Part of aging elevators have been taken out : :
of use Possible safety issues

= The implementation of the Safety Norm for Worsening user experience
Existing Lifts regulation (SNEL) has been Increasing running costs
delayed in many markets

SNEL status, 4/2013
-

SNEL has been implemented t

Parts most commonly in need of
modernization are performance- and
safety-critical:

through
a national law

Controller
Machine
Landing doors

National legislation or
guidelines in preparation

Slow progress/no
measures taken to
implement
legislation, or no
information available
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Opportunity 3: Catching new equipment business EENH
opportunities from accumulated construction demand

Heterogeneous development in
different regions during boom
construction years

Competitive offerings built upon

granular understanding of markets
and segments

ONE MonoSpace 500

Smart allocation of sales and
marketing resources to optimize
fixed costs spending in a volatile
environment
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Our business model generates recurring revenues
through service quality and customer satisfaction

MODERNIZATION

7

As the equipment
ages, larger repairs
and replacements of
parts are required in
order to maintain
optimal performance.

Eventually
modernization by full
replacement becomes
necessary.

Customer
loyalty
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NEW EQUIPMENT

MAINTENANCE

AN

Starting from new
equipment installation,
maintenance continues
through the
equipment’s life cycle.




Without modernization, the cost of maintenance

significantly increases during the equipment’s lifecycle

KONE RePlace KONE RePower

= Full replacement or major modernization of the complete elevator system
= QOriginal components obsolete or not available; spare part costs and out-of-

service time increase.
= Elevator typically no longer fulfils modern safety standards, nor meets end-

user expectations

KONE ReFine

= Modernization of key components such as control system
and door operator unit
= Obsolence of electronic sub-components increase spare

part costs
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KONE Repairs

= Small repairs to ensure
reliability
= Typically replacement of door
components [
| ———

Elevator age
(years)
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annual
maintenance
cost of elevator,
including
breakdowns, if
not modernized



We actively use customer satisfaction data to improve EENE
service level and ensure customer loyalty

Customer data collection and management

Transactional satisfaction
surveys

Customer complaint (&
guery) management
systems

Annual customer satisfaction
survey

Continuous
improvement of
service and
product quality

Global
Product quality Customer relationship
Process improvements Local processes including pricing

Global offering
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Turning challenges into new opportunities — &N
from growth to smart growth

- Focus on growth opportunities

= Working on increasingly granular understanding of
markets

=  Constant and active sales efforts

- Superior pricing capabilities

Clear understanding of price sensitivity

Selective price adjustments to address sweet spots
Manage pricing policies professionally to strike right
balance between volume and margins

- Stronger operational discipline

Focus on field productivity and costs management
Increasing the clock speed to react faster
Agile organizations to create flexibility
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