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AEB: General information

. | Association
AEB X of European
—_ Businesses

The Association of European Businesses (AEB) is:

An independent non-commercial organization founded in 1995;

Today, the AEB is the main representative body of foreign investors in the Russian
Federation;

An active community of over 500 members from the EU, the European

Free Trade Association (EFTA) and other countries, which do business in the Russian
Federation;

An advocate of the interests of its members working in more than 80 industrial and cross-
sectoral committees, sub-committees and working groups;

Working to improve the business, investment and trade environment in Russia for the AEB
members through information support, lobbying and networking activities;

Promoting partnership and economic integration between the Russian Federation and the
European Union.

= Strategies and Prospects for European Companies in Russia 2023
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AEB survey: Strategies and Prospects For
European Companies in Russia

= Conducted annually, and in 2023 for the sixteenth time.

**t*
AEB
* 4 K

Assaociation
of European
Businesses

= A highly valuable source of first-hand information that provides us all with the

‘helicopter view’ of the current crisis, its impact on various sectors.

= Atraditional equitable indicator of the perception of the business environment.

= Assists in maintaining productive relations with the Russian authorities and in

facilitating AEB lobbying activities aimed at representing and defending the interests

of its member companies.

= Strategies and Prospects for European Companies in Russia 2023



C O n te n tS *** | Association

*
AEB X of European
—_ Businesses

. Methodology

. Company profiles

. Market entry

. Prospects for companies and the business environment
. Financing

. Perception of the business environment

. Sustainable development

. Sanctions and countermeasures effects on business

O© 00 N O O & W N B

. AEB barometer and conclusions
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Methodology & main research goals ~+.| Associstion

*
AEB X of European
* ok Businesses

To define the level of business activities comfort in Russia for the AEB
Main research goal member companies and evaluate their investment climate perception

Online interviews (CAWI) with the top management of AEB member
Methodology companies operating in Russia

The survey was conducted in April — May 2023

6 June 2023 = Strategies and Prospects for European Companies in Russia 2023

93 companies
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Respondents by countries of origin and sectors, % -+ | Association

Germany

Russia

France

Sweden

Switzerland

United Kingdom

Finland

Italy

Netherlands

USA

Other

QO00. Country of origin. Q1. Please indicate your company’s market sector?
Base: 93 AEB members (2023) / 107 AEB members (2022)

6 June 2023 = Strategies and Prospects for European Companies in Russia 2023

*
AEB X of European
—_ Businesses

Chemicals & Pharmaceuticals

Professional Services (audit, legal,
consulting, etc.)

Financial Services (banking, insurance,
etc.)

FMCG & Retall

Engineering & Construction

Automotive

Energy & Natural Resources

Transport & Logistics

IT & Telecommunications

Hospitality Industry

Other

*Many Russian AEB member companies have a share of capital in European countries
and/or were founded by citizens of European countries
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Employees

Average number of employees per company

1 694

1427

Q2. What is the size of your company in Russia?
Base: 93 AEB members (2023) / 107 AEB members (2022)

= Strategies and Prospects for European Companies in Russia 2023

AEB -

* 4k

Size of company

Less than 15 employees

15-100 employees

101-250 employees

251-1000 employees

1001-5000 employees

More than 5000 employees

Don't Know

Assaociation
of European
Businesses
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Market entry

Strategies and Prospects for European Companies in Russia 2023
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Reasons to enter the Russian market, %

Large potential of the market

Large market size

Positive market dynamics

Skilled personnel

Lucrative raw materials costs

Russian government support/incentives

Low competition

Low personnel costs

Attractive terms for production to export

Other

Q5. How important were the following reasons for your initial entry into the Russian market?
Base: 93 AEB members (2023)

6 June 2023 = Strategies and Prospects for European Companies in Russia 2023

2023
2022

2023
2022

2023
2022

2023
2022

2023
2022

2023
2022

2023
2022

2023
2022

2023
2022

2023
2022

AEB -

* 4k

53
50

17
16 m Very important = Important

Assaociation
of European
Businesses
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Reasons to present on the Russian market today

