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Disclaimer

This presentation (the "Presentation”) has been prepared by REQ Capital AS (the "Manager") and provides information about the strategies for the Irish UCITS
funds REQ Global Compounders and REQ Nordic Compounders (collectively the "Funds"). The Manager, in the capacity as an investment firm, conduct portfolio
management of the Funds on a delegated basis with Waystone Management Company (IE) Limited being the UCITS management company of the Funds. For more
information and access to relevant fund documents, please see the website of the Manager.

This information is intended for general information purposes only and does not constitute solicitation of or an offer to participate in any investment. This
information does not, nor does it purport to, constitute any form of investment advice, recommendation, or independent analysis. Consequently, it has not been
prepared in accordance with the rules and regulations governing such publications, including but not limited to any prospectus requirements. This information is
not, and does not purport to be, complete. The information is strictly confidential and should not be copied or circulated to anyone but the addressed recipients.
The complete offering documents for the Funds should be read carefully and potential investors should seek independent investment advice and tax and other
legal advice before potentially making an investment. No assurance can be given that the stated investment objectives will be achieved, and the value of
investments may fall as well as rise. Past performance is no guarantee for future returns.

An investment in the Funds are solely for investors who are qualified to invest in the Funds in accordance with applicable laws in the relevant investor's home
jurisdiction. The Funds are unsuitable and unavailable for any person or entity not meeting such qualifications. An investment in the Funds are only intended for
investors who understand the investment strategies of the Funds, who can accept the risks associated with such an investment and who have no need for
immediate liquidity in their investment. Investments may be subject to strict limitations on redemption and transferability. There will be no secondary or public
market. The foregoing list of risk factors is not complete. If you are unsure as to whether or not you qualify, please contact the Manager or a professional advisor.

The Manager makes no warranties that the material in this presentation is appropriate or available for use in countries other than Norway. Persons receiving this
information are obliged to investigate whether there are any restrictions in their jurisdiction, and if so, to comply with any such restriction. The Manager does not
accept any responsibility for any failure to comply with any such restriction. For further information, please contact the Manager or a professional advisor.

This Presentation may include certain opinions, forward-looking statements, forecasts, and/or beliefs. These opinions, forward-looking statements, forecasts,
and/or beliefs reflect the Manager's subjective beliefs and opinions, and no representation is made that any of these opinions, forward-looking statement.

The Funds are subject to Regulation (EU) 2019/2088 of the European Parliament and of the Council of 27 November 2019 on sustainabilityZelated disclosures in
the financial services sector (“‘SFDR”). It is the understanding of Waystone Management Company (IE) Limited and the Manager that the reporting requirements
set forth in accordance with SFDR Article 8 shall apply with respect to the Funds. Subsequently, reporting will be made in accordance with these rules. Please
note that changes in the SFDR regime and associated regulations may result in a different classification for reporting under SFDR.

The Manager, its directors, employees, and consultants do not accept any form of liability (whether arising in contract, tort, negligence or otherwise) for any error,
omission, or similar misrepresentation in this general information or for any loss or damage (whether direct, indirect, consequential or otherwise) suffered by the
recipient of this information or any other person.
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The Compounders - Returns That Speak for Themselves

The Story of 9 Acquisition-Driven Compounders from Around the World included in the book

Company Total Return CAGR IPO Year
sBr?;?ern Srri]ci zfmgu Sphoffs) 7,500+ 20% 1976
Addtech 210x 26% 2001
Lagercrantz 120x 23% 2001
Lifco 21x 33% 2014
Indutrade 50x 22% 2005
Constellation Software 375x 37% 2006
Ametek 175« 16% 1990
Heico 1,100« 22% 1990

Judges Scientific 115« 24% 2003
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REQ Group Structure 0

Companystructure Introduction to REQ Capital and Investment Strategy

A REQ Capital: Boutique asset management firm Founders Sl GO

75% 25%

A Based in Oslo and Stockholm

A Structure: UCITS Long Only

A Single strategy: Listed Acquisitidniven
Compounders : :
Real estate Listed equities Mldglle O_ff'ce ,
acCl ¢
A Two funds, one strategy:

REQ Global Compounders and REQ Nordic
Compounders

Commercial reakstateinvestments Asset managementompany Operations &Compliance

Signatory of:

=PRI

*Restownedby employees

Principles for
Responsible
Investment




REQ Investment Approach 0

Introduction to REQ Capital and Investment Strategy

REQmanagedwo equity funds REQGlobalCompounderand REQNordicCompounders
Two fundsg one strategy At REQ our investmentphilosophyis ultra-longterm, focusedon publicly traded companieswith
strongfree cashflow, outstandingcapitalallocation,and a proventrack record of shareholdewvalue
creation Our portfolios are built around acquisitiondriven compounders¢ companiesthat have

REQ Global the acquisitionof smallerprivate firms at the heart of their strategy
Compounders
Thesecompanieshave two common core characteristics High performing decentralizedcultures
anddurablereinvestmentengines
REQ Nordic Theygeneratestrong free cashflow and reinvestit at high returns for decades acrossindustries
Compounders andgeographiesfree from legacyconstraints

Our primary objective is to deliver bestin-classlong term performancefor our investors We
combine deep fundamental analysiswith qualitative insights to identify exceptional people,
ownershipstructures,and cultures

Asa partner-owned firm, we're fully alignedwith our investorsg enablingus to designstrategies
optimizedfor long-term, bestin-classperformance




Strategyin Brief 0

Introduction to REQ Capital and Investment Strategy

A We invest irhigh-performing acquisitiondriven compounders

A These companies aexcellent at sourcing and closing acquisitions in the private market at highly attractive multiples
A Strong cash flow generatigrwhich in turn is reinvested &tigh returns on capital

A Management teams arexcellent capital allocatorand oftenown a significant parbf these companies

A We invest idecentralized business models

A Exposure to a diverse array @hall private companiespanningnultiple end-markets

A Dual engines of profitable growtljorganic and through acquisitions)




Investment Experience 0

Lessontearned Introduction to REQ Capital and Investment Strategy

Avoidingmeltdowns

Finding rockets >

Structuredidea 7~ Qualitativeidea
generation & J generation
o 0~0
Financials x J O~ People
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The Besbf TwoWorlds
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High reinvestment rate

High return on capital @
Dual engines of growth @

Strongreturns

Introduction to REQ Capital and Investment Strategy

Diversified cash flow streams
Low debt levels

High insider ownership




The Two Core Engines of Outperformance

How culture and capital allocation combine to create unstoppable compounding machines

C Empowerindocalleaders
C LeanHQs

C Champion meritocracy and saying no to
mediocrity

C Skinin the game(insiderownership& cash
basedincentives)

C Strong alignment between management
andshareholders

C Longterm mindsetreinforced by autonomy
andaccountability

Thesewo principlest decentralized excellence
reinvestment discipling allow compounders to:
C Sustain high ROIC

C Deliver consistent earnings growth

C Generate multidecade, multbagger returns

DURABLE
REINVESTMENT ENGINES

C Investormindsetmanagement

C Capitalallocationfree from legacyor geographic
constraints

C Highreturn reinvestments organic + bolt-on
acquisitions

C Bias toward acquiring founderled niche
businesses

C Relentless discipline and repeatability in
deployingcapital




The 7 Pillars of Acquisitiddriven Compounding

A radically different M&A playbook built for long-term, low-risk value creation

The best of two worlds

Roots of resilience

The dual engines of growth

iz)

last

Seven principles behind 6 )

exceptional
compounders

@
7 >

Aboveaverage
entrepreneurship

The beauty of small markets

Growing big by staying small

Leadership brewed from
within




1) The Dual Engines Of Growth

They don't just grow. They compound — driven by two reinforcing engines working together over decades:

Organic Growth

A Focused innovation within niche markets
A Strong customer intimacy
A Incremental product improvements

A Decentralized autonomy = faster decisions

Programmatic M&A

A Small, frequent, lowrisk acquisitions

A Targets: founderled, niche businesses with
20B30% margins

@ A Highly disciplinedDrarely pay more than 8«
@ EBIT
@ A E T zM z Ml«zZ TXJIHK’
A Retain founders as minority owners to keep

The Power of Dual Engines

entrepreneurial spirit alive
A Organic + Acquired growth = compounding at scale
A More stable than singleexposure companies

A Extend runway through continuous reinvestment

A Optionality: allocate capital where returns are

highest




2) Roots of Resilience

How resilient foundations enable long-term compounding

The Ficudbutilifolia: Roots Before Branches
C Deep roots = resilience

C Antifragile business models

C Growth is fragile without foundation

C Compounding needs durability

Lifca A Living Example

C 200+ companies = wide root system
C Diversified across niches & markets
C Decentralized, lowisk structure
C

Built to endure and grow




3) The Best Of Two Worlds

Balancing risk & reward through structure and scale

Capital Allocation Flexibility
¢ Sustainable Upside

C Decentralized operations with centralized
capital allocation

C Holding company = rational allocator (e.g.,
L dzZFFSG0Qa . SNJ] aKANBO

C Industry-agnostic approach enables
opportunity-driven investments

C Acquisitions = evaluated like internal
reinvestments (cash ROI focus)

.

=

Diversified Foundatiorg
Downside Protection

C Internal diversification: many subsidiaries
across sectors & geographies

C No reliance on a single product, customer,
or market

C Portfolio resilience: mitigates shocks and
downturns




4) Aboveaverage Entrepreneurship

Empowered owners. Cash-first mindset. Long-term builders.

Owner Mentality

C Founders often stay postcquisition
C Operatelike A {(tH@i&own money
C & , #rewt yourown carbetterthanaNB y G | €

C Highinsiderownership=longterm alignment

Strong Cash Culture

C Obsession with cash flow over revenue
C Investments must pay back quickly

C Internal capital market = business units
compete for funding

CO9EIYLX SY ! RRGSOKQa Ay idSNyI
discipline




5) The Beauty Of Small Markets

BROKK [ [[FCO

BROKK AUSTRALIA PTY LTD

Whysmallmarkets?

C Globalleaderin demolitionrobots.
C These companiesR 2 Yy ddase massive markets They dominate narrow, C Grownsales30xin 30 yearsc earningsevenmore.

overlookedniches G 70%marketsharein a~$300m market

C Operatingin the hinterlandof the value-chain C 30%t* operatingmargins

C Competitionis limited ¢ big PEfirms usuallyskipsmallermarkets ¢ Stronglockin from missioncritical performance

C Asmarketleadersthey setpricesratherthantake them. ,\METEK

C Productsare missioncriticalandrecurring,drivingstickycustomerties.
C Businesseare assetlight, low capex,andneedlittle workingcapital © Ol e Ol L e
C 25¢30%marketsharein everysegment

C B2B,engineeredcomponentswith pricingpower

C Aggregatiorof nichesbuildsresiliencet+ scale




6) Growing Big By Staying Small

Agility, autonomy, and sustained scalability in complex organizations

Decentralizatiorasa Growth Strategy
C Decentralizations essentialnot optional.

C Eachbusinesgetainsautonomyandentrepreneurialspirit.
C Avoidsintegrationbottlenecksat grouplevel

C Encouragefasterdecisionsclosercustomerrelationships
C Enablesighacquisitionpacewithout complexity

C Preservesmaltbusinessultureinsidealargegroup.

CONSTELLATION

SOFTWARE

INC,
C Over 100 acquisitions annually. C Scaling enabled by structured decentralization.
C 6 independent operating groups. C HQ runs with ~15 people

C No central integratiorg decisions made locally.




7) Leadership Brewed From Within

Long-term value through insider ownership and continuity. Decentralization as a Growth Strategy

b 4

Founder mentality Demonstrate a frugal ethos
and long tenures

Leadership foster - Priotization of longterm
entrepreneurial spirit | value creation
Leadership demonstrate ff Succession planning and
Investment accument @ Internal candidates




Introduction to Acquisitiondriven Compounders




Analyzing Business Models 0

Introduction to AcquisitionDriven Compounders

-Freecashflow to fund acquisitions -Heavyuseof equityto fund acquisitions
-Strongincrementalreturn on capital -Weakincrementalreturn on capital

-No synergiesxpected -Expectsynergies

-No guidanceto the market -Shortterm guidance
-Buysdemonstratedrackrecords -Buysturnarounds

-Prefersto buy privatecompanies -Buyslisted companies

-Small frequenttacticalacquisitions -Few,largedeals

-InhouseM&A team -Useof M&A consultants

-Founderoperatorsor family owned -Purelyinstitutionallyowned




A PrivateStrategyfor Public Markets 0

Introduction to AcquisitionDriven Compounders

Acquisitiondriven

FEATURES compounders

Investment horizon Permanent home 5-7 years
Continuity of culture @ No change ?

Due diligence 5&1 Internal DD Long process
Governance @ Board member igfﬁ:,imﬁi
Post transaction Autonomy & reporting Change
Financing Free cash flow Use of debt




Characteristics of an Acquisitianiven Compounder 0

Introduction to AcquisitionDriven Compounders

Acquisitiondriven compounders, often also called programmatic acquirers, are companies with private market
acquisitionsasanintegratedpart of their strategyfor securingongterm growth andincreasedshareholdervalue

Acquisitiordriven compoundersacquiresmall private nichedbusinessesirequently family-owned, with a solid financial
recordand organicgrowth, that often lack sufficientorganicreinvestmentopportunitiesto substantiallyabsorbthe cash
flow they produce Upon entering a permanentcapital home, these smallnichedbusinesscontinueto producestrong
cashflow and acquisitiordriven compounderscanreinvestthis pool of capital,generatinghigherreturns on capitalthan
their costof capitalfor an extendedperiod.

Many successfuacquisitiondriven compoundersoperate with a decentralizedorganizationaketup and retain customer
relationships and daily business decisions at the subsidiary level, letting acquired companies preserve their
entrepreneurialindependence

Commonfor the bestacquisitiordriven compounderds that they have slim HQs,whosefocusprimarily is dedicatedto
capitalallocationand closefollow-up of financialperformance

Source REQefinition




The reason to own acquisition-driven compounders

Total sample of 979 Nordic companies

Total shareholder returrg 20 years* Total shareholder returng 10 years*
Best performing in Nordics TSR 20y Best performinginNordics ~~ TSR10y | - .
1 Fortnox 43032% 1 Fortnox 6806% A Out of the best 30 stocks in the
2 Vitec Softw are Group B 33494% 2 BEvolution 4962% 1
3 Lagercrantz Group B 19060% 3 ChemoMetec A/S 4909% Nord!c_s_over the laSt 20 yea'rS
4 Revenio Group Oyj 14591% 4 Kitron ASA 2810% acqu|s|t|on driven Compounders
5 Protector Forsikring ASA 11779% 5 EQL Pharma 2784% . _
6 Addtech B 11460% 6 INVISIO 2484% ConStItUte 13 names = 43%
7 Kongsberg Gruppen ASA 10536% 7 Incap Oyj 2365%
8 Hexatronic Group 9852% 8 Note 2029%
9 Vitrolife 8416% 9 Vitec Softw are Group B 1949%
10 Beijer Ref B 7932% 10 Qt Group Pic 1877%
11 BioGaia B 7799% 11 MedCap 1682%
12 Avanza Bank 6875% 12 Kongsberg Gruppen ASA 1475% A Out of the best 30 stocks in the
13 Micro Systemation B 6347% 13 Lagercrantz Group B 1462% .
14 Bouvet ASA 6054% 14 Lifco B 1433% Nordics over the last 10 yeaqs
15 Indutrade 5773% 15 Bouvet ASA 1347% iciti 1
16 Novo Nordisk A/S Class B 5681% 16 Addtech B 1339% vaUI_SItlon dr|Ven Compounders
17 G5 Entertainment 5316% 17 Beijer Ref B 1294% constitute 10 names = 33%
18 OEM International B 5073% 18 Mycronic 1199%
19 Betsson B 5066% 19 Harvia Oyj 1105%
20 Evolution 4962% 20 Xvivo Perfusion 1085%
21 Addnode Group B 4558% 21 Hexatronic Group 1045%
22 Bure Equity 4511% 22 Lundin Gold 1034%
23 AQ Group 4087% 23 Sectra B 1010%
24 Sweco B 3884% 24 HMS Netw orks 989%
25 Atlas Copco B 3795% 25 BONESUPPORT 977%
26 AF Gruppen ASA Class A 3634% 26 Mips 975%
27 DSV A/S 3564% 27 Wirtek A/S 971%
28 Hexagon B 3553% 28 Aker BPASA 967%
29 Ambu A/S Class B 3383% 29 2020 Bulkers Ltd. 956%
30 HMS Netw orks 3368% B 952%

Source: Factset per 2022-24
* For the period or as long as they have been listed 26




Superior Longerm Share Price Performanc®lordic 10Y )

10-year indexed share price performance Introduction to REQ Capital and Investment Strategy
Nordic acquisitiordriven compounders up 8x

g2  CAGR 20.6%

500
413
263
/\/'JW227
~
- CAGR 7.4%
50
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= OMX Allshare Sweden MSCI World = Acquisition-driven compounders Berkshire Hathaway

Sourcefactsetas of 201401-01 to 202506-30

Note: Average for companies by REQ identified as acquisltivan compounders listed during the full period. We have not adpi$or spirroffs of Addlife, Momentum Group and Epiroc,
which would increase the overall performance.

