GfK Rus FORUM OF RUSSIAN AND EUROPEAN BUSINESSES 2011 23.09.2011

Strategies and
Prospects of AEB
Member Companies
IN Russia

Dr.Alexander Demidov
Managing Director
GfK Rus

GfK




GfK Rus FORUM OF RUSSIAN AND EUROPEAN BUSINESSES 2011 23.09.2011

GfK Group’s Worldwide Coverage

China

Algeria
Argentina Colombia
Australia Costa Rica
Austria Croatia
Azerbaijan Cyprus
Bahrain Czech Republic
Barbados Denmark
Belgium Dominican Republic
Belize Ecuador
Bolivia Egypt
Bosnia-Herzegovina El Salvador
Botswana Estonia
Brazil Finland
Bulgaria France
Cambodia Germany
Canada Greece

Chile Guatemala

Honduras
Hong Kong
Hungary
India
Indonesia
Iran
Ireland
Israel
Italy
Jamaica
Japan
Jordan

Kazakhstan
Kenya
Korea
Kuwait
Latvia

Lebanon
Libya
Lithuania
Malaysia
Mexico
Montenegro
Morocco
Netherlands
New Zealand
Nicaragua
Nigeria
Norway
Oman
Pakistan
Panama
Paraguay
Peru

Philippines
Poland
Portugal
Puerto Rico
Qatar
Romania
Russia
Saudi-Arabia
Serbia
Singapore
Slovakia
Slovenia
South Africa
Spain
Sweden
Switzerland
Syria

/}

Taiwan
Tanzania
Thailand

Trinidad and Tobago
Tunisia
Turkey
Uganda
Ukraine

United Arab Emirates

United Kingdom
Uruguay
USA
Venezuela
Vietnam

ietnan GfK



GfK Rus FORUM OF RUSSIAN AND EUROPEAN BUSINESSES 2011 23.09.2011

GfK RUS — 2010

Revenue = 870 000 ThRUR

Employees | = 265 full-time employees
- /700 interviewers
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r ™
Results = 940 projects for 200 clients
- 420 000 interviews

Geography | =« Research in 82 subjects of
Russian Federation
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1. Methodology
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Methodology & Main Research Goal

1 Main Research goal:

To define the level of comfort in connectlon Wlth busmess activities in Russia for AEB

members .companies and evaluate thelr mvestment climate percw
ﬂ : ““ - | A

.l Methodology

Online and paper interview (CAWI and PAPI) with Top management of AEBfmember

companies?erating in Russia. The research was conducted in April-May 2011.

J Sample size - - - '

105 companies

GfK
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2. Companies’ Profile
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Respondents by Countries and Sectors, %

Professional
Germany .
Services

France Financial Services

LS Automotive

Engineering &
Construction

Netherlands

USA
FMCG & Retail

Sweden Chemicals &
Pharmaceuticals
Finland

Transport & Logistics

Switzerland
Media &
Entertainment
Austria
IT &
Telecommunications
Italy
Energy & Natural
. Resources
Russia
Other
Other

Q.1. What is your sector of activity?

GfK

Base=105 AEB members
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Personnel
Total number of employees Size of the company
Mean —
(no.of people) less than 15 11
employees i 15

38
528 15-100 employees

101-250
employees

382

more than 250
employees

N/A

#2010 2009 GfK

Base=105 AEB members
Q4. What is the scale of your Russian activities 2009 and 2010?
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Personnel by Position and Country, %

12 10

European
31
38
62
Russian
85 90
66 7 72
58
32 B Other
_m“ 0
General Production Sales Finance & Purchasing Logistics HR
Management Accounting

GfK

Q3. What is the nationality of the heads of the following functions?
The sum of answers can be more than 100% because multiply answers are possible
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3. Market entry

GfK
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Reasons for Entry into Russian Market, %

Reasons Terms of break even, %

Large market potential
7 A
Positive market
49 I
development
Large market size 54 _
Qualified personnel | 11 [EES2 ]
Low salaries |4 [EES0 T
. 18
Low competition | 7 _ 11 10

7 6
Favorable raw material
costs | - - f T T T T
State subsidies/incentives |3 - 1to 3 years 4to5 years Morethan5 Break even N/A

years not reached

other |11 [87 yet

Veryimportant B Important Q9. How many years did it take for your
Russian operations to break even?