VS. reasons to enter the market, %

Large potential of the market

Large market size

Positive market dynamics

Skilled personnel

Lucrative raw materials costs

Russian government support/incentives

Low competition

Low personnel costs

Attractive terms for production to export

Other

at the entry point
in 2023

at the entry point
in 2023

at the entry point
in 2023

at the entry point
in 2023

at the entry point
in 2023

at the entry point
in 2023

at the entry point
in 2023

at the entry point
in 2023

at the entry point
in 2023

at the entry point
in 2023

Q5. How important were the following reasons for your initial entry into the Russian market?
Q6. And how important are these reasons for your presence on the Russian market today?

Base: 93 AEB members (2023) / 107 AEB members (2022)
= Strategies and Prospects for European Companies in Russia 2023

61

28

52
30

45
25

29
27

13 29
9 24
7 16
8 17

5 36
5 28

3 38
2

31

3 17

13

S B
11 2

Assaociation

*
AEB ~ | of European
oy * Businesses

29
43

36
46

45
38

53
46

® Very important = Important

12



Prospects for companies and business
environment
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Main macroeconomic indicators in Russia,% e+ | Associstion

AEB » | of European
«,+ | Businesses

(%) | (%) | (%) (%) (%) | (%)
Gross Domestic Product* 4,3 3,4 1,3 06 -37 -02 14 2,3 1,3 -31 47 -21
Industrial production index* 5,3 3,0 0,4 1,7 -34 -0,1 1,0 2,9 24 -29 53 -0,6
Retail trade revenue* 7,0 6,3 3,9 27 -16 -48 16 2,6 22 34 173 -6,7
Per capita income, real* 1,2 5,8 3,7 -08 -40 -59 0,8 0,3 08 -35 31 -14
Unemployment** 50 47 41 52 56 56 52 48 46 58 48 37
Inflation** 6,1 6,6 6,5 114 129 54 2,5 4,3 3,0 4,9 84 119

* The values are given in % relative to the previous year

** The values are given in % as of the end of the year
Source: Rosstat

6 June 2023 = Strategies and Prospects for European Companies in Russia 2023 14



Company turnover compared .| Associtin

AEB ~ | of European

to previous year, %

m2022 m2021 =2020 =2019

1 2 4 3

‘ I
Increased No change Decreased Don't Know
100 87
Increased 80
(trend) 60
40 \

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Q4. How did the company turnover in 2022 compare to 2021?
Base: 93 AEB members (2023) / 107 AEB members (2022) / 105 AEB members (2021) / 90 AEB members (2020)

6 June 2023 = Strategies and Prospects for European Companies in Russia 2023



Growth of the economy and business inthe
first quarter 2023, % A | g Suropear

Expectations regarding the economy Expectations regarding business growth
Worse Worse 47
56
52
As expected As expected
Better Better
m 2023
m 2022
Don't Know Don't Know = 2021
2020
60 60 42
33 32 33 32 32 31
Better ‘21'2 28 13 ] 22 4y 12 13 . 8 Better :2 17 0 16 21 14 18 20 14 14 28
(trend) . (trend) .

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Q15. How has the overall state of the economy developed in the first 3 months compared to your expectations at the start of the year?
Q19. How do business results in the first 3 months compare to targets?
Base: 93 AEB members (2023) / 107 AEB members (2022) / 105 AEB members (2021) / 90 AEB members (2020)

6 June 2023 = Strategies and Prospects for European Companies in Russia 2023
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Investments, % +++. | Association

AEB » | of European
«++ | Businesses

m2023 m2022 m2021 =2020

45
27
17
7 7 4 4 5
Will increase Will not change Will decrease Don't Know

100 25 74

Increase 50

(trend)

0 T T T T T T T T T T T T T 1

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Q13. How do you expect your investments to change in 2023 vs. 2022?
Base: 93 AEB members (2023) / 107 AEB members (2022) / 105 AEB members (2021) / 90 AEB members (2020)

= Strategies and Prospects for European Companies in Russia 2023
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Turnover and profit in the next three years,% | ...

