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During the last 4 years we observe that GDP

IS going down and this year it will hit the floor
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Source: Rosstat, VTB Capital
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Life in a changing (and volatile)
economy

The market is changing under the
pressure of the economic changes
and it becomes volatile, with many
organizations dealing with:

m Limited budgets for salary increases
= Uncertainty with revenue and financial expectations

s Employees demanding their contributions be recognized —
financially & non-financially

s Adapting to a changing (and new) workforce — the millennials are
herel!
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Pay Market growth is slowing down and
companies are more adjusting salaries to the
Inflation rather than giving real increases

Nominal and real salary increases in 2008-2014
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For the 1St time since 2009 we see
that the number of companies that

did not raise salaries increased

% of companies that Salary Increase, Ave
increased salaries
Executives/ 849, _ 5,3%
Senior Management
Middle Management/ 0 _ 0
Seasoned Professionals 86% 3’4 /0
Supervisory/
Junior Professionals 79% == 6 3%
Clerical/
Operational 72% =) 1] 3%

Source: Hay Group Compensation report Russia 2014
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How many companies froze their
salaries this year ?

Natural resources Hi-Tech

Retall Chemicals Oil & Gas

Industrials & Automobiles & auto
Consumer Goods parts

0

Source: Hay Group PayNet Russia 2014 database
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Though increases vary based on the

sector, the difference is not very

Slgmflcant Inflation— 5,6% | June
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October
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Reference Date: June 01, 2014

Source: Hay Group Compensation report Russia 2014 | Data on inflation is derived for June 2014 from Rosstat
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What companies plan for salary
Increase in 20157

% of companies that plan to Salary Increase, Ave
increase salaries
Executives/ 859, _ 6,0%
Senior Management
Middle Management/ 0 — 0
Seasoned Professionals 88% 6’5 /0
Supervisory/
Junior Professionals 88% =mmmdp 6 5%
Clerical/
Operational 87% =) G 50

Source: Hay Group Compensation report Russia 2014
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How many companies plan to freeze
their salaries in 20157

Natural resources Hi-Tech

Retall Oil & Gas

Source: Hay Group Compensation report Russia 2014
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Base salary increase forecast in
different sectors or 2015

Inflation — 6,5%
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Source: Hay Group Compensation report Russia 2014
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There is still a significant gap between

Moscow pay market and regional
markets

North-Western
region

Far-Eastern region
69% Sakhalin
Central region
{27 vblgo-VyatsKiyreg West-Siberian
w 54% 4

90%
) East-Siberian \
region

region

Al

61%

Caucausian
region

Central-
Blacksoil
region

Source: Hay Group PayNet Russia 2014 database



The cities that are paying higher are
the ones where we see economic
development as well as higher
concentration of business activity

2 St. Petersburg 79%
3 Vladivostok 70%
4 Kaluga 67%
5 Ekaterinburg 66%
6 Novosibirsk 64%
/ Tyumen 64%
8 Krasnodar 63%
9 Krasnoyarsk 61%
10 Rostov-on-Don 60%

Source: Hay Group PayNet Russia 2014 database
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Difference between bonus eligible i

employees and employees who actually
received bonus Is getting bigger

Natural resources Industrials Hi-Tech

Retall Chemicals

Automobiles &
Auto parts

Source: Hay Group PayNet Russia 2014 database
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There iIs a growing trend
that real payouts are
getting smaller than what
companies are targeting for,
because It becomes more
difficult to get to the
results (both company and
iIndividual)



Target bonus and Actual paid bonus

as % of base salary

Sales jobs
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Source: Hay Group PayNet Russia 2014 database
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Target bonus and Actual paid bonus as
% of base salary

Non-sales jobs
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Source: Hay Group PayNet Russia 2014 database
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What Is the
Impact on
employees?
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21% employees
left companies this

year
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At risk are those employees whose work

experience ranges from 1 to 5 years

Industrial goods

Life Sciences

Hi-Tech /
Communications

FMCG

Retail / HoReCa

Automotive /
Trucks

General Market
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Source: Hay Group HR Navigator 2014 research
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So far volatility of political and economic situation
does not help to reduce employee

turnover on the Russian labor market.

Companies continue to OPtIMIzZe cosSts
on benefits and allowances

It’'s not enough to retain and motivate
employees only by tangible rewards
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So today is very important not only

how much you pay, but also...

| fully understand the
link between the job |
do and how | am

| have enough
authority in my
job



And in the end it Is a shared
responsibility of...

Line
Manager

HayGroup’
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Our Remuneration data for Russia
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Questions?

Download the new
Activate Brochure

Irina Chernozubova

an entire organization.

Head of HR Tools Division in Russia e

T +7 925 0812147
@ Irina.Chernozubova@haygroup.com
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