GfK

Q7. How important were the following reasons for your market entry into Russia? Base=105 AEB members
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4. Companies' prospects
and
Business Environment
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Main Macro-Economic Indexes in Russia,

%0
2009 vs.2008 2010 vs 2009 1st half 2011 vs
(%) 1st half 2010,

(%0)

GDP -7.8 4.0 3.7

Industry production -9.3 8.2 5.3

index

Retail turnover -4.9 4.4 5.3

Income per capita, 2.1 4.1 -1.4

real

Unemployment 8.4 7.5 6.9*

(avg. for period)

Inflation 8.8 8.8 5.0**

*6.1% in July 2011 G.FK

** 0% to December 2010 Source: Rosstat
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Turnover in 2010, %

Increase 69

No change . 9

Decrease . 13

N/A . 10

GfK

Q5. How did the following indicator for your business as Turnover (in Euro) develops in 2010 vs. 2009? Base=105 AEB members
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Economy and Business Development in the first 3 months, %

Fulfillment of expectations about business

Fulfillment of expectations about state of the
development

economy

Worse 9
Worse . 11 I

As
ted 49
Better 32
I 6

N/A

N/A I 11

_ Base=105 AEB members

GfK

Q19. How has the overall state of the economy developed over the first 3 months compared to your expectations at the start of the year?
Q23. How has business of your company developed over the first 3 months compared to your expectations at the start of the year?
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Investments 2011 vs. 2010, %

72
12 11
4
| . O as HEE
Increase No change Decrease N/A

GfK

Base=105 AEB members
Q17. How do you expect your investments to develop in 2011 vs. 20107?
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Turnover and Profit over the next 3 years, %

Increase M No change M Decrease HEN/A

79
69
16 13 16
5
A u
I
Turnover Profit

GfK

Base=105 AEB members
Q24. How will the following indicators of your subsidiary in Russia develop over the next 3 years?
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Development in your Industry and in Russia as whole
over the next 2-3 years, %

Increase ® No change u Decrease mN/A

71
60
14
10
B
In Your industry In Russia as whole

GfK

Base=105 AEB members
Q21. How do you think will investment of foreign companies in Russia develop over the next 2-3 years?
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The Economic Outlook for Russia over the next 10 years, %

Growth B Stable B Decline “ N/A

72
68

53

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

GfK

Base=105 AEB members
Q20. How would you evaluate the economic outlook for Russia?
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5. Financial terms

GfK
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Delayed Payments

Payments received Avg. No. of days for Court action to recover
with delay delayed payments receivables
Morethan80 % || 3 T Yes, we went to court but 11 )
I were not successful .
| More than 5 0
3 months - 48%
went to
Ao £ He | “ I Yes, we went to court 37 court
) 1103 s and we were successful ==
months i /)
40 t % . :
01060 % | 8 . No, we did not think that
| the court would solve the 11
Lessthana 28 problem .
20 10 40 % 16 month i
0
|

i No, we have never

Less than suffered bad debts - 30

25
Less than 20 % 55 14 days |
I
N/A 11
N/A | 14 N/A 14 F
o
Q15. On average, what is the percentage of payments received with delay over the last 12 months? Base=105 AEB members

Q16. What is the average number of days for delayed payments after due date over the last 12 months?
014. Have vou ever resorted to court action to recover receivables?
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The Most Significant Barriers to Financing in 2011

High interest rates |G O
Restricted provision of credit by banks || RN 18
Insufficient cash flow/auto financing capacity _ 13

Limited number of financial instruments offered D i
by Russian banks
Unwillingness of shareholders to provide loans || 5

Unwillingness of institutional investors to provide
loans - 3

Difficulty to raise capital on stock market | 5

Regulatory restrictions by Central Bank - 4
minimizing flexibility of banks to re-structure...