Revenue

mWill increase  ®mWill not change

75
68

58

48

29
24

15 16
10

2023 2022 2021 2020

Q20. What is your 3-year forecast for your company’s business in Russia?

Base: 93 AEB members (2023) / 107 AEB members (2022) / 105 AEB members (2021) / 90 AEB members (2020)

= Strategies and Prospects for European Companies in Russia 2023

Assaociation

AEB » | of European
«++ | Businesses

Profit

Will decrease Don't Know

2023 2022 2021 2020

18
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Investments in the sectors and In Russia —++. | Assocition

AEB ~ | of European

overall in the next 2-3 years, %

In your sector In Russia as a whole

mWill increase  ®Will not change Will decrease Don't Know

84
88
67
67
45
3734
30
18 25 24
17
9 8 11
7
o [ ey
o
2023 2022 2021 2020 2023 2022 2021 2020

Q17. How do you think investment by foreign companies in Russia will develop over the next 2-3 years?
Base: 93 AEB members (2023) / 107 AEB members (2022) / 105 AEB members (2021) / 90 AEB members (2020)

= Strategies and Prospects for European Companies in Russia 2023
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ECOn0m|C OUtIOOk fOr RUSSIa *** | Association

AEB ~ | of European

In the next 10 years, %

Short term (1-2 years) Medium term (3-5 years) Long term (6-10 years)

®m Growth m Stagnation = Decline = Don't Know

1 79
71 | |
- 60 %
| 1 .
| 1214 ML T
ul 4 3 | 3 | 0

2022 2021 2023 . 2022 | 2021 2023 2022 2021

76

913

Growth (trend)
57 44 45 100 - 68 66 55 42 40 53 73 66 66 73 a5 55 100 53 57 58 69 73 SLSZ 84 80 79 79 60 71
™ 9) Q‘) ’\ ‘b ‘ Y Y Y Y Y Y Y ' ' ' ' ! ‘ 0 - ! T T T T T T T T T T T 1
P @\%@\%@\ S S ‘1/\ 2 fv w %% 4 ,19'\\ ,19'3’ (19'& (I,Q\b‘ ()9'@ (19'3’ (19'4\ (19'\% ,19'9 %Q‘LQ %&'\ r&fﬂ %in" %Q\'\ ()9»{‘/ "19\“3 %Q\b‘ (}9\‘0 "19\6 q/d(\ (}9\% (&\q@@@%\(&@@(@

Q16. How would you evaluate the economic outlook for Russia?
Base: 93 AEB members (2023) / 107 AEB members (2022) / 105 AEB members (2021)

6 June 2023 = Strategies and Prospects for European Companies in Russia 2023 20



6 June 2023

Financing

Strategies and Prospects for European Companies in Russia 2023

21



6 June 2023

Delayed payments, %

Yes, we went to court but were not
successful

Yes, we went to court and were

AEB -

* 4k

Assaociation
of European
Businesses

51% went to court

successful (43% 8 2022)
_/
No, we did not think that the courts
could resolve this problem
No, we have never had bad debts
m 2023
Don't Know m 2022
m 2021
2020
60 -
55
Yes, we went to court and ig :
were successful 40
(trend) 35 -
30 T T T T T T T T T 1

2011 2012 2013 2014 2015 2016 2017 2018 2019

Q10. Have you ever resorted to court action to recover debts?
Base: 93 AEB members (2023) / 107 AEB members (2022) / 105 AEB members (2021) / 90 AEB members (2020)

= Strategies and Prospects for European Companies in Russia 2023

2022

2023
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The most significant barriers to financing, %

The U.S., EU and other sanctions towards Russia
Russia's countermeasures

High interest rates

Insufficient cash flow/auto financing capacity

Unwillingness of shareholders to provide loans

Limited number of financial instruments offered by Russian banks

Restricted access to bank loans

Regulatory restrictions by the Central Bank minimizing the flexibility of
banks to re-structure existing loans

Difficulty in raising capital on the stock market

Unwillingness of institutional investors to provide loans

Restrictions caused by coronavirus pandemic

Q14. What do you expect to be the most significant barriers to financing in 2023?
The answer total may exceed 100% as multiple answers are possible.