Assa Abloy, Addtech, Beijer RedigerecrantzZAddnode Bergman&Beving;pendion Indutrade, OEM, Xano, Beijer Alma, Hexagon, Atlas Copco, Nibe, AQ Group, Vitec




Superior Londgerm Share Price Performarnglordic 20 years

20-year indexed share price performance
Nordic acquisitiomriven compounders up 40x, Berkshire Hathawa83xp

5,000
2929 CAGR 17.9%
827
410 CAGR 7.3%
363
50
(&)
Q
5

= Acquisition-driven compounders = OMX Allshare Sweden MSCI World

Berkshire Hathaway

Sourcefactsetas of 2008)1-01 to 202503-31

Note: Average for companies by REQ identified as acquiditian compounders listed during the full period. We have not tjufer spinoffs ofHexpo] Addlife, Momentum Group and

Epiroc, which would increase the overall performance. Assa Abloy, Addtech, Beljag&ef;rantzZAddnode Bergman&Bevind; pendion OEM, Xano, Beijer Alma, Hexagon, Atlas Copco
Nibe, AQ Group 28




Superior Longerm Share Price Performanc&lobal 10Y

fa

Introduction to REQ Capital and Investment Strategy

10-year indexed share price performance
Global acquisitiomdriven compounders up 5x, Berkshire Hathaway up 3x
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= Acquisition-driven compounders Berkshire Hathaway

SourcefFactsetas of 201501-01 to 202506-30
Note: Average for companies by REQ identified as acquisitivan compounders listed during the full period:
Heico, Diploma,Halma,Judges ScientifiRoperTechnologieslllinois Tool Workd)assault SystemBrown&Brown DCCAmetek,Nordson,Teledyne, Constellation Software

CAGR 14.9%

CAGR 11.2%




Superior Longerm Share Price Performargélobal 20 years

20-year indexed share price performance
Global acquisitionriven compounders up 23x, Berkshire Hathawa3xp

5,000
CAGR 16.6%
2,319
826
CAGR 8.3%
500 492
353
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Acquisition-driven compounders S&P 500 MSCI World Berkshire Hathaway

SourcefFactsetas of 20081-01 to 202506-30

Note: Average for companies by REQ identified as acquiditi@n compounders listed during the full period:

Heico, Diploma, Halma, Judges Scientific, Roper Technologies, lllinois Tool Works, DassaulB&yst&Bspwn DCC, Ametek, Nordson, Teledyne
30




Programmatic Acquirers Outperform Other Acquirers* )

A 2022 study on 993 acquirers show that programmatic acquirers outperform other acquirers Introduction to REQ Capital and Investment Strategy

USD returns since 2006 (Base 100, log scale)

10000 ~
100 USD invested 01.01.2006 31.12.2021
10004 MSCI Nordic Countries 217
Programmatic 3037
Traditional 254
100 - Single 252
10~

T T T T T T T T
2007 2009 2011 2013 2015 2017 2019 2021

—— MSCI Nordic Countries —— Programmatic =—— Single - Traditional

*The Performance of Acquiring Firms in the Nordic Markeeturn Characteristics of Single, Traditional, and Programmaticrarsjui
Thomas Lie and Markus Martinsen, Norwegian School of Economics, 2022




Segmentation of Acquirers




Segmentation of Acquisitiedriven Compounders )

Twotypesof strategies Segmentation of Acquirers
Specialists
Nicheplayers Focusingon a singlevertical 360degreeopportunity setfor growth
Investment analysis considerations: Investment analysis considerations:

m S £ vertical? Internal M&A capacity?
ize of vertical®
Divisional CEOs? Spin offs? Group

/ structure?
il
o o
< |D Market penetration? Scalability? Market penetration less relevant

{B Group structure? Integration? Less regulatory risk?
& Regulatory risk? Cyclicality? _

Growth drivers?



Specialists & Generalists

fa

Perspectivesn AcquisitiondrivenCompounders

Acquisitionrdriven compounderscan be analytically confusingat first glance From a
30,000-foot view, what you seemight look like a mess Thelogicalconclusionmay be to

embarkon integration efforts as these businesseseemripe for seriouscost and sales
synergies A closerlook at the highestperforming companiesin the universerevealsa
collection of decentralized and autonomous business units, each protecting its

entrepreneurialindependenceMany of thesebusinessesavedistinct cultures,but they
all thrive on ownershipand autonomy enabledby decentralization Therefore,finding
the right balancebetweendecentralizatiorand integration representsan ongoingbattle

with temptationsanddifficult tradeoffs

Thebook"Billion DollarLesson&xhasa chapteron deflatedrollups,companiesolling up
a singleverticalof companies Theauthor providesnumerouscasestudiesthat resonate
with our own experiencesdocumentinginstanceswhen theserollupsfacedfailure. One
lessonthat characterizednanyfailed rollup attempts stood out: "Buyinga string of rock
bandsto form an orchestra" Thearchitectsof theserollups assumedhey could benefit
from both decentralizationand integration In his study, the author concludedthat the
rollups could chooseeither decentralizationor integration but not both. Hereinlies one
of our takeawaysfrom spendingtime in the field: forced synergiesrarely unfold as
modeledin Excel Thesacredmultiplier in theseorganizationg; a vibrantentrepreneurial
culture ¢ mustbe nurtured, regardlesf the sacrifice

Furthermore, the author also outlined three additional failures commonly associated
with rollupsthat stronglyresonatedwith our own observations

wRollupsrequiredan unsustainablyast rate of acquisitions

w w2ffdzJa ¢6Syd F2NJ a0k €S
with diseconomies of scale.

w / 2YLI YyASa
times at some point.

dKI G

g2dA Ry Qi

RARY QU 1lafdft feémsE\v@rijdoliugkréns ifit@ tdaghk

Segmentation of Acquirers

All businesses internally is a disaster . . . Almost every operator | know is just trying to go

as hard as they can, and you're putting your finger in the leaks and working your tail off

all day long . . . If you're putting your head down and you're a founder dominant

organization with very little scale, with very little structure, how in the heck do you slam
together two, three, four, five of these things and somehow standardize... | mean, it is
like the most mindbogglingly difficult thing. You can produce a lot of EBITDA for a short

period of time and then the wheels come off.

Brent Beshore CEQof PermanentEquity, onceshareda fascinatingglimpseinto the ups
anddownsof integratingsmallbusinessedt speakdo the metaphorof buyinga string of
rockbandsto form anorchestra It mightlook goodin Microsoft Excel however,it's hard
to model reatlife interactionswith human beingscarrying different personalitiesin a
complexsystemwe callorganizations

In 2006 B&B Tools¢ a companywith a 100-year heritage successfullyexecutingthe
decentralizationplaybook ¢ pursued the "One Company" approach,representinga
decadelong centralizationplan. Theaim wasto centralizeeverything,hopingto extract
synergiesfrom integrating product companieswith wholesaleand the many reseller
companiesin the group. The efficiency gainslooked great on paper, but they never
materialized The company¢ now backto its original name, Bergman& Beving,after
spinningoff assets; hasbeenon a cleanupmissioneversince(continued)

LINE RdzOS SO2y2YASad {2YSGAYSaz NRff dzJa
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Specialistg& Generalists

fa

Perspectivesn AcquisitiondrivenCompounders

For classificationpurposes,plenty of excellentand detailed frameworksexist.
To keep it simple, we find it helpful to split acquisitiordriven compounders
into two broadbuckets specialistand generalists

TheSpecialists

Onefrequently comesacrosscentralizedspecialistexposedto narrow verticals
in the specialistcategory Thefailed rollupsmentionedearlier are usuallyfound
within this group. These setups prioritize comprehensive operational
integration,often pursuingcostsynergiesand economiesof scale Furthermore,
there is a tendencyto adopt a hasty approachto growth characterizedoy an
unsustainablyapid paceof acquisitionsaggressivguidance and highleverage
Our observationsindicate that this rushed approach,often involving financial
engineering,is a responseto the inherent size constraints of the narrow
verticalsthey target.

Specialists

Niche players: Focusing on a single vertical

@

Investment analysis considerations:

m Size of vertical?

/‘ Growth drivers?
g0l

: D Market penetration? Scalability?

(\_) Group structure? Integration?
4 Regulatory risk? Cyclicality?

Segmentation of Acquirers

In the specialist category, we prefer global specialists with decentralized denisiking and a

focus on customer intimacy, particularly those operating in large and fragmented markets.
Synergies are welcomed but not forced. Moreover, we favor vehicles that embrace an industrial
mindset and pursue a sdiihanced route to value creation. In our experience, these traits help
mitigate some of the drawbacks commonly associated with centralized specialists exposed to
narrow verticals.

It's really difficult for some people to understand what decentralization is because they've never

experienced that, so they ask about synergies all the time. And it's very difficult to tell them we

don't care about synergies. If they come, they come, but it's not why we invest in the company.
We buy good businesses.

Fredrik Karlsson, former CEOLdfco(now CEO oR6k9
The Generalists

Thegeneralistoucketallowsfor more flexibility. Theyoften honein on multiple verticals,either
with recurring characteristicsor unrelated themes Multiple verticals expand the growth
runway while allowing for domain expertise like a specialist Among those we like best,
synergiesare often welcomebut not forced Viewedfrom the outside,they seemto focuson
specificniches in practice,however,they are often not limited by any particular sector. They
learn as they move from one domain to a new one. To flesh this out a little bit more: a
generalistacquirerlike Lifcohasthree segmentsone of themis calleda { & &JblStwns, With
its subsetof themes, where they put anythingthat does not belongin the other two boxes
(Dental and Demolition & Tools) Similarly, with Lagercrantzand their & b A O&n8 b
G Ly G S N3ségimenvlyich derigesthe samepurpose(continued)
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Perspectivesn AcquisitiondrivenCompounders

In effect, the segment'sname doesn't carry much significanceinternally as they are ¢
first and foremost ¢ investors hunting for great businessesat compelling forward
returns.

Yearlygatheringsand academiessharingbest practiceson pricing, working capital, and
numerousother things help generateorganicuplift ¢ an essentialcontributor to overall
growth. Simple profit goals related to cashflow conversionand predictability teach
everyonethat salesgrowth hasto be calibratedwith the costof deployingcapital

Furthermore,amongthe best, we often seea well-developedpricingculture and a keen
awarenesof what contributesto cashflow growth and what doesnot (e.g., discounts)
Hence,one typically finds value-basedpricing replacingthe legacyof costplus pricing
after onboardingnew companies Moreover, testing and failing are alsoallowed, helped
by the confidenceboost you get when part of a larger unit. The aim is to maintain
entrepreneurialdrive while prioritizing cashflow and a selffunded cadenceto growth;
strikingthe correctbalanceis paramountand a key differentiator.

Thelevel of decentralizationamongspecialistsand generalistsvaries Somecompanies
practice a decentralizedmodel on the platform level while extracting synergieswithin

the platform, adaptingto the businessdynamicsof eachparticular platform. Moreover,

cooperationwithin and between the various businessunits also occurs However,the

most successfupractitionerslet the decisionoriginate from the individuallevel and not

throughatop-down approach

Segmentation of Acquirers

We don't pushsynergiesif you askme, the decentralizedesponsibilityis more important
than anything else If we start taking too many decisiongop down, then we will ruin the

whole culture Sothat will neverhappenas long as I'm here But, of course,we urge for

cooperationwithin the units sincethey are working on similar fields, like the battery group
with 14 battery companies They have similar suppliers,similar production needs, with

similar R&D Of course they cooperatequite a lot. And, also betweenthe companieX.We
gatheroncea yearwhereall the MDsare meetingandXthey sit down with gin and tonic or

water, whatever,and you can really hear how they are discussingousinessopportunities
and that is becausethey are driving their own businessand are responsiblefor their own
P&L

Niklas Stenberg, CEO of Addfech
A Negative Flywheel of Incentives

A commonthread among deflated rollups is a financial engineeringmindset underlyinga
rushedapproachto valuecreation,chasing'deals"not throughthe lensof greatinvestments
and often with aggressiveguidanceincorporatingfuture acquiredsalesand synergies The
result is often added fragility throughout the ecosystemof stakeholders Hence,we often
observea negativeflywheel of incentivesrooted in the structural sizeconstraintsof rolling
up anarrow vertical

Theframeworkand labelspresentedhere shouldcomewith a caveat,however. Companies
are organismsn a dynamicenvironment Somecompaniesstart with a singleproduct niche
and graduallyexpandinto other verticalsand, eventually,becomemore of a generalistas
they go along Casein point; in the 1990s, Diplomaexperiencedthat their traditional core
businessesnaturedinto cyclical lower-margincompanies Asa result, they launcheda new
acquisitionprogramto diversifyinto new, more attractive sectors

(continued)
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Segmentation of Acquirers

Perspectivesn AcquisitiondrivenCompounders
Structure, Cooperation, and Entrepreneurial Energy

Therewasno masterplanfrom the start; it wasall layersof iterationsasthey learned _ _ _ _ _

alongthe way. A similar story with Lagercrantavhen JérgenWigh joined as CEOIn What we bring to the table is really two things: it's a structure and its energy. You need to
2006 he approachedthe situation with a fresh perspectiveand promptly addressed realize that it's usua_llly in sort of a succession sort of ph_ase that we come in as new
the competitive challengesand margin erosion within the distribution of electrical owners. And we find that sometimes we find companies that have been sort of
componentsand telecom Armedwith this insight, Lagercrantzxpandedinto more complacent a bit and they need new energy. There might be some discussions between

expansiveproduct niches, diversifyingacrosshighermargin companieswith longer 1= SIS e Silio SINE LA HOUTEED g=iEreion f"md Wher.' 2 EE I el [EsE IrigeR
. . : up, you get new energy, you get some professionalism in, so we add energy, we add
productlife cyclesowningthe IPoutright.

structure. We have a lot of things going on with the companies but it's not about finding
Zooming out, despite our efforts in categorizingthese types of companies,one new synergies between the companies, that should come from the companies themselves.
realizesthat the labelsthrown at the bestperformingonesare somewhatlimited in

portrayingwhat happensbehindthe curtains Thefocustendsto be fully anchoredon

the acquisition engine, while the second engine of growth ¢ the organic growth Jorgen Wigh, the CEO bagercrantzonce emphasized a perspective on synergies that
unleashedby entrepreneurialenergy¢ goesunnoticed by most observers In effect, we are particularly fond of, synergies in the form of injecting energy and strutture.

we don't fully acknowledge the reasons behind these companies' longterm
fundamental track records The businessbhuilding mentality ¢ in addition to a
successfucquisitionenginec is somethingwe find particularlyinteresting

Organizationapsychologyhas a term called “crowding out,” which may explainwhy a
singularfocus on external rewardsfor completingan activity might lower the intrinsic
desireto perform that task Thecrowdingout phenomenonunderscoreghe importance
of decentralizationand a better understandingof incentive structuresthat work with
carrots, not sticks In the book "The Evolution of Cooperation,"Robert Axelrod also

Underperforming companies are mostly worse than they look, and good sharesmany of the samelessonsregardinghumanmotivation that echothis sentiment
companies are mostly better than they look. We don't have the management "Youprovide freedomfrom the top and get rewardedfrom underlyingcompaniesthat
time to buy underperforming companies and are not superheroes to change feelthe freedom" (continued)

them. We are not a PE turn around company. We are in the technical trade. We
love people. We love customers. We like to build

UlfL  _,ceWf Momentum Group
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Perspectivesn AcquisitiondrivenCompounders
Summary

In the specialistcategory,we exercisecaution when dealingwith centralizedrollups
exposedto narrow verticals Instead, our focus centers on global specialistswith

decentralizeddecisiormakingprocessespperatingin largeand fragmentedmarkets In

the generalistcategory,we favor decentralizedyeneralistsvith domainexpertiseacross
specificthemes or those adoptinga more sectoragnosticapproach Furthermore,we

favor vehicleswith anindustrialmindsetand a selfundedpath to valuecreation

Moreover, capital allocation is typically centralized, while operations are fully
decentralizedalbeit with lead generation¢ and sometimessmallbolt-on acquisitionsg
initiated from the businesanits. Synergiesire welcomedbut not forced

In effect, this is the laisseZfaire approachto efficiencygainswhere the entrepreneurial
spirit is the forcing function; cost efficienciesare sacrificedin the belief that the
cumulativeimpactof ownership,autonomy,andentrepreneurialspirit will offsetthem.

We believe the best generalistsand specialistsoperate with the same ethos as great
longterm investors They provide clickand-buy public investors with intrinsically
diversifiedoperationsacrossprivate marketsandlong runwaysfor growth.

Sources and further reading:

1. Billion Dollar Lessons

2. Scott Management Demesne InvestmentsCanuck AnalystsRedeye

3. Carnegie Trading Companies Seminar 2022

4. Acquisitiondriven compounders Event March 8, 2023

Segmentation of Acquirers

One,you haveto believeit becauseyou haveto passup at times apparentcostsavings
on the belief that the loss of entrepreneurialspirit and ownershipwill more than
overcomewhat you might saveby havinga commonaccountreceivabledepartmentor
somethinglike that, or a commonsalesforce Youjust haveto believethat. , 2 ddQd& f
lot better if youlivedit for a while andhadto dealin a corporateenvironmentwhereit
just stifled peoplelike that.

Nick Howley, CE@ransdigm 50X Podcast July 2022



https://www.amazon.com/Billion-Dollar-Lessons-Inexcusable-Business/dp/1591842891
http://www.scottlp.com/letters.html
https://exploringcontext.substack.com/p/studying-serial-acquirers?s=r
https://www.redeye.se/api/articles/download-file/110d0591-5f3f-36d8-a265-5be99f84b862
https://www.redeye.se/video/event-presentation/888854/lagercrantz-ceo-jorgen-wigh-presents-at-redeye-serial-acquirers-event-march-8-2023
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Segmentatiorof AcquisitiondrivenCompounders

Specialists

Bravida
Exsitec
Fasadgruppen
Green Landscaping

Instalco
ISS

Knowit
Lindab
Norconsult
Nordic Waterproofing

Norva 24
Rejlers

Wall to Wall Group

*The universe of acquisitiadriven compounders comprises around 300 companies worldwide; however,

Addnode
Afry
Beijer Ref
Bufab
Hexatronic
Hexpol
Karnov Group
NCAB
Nibe
Omda
Schibstedt
Swedencare
Sweco
Systemair
Vimian

AQ Group
Addvise
Atlas Copco
Beijer Alma
Boreo
Indutrade
Humble Group
Lagercrantz
Lifco

Storskogen
Vitec
Sdiptech

not every company aligmsprgferred criteria for consideration.

Segmentation of Acquirers

Addtech
Addlife
Bergman & Beving
Christian Berner
Idun Industrier
Seafire
Teqgnion
Medcap
Momentum Group
Volati
Xano Industrier
OEM International
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Segmentatiorof AcquisitiondrivenCompounders

Specialists

Brown & Brown
Kelly Partners
Boyd Group
Ferguson
Ashtead
Rollins

POOLCORP
Keywords Studios
CDW Corp
Thermo Fisher
Nemetschek
OneWater Marine
LVMH

*The universe of acquisitiadriven compounders comprises around 300 companies worldwide; however, not every company aligmsprétferred criteria for consideration.

