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Key messages

= The market provides underlying stable growth in cement demand
driven by GDP growth, urbanisation and infrastructure investments

» Industry transformation from traditional stand-alone technologies to
fully integrated, digitalized manufacturing to optimise cash,
profitability, labour intensity and to cope with sustainability demands

» FLSmidth in strong position as Productivity Provider #1 to addr
industry need for integrated sustainability and digitalizatio

» The strategy to grow Service, Upgrades and Pro
focus on premium Projects — will drive a more
margin portfolio with a larger service share,
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Cement is fundamentally an attractive industry
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Note: Highlighted countries are illustrative examples of potential growth and do not represent a particular analysis; Some countries omitted due to small size
Source: Global Cement Review; Global Cement Directory; World Bank; OnField Research; FLSmidth analysis

FLSmidth CMD 2019 | Cement market and strategy

= Most emerging
markets still have
a consumption
level significantly
below the peak

= Economic and
political factors
influence the timing
and location of
market activity



INDICATIVE

FLSmidth has a good opportunity
to grow — particularly in Service

Cement Projects, Products and Service
available market estimate (2018, DKK bn)

= Large untapped accessible market in Parts,
95-100 35-45 1520 20-25 Services, Upgrades and Retrofits — both on own
and competitor installed base

~60% | ~80% ~70% ~85% » Potential to maintain market share in projects and

Future capture more product opportunities

?potential/

~32%

Future

potential Future » The demand for sustainability solutions is a

potential

potential for FLSmidth entering into new markets
with customers that are today not part of the
accessible market

Available Accessible Capital Service
market market Accessible Accessible
market market
Accessible market B FLSmidth

Note: Capital incl. Projects and Products; Service incl. Spare parts, Wear parts, Services, Upgrades and Retrofits; Accessible market definition varies by segment
and is on a high level based on Western suppliers in capital and FLSmidth + portion of competitor installed base in Service. Source: FLSmidth analysis
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with strong focus on sustainability

Historical capacity expansion has led to regional overcapacity

Surplus capacity has resulted in regional pressure on cement prices and margins

Increased difficulties in attracting skilled labour and talent

Ongoing and increased focus on sustainability from regulators, societies and investors
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Selected elements
Cement strategy

Strong focus on
cash and
profitability

through

productivity
sustainability and
digitalization
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Integrated lifetime offerings
= Customer proximity through strong regions

= Boost products by configure-to-order and sustainability
Selective approach on premium projects

= Clear ambition to drive the cement industry towards carbon-
neutrality and zero emissions

= Condition monitoring facilitating intelligent preventative
maintenance, data analytics and process optimisation



Multiple regions with high activity
create a solid business potential

Global capacity utilisation (excl. China)

68%

2013

[l Areas where the combination of installed base
62% 65% size, sustainability focus, expected demand
growth and utilisation increase can create
opportunities in service

2018 2023E

Source: FLSmidth analysis; OnField Research; CW Research
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INDICATIVE

India, CIS and Southeast
Asia will be a growth engine
with strong activity

Modest demand growth and
high utilisation levels in parts
of Europe and Americas

Sub-Saharan Africa likely to
become more active through

Chinese ‘One Belt One Road’
investments

Our regional setup provides
closer customer proximity
and white spot coverage



Larger projects driven by local dynamics,
products also by sustainability and productivity

Cement production vs. demand (2018, bn tons) Cement demand
= Overall, moderate demand growth is expected
~6.3 short-term, with some strong geographical
: pockets

= Political and economic uncertainty impact
investment appetite in construction and infrastructure

» The increase in demand is expected to lead to
regional cement price increases — improving
appetite for capital investments

3.2 (51%)

2.2 (56%) Opportunities for capital:

» Investments in new capacity projects are expected in
select geographical pockets

(Erg?‘:fg ygefgg)h Stab,g T Mo‘j;rr]ate = The products business is supported by projects, need
e for replacements in the installed fleet as well as
sustainability-driven impacts

