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— R&D Investment is
Backbone for Our
Product Leadership and
Long-Term Growth
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! Capital Markets Day 2019
Kjell Forsén, President and CEO
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Group Strategy oMifo)

OBSERVATIONS FOR A BETTER WORLD

WEATHER AND ENVIRONMENT INDUSTRIAL MEASUREMENTS

Global leadership based on best products and solutions Growth through product leadership
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We drive excellence in high-mix, low-volume businesses.
Lead, Learn, Lean (3L)

WE BUILD OUR SUCCESS ON

Application Expertise
Science-Based Technology Leadership
Reliability

Engaged & Talented People Sustainability
Partnerships Strong Financial Position

OUR VALUES GUIDE US

Customer Focus Innovation and Renewal Strong Together Integrity

We strive for deep understanding We embrace pioneering innovation We excel by sharing, learning, and We are honest, respectful, and
of our customers’ needs and aim at and drive change through continuous working together with each other reliable. We promote sustainable
meeting them in everything we do. improvement and learning. and our stakeholders. and ethical behavior.
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R&D Has Essential Role in Strategy Execution MRS

Market Environment

Roadmaps are connected to company . Mega Trends

strategy and financial long-term plan

Strategy Planning
Roadmap and financial
long-term plan

Continuous

Business ramp-ups Follow-Up Dialogue Execution Annual R&D execution
followed regularly Actuals and Rolling Planning plan made with detail
Planning Forecast
Execution

Every R&D project is evaluated

Growth and Improved Profitability, through business case process

Customer satisfaction,
Competitiveness
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R&D Business Cases Are Evaluated Continuously M9

Change Management/ Yearly Business Re-evaluation

Portfolio Management Portfolio Management

(Portfolio Planning)

(Portfolio Planning)

Release Plan

Technology

Prestudy Concept ; Sustain Ramp Down @

End of Life

Idea Business Case Project Plan Launch Plan Ramp Down
Acceptance Acceptance Commitment Acceptance Decision

Strategic Portfolio Impact
Alignment Analysis

Market and Customer Impact
Customer Analysis Analysis

Financial Financial and
Analysis Business Analysis
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Products Have Long Lifetimes

Product lifetime

Technology Product Product Product sales, Product
development R&D ramp-up delivery and support ramp-down

Maintenance and engineering
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Modernization
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R&D Investment Has Increased Significantly

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

MEUR
50

45

40

3

(@)

3

o

2

(¢)]

2

o

1

(€)]

1

o

)

o

m Vaisala ® Weather and Environment Industrial Measurements
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Two Thirds of Annual R&D Spend is Used for Renewal
and Defending Current Market Position
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Technology pre-studies and research projects
(i.e. hydrocarbons)

Compliance with changing regulations,
component and material changes,
end of life support

Air quality

1l

H Hydrogen
id
Renewal of existing offering —e peroxide

/ Biogas

v Forward Wireless
NV scatter = CMS

Y X-Band
\‘/ Radar

& Radiosonde

mTechnology ®New products mModernization Maintenance
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Impact of R&D Investment in Net Sales During the MRS
Long-Term Planning Period

@) @)
76 76
Net sales of modernized Net sales of new
products average 1/3 of total products average 10% of total

annual net sales during long- annual net sales during long-
term planning period term planning period
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Case: 4th Generation Radiosonde e
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Project started in 2010 What did we achieve
Total investment >10 MEUR = 50% less warranty returns

Payback time ~6 years Scrap decreased significantly

Targets for the project 20% improvement in measurement accuracy

Clear decrease of cost components
(warranty, scrap and engineering costs)

Significantly lower product cost

Clear usability improvements
Throughput time from 65 to 22 days

MEUR
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e mmm Discounted cash flow

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 Discounted cash flow, cum
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High R&D Investment is a Strategic Choice

We are technology and product leader

We have chosen to be a one stop shop for our
weather customers - wide product portfolio

Crucial for renewal and defending market
position

Enabler for growth
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CMD19

Observations for a Better World

VAISALA