Dassault Systemeés

Eurofins Scientific
AutoNation
Berry Global

Dentalcorp
HireQuest
Waste Management
SiteOne Landscape Supply
Watsco
Novanta
Comfort Systems
Alimentation Couchdard
TopBuild

Diploma
Halma
Ansys
Heico Corporation
Atkore
SDI Group
Constellation Software

DCC
Pluribus Technologies

Epsilon Net
Nordson
Software Circle
Tyler Technologies
TerraVest Industries
Perimeter Solutions
IDEX
Wolters Kluwer
Ametek

Segmentation of Acquirers

Fastenal
Interpump
Chapters Group
TransDigm
Judges Scientific
Roper Technologies
Converge Technology Solutions
IMCD
Zigexn
Topicus
CSW Industrials
Danaher
Sygnity
Amphenol
DisocverlE
SeSa
Reply
Bunzl
Lumine Group
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Segmentation of Acquirers

IPO of acquirers We havein Swedenin recentyearsseenmanyacquisitive
16 companiedPQ
14 ThemostrecentIPOof anacquisitivecompanyin Sweden

was in March 2025 (Asker Healthcare) We have not
1 countedspin-offs asIPOs
The companies that we own in the REQ Nordic
Compoundergportfolio have on averagebeen listed for
18 years(mediancompanyhasaswell beenlisted for 18
years)
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Source: Company websites/reports as of June 2025.
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Programmatic acquirers are often categorized as companies completing small deals with a frequency Characteristics of Programmatic Acquirers

Type of acquirers according to McKinsey

High

EV
acquired

Low

Large deals

Selective

Organic

Tactical

Programmatic

# of deals p.a. High

*McKinsey- How lots of small M&A deals add up to big vatueefinition of programmatic is when a
company makes two or more small or rsided deals p.a.
** McKinsey - How lots of small M&A deals add up to big value

Programmatic acquirers achieved excess total returns to shareholders that were
higher than the median**

Median excess TRS for companies that remained in the Global 1,000 from Dec 2007 to Dec 2017,1 %

Programmatic M&A  Selective M&A  Latgal M&A  Organic M&A

K

— 71 Upper 90% confidence interval
i Median excess TRS
Lower 90 confidencantervall

TRS = total returns to shareholders. Global 1,000 comprises companies that a
among top 1,000 by market capitalization; excludes companies headquartered
in Africa and Latin America.

Source: Global 1,000, 2017; Thomson Reuters; Corporate Performance Analy
by McKinsey
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Characteristics of Programmatic Acquirers

In M&A strategy and sourcing, respondents at programmatic acquirers are more Companies with a programmatic approach to M&A set goAgo criteria for each stage
likely than others to strongly agree that their companies take measures to align of a deal.

M&A strategy with corporate strategy.

Share of respondents who strongly agree that their companies
Share of respondents who strongly agree with a given statement (%) h / poncer f ; g,\% &25 o P _ ) _
ave go/nogo criteira for a given tage ( 0) B All programmatic acquirers H At all other companies
Company regularly reallocates M&A Executives understand which assets
capital to business units that align they may ngeq to Quy and sell to ’ Signing a nondisclosure Making a nonbinding Making a binding offer Finalizing negotiations
most with its overall strategy NBEFEAIS O2YLI yeQa FaLIANIOA2Yya agreement offer
4
26 6
30 41
31
15
37
All programmatic At all other All programmatic At all other
acquirers companies acquirers companies

*McKinsey study Practice makes perfect: What sets programmatic acquirers apart
Programmatic acquirers n = 321, For all other companies n = 961




What ProgrammatidAcquirersDo Differently*

{a

Programmatic acquirers are more likely than other companies to have clear owners for

each phase of the M&A process.

Share of respondents who strongly agree that there is a clear owner for a given

M&A phase (%)

Market scan

37

*McKinsey study Practice makes perfect: What sets programmatic acquirers apart

Valuation of
targets

Y

M All programmatic acquirers

Due diligence

Y

Integration
planning

36

Programmatic acquirers n = 321, For all other companies n = 961

M At all other companies

Integration
execution

35

24

Characteristics of Programmatic Acquirers

In each phase of the M&A process, programmatic acquirers are likelier than other
companies to use playbooks.

Share of respondents who say their companies have a playbook
or how-to-guide for a given M&*phase (%)

Market scan

38

Valuation of
targets

62

Due diligence

62

B All programmatic acquirers H At all other companies

Integration
planning

51

Integration
execution
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Characteristics of Programmatic Acquirers

In orderto achievea high numberof acquisitioncandidatesand be ableto procesdn a diligent manner,we haveestablishecan M&A process
that is easyto follow and is sufficient It starts with a growth screeningwhere we identify companiesbasedon the criteria, as mentioned
before,but wherewe also havethe parametersof transactionfeasibility basedon ownershipstructure and at least soft values Do we think

that the companyandits entrepreneumill fit in our groupandalsoaddto the further developmenbf usasa company

We work our way throughthe processthrough meetingsand further analysiswhichwe summarizen a shortform, whichalsomustincludea
valuecreationplan. We run our acquisitionswith our own personnela team comprisesiormallyone commerciallyresponsibleand oneto two
processorientedpeople Theseare the samepeoplethat will follow and supportthe companyalsoafter an acquisition Asof today, we havel0
peoplebeing involvedin the screeninggexecutionand M&A supportin the group, includinggroup management,businessarea management
andCFOs

We seldompatrticipatein structuredprocessesnd if we do, we must havesomeform of exclusivitydown the road as we investa lot of time
and effort in theseprocessesWethink it isimportant to havea clearcommunicationand easyaccesshroughoutthis processasthesethings
alwaysmaterialize Thatneedsto be solved Thisalsobuildstrust for the continuedjourney.

Theacquisitionprocessds just not a procesdor closingof the transaction It is alsoa basisfor getting to know the companywe are acquiring
andits people Thatis oneimportant reasonwhy we staff theseprocessesvith our own people Thisis establishedhrougha commonviewon
keyissuesgculture, businessacumen,organization,etcetera Further,we developeda joint strategicplan linkedto a modelof increasedvalue
creationand often with joint ownershipovera definedperiodthroughour option model

NiklasEnmark CFO Momentum Grou@022 Q2 Conference Call
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Characteristics of Programmatic Acquirers

Theacademiditerature on M&A consistentlyshowsthat acquisitionsare an expensivegrowth path for buyers Studiespoint to
overrelianceon synergiesand managementeamsthat engagein acquisitionsto build empiresrather than create shareholder
value

However,most of the literature on M&A focuseson large M&A dealsin publicmarkets Acquisitiondrivencompounderspon the
other hand, do smalland often private deals Acquisitionsof small private companiestend to be priced more favorablythan
publiccompanies

Acquisitiondriven compoundersare a different breed of companiesthan companiesthat make large "transformative" deals
Instead,they differ in the frequencyof deals(many)andthe sizeof deals(small) Theseprogrammaticacquirersgeneratemuch

better returns than any other deal type. Smallacquisitionsalso tend to imply lower risk for the acquirer In addition, it is
reasonabldo assumethat a repetitive processn acquisitionsalsobuildscapabilitiesn terms of acquisitions

When it comes to great small businesses: Why not own a bunch of them through a holding company?

Mark Leonard, CEO Constellation Software




Programmatic Acquirers Outperform Other Acquirers* (1/2) )

A 2022 study on 993 acquirers show that programmatic acquirers outperform other acquirers

USD returns since 2006 (Base 100, log scale)

10000 -

1000

100 +

104

Characteristics of Programmatic Acquirers

100 USD invested 01.01.2006 31.12.2021

T T T T T T T T
2007 2009 2011 2013 2015 2017 2019 2021

—— MSCI Nordic Countries —— Programmatic —— Single —— Traditional

Continued on the next slide

*The Performance of Acquiring Firms in the Nordic Marketurn Characteristics of Single, Traditional, and Programmaticracgui
Thomas Lie and Markus Martinsen, Norwegian School of Economics, 2022

MSCI Nordic Countries 217
Programmatic 3037
Traditional 254
Single 252




Programmatic Acquirers Outperform Other Acquirers* (2/2) )

Characteristics of Programmatic Acquirers

A 2022 study on 993 Nordic acquirers show that programmatic acquirers outperform other acquirers

A studyconductedin 2022showsthat, basedon 993 acquirersand 5473dealsfrom
20062021, Programmaticacquirersdisplay superior returns comparedto Single
and Traditionalacquirers

The authors state that current academicliterature has made adverse findings
regardingthe longterm performanceof acquiringfirms relativeto the market They
state that ProgrammatidV&A is not only a volumeplay but a strategyconsistingof
choreographedacquisitionprograms

In their study of Nordic acquirers,they created equally weighted portfolios to
investigate long-term performance One portfolio was designedfor each sub
sample single, traditional, and programmatic acquirers The portfolios were
rebalancedmonthly to includeand excludecompaniesbasedon deal flow over the
past 12 months To determine whether any excessreturns are generated, the
portfolios were regressedbasedon CAPM,the FamaFrenchthree factor model,
andthe Carhartfour factor model

Overview of Revenue Growth, ROIC and Insider Ownership

Programmatic Traditional Single
RG ROIC Insider RG ROIC Insider RG ROIC Insider
Mean 27.47% 9.45% 9.94% 17.99% 0.11% 5.14% 17.55% -0.60% 5.05%
Median 18.01% 9.88% 2.39% 12.46% 5.04% 0.07% 13.35% 4.49% 0.10%

They concludedfrom the study that the portfolio containing programmatic
acquirersoutperformsthe market by 0.88 to 1.32 percentagepoints monthly,

dependingon the model In contrast, the portfolios containing single and

traditional acquirersshow insignificantexcessreturns. The resultsare in line

with the findingsof somepractitionersapproachthat M&A doescreateexcess
returnsfor the acquiringfirms' shareholders

Following the evidence of the programmatic acquirers' performance, they
found quantitative differencesamongthe acquirertypes By analyzingdata on
all 997 firms in the sample,the study found that the programmaticacquirers
have a significantly higher average revenue growth and ROICthan other
acquiringfirms. Thetable on the bottom left show that their yearly revenue
growth is about 9.5 percentagepoints higherthan their peers Similarly,their
medianROIGs almost10%, twice ashighasthe other acquirers

Further, high insider ownership typically signalsconfidencein a company's
prospects Therefore, they wanted to determine whether programmatic
acquirershave a higher degree of insider ownershipand found that insiders
own 9.94% of programmatic acquirers' stocks For single and traditional
acquirersthe ownership%is 5.05%and5.14%

*The Performance of Acquiring Firms in the Nordic Marketurn Characteristics of Single, Traditional, and Programmaticracgui
Thomas Lie and Markus Martinsen, Norwegian School of Economics, 2022
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Addlife

Addnode
Addtech

Addvise

Alcadon

Alligo

AQ Group

Atlas Copco
Beijer Ama
Beijer Electronics
Beijer Ref
Bergman & Beving
BHG Group
Bravida

Bufab

Byggfakta

Cary Group
Christian Berner
Embracer
Fasadgruppen
Green Landscaping
Hexatronic
Humble Group
Idun Industrier
Indutrade

Infrea

Instalco

Inwido

Karnov Group
Lagercrantz

Lifco

Lindab

MedCap
Momentum Group
NCAB

Netel

Nordic Waterproofing
Norva24

OEM

Proact Group
Sdiptech

Seafire

Soltech*

Stillfront
Stockwik
Storskogen
Swedencare
TCECUR
Teqnion

Thinc Jetty Collective
Vestum

Vimian

Vitec

Volati

Vo2 Cap

Xano Industrier

Sales target

Sales growth Profit target
>10%

SEK 1.7 bn (2023)
2.6bn (2025)

>30% org + acq
>20%
>5% organic

EBITA500m (2023)
EBITA 280m (2025)

8%

>10%*
10-15%

Sales SEK 20bn
>5%
>10%
>10% org + 5-15% acq
>15% (half org.)
>10%

>15%
>10%
>20% p.a.
Sales SEK 16bn* EBITASEK 1.9bn*
>10%
>20%
>10%
Sales SEK 20bn
Org. Growth 3-5%

r

10%
Sales SEK 1.5bn*
SEK 8bn EBITASEK 1bn
10%
> Market growth
NOK 4.5bn*
>10%
>10%

Acq. EBITASEK 120-150m g

Sales SEK 4.7bn
Sales SEK 10bn*
> Market growth

Sales SEK 4bn*
>10%*
SEK 600m >50% Saas growth

>30% (organic 15%,  EBITAEUR 200m

Sales > SEK1bn
Org growth>market

Source: Company websites/reports

Profit growth
EBITA>15% p.a.

15% p.a.

EBT >8%

15% p.a.

>15% p.a.*

EBITA>15% p.a.*

15% p.a.
EBITDA>GDP g.

EBITDA>15%
EBITA15% p.a.

EBITA5-10% p.a.*

EBITA + >1-2% real GDP-g*

Grow EPS 100% every 5y

EBITA/share >15% p.a.

EBITA/share >15% p.a.

Margins Return on WC
>45%
>10% EBITA
>45%
EBITDA>28%
>10% EBITA

>10% EBITA

EBIT >15%

EBITA10-12%
>45%

Adj EBIT >7%

EBITA>7%

EBITA>14%
EBITDA >40%

Adj EBITDA >20%
EBITA>9%

EBITA>10%
EBITA>8%
EBITA>15-17%

EBITA>12%
EBITA>8%
EBITA>8%

Increase margins
>45% (internally)

10%
>45%
EBITA>7%

EBITDA 14-15%
EBITDA>10%
EBITA>8%

EBIT 8-10%
adj EBIT >35%

EBITA>10%
EBITDA30%
EBITDA>10%
EBITA>9%
EBITDA>10%
EBITA>12%
EBITA>35%
EBIT >20%

>8% EBITDA
EBT >11%

Equity ratio

>40%

>30%

>35%

>35%

>20%

>40%
>30%

>25%

12-15%

>25%

>20%

>20%*

ROCE

Sustained

>12%*

>20% *

>15%

>50%*

>13%

>25%
>15%

>25%

NIBD/EBITDA

<3.0x
2-3x
<3.0x

<3.0x

1.5-2.5x
<2.5x
2-3x
<3.0x
<2.5x

<2.5x
<2.5x

<2.5x
<3.5x

<2.5x
<2.5x
<3.0x

2-3x
<3.0x
<3.0x
<2.0x
<2,5x
<3.0x
<2.5x
<2.0x
<2.5x
<1.5x

<3-3.5x

<2.5x
<2.5x

<2.5x
<3.0x

2-3x(max 3.5x)

NIBD/Equity

Cash flow Dividend
30-50% (net profit)
>50% (net profit)
>30% (net profit)
25% (EBIT excl EO)

30-50% (net profit)

50% (net profit)

>30% (net profit)

Cash Conversion >100% 50% (net profit)

30-60% (net profit)

20% (net profit)
30-50% (net profit)
Cash Conversion >100% 30% (net profit)
40% (net profit)

<10%*

<1.0x 30-50% (net profit)

30% (net profit)

30% (net profit)

50% (net profit)
30-50% (net profit)
30-50% (net profit)
30-50% (net profit)

Cash Conversion >100%

30% (net profit)
50% (net profit)

>50% (net profit)

25-35% (net profit)

Cash Conversion >70%

>33% (net profit)

fa
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The Story of Financial Targets

We deliberatelychoseto developa group which would be completelyseltfinancing but which
wouldalsobe ableto sustaina growth in EPSn the range of 20%-30% compoundper annumor, as
we later definedit, 15%plusinflation. Thislatter target wasour overridingcorporateobjective

We determinedthat in order to achievethis in that very inflationary climate, we neededto be
achievingan averageReturnon CapitalEmployedf 40% Wasit a goodideaat the time? Without
doubt the establishmenbf thesevery demandingtargets was a key driver in achievingthe results

we did. Risktaking requires good profitability. We have previously

stated that minimum good profitability can be defined as a
return on capital employed that exceeds the inflation factor

| cantell youthat onceyou have createdand find yourselfrunninga group with sucha high rate
J J J . : by 5 percent.

returnon capital,it isa positionyouwill relinquishonlywith extremereluctance!

If the targets are too complexthen this quickmentalreferencecanbe verydifficult to achieve The
salient points arising from it must be simple and easily understood Thereis a virtue in having Tom Wachtmeister, former CEO Atlas Cop&onual Report 1980
relativelysimple relativelyunderstandabldeytargets.

Theroute we adoptedat Halmaaslong-term operatorswasto focuson mix. In broadterms,simply
doinglessof anythingthat gavereturnsbelowthe target leveland doingmore of what gavereturns
abovethis level It soundssimplisticbut giventime, the cumulativeeffect of chiscan be massive,
evenin alargegroup.

David Barber, former CEO and Chairman of the Board Hal@®etpber 1997 Strategy Speech




Financial Targets
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Our findings from studying financial targets
A Nocorrelationbetweenhow companiesusefinancialtargets

A Companieswith a longertrack record on the stockmarket includedividendsin
their financialtargets

A Leverageas predominatelycommunicatedasa financialtarget

A Onlytwo companiesn our samplemeasuresalesand profit growth in terms of
d LIS K dBlati& Vestum

A Companiedike Addtech LagercrantzLifcq Indutrade and Bergman&Bevinglo
not communicatefinancial targets as & LJ& IKJ N éh&y do not issueany
shares

A Veryfew companieshave (at leastexternallycommunicated)inancialgoalson
capitalor equity return targets

A We seethat relatively newly listed roll-ups apply financial targets in absolute
numbers Addvise Norva 24, BHG Group, Humble Group, Soltech Stillfront,
Sdiptech Swedencarend Vo2 Capetc.

A Bergman& . S @ AspiddfissAddtech& Lagercrantand Addlife (spinoff from
Addtech, Momentum Group measuresreturn on working capital - measured
from top managementownto lower businesdevels

The Story of Financial Targets

How to think about financial targets?

A We believe that one of the main responsibilitiesfor / 9 hiQta articulate financial
goalsasatangiblefocusfor its businessmissionandstrategy

A Financiatargetsshouldbe alignedwith O 2 Y LJI g&pit&lall&@ationpriorities.
A It shouldalsoreflectthe O 2 Y LI gvéralégdity story.

