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LEADING POSITIONS
DRIVE PROFITABILITY AND GROWTH

SANDVIK

MINING AND ROCK TECHNOLOGY

CAPITAL MARKETS DAY 2016

METAL CUTTING

ADVANCED MATERIAL KNOWLEDGE



SIMPLIFYING THE STRUCTURE...

SANDVIK MACHINING SOLUTIONS
38% 57%

SANDVIK VENTURE

10% 5%
H N

Share of revenues 2015

Share of adjusted operating profit 2015
|

SANDVIK MINING

26% 28%
I

SANDVIK MATERIALS TECHNOLOGY

16% 7%
I .

SANDVIK CONSTRUCTION

10% 3%
- .
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I

CAPITAL MARKETS DAY 2016




...CONSOLIDATING TO THREE BUSINESS AREAS

SANDVIK MACHINING SOLUTIONS
42% 61%

SANDVIK MINING AND ROCK TECHNOLOGY
41% 32%

Share of revenues 2015*

|

Share of adjusted operating profit 2015" " SANDVIK MATERIALS TECHNOLOGY

|

*excluding other operations and group common 1 70/0 70/ o SAN DVI K
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SANDVIK CORE CAPABILITIES DRIVE VALUE

THE CHAIN IS COMMON, APPLICATION IS DIFFERENT

ABILITY TO VALUE
INDUSTRIALIZE CREATION
based on

strong differentiation
in total chain

PRODUCTIVITY

ENABLING DIFFERENTIATOR

CUSTOMER SOLUTIONS

STRONG POSITION AND
PRICING POWER

ATTRACTIVE RETURNS
MATERIAL & APPLICATION CUSTOMERS CAPITALIZE ON
KNOWLEDGE PRODUCTIVITY INCREASE

SANDVIK
I
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GROWTH INDUSTRIAL PRODUCTION INDEX

REAL GDP WORLD FORECAST

SANDVIK DOWNWARD REVISIONS
VS. SANDVIK, % GONG FROM AND ACTUAL, % OF Cop By
40% - IPI+ TO IPI_ 50 1 15 PPT
GROWTH IN RECENT 45 4 IN THE PAST COUPLE
20% - YEARS OF YEARS
4,0 1
0% T T T T T T —A T |
2po7 2008 \009 /2p10 2011 2012 M \2'&3\2016 0
3,0 4
-20%
Industrial production world 25
Organic growth Sandvik
~40% ~ Industrial production China | | cceeees 012 ==——--- 013 ------- 2014
"""" 2015 s=====-2016
Source:Macrobond, IPseasonality adjusted and excl.construction Source: IMF, World Economic Outiook
MINING CAPEX, PRICES & VOLUMES OIL PRICES, USD/BARREL
LOWEST LEVEL IN
RECORD VOLUMES BUT
COMMODITY PRICES DOWN 160 1 1 2 YEARS
%
180 200 >4O 0 .
AND >60% DECREASE
160 160 FROM PEAK IN 2011 FROM PEAK IN 2014
140 80 1
120
120 o — Mining capex 40
100 Commodity price index
80 40 Volume output 0 T T T T T T
2003 2005 2007 2009 2011 2013 2015
60 0
2008 2009 2010 2011 2012 2013 2014 2015 2016 WTI Brent
Source:EIA

Source:Macrobond, BMI; Price index and Material moved indexweighted accoding to Sandvikw/o Mining Systems commodity expaosure




SANDVIK

DOWNWARD REVISIONS
OF GDP BY

TARGETING IMPROVED PERFORMANCE

CREATE VALUE AND IMPROVE
PERFORMANCE DESPITE SLOW GROWTH

QUICKER ADJUSTMENT TO CHANGED
MARKET CONDITIONS

40

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Sandvik AB OMX Stockholm 30

OMX Stockholm Allshare MSCI Europe/Capital Goods

Source:Factset,indexed to 100 in 2007

ST COUPLE
EARS

|EVEL SEEN
016 IN

DECREASE
EAK IN 2014




STRATEGIC AGENDA

STABILITY

CREATE A STABLE
PLATFORM

PROFITABILITY

IMPROVE
PERFORMANCE

GROWTH

GENERATE
GROWTH

SANDVIK
|/
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STABILITY &
PROFITABILITY