Base: 93 AEB members (2023) / 107 AEB members (2022) / 105 AEB members (2021) / 90 AEB members (2020)

= Strategies and Prospects for European Companies in Russia 2023

20
. 9,15
17
0
. 11
10 17
S 16
4 19
8
20

46

30

26

42

AEB -

* 4k

m 2023
m 2022
m2021

2020

Assaociation
of European
Businesses

76

23



Perception of business environment



Business culture of counterparts,%

Clients/customers
Contractors

Suppliers

Tax authorities

Other government authorities
Customs authorities
Legislative bodies

Courts and justice system

tl A significant increase/decrease from 2022

Q7. How would you evaluate the level of business interaction in Russia?
Base: 93 AEB members (2023) / 107 AEB members (2022)

6 June 2023 = Strategies and Prospects for European Companies in Russia 2023

25
22
16
14

11

m Positively

69
55
57
62
53
60
= Neutrally m Negatively

*** | Association

*
AEB X of European
oy * Businesses

24 57

14 7
15 7

120, |10

25 1] 9

201 9

m Don't Know

25



The most significant barriers to business -+ | Associstin

AEB :; of European

In RUSSIa’ % * ok Businesses

- 30
o 0 FX rate volatility
Restrictions due to the U.S., EU 79
and other sanctions towards Russia o .

56 Decline in the purchasing power of the

Refusal of foreign partner companies to do business in 31 Russian population
Russia|

Uncertainty of development of the situation / risk of 72 Difficulties with using foreign software
deterioration of the economic situation in Russia /

threat of Russia's economic isolation* [ NENERENEN 1 Reau o
The economic crisis and uncertainty of development egulatory restrictions
of the situation in Russia _
4245 Increase in the cost of goods,
Restrictions due to Russia's countermeasures raw materials, components
45 -
Lack of workers and/or qualified personnel
Difficulties with making payments and settlement
112 Inflation
Reputational risks for businesse
from working in Russia 37 Risks of non-payments, bankruptcy
Difficulties with logistics, supplies, 41 m 2023
incl. lack of materials and component parts . .
36 Lack of state-of-the-art production facilities 2022
Threat of Russia's economic isolation
65
Regulatory restrictions 60 — 20 23
(trend) 10 + T T T
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Q9. What are the most significant barriers to business (production operations/ service provision)?
The answer total may exceed 100% as multiple answers are possible. * This answer was divided into separate answers in the 2023 survey

Base: 93 AEB members (2023) / 107 AEB members (2022)
6 June 2023 = Strategies and Prospects for European Companies in Russia 2023
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Expectations of improvement in different -+~ | Associstin

AEB ~ | of European

operating units over the next two years, %

Infrastructure | TEE A

Reliability of supply chain partners 11 51
Legal constraints on activities 10 31
Corruption 10 17
Bureaucracy 8 27
Labour force capabilities 7 42
Rising labour costs 37
Taxes and duties & 30

Customs regulations ] 45

m Significant improvement = Moderate improvement

tl A significant increase/decrease from 2022

Q18. What degree of improvement do you expect for each of the following operational challenges over the next two years?
Base: 93 AEB members (2023) / 107 AEB members (2022)

= Strategies and Prospects for European Companies in Russia 2023

32 7

T
oo o

60 5

1 44 8

T e
T

45 7

® No improvement = Don't know

27
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Sustainable development

Strategies and Prospects for European Companies in Russia 2023
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Sustainable development strategy
INn your company,%