A Financiatargetsshouldalsobe understandableand applicablewithin the organization
(Bergman& Bevingsphereexamplesvith P/NWCpusheddownin the organization)

A We believeit is also essentialto have financial targets and goalsthat can be used
through businesscycles and in changing businessenvironments Simultaneously,
financialtargetsshouldalsobe dynamicandreflect the current state.

A Financiattargets should also be realisticallyset Companieghat do not achievetheir
targetswill mostlikely be punishedby the market

A Financialtargets can also create internal dissatisfactiorand undermine management
andA Ugéafdandstrategiesf they are perceivednot achievable

A Generally,companiesshould not only target sales/profits in absolute numbers if
coupledwith dilution or too highoperationalandfinancialrisk.
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clarified by clear strategic targets

From Nibe 1999 Annual Report

Nibe L y R dz& {mhiA Gb)edlive is to combine powerful and
sustainablegrowth with healthy profitability, so creatingvalue for
shareholders,providing an interesting and stimulating workplace
for employees,and attracting satisfied longterm customerswho
valuethe peaceof mind that the NIBEGroupcanoffer. The Group
alsohasfour overallfinancialtargets

A to achieveaverageyearon-yeargrowth of 20% half of whichis
to be organic

A to report averageannualoperating profit for eachof the three
businessareasof at least10%of turnover over a businesgycle

A to achievean averageannualreturn on equity over a business
cycleof at least20%after standarddeductionsfor tax

A to ensurethat the equity/assetsatio doesnot fall below 30%

Strategies

Growth

will be based on:

(3 a greater marker share in priority

markets

(3 a focus on new markets and seg-
ments, preferably with the help of

unique products

[ strategic acquisitions in selected
markets, preferably with strong
brands and complementary pro-

ducts.

Competitiveness

will be improved through:

(O the continual development of
leading-edge products in close
cooperation with the market

and customers

[ constant rationalisation of the
production process through mecha-
nisation and automation, supported
by the optimum uilisation of work-
ing time through a flexible wage

system

(O standardisation, the coordination

of components and modularisation

(3 economies of scale thanks to large
volumes in purchasing and produc-

tion

O the use of IT support for product
development, purchasing, produc-

tion, sales, markering and finance

(3 modern designs that reflect the
quality and performance of our
products.

Profitability

will be maintained through:
(O faster growth than competitors

[ optimising costs, minimising the

amount of tied-up capital and con-

sistently strengthening competitive-

ness

3 high levels of value-added

1 brand-building

(O activity in a variety of different
markets and segments, so reducing

sensitivity to fluctuations in
demand

0 benchmarking, both internally and

externally

 the integration of newly acquired
units in line with the three-phase
model: analysis-improvement-

growth.

Corporate culture

will be further strengthened through:

@ training and development of indivi-

dual employees and the org;

Customer satisfaction

will be further improved through:

(1 a broad range of products that
ensures that each and every custo-

mer benefits from optimal solutions

2 the best service and customer

support
2 high quality

[ competitive prices.

Environmental
considerations

will play a key role in product develop-
ment, from the choice of materials,
through production and use to

recycling.

Sincerity and an
ethical approach

will characterise the company and its
employees in terms of both internal

relations and dealings with sharehold-

tion as a whole

(1 the retention of existing and recruit-

ment of new key employees

O employee share schemes.

ers, © , suppliers, the authori-

ties and society in general.
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An interview with Kristina Willgard, ex CFO of Addtech / ex CEO of Addlife.

KristinaWillgard, former Addlife CEO irAffarsvarldenarticle, 202105-30:

& ¢ KgrBup now consistsof morethan 70 companies How many couldit bein the future?
JohanSj6and |, the then CEQof Addtech did a calculationa few yearsago. We askedourselves
how big Addtechcouldreally becomeand how many companiesve couldmanage We arrived
at 343

What were you thinking?

& 2 @ereboth economistssowe thought purelymathematicallylike this: Amanagementeam

of sevenpeopleis enough Thereare sevenbusinessareasthat you can keep Eachbusiness
areacanthen havesevenbusinesainits. It will be quite reasonablebecausehen they canhave

their managementeams,and eachunit canhavesevencompanies Thismakesa total of 343,

| R 2 yk@biv if that reasoningworksin reality. But A (it ®estanswerl have Whenyou buy
companieson an ongoingbasis,aswe do, A Uir@rédiblyimportant to havethe capacityto take
care of everyone YouO | yjuStihuy companiesand let them go. ¢ K | rib€itEe idea Instead,
youhaveto work closelyand developtogether. It isimportantto haveboth humanandfinancial
capacity

Many peoplethink that 70 companiegs a lot. Butwhen| startedat Addtechin 2010, we had 70
companieswith a turnover of around 3.5 billion. Whenwe spunoff AddLifein 2016 Addtech
had twice as many companiesg 160 or so. And it was really built with this 7-7-7 structure
Althoughat the time, we werefive at the top and sevenbelow.£

Scaling M&A and Lonrterm Opportunities
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Sourcelifcoannualreport
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We are slowlydevelopingand graduallydevelopingour acquisitioncapacity,whichhasled to this effectthat we are
now ableto do a little bit more acquisitionghat we were maybeableto do 4 or 5 yearsago. Andthisis a continuous

developmenbf organicallydevelopingour own resourcesand beingactivein finding companiesput alsobeingable
to take careof newacquisitions

That is equally important that we make sure we set the foundation to continue organic developmentof these
acquiredentities Andwe take a big emphasison havingthe right peopleinvolvedin steeringthat developmenfrom
a Lifcoperspective

Per Waldemarsson, CHGfcq 2021 Q4 Conference Call
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The picture represents Constellation Software organizational chart with
different levels, illustrating how an Acquisitidrniven compounder can
organize itself as it becomes larger.
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A snapshobf Constellation Softwarbusinesses 2022

One of the issues that the CSI Board, in particular, worries about as CSI gets larger, is the complexity created hyaugromin. \We totted up the numbers this
guarter, and we had approximately 125 business units which were competing in approximately 50 verticals. We tend-ibdnidii€ss units and-3 verticals each
year. The Board rightly asks how they (and CSI management) can expect to understand and manage an ever larger nuneéssuaftbwsid verticals.

Ly NBaLkRyasS G2 (GKS . 2FNRQa O2yOSNyz LUGS | a1SR SI OK wiFof azNgir OpSGinyy Gréuy s D NP dzLJ

evolved during the last decade: how they are structured now, what has changed over time, where the business unit,aidi€©peedting Group managers have
come from, how big the business units are and how big they are likely to become, from whom they were acquired, whatehensplerformance has been, etc.

One early observation is that our business units rarely get large. The biggest is 307 employees, and the average Ibusimestiyjuhas 44 employees. Two thirds of
our employees are working in business units with less than 100 employees. When we did a linear regression analysisuodgadgaimst business unit size for Q1
2013, we found less than a .001R2. This suggests that the size and performance of our business units are almost titallyl betelve that these business units are

aYrtt F2NJ I NBFaz2yXdKIG GKS FTRGFydl3Sa 2F o60SAy3 I IAing2 dzNIRS G2AYALKEGS EFAF (NS 2LdNiPS6SEA Sy
I o6dzyOK 2F nnn SYLX 28SS o6dzaAySaa dzyAda G2 NBLIFOS 2dz2NJ nn SYLX 2eSS

LQY yz2( adNB AF G(KSNBQa A ) 20 ] )
2OPSNBKSEt YSR 6SOFdzasS 27 2YA0GNIAYSR NBaz2dz2NOSa G (GKS anySaffzilthd GadiSléve and iake 0rk S
622 YdzOK 2F GKS o0dzaAySaa dzyArAdaQ OGAGAGASAD ¢ KAA& fohaveafdyula? dialog o@sarte cisSdata.( S &

Mark Leonard,CEQConstellationSoftware 2012President_etter
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Somethoughtson Europeamarketopportunities

& 2 K &rg'they runningout of companiesto 6 dz& K &

We often receivea commonquestionregardingthe length of the growth runway for
acquisitiondriven compoundersand the number of companiesthey can find and
acquire

Generally speaking, when studying acquirers with a sectoragnostic/generalist
approach, their strength lies in the decentralized model where the acquired
companies continue to operate according to their way of doing business,
complementedby bestpracticesandintelligentincentivestructures

Havingthat sectoragnosticapproachmeansthat these companieshave a large pool
of companieswithin manydifferent industriesto fish from. Still, questionsariseabout
how many companiesthere are to buy and how to scale M&A properly to other
geographiesWe believe that the "duration” aspectof many of these companiesis
underestimatedby the market becausethe pool of future acquisitionsis large So,
what doesthe "pool of O 2 Y LJI {63k kka&?é

Scaling M&A and Lonrterm Opportunities

Onthe next slidewe showthe larger Swedishgeneralistacquisitiordriven compounders
Lifco, Indutrade, Addtech and Lagercrantzwhich together for the last ten yearshave
made around 175 acquisitionsoutside the Nordics,more or lessa drop in the ocean
comparedto the total potential acquisitiontargets While Lagercrantas the smallest
amongthese companiesand is going through similar phasesas the larger ones, it has
more recentlyplacedmore emphasin scalingM&A outsidethe Nordics

Establishinga stable foundation in their core market (the Nordics)has allowed these
companiesto gradually expand geographicallywhile maintaining their disciplined
approachandapplyingtheir bestpracticesto M&A.

Moreover,companiesalreadysuccessfuin M&A within their home marketscanreduce
risksand increaseoptionality comparedto companiesn the early phasesof geographic
expansion However,it's crucialto note that this trial-and-error approachneedsto be

monitored more closelyby shareholders
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# acquisitionscompletedin the Nordics vs. total Scaling M&A and Lonterm Opportunities
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Somethoughtson Europeamarketopportunities

Ourinvestmentphilosophyisto own companieswith a persistentlyhighreturn on capital
againstalonggrowth runway.

Many publicly listed acquisitiondriven compoundersshare these characteristics We
believe the market underestimatesour investments' "duration” aspect becausethe
opportunity set of future acquisitiontargetsis solarge We believethe bestacquisition
driven compoundersare attractive investmentsas they reinvest a high proportion of
their free cashflow in a disciplinedmanner (high ROCEacquisitions)over time and
repeatedlyacquirenew companies

The publicly traded acquisitiordriven compounderswe invest in benefit from several
advantageoudeaturesof the private SMEmarket (Smalland Medium-sizedEnterprises)
When lookingfor new acquisitions these companiesare not constrainedby the sizeof
an end market, particular sector, or geography For most of our companiesthe global
SMEmarketistheir target

Thebackboneof the economy

Small private businessesare the backboneof the economy In Europe, 99.8% of all

companie$ are small and mediumsized enterpriseswith fewer than 250 employees
This group of companiescomprisesa total of 23.5 million companies 94% of these
companiesare "independent,"meaninglarge corporationsdo not control them. Families
and foundersown these companies In Europe,about 15,000 companiesare sold each
yeal. Someare acquired by large corporationsor strategic buyers, some by private

equity firms, and some by acquisitionrdriven compounders The country distribution of

SMEsn Europeis asfollows (in millionsof companies)

(continued)
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Distribution of European small private companies (in millions)
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Italy

Italy is one of the largest manufacturingcountriesin Europe Many family businesses
were establishedn the 1950s and 196Gs* when Italy experienceda significanteconomic
boom. Many of Italy's regulations favor small businesses Transitioning from one
generation of entrepreneursto the next brings challengesand opportunities Family
goals may differ from businessrationale and threaten a company'scompetitiveness,
which canleadto atransaction Giventhe culturalimportanceof closepersonalbusiness
relationships,acquirersmust havea local presencein Italy. Giventhe sizeof the private
businesdandscapen Italy, it is unsurprisinghat one of our portfolio companiesLifcoof
Sweden,madefive of its 20 acquisitionsin Italy in 2021 In May of this year, the most
recentwas TreviBenneSp.A. - a manufacturerof excavatortools and attachmentsfor
demolition, scrap handling, earthmoving,and forestry. Foundedin 1992 Trevi Benne
employs105peopleandhaschosenLifcoasits permanenthome.

Germany

Thereare 2.4 million smalland mediumsizedenterprisesin Germany Thereis a strong
family influence for larger listed companiesand SMEs A study by the "Institut far
Mittelstandsforschundg® showsthat around 95% of all companiesn Germanyare family-
owned The shareholderstructure is often more broadly distributed among family
members than in other countries, such as the United Kingdom This characteristic
represents both a challenge and an opportunity for potential acquisitiondriven
compounders SinceJanuarylst of this year, our portfolio companieshave acquired
eight German companies On March 31st, Addtech acquired 90% of Fey Elektronik
GmbH,a Germanbattery manufacturer Feyhas160 employeesandthe CEQremainsa
minority shareholdemwith 10%of the shares

Scaling M&A and Lonrterm Opportunities

UK

TheUKis one of the mostactive M&A marketsin Europe Privateequity buyerscontinue
to drive the dealactivity, but the UK is alsobecomingan increasinglyattractive market
for acquisitiondriven compounders Despiteeconomicand political challengesthe UK
mergers and acquisitionsmarket remains exceptionallyactive The smaller company
segment,defined as transactionsof up to £10 million, grew by 21%f last year. We are
seeingincreasingprivate acquisitionsby our businessesn the UK In Junealone, four
transactionswere completed by our companiesin the UK The Canadiancompany
Constellation Software was particularly active, acquiring two software companies,
includingAlemba with 109 employees On July25", SwedishLagercrantacquiredDoor
andJoinerya UKsupplierof customizedire doorswith salesof GBP4.5 million.

Summary

Acquisitiondriven compounderstake advantageof the highly attractive featuresof the
SMEmarket With local representativesn eachmarket, our companiesfind, negotiate,
andcloseattractive acquisitions

In summary, investing in companieswith longterm growth opportunities and high
returnson capitalis necessaryo achievehighlongterm stockreturns. An extensivepool
of acquisition opportunities is a perfect starting point for our acquisitiororiented
compounders

We observe that our companiesremain disciplinedin finding and closing attractive
acquisitionsat attractive multiples, which keepsreturns on capital high As long-term
shareholdersye enjoysubstantialvaluecreationin this process

Sources:

"Statistics on small and mediugized enterprises" by George Papadopoulos, Samuli Rikama, Rajda@skdZiadeSalakhEddine (Eurostat, Structural business statistics), Aarno Airaksinen,
HenriLuomarantg(Statistics Finland)

Thomson Reuters, based on the thrgear average for 2012021

"Made in Italy" How culture and history have shaped the modern Italian business environment, political landscape, andmabéeganizations. (Susan Global and Kayla Gibson)

"The Environment for Business in Germany" (CVJ Simpson Assdties)www.cbw.co.uk/2022/01/maactivity-in-the-uk-setsnew-recordsin-2021/
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> 200 businesses

30 countries

Source: Lifco annual report
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RiskReductionThroughExpandindRootSystems )

Somethoughtsonrisk andreturn

In the plant world, the roots of the Africanrock tree, Ficusabutilifolia, can split huge

openrocksand penetrateup to 60 metersdeepin searchof water. Plantroots perform

severalimportant tasks Theyresistthe effects of wind, water, and dirt, among other

things'. In addition, some trees can stand upright for hundredsof yearsbecausetheir

roots grow deep and wide into the ground, survivingeven when large sectionsare cut

off2. Therefore,a robust root systemis a prerequisitefor a tree to grow for decades
becauseall growth becomedragilewithout it.

Scaling M&A and Lonrterm Opportunities

Most people focus on what's visible and measurable a growing tree with its

correspondingoranchesand leavesin full glory. Or, in a corporate context, a company
experiencinghigh growth and seeminglyfiring on all cylinders But a closerlook may
reveala growth profile basedon a concentratedproductline soldto a singlecustomerin

a narrow end-market with favorablemacroeconomidailwinds Eachof theserisksmay
look low-risk, but it's boundto happenif you keeprunningthe clockon a low-probability

event After all, compoundingworks both ways Hence,we stay away from companies
that are too dependenton any one of those factors becausewe know that any one of

theseriskswill eventuallyplayout in the fullnessof time.

Avoidingblowups

Most investors' fascinationwith acquisitionrdriven compoundersoften stems from a
return perspective Thisgroup of companiescan systematicallydeploy largeamountsof
capitalat highreturns over a longtime. Toreturn to the analogybetweena plantanda
tree: the tree's growth with all its branchesand leaves represents reinvestment
opportunitiesharvestedin due course

To reach the "second half of the chessboarél, i.e., where an exponentiallygrowing
factor getsgoing,one mustn't aim for the highestreward but avoid blowupsat all costs
That'swhy we shun singleexposurerisk. Most other outcomesare good if we don't
makebiglossesat the fundamentallevel Forthis reason,we don't try to find rocketsbut
to avoidmeltdowns

(continued)
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Finding rockets *7-.. ‘ \’\’\' Avoiding meltdowns

Therefore, we approach these compoundersfrom two different angles, which are
ultimately joined at the hip in the contextof compounding

Fundamentaldownside protection: internal diversificationthat ultimately reducesthe
risk of a blowup. We like deep and expansiveroot systems Froma return perspective,
the ability to deploy capital with high returns through multiple small acquisitionsof
private companies; a growingtree with correspondingoranchesandleavesin full glory.

Teledyne

Teledyne'sHenry Singleton,an early pioneer of the decentralizedmodel and widely
celebratedfor his capitalallocationskillsover nearly three decadesmay have shareda
similar interest in plants and trees. In a 1978 Forbes interview, he said he saw
diversificationasinsuranceagainstdisaster

Teledyne is like a living plant, with our companies the different branches and each putting
out new branches and growing so that no one business is too significant.

HenrySingleton,former founder & CEQof Teledyne

Sources:

1. Myths and Misconceptions About Tree Roots Explained (treehugger.com)

2. The metaphor of root systems was inspired tfam post(LibertyRPJrelated to portfolio construction

3. A concept laid out by Ray Kurzweil

4. Distant Force: A Memoir of the Teledyne Corporation and the Man Who Created It (by George A. Roberts)

Scaling M&A and Lonrterm Opportunities

Indeed, Teledynedesigneda decentralizedsystem of autonomy and ownership that

collectivelysmoothed out peaksand troughs as well as any individual single exposure
risklurkingaround It's fascinatingto seehow manylessongrom Singletonand Teledyne
sharedacrosshigh-performingconglomeratesThoseinvestorswho investedin Teledyne
stock in 1966 earned an annualizedreturn of 17.9% over 25 years,or 53 times the

investedcapital, versus6.7 times for the S&P500* We sharemore about Teledynein a

belowchapter.