BUSINESS
STRUCTURE

DECENTRA-
LIZATION

STABILITY PROFITABILITY

CREATE ASTABLE IMPROVE
PLATFORM

CAPITAL &
COST
EFFICIENCY

PERFORMANCE

EARNINGS
VOLATILITY

VALUE BASED
PRICING

SUSTAIN-
ABILITY




DIFFERENT CHALLENGES

AND OPPORTUNITIES

STABILITY

SANDVIK MACHINING
SOLUTIONS

34 BSEK

NO QUANTUM LEAPS...
...BUT CONSTANT IMPROVEMENTS

PROFITABILITY

CAPITAL MARKETS DAY 2016
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WE SHALL BE NO.1 OR 2

MARKET SHARE
ON TOPOF
CUSTOMERS’ MIND KEY FOR PROFITABIEITY

LONG-TERM RELATIONS A

PRICING POWER
VALUE BASED OFFERING

JHVHS LIMIVIN

SCALE
EFFICIENCY GAINS

CAPACITY REINVESTMENTS
TO STAY IN THE FOREFRONT




Equipment
Mining

SMT strategic
Stationary
crushers

products
SMT core &

Equipment “old”
Sandvik Constructiol
standard

Mobile Drilling & )
crushers completions Hyperion
- Sandvik Process
Mining Systems
systems

SANDVIK CAPABILITIES
(CORE, OPERATIONAL CAPABILITY)

« Evaluation based on both
external and internal factors

* No.1 -2 or possibility to
achieve that position

* Focus on core three segments

MARKET ATTRACTIVENESS

(GROWTH, RETURNS, COMPETITIVE LANDSCAPE)

A\ 4
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SANDVIK CAPABILITIES
(CORE, OPERATIONAL CAPABILITY)

— e .
- _——
-——
—
-

Equipment
Mining

SMT strategic
products

MARKET ATTRACTIVENESS

(GROWTH, RETURNS, COMPETITIVE LANDSCAPE)
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BACK TO THE FUTURE

BEFORE 2011

20112015
|

2016-

CONGLOMERATE WITH
AUTONOMOUS BA:S

CENTRALIZED

\ 4

GROUP BA1

BA2

BA3

TN

DECENTRALIZED WITH
FULL OWNERSHIP IN PA:S

GROUP

BA

PA PA

PA

CAPITAL MARKETS DAY 2016

SANDVIK
S




DECENTRALIZED BUSINESS MODEL

AS-IS TO-BE
GROUP x SO R
= GROUP .
3 BA b
BA 3 P i
54 ninininini e -=1 Q1
22 o
2!
PA PA PA 2!
PA PA PA P
1 1
L
SANDVIK
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IMPLICATIONS FOR PRODUCT AREAS

PRODUCT AREA — HIGHEST OPERATIONAL LEVEL

Full responsibility for P&L and balance sheet
Transparency and accountability in cost and performance
High speed in decision making

Strategy owned by ProductArea

Develop strong leaders

TO-BE

GROUP

BA

PA

PA PA

4
4
e
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SANDVIK MACHINING
SOLUTIONS

SANDVIK MINING AND
ROCK TECHNOLOGY

SANDVIK MATERIALS
TECHNOLOGY

CHALLENGES AREDIFFERENT

PA BASED EVALUATION

SANDVIK
CAPITAL MARKETS DAY 2016 ]



SANDVIK MACHINING
SOLUTIONS

PA (| PA || PA || PA || PA

CHALLENGES ARE DIFFERENT

19

» Consumables and solutions
« Highly vertically integrated

* Value selling — High A&S

* High leverage

+ Good ROCE

» Strong cash flow

» Operational excellence

» Growth in focus

PA BASED EVALUATION

SANDVIK
[
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SANDVIK MACHINING

SANDVIK MINING AND

CHALLENGES ARE DIFFERENT

20

Consumables and solutions
Highly vertically integrated
Value selling — High A&S
High leverage