*** | Association
AEB X of European
* ok Businesses

B Yes, the sustainability strategy was adopted in our company and implemented in the past, but is paused in Russia in 2022-2023

= Yes, our company has developed and approved a sustainable development strategy

Yes, but it’s still under development
® No, but we’re planning to develop it in the near future
= No and there are no plans to develop

m Not sure

11 11 12 11 11

2023

tl A significant increase/decrease from 2022

Q35. Does your company have a sustainable development strategy?
Base: 93 AEB members (2023) / 107 AEB members (2022)

= Strategies and Prospects for European Companies in Russia 2023

64

21

e ees Bl

2021
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Sanctions and countermeasures effects on
business
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Impact of sanctions and countermeasures, % [ -] asocton

AEB * | of European
«.* | Businesses

. What have been affected
Impact on company’s business

Supply chains disruptions in 2023
/ logistic problems in 2022
5 _ i
Not affected 5 Payment difficulties !n 2023 47 28
in 2022 | 42 33
in 2023

Affected, but not significantly Lower sales volumes

in 2022

Administrative barriers in 2023
Significantly affected 1 2022
Lower margins in 2023
in 2022
Don't Know
Payment difficulties of customers in 2023
in 2022
Other in 2023 K
in 2022 2 m Significantly = Slightly

Q60. Have the U.S., EU and other sanctions towards Russia and the Russian countermeasures imposed in 2022-2023 affected your business in Russia?
Q61. How have the U.S., EU and other sanctions towards Russia and the Russian countermeasures imposed in 2022-2023 affected your business?
Base: 93 AEB members (2023) / 107 AEB members (2022)

6 June 2023 = Strategies and Prospects for European Companies in Russia 2023



Sanctions, countermeasures and -] Associstion

AEB } of European

business response, %

. , .
Sanctions and countermeasures that had Company’s response to sanctions
the most negatlve Impact on business and countermeasures
Export and import restrictions towards Russia 59 Changes re investment plans _41 48
Sanctions targeting Russian financial organizations _42 53
Marketing budget cuts I 7
Transport restrictions (air/sea/railway) ING_—_ERG——_————___ 10 0 a7
Freezing of Russia's currency assets / SWIFT disconnection _19 31 HR measures _18 24
Restrictions on payments imposed as part of Russian countermeasures EG—_——————— 2%1 Postponed the launch of new goods [N 22
Currency restrictions imposed as part of Russian countermeasures IEG_—_G_—_S- 29 / services / models ¥
y p P 29 < onof ons / activiti | Bt
Possible restrictions on withdrawal of foreign businesses from Russian assets _15 26 uspension of operations / activities 22
Possibility of criminal liability for compliance with the sanctions I 20 o5 Reduced product range - 15 21
Sanctions towards separate individuals / companies / assets IEG—_—_G__19 . B
23 Lower production volumes 18
Export and import restrictions by Russia I 1620 B o
Suspension of visas éo Closure of branches / offices 5
Legalization of parallel imports | 46 Other -8 14
Sanctions targeting the Russi tor M_3
anctions targeting the Russian energy sector 11 No measures taken e 1;16 -
Don't Know 8 [ |
Don't Know N 1 2022 ° ° 4 2022

Q62. What the U.S., EU and other sanctions against Russia and Russian countermeasures imposed in 2022-2023 have had the most negative impact on your business in Russia?
Q63. What measures has your company taken in connection with the U.S., EU and other sanctions towards Russia and Russia's countermeasures imposed in 2022-20237?
Base: 93 AEB members (2023) / 107 AEB members (2022)

6 June 2023 = Strategies and Prospects for European Companies in Russia 2023
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Changes in company's investment strategy in
Russia, %

New investments were planned, 36
but suspended due to the current situation 45

22

Investments in current projects were suspended 23

We had no investments in Russia 18

There were no plans to invest in the coming years

Unchanged, we continue to invest

Don't Know 12 2022

Q64. How has your company's investment strategy changed in Russia?
Base: 93 AEB members (2023) / 107 AEB members (2022)
= Strategies and Prospects for European Companies in Russia 2023