Thefollowing organizationalchart illustratesthe extensiveroot systemof Lifcq one of
many acquisitiondriven compoundersfrom Sweden,with more than 200 companies
acrossnultiple nichesandgeographies

We, therefore, prefer growingtrees with everexpandingroot systems Thesestructures
shouldbe celebratedfor their compoundingsuperpowersput equallyimportant is their
ability to reduceidiosyncraticiskat afundamentallevel
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Great RiskMitigating Characteristics
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SwedishAcquisitionrdriven Compoundersn aninternationalcontext




SwedishAcquisitiordriven Compoundersn aninternationalcontext

Market Cap (USDbn)
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TrustBasedBusiness Models
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Reflection®n Decentralization

The cornerstones of our investment philosophy are “"capital allocation”,
"decentralization"and "people". Findingoutstandingcapital allocatorswho decentralize
their businessand act like true owners is critical to achievingexceptionallongterm
returnsasinvestors

Decentralization is an organizational structure where management delegates
responsibilitydown in the organization This organizationalstructure is basedon the

beliefthat top managementoesnot haveall the correctanswersabout how underlying
departmentsand subsidiariesshould deal with customers,suppliers,and competitors

With responsibilitycomesthe power of increasedmotivation, knowledgesharing,and
better customerrelations becausethe decisionmakersare closeto customers It is a
management philosophy of using the carrot rather than the stick Our companies
operate without the anchor of bureaucracy Our decentralizedbusinesseshave lean
corporateheadquartersoy nature.

Being a suc9e§sful investor isvall about pick[ng tt]e right guy or gaI.ABecause as an
2dziAARSNJ @2dz OFlyQi S@Sy (y2¢ Syz2dzaK (2
almost entirely dependent on the abilities of the people you invested behind.

Barry McCarthyreproducedy SidecalCapital@sidecarcap

Decentralization

A complexundertaking

In our experience as investors, some unique business models are based on an
extraordinarylevel of trust. Decentralizationis at the core of these businessesThese
decentralizedbusinessesywhere managementis willing and able to provide significant
autonomy to the underlying subsidiaries,create solid returns for shareholdersover
decadesWe investin manyof thesedecentralizedousinessebecausewe firmly believe
that these companieshave an entrepreneurialenergyfrom which we, as shareholders,
benefit significantlyfrom.

To practice simplicity in businessis a very complextask Our investmentphilosophyis
based on the belief that a decentralized- non-bureaucratic - and independent
managemenimodelis the bestwayto promote entrepreneurshipand performance It is
the belief that individuals can influence the companyand should be entrusted with
responsibilityfor decisionmaking The decentralizedbusinessesve investin represent
independence,accountability,and rapid decisionmaking Entrepreneurshipshould be
activelyencouragedand protectedto createextraordinarybusinesgperformance
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It is easy to teach quantitative analysis and business valuation methods.
Unfortunately, it is not so easy to teach qualitative methods. These can be taught,
but learning from experience is often the best way.

CharlieMunger
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Reflection®n Decentralization Decentralization
Doescooperationpay off?

We believethe simpleansweris "yes!" In the book, "The Evolutionof Cooperation"by To saythat the conceptof decentralizationworks well is an understatementwhen
RobertAxelrod,the author exploresthe longterm rationalapproachto solvingsituations you look at the results of our portfolio companies The headquartersdoes not
wheretwo LJ NIban&fiafi@m cooperationin the long run, but where the shortterm micromanagethe acquired companies However, the acquired companies are
rational approachis to maximizetheir own gain We know this from businessschoolas offered support and assistancein their development and growth. Trusting
"ThePrisoner'Dilemma” cooperationwith the headquarterssthe hallmarkof the decentralizedusiness
Thed 2 2 indn&onclusionis that a so-called"tit -for-tat" strategyis highly beneficialin Thepowerful conceptof decentralizations of greatbenefitto usasinvestors It isan
all types of relationships Thisis an optimistic view of cooperation It is about starting investment concept that stands the test of time. We have invested in many
with a friendly invitation and hopingthe other party will respondkindly. What doesthis decentralizedmodels that will continue to create high shareholdervalue in the
haveto do with businessand, ultimately,investments? future.

In a businesscontext, "tit -for-tat" meansthat the head office offers a lot of autonomy

andtrust from the start, helpingsubsidiariedo develop Thesubsidiariesjn turn, sense The pull integration has been really key to our sud&&snever say subsidiaries. We
this freedom from above and respondby cooperatingand ultimately making business say sister companies. We never look at the cost synergies. We always look at the
decisionghat benefit headquartersthemselvesand shareholdersWhenthis long-term, growth synergies. We never improve the-ipwn type of integration. We aim for
two-way cooperationdevelopsin thesedecentralizecdbusinessnodels,all partiesbenefit the pull integration. New sisters use Bufab best practice where it helps the most, not
¢ not leastthe shareholders just because they have to. As a result, this has given us borth opportunities to acquire
and has given us a favourable pricing and a good development of the acquired
One of the key things is that we do not control how our companies do business; we help companies. | also lowers the risk, | would say.

and support themTeqgniorhas board representation in all subsidiaries where we try to

push positive energy onto the CEO.

If something out of the ordinary happens , someone fronifgmgnionrmanagement can be Urban Bulow, Group Director North America, Bufabapital Markets Day 2021
landed in the company and help them sortthingsout S Sy O2dzN> IS / 9ha G2 6S02YS
friends amongst themselves and exchange ideas and beers. We try to meet up a couple of

times per year to build strong relationships, learn new things and inspire each other to

greatness.

Johan Steene, CEO Tegni@tguirers.com interview




A DecentralizedCollectionof NicheBusinesses
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Hermann Simon'sinsightful book, "Hidden Championsof the TwentyFirst Century,"
first published in 2007, highlights lesserknown niche companies that excel in
specializedsectors Thesebusinesseperate in the "hinterland” of the value chain,
frequentlyengagingn businesgo-businesgB2B)transactionsby supplyingmachinery,
components,or processesntegratedinto the final productor service Asaresult,they
often gounnoticedby consumers

These hidden champions,commonly family-owned, achieve market dominance by
emphasizindocus,globalreach,dedicationto premiumproducts,androbustcustomer
relationships To be classifiedas a hidden champion,a businessmust meet specific
criteria, includingmarket position, revenue generation,and limited public exposure
Examplegrom the book ¢ someof whichhavesinceemergedfrom obscurity¢ include
Rud,a leadingplayerin industrialchaing Amorimfrom Portugal,a world leaderin cork
productsand cork flooring; and Jungbunzlauera globalleaderthat suppliescitric acid
for everyCocaColaproducedandsold

HiddenChampions

Investingin private niche companieswithin a decentralizedstructure presentsseveral
advantages Firstly, their essentialofferings grant them resilienceagainsteconomic
fluctuations,allowingthem to maintainpricingpower and highgrossmargins Focusing
on a narrow nichecanoften createan oligopolisticstructurethat protectsincumbents,
preservespricingpower, and detersnewcomers Thesemarketsare typicallytoo small

to attract significantinterestfrom potential competitors

Decentralization

Secondly, niche companies often exhibit adaptability and responsivenesso market
changesfosteringa dynamicentrepreneurialculture through decentralization

The most successfubcquisitiondriven compounderscollect these specializedcompanies,
building a diverse portfolio that spansproducts, customers,suppliers,and regions This
combinationof different earningsstreamsprovidesstability and resilience Many of the
companiestargeted by our portfolio companiesshare several key traits with hidden
championswhichincludethe following:

w Engagingprimarily in businesgo-business(B2B) transactionsfor their products and
services

w Providing missioncritical and often customizedofferings at relatively low cost This
approachcan generate a lockin effect, leadingto high customerretention and pricing
power. To attain the latter, the bestperforming organizationsfrequently employ value
based pricing strategies that underscore their offerings' unique value proposition to
customers

w Focusingon flow products, or consumables)inked to customers'operating expenses
rather than capital expenditures Thisconnectionenhancespredictability and diminishes
relianceon cyclicalspendingfluctuations

wBenefitingfrom a favorableworking capitalmix and typicallylimited in-houseproduction
resultsin low capital requirements This aspectis often further optimized following an
acquisition

(continued)
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The culmination of these factors often results in recurring revenue streamswith high
grossmarginsand attractive cashconversion Theallure of these core characteristicss
far from random Maintaining a consistent acquisition pace necessitates both
predictabilityand high cashflow conversion

Additionally,steadyrevenuestreamsand strongcashconversiorratesare vital for a selt

financing acquisition strategy, allowing the organizationto maintain financial stability
without relyingon externalfundingsources Consequentlypncethe onboardingprocess
concludes,cashflow and other return-on-capital metrics becomethe sharedlanguage
amongthesecompanies

Consider Heico Corp, a Floridabased enterprise founded in 1957. As a leading
technologydriven aerospace, industrial, defense, and electronics firm, Heico is
recognizedasone of the world's largestindependentprovidersof FAAapprovedengine
and componentparts. Thesemissioncritical parts are vital for their customers primarily
airlines,asthey ensuretheir fleets' operationalefficiency,safety,andreliability.

In one of our conversations,Larry Mendelson and his son Eric shared the essential
factors contributing to Heico'ssuccesssincethey took over in 1990 Despiteits size,
which now boasts6,400 team membersand 88 acquisitionsof niche businessesHeico
has maintainedits agility and responsivenessWith his backgroundas an accountantat
Arthur Andersen,Larry Mendelsonemphasizedhe importance of cashflow in Heico's
successwhichshapedhis perspective Hisformer boss'smantra,"GAAHRSs crap™”and "the
keyiscasht f 2 ¢ ¢

We are not merely an aerospace company, but rather a vehicle that generates strong cash

flow through aerospace parts and technology.

Larry Mendelson, Heico CEO

Decentralization

Consequently,Heico's focus on cash flow and decentralization has produced
remarkableresults Sincel990 whenthe Mendelsonsook over the businessHeico
stock has delivered 21% annualreturns, amountingto a staggeringtotal return of
67,900%

The basic culture ddeicois one of a decentralized organization, where we give
tremendous authority to the operating level. As you know, we have ndewed

vice presidents that filer everything that comes from the operating group up to the
corporate and to myself, Eric, Victor and Carlos.

So, the first thing we do in acquisition, the most important is really scrutinize,
analyze, get to know the person who is selling the company to us and how he
manages. And if he treats his people well, this is very important.

As an example, if he goes through the factory and he sees somebody and he tells us
GhKZ GKIFIGQa | YIFIOKAYS 2LISNIG2NE GKIFGQa
impressive. But some of those people go through the factory and they stop at a
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This means an awful lot. We understand the relationship between the owner of the
company and his workforce, his team members. That goes a long way, and we
g2NJad ¢KIFGQa
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Larry Mendelson, Heico CE2022 Q4 Conference C3

G

a
2y

i K



A DecentralizedCollectionof NicheBusinesses 0

Decentralization

Decentralizationand CustomerFocus

Another essentiallessonfocuseson organizationalstructure, with decentralization
being vital for two reasons First, agile, entrepreneurial companies collaborate
closelywith customerdo createtailored solutions

Therefore, decentralizationis essentialfor these businessesto continue thriving But decentralizedresponsibilityis very easyto say. But how do we do it?
after being acquired as part of a larger structure This structure encourages Decentralizatiorfor meis veryeasy It's like jeopardy Youaskthe question,but
entrepreneurialflexibility, enablingcompaniesto excelin their specialtyand remain they havethe answers That'show youlead Youleadby questionsnot lead by,

if 1 were you, maybe | would do like this. That's not decentralization That's
centralization

closeto their customers

Second,a decentralizedsystemis critical for maintainingthe acquisitionengine's
paceof multiple smallprivate transactions Without decentralizationand autonomy
within eachbusinessunit, the M&A enginefalters.

It's nearlyimpossibleto sustainan acquisitioncadenceof 5-10 new companiesjf not UIf Lililus, CEO Momentum GroypABG Investor Day March 2023
100, per year if integration efforts and micromanagingconsume management

resources In the long run, this isn't feasible Thus,the organizationaldesign for

theseacquisitivecompaniess a feature, not a bug We tend to grow skepticalif we

observeoverly optimistic growth targetswith acquisitionsfactoredin, but without a

decentralizednindset,in place

(continued)
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TheldealCombination

While some niche businessesmay not be as glamorous as some SaaSenterprises
boasting high growth prospects,their true potential emergeswhen integrated into a

decentralizedstructure. Limited growth prospectsin niche markets can lead to these
businesse®einglesssoughtafter in auctions However,acquisitiordrivencompounders
remainundeterred,asthey offer a reinvestmentengineto redirect cashflow into other

exceptionalniche companies Therefore, limited reinvestment opportunities and size
thresholds that disqualify specific buyers don't hinder them. These factors can be

advantageousasthey often deter other investors,reducingcompetitionand, ultimately,

pricespaidfor thesebusinesses

In Conclusion

The achievementsof hidden champions,as discussedin Hermann Simon's book,
emphasizehe importanceof focusingon nichemarkets,decentralizationandfostering
close customer relationships Investingin specific niche enterprisesmay entail risk;
however, the portfolio strategy employed by acquisitiordriven compoundersoffers
diversificationand an efficient reinvestmentmechanism With predictable cashflow
streams, these vehicles can succeedwithout rapid growth, resulting in resilience,
adaptability,and marketdominance

Decentralization

If youfill a room with our subsidiaryCEOsteally soonwhen they look around and

they get inspiredby all their coworkersor colleaguesin that group, they start to

fantasizeabout how they should build a big company,not 25 small autonomous
companiespecausei K I vih& geopledo. Theytend to build a clan Theywant to

sticktogether. So,if youwould askthat questionto that group,theywould say,yeah,
we shouldask you one on Tegnionand the head office on how we shouldbuild a

goodculture

Andthenwe shouldmakea Tegnionculturewith all these24 companiesaswe have
today. Andthen | haveto stepin betweenand say,no, no, no. We demandfrom you
that youcreatea goodculture,yourcultureat yourworkplace

L {ntta Tegnionculture L dyQuéresponsibilityas a leaderto makesurethat people
enjoybeingwith you ¢ K | yiouRculture. L (in@ & Tegniorformula.

Johan Steene, CEI2gnion Redeye Serial Acquirer Event March 2023




The beauty of Small NichegCustomer Intimacy )

And customer intimacy requires decentralized operations Decentralization

We operate a portfolio of 27 companies. While the end markets are very different, the business models of
each of the 27 are remarkably similar. They're all leaders in very small markets. We like small markets
because they're protected from competition. We like them even more because the basis of competition is
customer intimacy. So, we're the leaders in these small markets, and everything all of our 27 businesses do
is deeply verticalized or applicatispecific. Because of this customer intimacy, we operate a highly
decentralized operating structurea high trust autonomy structure

Neil Hunn, CEO of Roper Technologi€&®ldman Sachs Conference September 2023




Swedish Legacy of Decentralization

We often encounter the question, "Why does Swedenhave a significantnumber of
acquisitiondrivencompanies?"”

Thereisn't a single answerbut rather severalfactors that collectivelyweave a history
explainingwhy Swedenhas successfullyfostered numerouscompaniesmany of which
havethrived on acquisitionsspanningdecades

To beginwith, Swedenboastsa rich industrial heritage dating backto the 19th century,
with companieslike Sandvik Atlas,and Trelleborgbeing industrial pioneers As a small
and geographicallysolatednation, Swedenpromptly embracedtrendsin innovationand
globalization Many industrial firms initiated their international journeys through
acquisitionsin the mid-20th century CompaniesuchasBergman& Beving(with its first
acquisition being Lagercrantzin 1967 and Atlas Copco,backed by financially robust
families(like the Wallenbergfamily in AtlasCopco)embarkedon acquiringcompaniego
growtheir operations

The 1970s witnessedthe rise of a decentralizedgovernancemodel influencedby Jan
Wallander,the former CEOof HandelsbankenThisdecentralizedcorporate governance
model found widespread adoption, becoming deeply ingrained in Swedishbusiness
practices Inspiredby modelssuchasAtlas/ 2 LIJ@BE@mans Beving'scompaniedike

Indutrade emergedin 1978 founded on similar decentralizedprinciples The succesf

these ventures inspired other Swedishcompaniesto adopt similar models, creating a

modelthat provedto be scalablegglobally

Decentralization

The role of Atlas Copco AB as a parent company of the Atlas Copco Group was
more closely identified in 1976. As a result of a reorganization which was made in
the course of the year, the responsibility for a number of operative functions has
been transferred to other companies in the group. /.../

la | 02yaSljdsSy0S 2F (KAa NB2NHFYATFGAZY
management functions has been reduced to about 200.

The decentralization has meant that several service functions have been moved
closer to the actual users, cost accountability has been linked directly to needs, and
the central corporate management has been relieved of several routine matters in
order to allow more time for strategic management questions.
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Swedish Legacy of Decentralization

Decentralization

Moreover, Swedenconsistsof many small and mediumsizedbusinessespften family-
owned, which makesfertile hunting groundsfor acquirersor small private companies
Also,Swedenis known for its open societiesand data accessibilitywhich contributesto
hightransparency

Annualreports for all companiesare open to the publicin Sweden,adoptingtrust and
reliability in the O2 Y LI yida&@&lQand decreasingunpleasant surprises post

Interpersonal trust level
o P o
Denmark I
Norway I
Finland I
Iceland I
Sweden I

acquisition
Asthesecompaniesdiemonstratedthe practicalvalueof their modelsand maintainedan 0 82 8 2 T 8 EPDPESLE UDPE ST T
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entrepreneurial spirit within the acquired entities, trust between sellersand buyers S s53 5 B T E & S 3 282 8 8 2 s
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flourished over the years Today, Sweden boasts one of the highest levels of £ 2 TS & E & 2 3 g =
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interpersonaltrust globally z 2 2 3
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=

Thecountry alsoranksfavorablyon internationalindicesmeasuringparameterssuchas
ease of doing business, global innovation, corruption perceptions, and human Source: EuropeaSocialSurveyRound8 Data (2016)
development

Anothercrucialfactor is that successfuhcquisitiondrivenwith smallprivate transactions
at the heart of the strategyhaveestablisheda simple,efficient and standardizedvay of

conducting business,employing simplified, short, and concisedeal making and deal

documentationovertime.