Supply Demand
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= Esmiom
Regulations and wission ()

CO, allowance prices are ramping up

Many countries already adopting carbon tax
or emission trading schemes

oy

".Il‘f‘ﬁi

B ETS and/or carbon tax adopted or scheduled

Source: World Bank carbon pricing dashboard; Markets Insider
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EU: Surge of CO, allowance price can create a large
extra cash cost for cement production

a

2018 2019

1t of cement produces 600-700kg CO,
=> 17EUR additional cash cost today for each ton of cement



Potential environmental

and business impact

8%

Impact of CO, reduction
1% difference per year

Global CO, footprint

2.6bn t/year 2.3bn t/year
CO, emissions per ton of Cement
600-700kg 500-600kg

Cement industry share of global CO, emissions
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Equivalent
to

(&) 485,000
258M

DKK 40m

ﬁmmru
Mission

DIRECTIONAL

km?2 of forest could
absorb = an area
larger than Germany

households’ annual
electricity use powered
by fossil fuels

annual savings on CO,
spend in a 6,000 tpd
cement plant



u = anog - m - Dsmiomn
Our main sustainability ambition in Cement wission ()
IS to enable our customers to become carbon-neutral

How could a cement producer become carbon-neutral?

What generates the CO,? What are the levers to address the issues?

13% % Power supply Renewable power

High-efficiency products

Burning Alternative fuels

32% @f fuels — heat generation . . .
(coal, coke or gas) Cement producers drive FLSmidth provides

carbon-neutral cement key technology

production and solutions

55% (high-temperature Clinker substitution

Process emissions

calcination)

Carbon capture & offsetting
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FLSmidth portfolio strongly supports the Mision ()
sustainability ambition

Calciner upgrades/

. "~ Grinding systems, coolers
replacements, incl. ow- II ' top cyclones, burners, fan
: o =~ Ener ! ’
NO, calciner, SCR ST " el ergy upgrades, power

solutions, SNCR, filter
conversions, forthcoming
technologies

efficiency efficiency upgrades in

other key equipment

Clinker _ Clay calcination,
substitution  blending systems

Hot disc, bypass & dust ol
washing, AF handling/ ___ Alternative &
dosing/ storage/ drying, fuels
ash compensation,

forthcoming technologies

Automation upgrades,
—— robotised labs,
remote monitoring

Process
optimisation
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Sustainability drives business opportunities wission ()
for FLSmidth in all business areas

= Reduction of carbon and other emissions is a significant business opportunity
requiring integrated upgrades and retrofits

Upgrades

» Increased focus on work environment generates business in packaging and filtering
= Energy efficiency and process optimisation supports most product lines including
digital solutions and automation

= More advanced operations require intelligent preventative maintenance and spare
Services part solutions for the full plant
= Remote monitoring, data analytics and process optimisation

= More demanding environmental regulation can make new brown- or greenfield lines
more attractive than lifetime extensions
= Tighter COz2 regulation can drive increased demand for grinding stations
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— Seeaea——SLAAAAAAAA

Optimising operations through Digital

Multi-objective control

—> Enables up to 100% alternative fuels
—> 2-5% reduction in emissions

—> 2-6% production increase while
maintaining product quality

FLSMIDTH

ENABL:

14 6 November 2019  FLSmidth CMD 2019 | Cement market and strategy ESITNDTH



Optimising operations through Digital

lytics Real-time monitoring

) Iatform and finetuning

—>
oPRO

24/7 remote Implemented for >200
mﬂﬂ service centre plants globally

Data
science

N

FLSMIDTH

ENABL:
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Cement revenue and EBITA margin

Revenue EBITA-%
|
2019 Market Projects White New Service 2019 Mix Margin Operating  Mid-
growth Spots Technology leverage Term

1) Average annual growth rate over the cycle

16 6 November 2019

Size of bars does not reflect relative share
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flsmidth.com/linkedin

flsmidth.com/twitter

flsmidth.com/facebook

flsmidth.com/instagram

flsmidth.com/youtube
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