Good ROCE

Strong cash flow
Operational excellence
Growth in focus

SOLUTIONS ROCK TECHNOLOGY

PA ||PA [|[PA |[PA ||PA | [PA||PA [|PA || PA || PA
PA || PA || PA

BU||BU||BU|[BU||BU| [BU|[BU

* New equipment andparts &
service

* Assembly business

* Lowerleverage

+ Significant aftermarket
+ Weak ROCE
* Focus onimproving NWC

and profitability

PA BASED EVALUATION

SANDVIK
[
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SANDVIK MACHINING
SOLUTIONS

SANDVIK MINING AND
ROCK TECHNOLOGY

SANDVIK MATERIALS

TECHNOLOGY

PA ([ PA || PA || PA || PA

PA || PA || PA || PA || PA

P

21

» Consumables and solutions
« Highly vertically integrated
* Value selling — High A&S

* High leverage

+ Good ROCE

» Strong cash flow

» Operational excellence

» Growth in focus

PA ([ PA || PA
el

* New equipment andparts &
service

* Assembly business

* Lowerleverage

+ Significant aftermarket
+ Weak ROCE

* Focus onimproving NWC
and profitability

2
Y

PA
BU
BU

A || PA
IR
BU

Advanced stainless steels
and special alloys
Highly vertically integrated

High leverage
Limited aftermarket

Focus on improving
profitability and ROCE

CHALLENGES ARE DIFFERENT

PA BASED EVALUATION

SANDVIK
[
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ADJUSTED EBIT %
35

30
25
20
15

10

LYY G T | T

-200 -100 100 200 300 700 1050 1 500 6 700 6 800

ADJUSTED EBIT, MSEK
-10

22 -15
BUBBLE SIZE: REVENUES

*Note: Excluding BA-common costs, nonrecuring items and metal price for SMT. All'data for full year 2015. Visualizing major product- and business areas



THE SANDVIK WAY

COMMON GROUND

» Core capabilities
+ Clear authority and accountability
» Strong performance management

» Common governance and selected common policies and
processes

* Common risk management, internal control & compliance systems
+ Common Core Values and Code of Conduct

LS

CUSTOMER INNOVATION FAIR PASSION
FOCUS PLAY TO WIN

GROUP

BA

PA PA PA

23
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WE DRIVE PROFITABILITY
BY CONSTANT IMPROVEMENTS WITHIN PA:S

INCREASE CUSTOMER PRODUCTIVITY LEANER AND QUICKER ADJUSTMENT EARNINGS VOLATILITY
NO.1 OR2 TO DEMAND CHANGES PROFITABILITY