Becoming the Preferred Buyer
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One of the most critical questionsfor a buyer A aHow do | becomethe preferred
choiceto sell(i 2 Rrllypayinga higherprice than everyoneelsewill sooneror later
providelow returnson capitalandhencebe value-destructive

For acquisitiondriven compounderswith a long track record, being the € .
/ K 2 Ns©ré éf the strongestmoatson why sellerswill chooseto sellto them.

Overdecadesthey havebuilt trust amongpotential sellersasa companythat takes
care of the companiesacquired,providinga ¢ K 2 Yi@ #he sellingentities, often
family-ownednichedcompanies

Theywill offer sellingentrepreneurs,frequently family-owned, a permanenthome

for their companies The companiesbeing acquired will continue to operate
accordingto their way of doing business,keeping their core values, business
acumen,and culture. Theé . dzeoS/N&2 Awdl ®iat provide the most significant
andjuiciestoffers. Onthe contrary,they are verydisciplinedwith multiplespaid and

insteadsharea visionwith the companiesacquired,coupledwith the right type of

incentivestructuresbasedon carrotsrather than sticks

We have since the beginning in 2003 strived to become a preferred buyer. | think you
can reat that position in many ways. Ultimately, it is about understanding the seller
and the brokers needs. Some examples of sellers needs beyond price is: easy and
smooth process, straight purchase setup, simplified agreements, the possibility to
NEBYIFAY Ay GKS O2YLIl yeéesx (GKS
keep the name, future strategy and access to capital.

Patrik Wahlén, Chairman of VolatTwitter post 202410-05
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Decentralization

So, if they find themselves in a competitive process, they generally won't win,
right? But unfortunately, a lot of the time, they can pick these off before getting

into a competitive bidding process. And there was one instance at Constellation
where | saw a company sell to Constellation , it was to Vela, despite coming in at a
lower price, and it was purely because they like Constellation. They knew
Constellation were the company that knew all about vertical market software, and
they wanted their company to go into the kind of safe house.

Former Director at Constellation Softward@egus interview 2022

Often, by being the 6 dz& ShIRejthe highestprice will not be the determinant
factor whensellingat A W&KXAt will be many supportingfactorslike keepingthe
employeesand offering them a developmentplan. An important factor is providing
the acquiredcompanieswith a financiallystable home with a multi-decadeview on
growth andvaluecreation

Entrepreneurssellingtheir f A W& IWill, in many cases,favor those with a long
track record of acquiringfamily-owned businessesopften referencedby other sellers
who havebeenthroughthe sellingprocess

LPaaAroAtAdGe G2 NBYFAY Ay Ada
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Becoming the Preferred Buyer
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Theseacquisitionrdriven compounderswith no exit horizon,offering a permanent
G K 2 Yiaeé significantadvantagecomparedto private equity buyers, who
often seek to integrate and search cost synergies,which acquisitiordriven
compoundergyenerallydo not.

Also, acquisitiondriven compounders already owning companies in similar
industriesor sectorswill have an advantageover acquirerswith no insightsinto
the specificindustry However,if that acquirerseeksto cut costsor tries to change
the businessin other ways, it could mean that the advantagewill play a less
criticalrole.

Even though many acquisitiondriven compounderswith a long track record
sourcemany dealsinternally, which sometimescantake manyyearsto complete,
it is alsoessentialto maintain relationshipswith corporate brokersto maintaina
healthy pipeline When entering new marketsor geographiesusingbrokersis a
quick way of getting to know the acquisition market, and for that reason,
developingand maintaininga preferredbuyer statusamongthoseis alsoessential

Since | started, we put more effort around acquisitions, but it takes time to build and
work through the pipeline. You can have a first contact two years ago when it's not

for sale, then the situation can change two to four years later, and owners are
suddenly interested in discussing a sale. It's about drinking coffee together and
establishing a relationship so you can be the preferred buyer when the moment
arises.

Magnus Sdderlind, CEO Bergmané&BevihgPractise interview, 20222-14

Decentralization

| think, for us, is making sure that, | thipknd everybody comes back to making sure

that entrepreneurs see a future being partAsfdnodeGroup. Meaning that we need to
make sure that we are professional, we can provide opportunities, and it makes sense to
work with us, because normally, we talk with entrepreneurs who are thinking they have
been probably, they've been running their company for, like, 20 years.

And it's time to, sort of, decide, do you want to go another five year, is it time to do
something else, and they, sort of, want to make sure that their baby is taken well care
of. And then we want to make sure that we are that preferred home, and we can make
that happen, because we do like to grow, but | comgehiacause they are probably

made the first sale, sent the first invoice, hired the first guy.

So, they feel really for the company, and then we want to create that environment. And
our best salespeople is actually the guys who we acquired before them because we can
always say that, okay, you can listen to us and you can hear all of the sweet sales talk
but, if you want to know how it is, please call these five guys, they were our five recent
acquisitions, and they will tell you, hopefully, the same story.

Johan Andersson, CEO AddngdRedeye Serial Acquirer event 202308




Becoming the Preferred Buyer )

Decentralization

But it's a lot of relationship building. It's a lot of letegm thinking. | think the #1
pieces or value prop that resonates with a lot of the companies that engage with
Constellation is the fact that it's a permanent home for a company that they have

employee centric and spent a lot of money on his employees. He had developed a built. And then most entrepreneurs, for them, it's their baby. It's something to have
strong culture and wanted that to continue, and Halma had messaged it was their nurtured for 30 years.

Odzf GdzNBE | yR (GKS@& ¢g2dzZ R aAdzLlIR2 NI GKIG S@Sy Lk 0KS | OljdZA aAGA2Yy ®E
These companles are typically are’interested in being acquired by Constellation

because their owners are not just looking to get the biggest kind of like a greatest exit
of alltime and just bounce or like | don't care anymore. It's more so they're
emotionally invested and they want to see their company thrive.

Halma had a good history and had done a great job in messagjit@wens about
keeping the people intact within the business. They were a good decentralized holding
company andvr Owens wanted a business future for all his staff. He was very

Some people can strip the business, show off the profits and look to sell it. Halma
typically hold businesses longer term and invest in them. At that time, they were very
decentralized which allowed the business to be successful and continue to flourish.

The other value proposition that really works well with the target companies is the fact
that the companies are run autonomously, which is massively important to those
Fromer VP Global at Kirk Key, a Halma compdnfPractise interview 2022 people, the founders of the company, because they've built a certain culture over the
years. And they want to maintain that. They've built a certain brand over the years,
and we want to maintain that. So instead of kind of getting lost in an SAP like
company or Oracle or IBM like company. They maintain their characteristic, they
We feel that also the sellers, that they want someone that is very, very long term, maintain their brand, which is, believe it or not, is massively important.
that they know what they're selling their company to, and thatwikbe a longg
that will be around for a very long time. And that's usually good arguments for us
being, yeah, being in a favorable spot angreferred buyer.

Former Manager of Corporate Development at Constellation Softwaregus interview 2022

Jorgen Wigh, CEO Largercarit2/23 Q3 Conference Call




LOQa ' ff 1 o02dzii 5 dz




L0 Q& of Dutabler(EPS) Growth 0

LGiQa ! £f 1 62dzi 5 dzN

An empirical approach to long term growth

Sales growth is the key driver EPS and lgagm stock performance
Sources of totadhareholdereturn for topquartile performers
S&P 500 (1992009)

100% - .
BostonConsultingGroupand Morgan StanleyResearcthave researchedwvhat
driveslongterm stock performancefor top-performing companies The study
80% wasconductedon companieson S&P00between1990-2009

70%

60% - Sales

r and

90%

Whatit concludessthat in the shortterm (1 year),multiple expansion46%) is
the primarydriver of stockperformance followed by salesdevelopment(29%.

50% profit In the mid-term (3-5 years), sales and margin expansionare the primary
40% . shareholderreturn drivers,while multiple expansiordecreases$n importance
0,
30% In the longterm (10 years),growth in salesis by far the most critical driver for
20% - 15% EPSnd hencestock performance Togetherwith marginexpansionjt explains
10% B 90%of the stockperformance
0%
1 Year 3 Years 5 Years 10 Years
Free cash flow m Multiple = Margin Revenue growth

SourceBGC Analysis, Morgan Stanley Research

* Total shareholder return = Total price return incl. reinvested dividends
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1 Quarter 1 Year 2-5 5-10 Years 10+ Years
Years

What drives investment results?

Cycle/ Reinvestment People/

Ind ROIIC
)L nustry) \ ( )) \ Culture )

Multiple
change

Sentiment

\_ change ]

Source: IMC (International Management Corporation)
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At REQ we put much effort into understandinga O 2 Y LJI Igh§t€ré prospectsby
focusingon People Decentralisationand Capitalallocation

We believewe cangeneratesuperiorlongterm resultsby understandinghesethree
pillars

The chart to the left displayswhat drives investment results over different time
horizons Fromthis, we canlearnthat long-term performanceis heavilyinfluencedby
the peopleandcultureswithin thesecompanies

Lookingat the bestNordic Acquisitiordriven Compounderdike Addtech Lagercrantz
Lifcg Indutrade Addnode and others, we can see that they have some things in
common

Firstly,they all have very longterm ownerswho do not changestrategyoften (or at
all). Whenfinding a durable strategy,they do not changeit. Havinglongterm owners
alsoprovidesmanagementvith a levelof confidenceandan entrepreneurialspirit.

Secondlymany of these companieshave internal successiorplanningset in place
WhenCEO#geave,the ownersensurethat the set strategiesare not changed

Example®f internal CEGsuccessions

- PerWaldemarsonLifco

- NiklasStenberg Addtech

- JohanAnderssonAddnode

- MagnusSoderlingd Bergman&Bevingirom Lagercranty

- JorgenWigh,LagercrantZreturningto LagercrantZrom B&B)

5 dzN.




All About (EPS) Growth 0

LGiQa ! £f 1 62dzi 5 dzN

40.0%

_ We find a strong correlation between Total shareholderreturn
35 0% RZ:OB??,?’ Vitec 2007-2023 November and EPS CAGR 2007-2023 Q3 YTD
profitable EPyrowth overtime will drive the shareprice.
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EPS vs FCF per share 200Z3 Q3
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Wefind a strongcorrelationbetweenEPS&nd FCFRper shareCAGR
2007-2023Q3 YTD profitable EPSgrowth over time will drive the
shareprice.

Eventhough EPSis the primary driver of longterm share price
performance,t is essentiathat EPSeflectsFCFper shareasmuch
aspossible whichour datashowsit does
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EPS growth main driver of loterm shareholder creation LGOod 16t ' o2ddi 5daN.

This chart illustrates that in the short term there is no
relationship between EPSgrowth and total return investors

_ get, but in the longterm real return CAGRreflects the EPS
Assa Abloy EPS CAGR vs Cumulative return CAGR

200%

180%

For AssaAbloy, the EPSand TSR(total shareholderreturn)
CAGRstarted to merge around 2003 (9 yearsatfter the IPOIn
1994).

160%
140%
120%

100%
Using EPS as a measure of company performance has its critics.

80% Certainly no single measure of this kind is perfect. But EPS is still
a pretty good indicator, over a sufficiently long period of time, of
60% I ANRdzZLJA QA LISNF2NXI YOS Ay RSt A

40%
David Barber, former founder and CEO of Halm&97 speech
20%

0%

§8§8 88555 SSSS888STSFFTIFTSs55Fssgs
NNy Y Y Y Y YNy Y Y Y Y Yy Y Yy Y Y Y Y Y Y Yy Y Y Yy v vy vy Y

=FPS CAGR from IPO (cumulative) === Cumulative annualized return from IPO

Source: Factset 20232-01
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% change vs start value

% change vs start value

Maindrivers of longerm shareholder value creation LGO&a ! ff | 062dzi 5dzN

Lifco

1500 Fromthe chartsto the left, we canobservethat EPSs the main
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700 Over time, the share price tends to follow the EPSgrowth but

500 can, in shorter periods, deviate due to multiple expansionsor
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100 As we can see from the charts, these companies have
R A R i R A A R R A A R A R experienced multiple expansions starting around 2018 ¢
Ehohhoo5ENNNNbbbE0000 O EBRERRENRREEBRENRRGS rewarded by the long ability to generate earningsgrowth with

m Sales Margin Multiple expansion EPS Price hlgh returnson capitaland a maintainedsoundfinancialposition
Source: Factset 208630 The charts show jthat sale_sgrowth is a significantdriver of EPS
growth, but marginexpansioralsoplaysarole.
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Maindrivers of longerm shareholder value creation

Lagercrantz
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Fromthe chartsto the left, we canobservethat EPSs the main
long-term growth driver of shareholdemeturn (in this case,share
price).

Over time, the share price tends to follow the EPSgrowth but
can, in shorter periods, deviate due to multiple expansionsor
contractions

As we can see from the charts, these companies have
experienced multiple expansions starting around 2018 ¢
rewarded by the long ability to generate earningsgrowth with
highreturnson capitaland a maintainedsoundfinancialposition

The charts show that salesgrowth is a significantdriver of EPS
growth, but marginexpansioralsoplaysarole.
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The Valuef SuccessioRlanning

fa

Somethoughtsaroundsuccessioplanning

An important part of our investment philosophy is & LJS 2 IgJith§ &énalysisof a
O 2 Y LJ nfada@ementteam and corporate culture. The CEOrole is crucialin every
company The CEQisthe & / dzf ExdézNiveh T ¥ A \WeSait to investin companies
led by & 2 dzii & ® R &H¥Xare to deviate from traditional ways of allocatingcapital,
organizingand creating cultures We like to investin companiesthat have systematic
CEOsuccessionplanning When analyzing our portfolio companies,we see three
commonroadmapsn successiomplanning

We investin companieswhere the CEOtreats the companyas their own. We prefer
companieswhere the CEChasa long tenure with the company,either as a founder or
with yearsof experiencewith the companybefore beingappointed CEOCEOsvho share
the O 2 Y LJI bélf@and strategicDNAcreate more value for shareholdershan CEOs
who viewthe positionasthe nextcareermoveor a high-payingjob.

Thed C2 NS @K &J

SomeCEOsre the DNAof the company TheseCEOsre often foundersor co-founders
of the companyand have been with the companysincethe beginning Think of Steve
Jobsat Apple or Warren Buffett at BerkshireHathaway The board of these companies
givesthe CEOfull autonomy, and the CEOruns the companythe way he or shewants

TheseCEOdreat the companyas their own, and often hold large ownership stakes
When investingin such companies,the CEOis an important part of the investment
analysis These CEOsoften have a very distinctive leadershipstyle. We own several
companieswith & F 2 NS Eamplesfrom our funds include Mark Leonard at

ConstellatiorSoftwareand GertericLindquistat Nibe.

Ownership structures and succession planning

The downside to investing in these companiesis that much of the company's
perceivedvalue creationis tied to the CEOIf the CEOsuddenlyquits or otherwise
leavesthe company,it will be difficult to replacethem immediatelyin manycasesit

is essentialto assessuccessiomisk in these companiesand whether the corporate
culture might changeunderanew CEO

Theinternal candidate

Somecompaniesalwaysrecruit internally for the CEOposition The board of these
companieshasa detailed successiorplan for the CEQposition that includesseveral
internal candidates Thisrecruitmentstrategyenablesthe boardto recruita CEQvho
understandsa company'sexistingcorporate culture, norms, and strategy It de-risks
the processof changinghe CEOandgivesshareholdersnore of what hasbeen

Typically, these companieswill not change their strategic direction or undergo
significantchangesin executionafter the new CEQis in place In these companies,
the CEQs simplyan excellentenforcerof the company'sstrategicDNA,whichis set
by the board and maintainedover time. Whena CEQn sucha companydecidesto

leave, the board has several excellentinternal candidatesto succeedthem, and
shareholdersknow what to expect Most companiesin our fund follow the internal

candidatestrategy Examplegrom our fundsare NiklasStenbergat Addtechand Per
Waldermarssorat Lifca (continued)
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Somethoughtsaroundsuccessioplanning Ownership structures and succession planning

Externalrecruitments Overviewof CEGsuccessiomlanningsince1990(companynamesnot disclosed)

Somecompaniesrecruit externally when they hire a new CEO An external candidate

brings something new, as they have limited knowledge of the O 2 Y LJI gkitiRgi R e ——
. ) . o e i S

organizationakulture and internal companyDNA An externalcandidatealsohaslimited

ownershipof executingthe O 2 Y LJI sffate@yiin most cases external CEOwill carve e e e e —

out a new strategic businessdirection when joining a new company, reflecting their n o3 om

leadershipskills and strengths Externalrecruitment thus ensuresthat the 02 Y LJ- y & e ———— ———————— e

strategyand businessdevelopmentare reviewedwith new perspectivesand constantly =z z L ——

challengedvertime. ]

Thedownsideof sucha strategyis that the companyriskschangingts strategicdirection = e .

too often. We generallydo not observeexternalrecruitmentsfor the CEQpositionin our R I —— s e

portfolios. e ——————

If you take the time to study a O 2 Y LJI @EDlfistory, you will often see a distinct L ———————————————— e w—

pattern in how the board does its successiorplanning Very few companiestend to ——

alternate between external recruitment, internal recruitment, or having multiple - oE =  —

dominantd F 2 N(S%-Sﬁ\lg e s S —

The companiesin our funds have often been successfufor decadesby pursuingthe
G F 2 NI5IIR internal candidate recruitment strategies These are CEOswho
properly understandthe corporate cultures and mindsetsof the companiesand create
longterm valuefor shareholders




OwershipStructuresas aCompetitiveAdvantage
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We believeit is vital to considerthe ownershipstructure of a companybefore making
an investment decision In most cases,companieswith a high degree of insider
ownershipare better managedthan purely institutionally owned companies Insiders
havea longerterm view of a O 2 Y LJI pérfonanceand implementthat longterm
view through board representation, management composition, and strategic
direction. We believe that the ownership structures of our companiesprovide a
significantcompetitive advantageby enablingcompaniesto act in the bestinterests
of longterm shareholders

We define insider ownership as sharesowned by executives,board members,and
large private owners (often families), as these are all stakeholdersthat can
significantlyimpacta O 2 Y LJI pgréo@ance In our portfolios, you will typicallyfind
ownership structureswhere the family behind the companycontrols the votes but
not necessarilythe capital Examplesof such companiesare Vitec in Swedenand
Heicoin the US

Whenmanagemenbwnsa significantstakein a company,they treat the companyas
their own. You treat your car differently than a rental car Management with
ownershiptendsto avoidpoor decisionghat increaseshort-term profitability goalsat
the expenseof longerterm value creation Thisrequiresthat ownershipstakesare
not given away for free through warrants or options but through investment
requirementsor longterm incentiveplanswith appropriatevestingperiods

Ownership structures and succession planning

It is a paradoxthat, from a governancepoint of view, high institutional ownershipis

perceivedby manyto be better than one or a few large private owners Theargumentis

that institutional investors are often professionaland have experienceimplementing
appropriate governancemeasures However,institutional investorsoften have a short

term view of their investments,trusting that managementwill maximizeshareholder
value Thisgivesmanagementmuch freedom without, in many cases properly aligned
incentives In addition, institutional investorsrarely take seatson the board, asthis limits

their ability to trade shares Onthe other hand,a private owner often hasa generational
perspectiveon his or her ownershipstake and wants to take a seaton the board This
ensuresalongterm perspectivein the boardroom, whichwe prefer.

