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Strengthening our position in Russia
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Tikkurila in Russia

2014 revenue EUR 176 million, 28% of Group
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PREMIUM ECONOMY

Production sites in St. Petersburg (3) and Stary Oskol

POEELE Majority of the products sold in the area are produced locally,

Tikkurila brand is also exported from Finland

Approximately half of the raw materials used in the production in
Russia is sourced from local suppliers

REVWVANEIGCHES

Tikkurila's products are sold in more than 5,000 retail outlets

= Tikkurila
o % Lakra
Market position in % -
decorative paints in 2014 Optimist
m Others

Source: Chem-Courier (volume)
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Good coverage of operations

arovsk

@ Production, logistic center, sales
@ Logististic center and sales
O sales office

Approximately one third of Tikkurila's personnel work in sales and marketing
Tikkurila sales function has a regional structure
Tikkurila has established long-term partnerships with local customers
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Good brand coverage

Premium
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Part of Tikkurila premium products
are produced in Finland and
exported to Russia, other brands
are produced locally

Tikkurila and Teks are the main
brands (volume and value)

In the recent years, the volume
development of Tikkurila's high end
products has been better; there has
been more pressure at the lower
end
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Tikkurila is the most well-known paint brand in Russia

Brand awareness in 2014, non-aided Brand awareness in 2014, aided
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Source: TNS Gallup (Russia 2014)

August 25, 2015



>3]

TIKKURILA

Russian paint market is still highly fragmented

Russian decorative paint market shares in 2014

Market share development in Russia in 2010-2014

Source: Chem-Courier 2015 (volume)
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Ruble remains weak and consumption is declining

EUR RUB exchange rate
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* Ruble has been depreciating during
the past months
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Russian consumer confidence
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Consumer confidence remains weak

Retail sales in Russia, yearly change,
%

20

15

10

0
2006 2007 2008 2009 2010 2011 2012 2013 2014, 2015

-10

« Consumption decreased rapidly
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Low growth for along time

Russian GDP development, %
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Source: Bank of Finland and several other sources
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Growth of the Russian
economy will be low in
the coming years
(average yearly growth
rate of 0-2% according to
Bank of Finland)
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Recent developments on the Russian paint market

 Big boxes seem to gain market share from traditional retail
trade.

Consumers switch from premium to medium segment and
from medium to low segment.

 Retailers are increasing the production of private label
products in the medium and low segment.

 There is fierce competition with significant discounts and
free-of-charge tinting services.

«  Particularly in the Moscow region, bigger players are gaining
market share from smaller players.

August 25, 2015

C3KOHOMb [}
HA NOKPACKE i

3ABOPA

0 Mt % 2 4 :
- R e
=

-,

A

3abopsi
Kanutku
CapoBbieinocTpoiiku

Discount campaigns have been common
this year in Russia
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Development in different regions

URAL

* Big boxes and retail

NORTH WEST chains gaining market

* Big boxes gaining share
market share « Down trading

* Private labels growing « Tikkurila has a good

» Construction market position in the
has declined severely

professional segment

CENTER &
MOSCOW

SIBERIA

* Big boxes are entering
the region
+ Small local paint
producers are still
active (supported by
the local authorities)
» Good future potential

in the professional FAR EAST

men
S * New low segment
players entering the

VOLGA & market

* Big boxes are still not

SOUTH active

» Poor outlook for the

« Stagnant paint and
construction market
* Low segment gaining
share
* Big boxes are actively
developing and
changing market
landscape

* Aggressive competition
« Small players losing
market share
* Low segment
emerging
+ Construction market
holding up better than
elsewhere in Russia

construction market
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Sales and marketing function has been strengthened

Personnel development by function in Russia
End of June

1400 1350 » Sales and marketing resources have
been remarkably strengthened recently

1200 1300

o 1250 « Simultaneously the number of persons
800 working in production and support
1200 functions has been reduced
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mmmm Manufacturing = Sales & Marketing ~ mmmm Other Total
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Active development of commercial activities

» Updated commercial strategy

» Reorganization of the commercial function

« Dedicated marketing support for key customers

» Focus on sell-out activities: price promotion, retailers
motivation, incentives for sales team

* Increasing the transparency of retailers' inventories
(DTS, Data Tracking System)

« Rebranding of Tikkurila EURO series, launch in 2016

August 25, 2015

w KPACKWU TIKKURILA -
KO3bIPb B BALLEM PEMOHTE!

TIKKURILA

Kynu kpacky Tikkurila 10 30
n nony4yu 1 000 pybnen Ha peMoHT!  cenTaspa

TIKKURILA

ToBapL! AR AOMA U PeMOHTS

FORMA V. KOTOBCKOTO, 19/1 -

BBBBB AOXHOBEHUEe

MEPUOA NPOBEAEHMA C 01.08.2015 I M0 30.09.2015 . UHOOPMALINIO 06 OPTAHU3ATOPE AKLIUW, O MPABUJIAX EE NPOBELEHMS,
KOSIMYECTBE NPU30B MW BLIUIPLILLIEA N0 PE3Y/IbTATAM AKLIUM, CPOKAX, MECTE W NOPSIIKE NOAYHEHUSA MO TENEDOHY........... 8 [3822) 56-1 6_ 51
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Active development of distribution

Leroy Merlin

August 25, 2015

New distribution chains and
distributors selling Tikkurila

Increased number of sales promoters
at stores

Training program for retailers' sales
personnel

More efficient and convenient
operating methods (e.g. Electronic
Data Interchange, EDI)

13
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More emphasis also on industrial coatings business

Russian industrial coatings market
Volume split
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m Others

® Marine coatings
Traffic lane marking

m Rail car coatings

= \Wood coatings

® Automotive refinish

= Metal coatings

Source: Chem Courier

Volume of the Russian industrial coatings
market totals less than 300 million liters
(decorative paint market totals some 600
million liters)

Metal coatings account for half of the total
industrial coatings market

Demand for locally produced industrial
coatings is increasing

14
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Promoting quality and life-cycle thinking

Tikkurila wants to enhance the quality of painting, increase the Share of water-borne paints of Tikkurila
use of environmentally sustainable products, and improve product sales in Russia

and user safety
120

In 2013, Tikkurila together with other paint manufacturers and raw 100
materials suppliers established the Quality Paint Association 80
(QPA) in Russia. The objectives of the association include
communication about high-quality and environmentally
sustainable products, as well as promoting the adoption of 40
international quality, safety and environmental standards for
paints in the Russian market

60

20

0

Members have in cooperation developed quality standards for
paints, and the association was also involved in state committee
work to establish higher quality standards nationally

Current plan is to have QPA emblems on paint cans in 2016

August 25, 2015
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Conclusions and near-term focus areas

Streamlined organizational structure

Active cost management

Active sales and marketing activities

« Development of the retail operations
* Increased presence and shelf space

» Active pricing; sales prices were increased in early
2015 to compensate the weak ruble

Active measures have lead to a favorable market share
development in the first quarter of 2015

August 25, 2015
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