AEB -

* 4k

Assaociation
of European
Businesses
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New opportunities for business development, risk .| Association
AEB » | of European

of closing the business in Russia, % ree | Businesses

New opportunities for business Risk of closing the business
development in Russia In the next 12 months

Growth of company market share in Russia

Reduced competition

High

The opportunity to occupy new product niches
The opportunity to attract new consumer segments

Business expansion in Russia Medium

The opportunity to employ qualified staff

The opportunity to optimize processes and logistics due to substitution of

foreign supplies Low

Growth of government support

Don't Know
Prefer not to answer

| don’t see new opportunities

Other

Q71. What new opportunities for your company business development in Russian market do you see?
Q66. How do you assess the risk of closing the business in the next 12 months?
Base: 93 AEB members (2023) / 107 AEB members (2022)

6 June 2023 = Strategies and Prospects for European Companies in Russia 2023



Employees’ changes, HR measures taken by the v | Accociation

AEB :; of European

CO m p any, % * ok Businesses

Changes in the number of HR measures taken by the company
employees in 2022-2023
No, we are trying to keep our personnel _ 58
and working conditions 65
= [ncreased = Reduced
No changes = Don't Know I 2

Yes, we had to reduce staff salaries

24
Yes, we had to partially reduce staff -17

Yes, we had to send the staff on vacations/
to downtime (prostoy)* 14

Other . 8
3

12
Prefer not to answer - m 2023
8 2022

* This answer was abolished in the 2023 survey

Q72. Was the number of employees in your company in Russia changed in 2022-2023?
Q65. Has your company taken HR measures in 2022-2023 to mitigate the economic consequences of the current situation?
Base: 93 AEB members (2023) / 107 AEB members (2022)

6 June 2023 = Strategies and Prospects for European Companies in Russia 2023
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Employees’ changes, %

Number of foreign highly qualified
specialists in the company

More than 10 foreign employees
3-10 foreign employees

1-2 foreign employees

0 foreign employees

Prefer not to answer

Q69. How many foreign employees (highly qualified specialists) does your company have in Russia?

AEB -

* 4k

Assaociation
of European
Businesses

Changes in the number of foreign highly
gualified specialists due to the current

situation

Yes, increased

32
Yes, decreased
18

Has not changed

Don't Know

Q70. Has the number of foreign employees (highly qualified specialists) in your company in Russia changed in 2022-2023 due to the current situation?

Base: 93 AEB members (2023) / 107 AEB members (2022)
= Strategies and Prospects for European Companies in Russia 2023

62
79

m 2023
m 2022

36



Changes in management structure, %

Changes in management structure driven by
sanctions and Russian countermeasures

* *

AEB -

* 4k

Assaociation
of European
Businesses

New management form

Base: 20 AEB members who have changed its set-up due to imposed sanctions

Management buy out / leveraged management buy out

Yes, the company has changed its
structure Changed the

management structure

No, the company has not changed its
structure

DID NOT change the
Changes in the management structure are management structure
not related to the introduction of sanctions

and countermeasures

Prefer not to answer

Q67. Has your company changed its set-up, because of the imposed sanctions against Russia and imposed countermeasures?
Q67.1 If your company has changed its set-up, what is the new form:

Q67.2 If your company hasn’t changed its set-up, do you have respective plans?