Somewill arguethat insiderownershipdoesnot matter in a well-governedcompanyas
control mechanismswill ensurethat the companyis well-managedWe believethat stock
ownershipincentiveswork better than formal control mechanisms Managementand
directors rarely implement a longterm perspectiveif incentive structures are not
correctlyaligned We favor both managemeniand directorsowning a significantamount
of stock, increasingaccountabilityand forcing them to have a longerterm perspective
Thetotal valueof the stockownershipshouldsignificantlyexceedannualcompensation

There are instanceswhen insider ownership can be a significant negative factor for
companies This is especiallythe casein conjunction with poor governance,where
insidersactirrationallyto maximizetheir valueat the expenseof other stakeholders

(continued)
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Ownership structures and succession planning

Onesuchexamplemay be when a companyis heavilyindebted and enters a downturn.
Insteadof raisingequity to repairthe balancesheet,a majority ownerwho holdsmost of
their personalwealth in the companymay postponea capitalincreaseto avoid dilution.
Thisis suboptimalfor the companybecausananagemenmayspendmore time worrying
aboutthe capitalstructurethan focusingon operationsduringa difficult downturn.

Therefore, it is important to consider whether a company has the right governance
mechanismsvhen investingin companieswith high insiderownership Much of the risk
of insider ownership can be mitigated by examining a O2 Y LJ gove@ance
mechanisms, in addition to its business model, organizational structure, and
managemenprofile.

We believethat high insider ownershipcreateslongterm value becauseinsidersoften

have a longterm view of the companyand want to maximizelongterm shareholder
value This means that managementdoes not focus on empire-building or make
suboptimalshort-term strategicor financialdecisions We havehighinsiderownershipin

our portfolio holdingsand believe this is a crucialinvestmentcriterion to ensurelong

term valuecreation
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Ownership structures and succession planning

Insider ownership (% of capital) CEO insider ownership (% of capital) o _
We define insider ownership as sharesheld by
120x senior management,board members,and large
25.0% 104x private owners(often families)sincetheseare all
100x stakeholders that can significantly impact a
20% O 2 Y LJI lohgt€rra performance
20.0%
80x In the companieswe own in the Nordic fund,
15.0% managementand Board of Directors hold, on
60x average 3% and 20% of the share of capital,
respectively
10.0% 20
X CEOsof our holdings on average have insider
ownership 104 times their annual base salary
5.0% 3% 20x d10x di
Y 10x (an on median)
0
0.0% . o ]
Management % of capital Board of Directors / Family and other CEO ownership - times annual fixed salary

large private owners

® Median @ Average m Average m Median

Source: Company websites, company reports, Factset
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Ownership structures and succession planning

Insider ownership (% of capital) CEO insider ownership (% of capital) o _
We define insider ownership as sharesheld by
250x senior management,board members,and large
219x private owners(often families)sincetheseare all
20.0% o :
200x stakeholders that can significantly impact a
16.0% O 2 Y LJ- lohgt€rma performance
[
15.0% Lox In the companieswe own in the Global fund,
managementand Board of Directors hold, on
10.0% average 2% and 16% of the share of capital,
100x respectively
o 4.8% CEOsof our holdings on average have insider
o 21% 50x ownership 219 times their annual base salary
09% 10x (and10x on median)
0.0% I 0x |
Management % of capital Board of Directors / Family and other CEO ownership - times annual fixed salary

mMedian ® Average large private owners _
H Average m Median

Source: Company websites, company reports, Factset
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Does Organic Growth Matter?

Organic growthg selected companies* Why is organicgrowth important for an Acquisition-driven Compounder?

30%
Maintaining organicgrowth over time is crucialas it demonstratesAcquisition
25% driven/ 2 Y LJ2 dzatRiy tdHeQ@elopacquiredcompanies

20% For Acquisitiondriven Compounderst is essentialasit showsthat the acquired
companiescontinueto developpositivelyunder the new ownership A strength
in a decentralizedorganizationis pushingdown the responsibilitycloseto the
customers, enriching an empowering environment that leads to continuous

growth in the acquiredcompanies

15%
10%

5%
We believethat overallsuccesss dependenton total growth overthe longterm.
However,organicgrowth is essentialasit demonstratesthe strength of many of

these O 2 Y LJ- yllacéniralized business models, leading to a valuation
premium

0%

-5%

-10%
Looking at our historical development, the thing that | am most proud of is that we

-15% have succeeded in generating organic growth. Doing acquisitions is something that
Q1030103010301 03010Q3010Q30Q10Q3Q10Q3Q10N3Q10N30Q10O30Q10N30Q1LA3 many can do, but achieving organic growth is a proof that you do something that
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 develops companies. Over time | think this is an important way to evaluate if the

model is successful.

Average Median ==== Average

* Addtech, Addnode, Beijer Alma, Beijer Ref, Indutrade, Lagercrantz, Lifco, OEM, Xano Niklas StenbergAddtechCEO

StoraAktiedagenStockholm 29 November 2021

Source: Company reports
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Overallstronglevelof organicgrowth Does Organic Growth Matter?

Organiagrowth of selectedcompanies
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Source XANOIndustri, Vitec Software, Tegnion AddLife Addtech Atlas Copcq Beijer Ref ConstellationSoftware,Diploma, Indutrade Brown and Brown Inc,
IMCD,Heicq Halma,ldexCorporation,Lagercrantzl.ifcg LimeTechnologiesSdiptech AddNode BoydGroupServicesHMSNetworks,JudgesScientific,, NCAB,
NIBEndustrier,Roper
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Does Organic Growth Matter?

An interesting perspective on the importance of organic growth

So why is organic growth important for Indutrade? We have been quite successful in the last years in terms of acquisitioiglipas an
AYRAGARdzZ f O2YLIl yeé&s L GKAY]l 2NBEFYAO ANRGUOUK A& | NB agdevkrvalugtoyo Nya 2F G KI
Odza G 2 Y S NX

PPIIYR AT @2dz R2y Qi 3IAINRSI GKSNB A& | NAra|l GKIF G @ 2dygodd GR2WQG ST NPag 3 &Cezdy LA yye
really recruit new talent and mix your sort of employee group with older experienced and younger energetic personsravittsditfef talent so you
might become a little bit stale and stagnant. So, | think the growth aspect makes us more attractive also in talent mahpgespective.

LiGQa 200A2dzate I OONBUAGBS Ay GSN¥a 2F LINRPTFTAG | YR ObvodgdnicgrawthLiNE A RS 2 NAI y A
becomes quite a lot of acquisitions you have to do. And I think the organic growth part is-eildondethe strategic perspgee of Indutrade as a
group. Not being so reliant on the acquisition side, but actually having a professional growth based on innovation ammrpetiteye and balancing
GKIFIGX L GKAY]l A0Qa YIF(1Ay3 | t2G 2F aSyasS T2NJ dza Gaowhy @dSaid GAYS FyR N

Bo Annvik, Indutrade CEQ; IndutradeCapitalMarketsDayNovember2022
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Does organic growth matter? Does Organic Growth Matter?

An interesting perspective on the importance of organic growth

From previous CMDs, previous discussions that we said we had the ambition to accelerate our organic growth. We saidAvaandrow 3
how can we now grow 4%? If we have a vertical where we grow 7%, how can we grow 8%, because we said 1% more orgaréc growth in
ddzadl AylrofS gléed LGQa GKS RAFFSNBYOS o0SGeSSy | IF22R O02YLI ye |

We believe or we are convinced that continued profitable growth starts with understanding our customers. Product leadership t
innovation, where we see innovation as an enabler for everything we do, and also the most important driver for our ag#gi€ gr

We focus on organic growth because it creates more value.

NicoDelvaux CEQAssaAbloy
Capital Markets Day, November 2022




Remuneration and Targets of Organic Growth
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Examples of CEOs remunerated on organic growth

Lagercrantz

a . 2 ysHbaded80%on earningstargetsand 20%on return on

equity target (P/WC) Duringthe year, the outcomewas 81%
(78%).

Alsoincludesorganicgrowth bonusupto 10%of otherd 2 y dza €

Lifco

G ¢ GMupandall & dzo & A RydalisNdheBsar@hat organic
EBITAgrowth exceed$sDPgrowth in the relevantgeographic
marketsoverthe courseof a businessycle Additionalgrowth
shouldbe achieveahroughl Olj dzA & A G A 2 y & ¢

AssaAbloy

& ¢ KaBiablecashremunerationshallbe linkedto predeterminedand

measurable financial targets, such as earnings per share (EPS),
earningsbeforeinterestandtaxes(EBIT),

cashflow and organic growth and can also be linked to strategical
and/or functional targets individually adjusted on the basis of

responsibilityand function &

Topicus

& 2 Selieve shareholder value is created by managing two

financialcomponentoverlong term: profitability and growth. As
such,our corporatebonusplan, whichcompensategmployeesat

all levelsof our organization,is basedupon ROIGand net revenue
growth (in the caseof DaanDijkhuizenorganicrevenuegrowth)

Does Organic Growth Matter?
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Case study dfagercrant& OEM

2002 figures Lagercrantz OEM

Sales 1463 1534

EBIT 27 40

Margin 2% 3%

ND/EBITDA -0.4x 0.6x

Market Cap (yeaend) 620 510
Sales MSEK

9000
8000
7000
6000

7897

H Sales - OEM m Sales - Lagercrantz

5000

4000
3000 1463
20001534
|||||||||||||II||||I| I | I
0 P > o

v > & O L > O O
NSRRI QQ SIS

Source: company reports
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Does Organic Growth Matter?

Aswe havestated,organicgrowth isimportant for an acquisitiondrivencompounder but how
importantis organicgrowth to acquired/totalgrowth?

We will on the comingslidescomparetwo companieswith the samestartingpoint (in terms of
sales/EBITin 2022 Lagercrant& OEMinternational

In this casestudywe will look at someof the succesgactorsbehindboth companies

Lookingat 2002financialswe canseethat both Lagercrantand OEMwere similarin both size
andmarketcap

Since 2002 Lagercrantzhas grown sales with a CAGRof 8.6% and EBIT with 20.3%
Thesamefor OEMis salesCAGRf 6.0%and EBITCAGRf 15.7%

EBIT MSEK

1194
B EBIT - OEM H EBIT - Lagercrantz

USRI R

@/00&0‘0006”&0 NSRS
LSS F TS BN @@@@&
%
>




Case Study: Organic Growth & Capital Allocation )

Case study of Lagercrantz & OEM
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Source: company reports

Does Organic Growth Matter?

If we look at the margin developmentof Lagercrantzand OEM,we can seethat marginshave
developedin a similarwayfrom 2002¢ 2023Q3 (trailing twelve months)

However, underneath the surface lies two somewhat different strategies for growth and
increasingmargins

While OEMhashad a largerfocuson organicgrowth, Lagercranthashistoricallyput emphasize
on inorganicgrowth. Asof 2017, we have howevernoticed a larger focusfrom Lagercrantzon
organicgrowth aswell. The convictionin driving organicgrowth is visiblethroughthe / 9 haQd
businessareasY | y I T&Mh#Engatiorschemeasthey are compensatedn organicgrowth.

h9aead[ | 35S NDONXganicgrowth®dn averagesince2005is 5% and 2%, respectively We
estimate that c. 60% of h 9 a Qrawth during this period is organic, comparedto 25% for
Lagercrantz

18% EBITmargins (%)
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Does Organic Growth Matter?

Thedifferencein focuson organicand acquisitivegrowth is also visible through their capital
allocationstrategiesduringthis time.

Comparinghe capitalallocationof OEMand Lagercrantdrom 2002 ¢ 2023 we canseethat
Lagercranthasspentaround 76% of FFO(fundsfrom operations)on acquisitionswhile OEM
only hasspent11%

However, OEM has spent 18% of its operating cash flow on NWC, comparedto 4% for
Lagercrantzemphasizinghe differencein growth priorities.

We also see differencesin how capital to shareholdersis distributed, OEM has through
dividendsand share buy-backsdistributed c. 50% of its operating cashflow to shareholders
while Lagercranthasdistributedc. 33%

Eventhough Lagercrantzspent 76% of its cashflow on acquisitionsand distributed 30% to
shareholdersthe leverageis still within levelswe deemsound OEMhasmostly operatedwith
verylow leverage/ net cashposition

3.0

ND/EBITDA
2.0
1.0
0.0

-1.0

-2.0
2002200320042005200620072008200920102011201220132014201520162017201820192020202120222023
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Case study of Lagercrantz & OEM Does Organic Growth Matter?
140% M&A % of FFO
120% As we displayedon the previousslide, Lagercrantzhas spent more on acquisitions

than OEM,whichisalsovisibleon anannualbasis
100%
80% Chartsto the left showannualspendon acquisitionin percentof operatingcashflow
0% aswell asannualno. of acquisitionscompleted
40% Up until 2015 Lagercrantzand OEM completed the same no. of acquisitions
20% We estimatethe averagedeal sizeto be around SEKL0-20m for OEMand SEK50m
oo for Lagercrantz hence Lagercrantz conducting somewhat larger (still small)
’ acquisitionscomparedio OEM
OEM - M&A % of EFO - cumulative Lagercrantz - M&A % of FFO - cumulative As from 2016 the different strategies became more apparent as Lagercrantz
continued to acquire companies(and increasedthe pace somewhat) while OEM
decreasedocuson acquisitions

# Acquisitions

So,why doesthis matter?
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=@==0EM # Acquisitions ==@==|agercrantz # Acquisitions

Source: company reports
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Case study of Lagercrantz & OEM Does Organic Growth Matter?
50
45 S Y EVIEBITLTM It mattersbecausethe marketstartedto changethe perceptionof Lagercrantz
40 . in 2015comparedio OEM
1
35 : The chart displays EV/EBITior these two companiesover 20 years - and
1 . .
30 ; Lagercrantavasvaluedon par with OEMup until 2015
25 i _ :
- | This has led to a total TSRoutperformance (reinvested)from Lagercrantz
o, w comparedio OEM andit mainlystartedasfrom 20142015
15 AAYH §
10 ~‘. I\ ) i Fromthe end of 2002 up until yesterday- Lagercranthasproduceda TSRof
5 ALY g 10,000%, comparedto 5,000%for OEM,if all dividendswere reinvested
0 i . .
88333838553838335d5NGG8II0838503333RJJYNAR OMXSALLBMX StockholmAllshare, not reinvested) has during the same
cC=sCc=sCcCsCcCsCcCsSsCcCsCcC=sCcC=sCcCscscCcCsCcCE=sCcC=ssCcscscscCcC=sCcCE=sCec=sscCc=scCc=s . . .
8283838383838 383838383838383838383838383873 period produceda return of 400% whichmeansthat both companieshavefar
outperformedthe broadstockmarket
3888 Lagercrantz vs OEMotal cumulative return (%)
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Case study dfagercrant& OEM Does Organic Growth Matter?

What conclusiongo draw from this casestudy?

As previouslyemphasizedprganicis important for the overall equity story. OEMservesas a compellingillustration, demonstratingits
organictool kit beingpowerful for deliveringshareholdereturns when coupledwith the expansiorof profit marginswhile maintaininga
prudentapproachto risk

However,achievingsuperiorreturns as an acquisitiondriven compoundernecessitates sustainedfocuson acquisitions The combined
impactof thesedual growth enginescanbe powerful, giventhat the executionis thoughtful and hasa balancedview on risk

In the precedingslides,we presentedthe marginexpansionnoting their similar development¢ some through acquisitionsand others
throughorganicgrowth. Reflectingon this, it becomesapparentthat marketperceptionsof marginsmay not alwaysdifferentiate between
organicandacquired

Neverthelesssupposea companydisplayszero or negative organicgrowth while its peers can drive organicgrowth. In that case,the
marketmay questionthe organization'snternal dynamicspotentially leadingto distinctdifferencesin valuation

In conclusion,organicgrowth is essential,especiallywhen comparedto peers However,to excelas a successfulcquirer,maintaininga
consistentlyeffective M&A engineanda prudentapproachto capitalallocationandrisk managements essential

It is crucialto clarify that a prudent view of risk does not imply avoidingleveragealtogether, at times, the opposite may be true to
maximizereturns. Examininghe practicesof successfuhcquisitiondrivencompoundergevealsa consistentadherenceo leveragelevels,
typicallyrangingbetween1-2x and neverexceeding?.5x EBITDA

A companyaligningwith these criteria standsto be rewardedover time with higher multiples, mirroring the succesof Lagercrantand
other similarcompanies|eadingto outstandingshareholdereturnsin the longterm.
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Organic EBFgrowth for companies acquired 1998 / 2000
Dental*¢ EBIT & organic EBIT growth
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Does Organic Growth Matter?

A The charts to the left display the organic EBITgrowth for acquired
companies in 1997 (Dental companies) and 2000 (Brokk AB) By
displayingthis Lifco want to show how they have grown some of the
portfolio organicallywith a long-term focuson improvementsin acquired
companies

A Following from [ AT022021 Q4  Conference calt
Dentat dXwe had very strongdevelopmentthrough the first 15 yearsup
until 2013 Basically,doing a lot of operational improvementsin the
subsetsof the portfolio..€

A

Brokk & | SyWd&canalsoseethat this is one exampleof very longterm
focuson graduallydevelopingbusinessrom organicimprovements,both
improvingmarginsandsales<e.