NEW SALES RATIO ORGANIC REVENUES PER FTE NWC % OF REVENUES
‘ N ‘
1900
W//\/‘/ 30% 1 /\/\/

. : : 20% ’ ’ 0% 1
2014 2015 2016 2014 2015 2016 2013 2014 2015

AFTERMARKET SHARE

100% 1

NWC % of revenues mOther
- — — Target m Aftermarket

ENSURING SUSTAINABILITY IN EVERYTHING WE DO

INNOVATION &
PRODUCTIVITY

24

HEALTH & ENVIRONMENTAL USE, REUSE &
SAFETY IMPACT RECYCLE

S &2 &




GROWTH
OPPORTUNITIES

VALUE
BASED
PRICING

NEW
PRODUCT
LAUNCHES

AFTER-
MARKET

GROWTH

GENERATE
GROWTH

CUSTOMIZED

OFFERING

EMERGING

MARKETS




DIGITALIZATION

: ::telllgt]ent toc.>tls. ,‘.-lAp,.\
emo .e monitoring ),.rfr,"vl‘,
* Automine

* Machine performance .! - ‘7

11,000

new products from Sandvik
Machining Solutions in 2016

PRODUCTIVITY
GAP

26

VALUE
BASED
PRICING

NEW
PRODUCT
LAUNCHES

GROWTH



FUNDAMENTALS — SETTING THE SCENE

» Mapping and tracking of installed base
» Focused product area for aftermarket

* Increased transparency to grow
combined equipmentand aftermarket
sales

* Incentives

AFTER-
MARKET

OFFERING

* Improved offering

- Climb the service ladder
- Service & repairkits

* Presence through customer service
centers

* Advanced data analytics

GROWTH

GENERATE
GROWTH

27




DIGITALIZATION

APPLICATIONS & NICHES

GROWTH

GENERATE
GROWTH

GROW IN CORE

28



MULTI-BRAND STRATEGY

- —I||IUJl=Il_TEI=I

SSEECSC)B  DORMERDPRAMET

PRODUCTIVITY INFOCUS

PRODUCTIVITY

GROWTH STRATEGY FOR
EMERGING MARKETS

LOCALIZED OFFERING

10% 4—

0%
2012 2014 2016

I % of tot revenues China/India

DORMER ) PRAMET

GROWTH

GENERATE
GROWTH

CUSTOMIZED
OFFERING

EMERGING
MARKETS



CURRENT FINANCIAL TARGETS

30

AVERAGE ANNUAL
GROWTH

8%

INCLUDING M&A

RETURN ON
CAPITAL EMPLOYED

25%

OVER A BUSINESS CYCLE

NET DEBT/
EQUITY RATIO

<0.8

EXCLUDING MAJOR ACQUISITIONS

DIVIDEND
PAYOUT RATIO

50%

OF EARNINGS PER SHARE
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NEW FINANCIAL TARGETS

OLD

FROM BUSINESS CYCLE
v avsess or W

ABSOLUTE EBIT ROCE NET DEBT/ BIAVAID]I=\[D)
GROWTH IMPROVEMENT EQUITY RATIO PAYOUT RATIO
_; /O —3 /OPTS <OI8 50/0
2016-18 2016 — 2018 EXCLUDING MAJOR ACQUISITIONS, OF REPORTED EARNINGS
CAGR BASELINE 2015 TO 2018 IMPROVE!;\?\ES'\‘ETL%%MZF;/??ED WITH INCLUDING NET PENSION LIABILITIES PER SHARE




SETTING THE BASE LINE FOR IMPROVEMENT

BSEK

2015

» Baseline 2015: adjusted
EBIT excl. metal price effect
in SMT, and new BA-
structure

Target 2018: improvement
excl. currency, nonrecurring
items and metal price effect
in SMT

27%

2015

2018

» Baseline 2015: adjusted
EBIT and capital employed
for new BA-structure

» Target 2018: improvement
excl. nonrecurring items.

» Percentage points to 2018

Z30A:)F’TS

.

2015

2016

=== Net gearing old KPI

=== Net gearing new KPI

Incl. pension liabilities in net
debt

Annual target excl. major
acquisitions

Incl. actuarial losses/gains
in equity

Corresponds 0,5-0,6 if old
definition used

<0.8

32




STABILITY, PROFITABILITY, GROWTH

HOW WE DO IT

STRATEGIC PRIORITIES

HOW TO MEASURE

NO. 10R 2
FOCUS ON CORE

DECENTRALIZED
BUSINESS MODEL

ENTREPRENEURIAL
DRIVE

CONSTANT
IMPROVEMENTS

ACCOUNTABILITY,
TRANSPARENCY
& SPEED

PRODUCT LAUNCHES
PRODUCTIVITY GAINS

M&A DIGITALIZATION
BOLT-ON

COST & CAPITAL
EFFICIENCY

GAIN MARKET SHARE
IN AFTERMARKET

ABSOLUTE EBIT ROCE:
GROWTH IMRROVEMENT

7% | 23%s:

RATIO DIVIDEND
NETDEBT/EQUTY PAYOUTRATIO

RS ||50%

KPI

INTERNAL
INCENTIVES

(EBIT, NWC,PRODUCTIVITY)

WE SET THE INDUSTRY STANDARD




DISCLAIMER STATEMENT

“Some statements herein are forward-looking and the actual outcome could be materially different. In addition to the factors explicitty commented upon, the actual outcome could be
materially affected by other factors for example, the effect of economic conditions, exchange-rate and i nter est-rate movements, political risks, impact of competing products and their

pricing, product development, commercialisation and technological difficulties, supply disturbances, and the major customer credit losses.”

SANDVIK
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