Base: 93 AEB members (2023)

6 June 2023 = Strategies and Prospects for European Companies in Russia 2023

Sale to a Russian investor (financial or strategic)
Liquidation of the Russian company

Sale to a foreign partner

Sale to a Russian partner in case of partnership
Prefer not to answer

Other

20

15

30
20

Plans of changes in company's set-up

Base: 55 AEB members who haven't changed its set-up due to imposed sanctions

H Yes, we do
m Prefer not to answer

® No, we don’t

37
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AEB barometer: *** | Association

AEB ~ | of European

Business expectations in Russia cos" | Businesses

AEB index, 2023

Integrated index

Current business
state index

112
(2022 - 89)

 Current business situation (1= 104) ¢
+ Current macroeconomic situation (1= 119)4\
+ Business development index (I=111) A

117 (2020)
116 (2023)

Single indexes

80 (2022)
- Business expectations(l= 80) A

Short-term expectations index (1= 109) A\

« Medium-term expectations index (1= 133) A
Long-term expectations index (I= 157) A

+ Expected revenues index (1= 119) A
Expected profits index (1= 114) A

Business
expectations index

119
(2022 -76)

Negative
expectations

0
o
x
9

=

=
=
o
=
n

6 June 2023 = Strategies and Prospects for European Companies in Russia 2023



AEB barometer:
Business expectations in Russia

AEB index, Dynamics

AEB -

* 4k

Assaociation
of European
Businesses

Positive expectations

170 + 155 159

120 _— N~ 117 /\

130 \ i

10 \“5\ 106 __—

90

70 T T T T T T T T T T

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Integrated index

Current business
state index

112
(2022 - 89)

 Current business situation (1= 104) ¢
+ Current macroeconomic situation (1= 119).4\
+ Business development index (I1=111) A

Single indexes

« Business expectations(l= 80) A

+  Short-term expectations index (1= 109) A

«  Medium-term expectations index (1= 133) A\
+ Long-term expectations index (1= 157) 4
 Expected revenues index (1= 119) A

+ Expected profits index (1= 114) A

Business
expectations index

119
(2022 —76)

Single indexes
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2022 was a challenging year for European businesses in Russia. Sanctions pressure made the dynamics of most Russia's macroeconomic indicators downward, however,
the actual decline was less than forecasted. More than a half of the companies reported a decrease or no change in turnover in 2022 compared to 2021.

Expectations for Russian economy development in the short term (for 1-2 years) show a variety of opinions: AEB members are divided into three almost equally sized groups
who expect growth, stagnation, decline; investments of foreign companies will continue to decrease over the next 2-3 years. At the same time the mid-term (3-5 years) and
long-term (6-10 years) economic outlook for Russia changed the trend to a growth, expectations for Russian economy development have improved.

The comprehensive AEB index increased by 36 points from the last year to 116 points out of possible 200. Survey results fixed an upward trend in all Index components,
except current business situation. The integrated AEB index is in the area of neutral expectations at the level of 2020 and 2014.

Around a half of the companies stated that their business results in the first 3 months are as expected. The same number of companies forecast an increase in turnover and
profit in the next three years.

The most significant barriers to business in Russia are restrictions due to the sanctions and Russia's countermeasures, refusal of foreign partner companies to do business in
Russia and the economic crisis, including uncertainty of development of the situation in Russia. 83% of companies were negatively affected by the sanctions and Russian
countermeasures. The factors having the most negative impact in 2022 are export and import restrictions, sanctions targeting Russian financial organizations, transport
restrictions and freezing of Russia's currency assets / SWIFT disconnection. Despite the difficulties of doing business, the most of companies don’t consider the option of
closing their business in Russia.

As a response to the sanctions and countermeasures in most cases companies had to change investment plans, cut marketing budgets, take HR measures and postpone
launch of new products. The share of companies who planned new investments but suspended them due to the current situation has decreased. However, 58% of AEB
member-companies are trying to keep their personnel.

Most of AEB members see new opportunities for their business development in Russia, at first it is growth of company market share, opportunity to occupy new product
niches or attract new consumer segments and reduced competition level.

Every fifth company had to change its management structure due to the sanctions and Russia's countermeasures, primarily it was management buy-out or sale to a Russian
investor (financial or strategic).

The current crisis is reflected in changes of business culture assessments. Evaluation of interactions with customers, contractors and suppliers is getting worse but still
positive scores dominate. AEB members assess cooperation with legislative bodies and courts and justice system authorities as neutral to positive, but the number of
negative ratings increased compared to previous year.
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