0 5 10 15 20 25 30

GfK

Q.18. What do you expect to be most significant barriers to financing in 2011? Base=105 AEB members
The sum of answers can be more than 100% because multiply answers are possible



GfK Rus FORUM OF RUSSIAN AND EUROPEAN BUSINESSES 2011 23.09.2011

6. Business Culture

GfK
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Business Culture of some Contractors

Consumers 38 2 9

Partnersin the supply

chain 43 6 22

Subcontractors 50 10 16

Customs authorities 34 45 15
Tax authorities 50 37 8
Legislative bodies 49 35 11

Other officials 46 27 26

“ Positively ™ Neutrally “ Negatively  N/A

GfK

Base=105 AEB members

Q10. How do you evaluate the business culture (the character of the interactions) of the following contractors of your business in
Russia?



GfK Rus FORUM OF RUSSIAN AND EUROPEAN BUSINESSES 2011 23.09.2011

The Main Obstacles to Production Operations in Russia, %

Lack of qualified 26
personnel
Insufficient reliability 19
of supply chain
Unavailability of 11
developed land plots
Insufficient quality of 11
input materials
Discontinuitiesin 10
public utility services
Lack of state-of-the-
art production - 10
facilities

Q13. What are the most significant obstacles to production operations? Base=105 AEB members
The sum of answers can be more than 100% because multiply answers are possible

GfK
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Expectations Of Situation Improvement in the Following Fields
over the next two years, %

Rising labor costs 41 22 11
Infrastructure 50 19 10

Corruption 23 44 13
Bureaucracy 33 40 10

Customs regulations 43 28 13

Labor force capabilities 53 22 11

Taxes and duties 45 30 13

Reliability of supply chain.. 63 15 15
Legal constraints on activities 53 25 13

@ Significantimprovement = Moderate No improvement N/A

GfK

Base=105 AEB members
Q22. What degree of improvement do you expect for each of the following operational challenges over the next two years?
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7. AEB-GfK Barometer
and Conclusion

GfK
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AEB-GfK-Barometer: Positive expectation for business in Russia

Integrated index

Current business
state index
134

Business
expectations'
index
166

Single index

X
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ge
=
i
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Current business situation (I=155)
Current macroeconomic situation
(1=123)

Business development index (1=124)

Business expectations (1=169)

Short term expectation index (1=170)
Mid term expectation index (I1=166)
Long term expectation index (1=146)
Turnover expectation index (I1=179)
Profit expectation index (1=167)

AEB-GfK Index, 2011 2®

Positive
expectations
area

Negative
expectations
area

GfK
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Main Conclusions

1.The state and prospects of Russian economic development, of own industries and companies
are in general very highly estimated.

The AEB-GfK Integrated Index is 155 points according to the 200 point scale and is located in the
middle of the positive zone.

2. The majority of the companies have reached their break evens within 1-3 yeas.

3. Financial terms of AEB members’ activities are quite acceptable. Key problems are high interest
rates and bank credit restrictions.

4. Business culture evaluation and assessment of business environment are quite modest in the
country. Interaction with regulating authorities, especially with the customs, is estimated rather
negatively. Regulation restrictions are the main obstacles for production operation.

The most of AEB members don't expect any improvement in bureaucracy, corruption,
infrastructure and activities of regulating authorities.

5. Another important problem is a lack of qualified workforce. The majority of respondents don’t
believe that this problem can be solved in the nearest future. At the same time most top positions
in the companies, excluding CEOs, are occupied by Russians and natives of non-European
countries.

GfK
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Thank you very much
for your attention
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