A Despite its strongly decentralized organization Lifco still focuses on
improving the acquired companiesover time. On this matter they say
that & 2 Sry to follow these examplesfrom very, very long time
perspectiveXe

SFFSOG 27F |
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Does Organic Growth Matter?

40% 40x
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"The Superinvestorsof GrahamandDoddsville" originated as an article by Warren
Buffett in the fall 1984 issue of Hermes,ColumbiaBusinessSchoolmagazine* In this
piece, Buffett highlighted a group of investorswhose guiding principleswere deeply
embeddedin the traditions of Grahamand Dodd Despite pursuingdiverse paths and
selectingdifferent stocks,all these investorsadheredto the fundamentalprinciplesof
value investing The outcome was a series of investing track records that defied
randomness

In drawinga comparisonthe ecosystermassociatedvith the Bergman& Bevingspherein
Sweden,encompassingts various spunrout companies,adheresto a common set of
principlescrucial for their successas independententities. Much like the investorsin
Buffett's narrative, these companiesoperate with a shared ethos, marked by two
notable characteristicsa dedicationto decentralizatiorand a dedicationto seltfinanced
growth through simpleprofit goals,allowingeachindividualwithin the systemto makea
meaningful impact Numerous successful acquisitiondriven compounders find
inspirationin the notableinfluenceof the Superinvestor®f Bergman& Bevingsville

Foundedin 1906 by Arvid Bergmanand Fritz Beving Bergman& Beving prioritized
decentralizationand simplicity. Initially operating as a technical trading company in
Sweden, the company implemented a decentralized structure, distributing
responsibilitiesamongthe original shareholders The acquisitionjourney beganin 1967
with Lagercrantzleadingto nearly 200 acquisitionsby the year 2000, primarily in the
19805 and 199Cs.

Business Systems

O = momentum ¥
9 ALLiGO ‘

momentum:

BERGMAN Q) BEVING

BERGMAN QBEVING

Copyright: Momentum Group AB

Accordingto RonaldFagerfjall the author of a book chroniclingthe Bérjessonfamily**,

the Bergman & Beving story starts with Arvid Bergman,a Swedishstudent from

Norrképingwho studiedelectricalengineeringin Germany There,he crossedpathswith

his Germanpeer, FritzBeving in the 1890s. Theircollaborationstrengthenedduring pre-
World War | Europeantrade, shapedby the industrially expansiveGermanEmpire In
October of 1906 after engagementsat Brown Boverj a Swissgroup of electrical
engineeringcompanies,they moved backto Swedenand founded a trading company
This marked the inception of Bergman& Beving a trading company focusing on
importing technologicalproducts for the industrial sector in Sweden The company
thrived despitewar challengesandthe founders'demisein the 1950s.
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In the 19608, amid family businesspessimismwhere many small and mediumsized
businesseavere for sale at attractive prices, Bergman& Bevingpursuedacquisitions
Notably,the first subsidiaryandthe first foothold in the electronicstechnologyfield was
JohanLagercrantan 1967. Thetradingfirm establishedoy JohanLagercrantazn 1938was
dedicatedto dealingwith componentsand equipment right from its inception The
companywasa trading firm with notable brandslike GeneralRadioand DuMont, which
were renownedfor their oscilloscopesluringthat era.

Moreover,in the early 1940s, Bergman& Bevingalsotook a significantstepinto the life

sciencesector by signingan agreementwith Radiometerwhich laid the foundation for

many more companiesto come within the Lab and Diagnosticsmarket areas, and
ultimately Meditech, whichwasformed in 1997 asone of four divisionswithin Bergman
& Beving In 2005 Addtechacquired parts of the MediTechbusinessarea from B&B
Tools (formerly Bergman& Beving and formed the life sciencebusinessarea In June
2015 Medtechwasacquired,andin connectionwith this, the AddLifeGroupwasformed

andsubsequentlyistedin 2016

At the time of the publiclistingin 1976 Bergman& Bevingonly had salesof 167 million

SEKand a pre-tax marginof 5% Duringthe 1980s, the group had distribution rights for

over 300 companiesand had over 50 subsidiariesBythe year200Q the grouphaddone
nearly 200 acquisitions,primarily in the 1980 and 1990s. Many of these acquisitions
involvedfamily-owned trading companieghat continuedto operate undertheir existing
names However,intensified competition emergedwith the expansionof the European
Union, which allowed for parallel imports. The evolution of the market landscape,
coupled with the growing commoditizationof some distributed products, significantly
impactedtrading companiedike Bergman& Beving Theensuingchallengegprompted a

shift towards nicheoriented companies and emphasizingvalueadd beyond mere

distribution.

Business Systems

Significantchangestook placein the 1980s and 1990s when Tom Hedelius the CEQof

SvenskaHandelsbankenpecame chairmanin 1982 In 1990, Anders Bdrjessonfrom

Tisenhultgruppenbecamethe first external CEO Borjessonwho had been part of the

managementeam sincel979 had a deepunderstandingof the organization Thismove
markeda shift in Bergman& Beving'smanagementtrategysincethe companyhad only
had four CEOsver the past 84 years,all of whom had been significantshareholders
Borjessortogether with TorstenFardelllaunchedthe profit over working capital metric

(P/WC) becameCEQnN 1990and stayedwith the companyuntil 2001 Metricslike P/WC
has stood the test of time for over 40 years It continuesto serve as a foundational
guidingtool within the entire ecosystemof spunout companiesjnfluencingall aspects
of busines®perationsandacquisitions

Accordingto an interview with Par Stenberg,the CEOpreceding Anders Borjesson

internal academiesand tools like P/WC, played a significantrole in & & NI y & F 2 NYY

engineers and individuals from non-sales backgrounds into proficient sales
LINE F S a alfingasély shapingacompanyto becomethe d . S NARISY. £ £ F F

In 2001, Anders Boérjessonand Tom Hedeliusdivided Bergman& Bevinginto three
separate companies The aim was to highlight the company'sunderlying values and
enableeachentity to focuson growth asindividualunits. (Continued)
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The Industry businessarea was formed into a new entity called Addtech while the
Electronicsbusinessarea formed the LagercrantzGroup The remaining companies
evolvedinto the legacyBergman& Beving Since2001to today, both Lagercrantzand
Addtech has generatedmore than 20% TSRCAGR SubsequentlyBergman& Beving
adopts the name B&B Tools, refocusingits operations to specializein the sale of
industrial consumablesincludingtools, machinery,protective and safety equipment, as
well as various industrial componentssuch as ball bearings,seals,transmissions and
automation

TheCentralizationExperiment

After spinning off Lagercrantzand Addtech in 2001, B&B Tools deviated from its
establishedDNA of decentralization In pursuit of efficiency gainsand economiesof
scale,the companyaimedto transition into one company,despitea centurylong track
record of successfullymplementing decentralization This marked the beginningof a
decadelong experimentwith centralization,hopingto extract synergiesby integrating
product companieswith wholesale and the many reseller entities they bought and
integrated

While the anticipated efficiency gains appeared promising on paper, they failed to
materialize in practice In 2017, B&B Tools underwent a significant restructuring,
resultingin the spinoff of Momentum Group ConsequentlyB&B Toolsreverted to its
originalname,Bergman& Beving

*https://www8.gsb.columbia.edu/sites/valueinvesting/files/files/Buffett1984.pdf
** Tisenhultg Grundaren, familjen och foretagen (Ronald Fagerfjall)

Business Systems

This restructuring involved separating the value chain, with B&B Tools retaining
wholesaleoperationsand product companieswhile Momentum Grouptook chargeof
the technicaltrade businessegservingmachinesaswell asindustrialsuppliestools,and
workwear(servinghumans)

In 2021, Alligoemergedasthe "old" Momentum Group,offering productsandservicesn
tools, supplies,workwear, personal protective equipment, workplace equipment, and
product media Subsequentlyin 2022 a new spinoff occurred,establishingthe "new"
Momentum Group, representingthe former Components& Servicesbusinessareas
(primarily through Momentum Industrial AB) An alternative perspective on these
changess that the initial spin-off from B&BToolsinvolvedthe restructuringof the value
chain,while the subsequentspin-off in 2022 focusedon dimensionswithin the product
portfolio.

B&B TOOLS STRATEGY IN BRIEF

Secure brand control \ Invest in economies of scale \Se(ure distribution

Design, brand names Product Companies Resellers T @
¢ Own * Own Market Companies
* Partners o Partner chains

¢ Independent partners

Manufactu

Since 2002, B&B TOOLS has worked in accordance with a clear strategic development plan that involves all parts of the industry’s value chain

Source: B&B Tools 2002 Annual report
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CaseStudy

Evenin its nascentstages,the Bergman& Beving Group had a distinct focus on
profitability. The organizationpursued ambitious growth targets while adopting a
profitability benchmark whichinvolvedmaintainingprofits divided by working capital
(P/WC)at levels exceedingd5% Put simply, every dollar allocatedto net working
capitalmust producea return surpassingt5% akinto the mindsetbehind Buffett's $1
Test, if you will. As we will illustrate, this target has not only generateda self
sustainingbusinessmodel but has also provided steadfastresilienceto navigatethe
vicissitudef the businesdandscapesinceit wasintroduced

Thea 2 y S-RoBRreeApproachto ValueCreation

The Profit/WC metric was introduced in 1981 when Anders Bérjessonjoined the

management team of Bergman & Beving Borjesson'sexploration of business
strategiesand industry trends influencedthe conceptof an assetlight focus, which

servesasthe foundationfor the return on working capitalmetric. Duringhis studies,
Bdrjessondiscoveredthe benefits of an assetlight approach commonly used by

successfulentrepreneurs This approach became particularly relevant for privately
held firms facing a wealth tax on their net assets Borjessondrew inspiration from

entrepreneurslike Ingvar Kamprad(founder of IKEA)and Erling Persson(founder of

H&M), who had successfullynavigatedsimilar challengesby adopting an assetlight

strategy* Motivated by their experiencesBorjessontogether with TorstenFardel)

further exploredand implementedthe assetlight focus, leadingto the development
andutilization of the P/WCratio.

Business Systems

Addtech alongwith Lagercrantzwasspunout from Bergman& Bevingin 2001 They
havetheir own internal book called"The Mind and the Soul" (translatedas"Tanken
och sjalerf in Swedish), which outlines the company's fundamental business
principles Thisbook is distributed to all employeesand is relatively short, consisting
of approximately80 pages Its purposeis to explainthe company'sculture, strategy,
and how valuecreationis implementedat Addtech Thebookis written in a way that

every employee can understand, providing practical examplesto illustrate the

fundamentalprinciples One key focusis the P/WCmetric, which demonstrateshow

everyAddtechemployeecancontributeto returns.

Similarly,Momentum Group has its own book called "Entrepreneurshipto Achieve
IncreasedProfitability - Objectivesand Toolsto AchieveP/WC> 45%' (translatedfrom
Swedisho English)Thisbookis an easyreadof 45 pages

Accordingto the Superinvestorof Bergman& Bevingsvillea businesss considered
seltfinancingwhen the return on working capital (EBITA/WCis higherthan 45% By
achievingan EBITA/WG 45%, the businesscangeneratethe necessarycashto cover
taxes and make required investments in its existing business through capital

expenditures,growth, and dividends The goal of being seltfinanced means that

growth, whether organicor through acquisitionswill not dilute current shareholders
through equity raisesor rely heavilyon debt financing Thishighlightsthe importance
of capitalefficiencyin generatingcash (Continued)
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Originally,the goal of exceedinghe 45%target was set during a period when tax rates
were higher. It was meantto cover one third tax, one third dividends,and one third
growth (15% yearly growth measuredover a businesscycle, split between organic
growth andacquisitions)

To analyzewhether aiming for a target of 45% or more results in a seltsustaining
businesamodel, let's considera scenariowith no debt, a 20%tax rate, a payoutratio of
30% and a 15% growth target Half of the growth is acquisitive,requiring a 5x EBIT
multiple paid, while the restis organic It is important to note that this analysisassumes
no maintenancecapex,only investmentsin working capital for growth. This exercise
supportsthe idea that a 45% investmentin working capital can indeed create a self
sustainingousiness

Sales 100
Operating income S
Net Warking Capital 20
Profit/Net Working Capital 45 %
Tax 2
Dividends 3
Investment in acquisitions 3
Investment in organic growth 2
Free cash flow - 0.4

Business Systems

Why use working capital instead of invested capital in the denominator?A trading or
value-adddistribution company like thoseunder B&B,primarily relieson working capital
rather than fixed assets,which are often outsourced Thisis why Profit over working
capital servesas a suitable proxy for trading companiesand an effective measureof
overallcapitalreturn.

TheP/WCratio canbe dividedinto 2 main parts, which canbe further brokendown into
6 distinct metrics 3 metrics related to the profit (numerator) - sales,price, and cost
base, and 3 metrics tied to the denominator (WC) - inventories, receivables,and
payables Profit canbe calculatedby dividingEBITAEarningBeforelnterest, Taxesand
Amortization) by Salesand then dividing that result by Net Working Capital This
simplification occurs becausethe "Sales"term cancelsout when multiplying the two
fractionstogether.

Profitis determinedby the formula
Profit=(EBITA Salesk (Saleg Net WorkingCapital)

Thiscanbe further brokendownto:
Profit = (Sales< Margin)- Costx Inventory+ Receivables Accountgpayable

(Continued)
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Let's apply this with another example Supposewe have CompanyA generating9%
operating margins, which is typical for a trading business,offering valueadded
servicedo customers Additionally,the businessnaintainsa net working capitalof 20,
resultingin a P/WCratio of 45% To boost the profit ratio, there are six leversto
consider Youcaneither increasesales raiseprices,or reducecosts Eachleveraffects
working capital differently, and the sameappliesto the working capital, which is the
denominatorin the P/WCKPI

The easiestway to decreaseworking capital is by reducinginventory, speedingup
customer payments,and extendingsupplier paymentterms. Theseare aspectsthat
every senior managementteam in large corporationsfocuseson. Employeesn the
group companies are encouragedto foster strong relationships with the right
customersand suppliersand to havea solid graspof inventorylevels Essentiallythis
frameworkboth educatesand heightensawarenessabout excellingin sales It imparts
valuablelessonson prioritizing customers nurturing relationshipsfollowing the 80/ 20
rule, adoptingvaluebasedpricing,and comprehendinghe consequencesf providing
discounts Theselast two choices can result in significantly divergent cash flow
outcomes

Let sfocuson the working capital lever and more specificallyreceivables Supposea
new companybecomespart of the group, CompanyB, which historicallyhasn'tbeen
mindful of receivable days After joining the group, they discover that similar
companiesin the grouptypically havereceivabledaysof only 50, not 73. By reducing
their receivabledays, P/WC increasesto 65%, resulting in a favorable impact on
cashflomwhengrowingandhencethe ability to be selffunded**.

Business Systems

e e company A Company B
Sales 100 100
Operating income =] 9
Margin 9% g9
Inventory 10 10
Receivables 20 14
Accountspayable 0 10
Net Working capital 20 14
Receivabledays =~~~ 73 50
Profit/Net Working Capital 45 % 65 %

Smalladjustmentslike these, continuouslyimproved upon, create a positive feedback
loop that enhancesashconversionstrengthensresilienceandincreaseshe company's
seltsufficiency for growth, ultimately leading to longterm value creation for
shareholdersThebestin-classcompaniesexcelin sharingbest practicesacrossmultiple
leverssimultaneously Theysuccessfullpoost cashflow and achievesubstantialorganic
growth without resortingto coercivemeasureghat couldstifle the entrepreneurialspirit
within their operatingcompanies Thisbalanceis a delicate equilibriumthat canonly be
createdthroughexperience

TheFocusModel

Aimingfor a P/WCratio of 45% or higher is one aspect,and the companiesemerging
from Bergman& Beving including Bergman& Bevingitself, adhere to an internal
benchmarkknownasthe "FocusModel." Thismodel essentiallyservesasa prioritization
tool applied to all operating companieswithin the group, and their performanceis
evaluatedaccordingly (Continued)
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TheFocusModel*** for Different EBITA/W@evelsis asfollows:

wAboved5% Increaseprofits throughrevenueincreasegorganicand acquisitions)
uBelow25% Increasemargins!
u25-45% Increasemarginsandworkingcapitalturnover for & LIN&f @oficepte

The P/WC ratio servesvarious purposes, such as assessingoperating units, evaluating
product performance,analyzingmarkets and customers,and even as a tool for assessing
acquisitions,whether they are substantialor smaller bolt-on additions Moreover, it is

aggregatedand measuredat the group level Ultimately, all employeesreceiveincentives
basedon this profit ratio.

Theoverarchinggoalis for all employeesto easilygraspand seethe measurableémpacton
financial performance, which is quite different from aggregatedaccountingmetrics that
aren't asrelatable Thistheme is prevalentamongthe bestin-classcompaniesemphasizing
straightforward profit objectivesthat genuinely make a difference, often tied to smart
incentives The recurring lesson from these top performers is to avoid unnecessary
complexity It's about establishingan internal languagethat resonates especiallywith small
businessowners who may have engineeringbackgroundsand might not be well-versedin
financialor salesterminology.

*Bergman & Beving tAddtech a bestin-class serial acquirend Tisenhult¢ Grundaren, familjen och foretagen (Ronald Fagerfjall)

**[t's worth noting that while both margins and turnover have a similar impact on the profitet working capital ratio, inciesed margins have a more significant effect on cumulative
cash flow compared to equivalent increases in capital turnover.

***Erom presentation material by Momentum Group AB
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Deconstructing the P/NWC business system Business Systems

32%
30%
28%
26%
24%
22%
20%

Theleft-handchartillustratesdifferent Profit/NWCindifferencecurves

P/NWC>45% representsa seltfinancedmodel i.e. companiescan finance both
organicgrowth, acquisitionsanddividendswith internally generatedcashflows.

Thechart displaysthat different marginslevelsand capital turnover can provide

c 18% the samecashreturns.

% 16%

= 14% Thecalculationsalsorevealthat marginimprovementscontribute more to higher
12% P/NWCthan capitalturnover.
10%
8% 60% Our exampleshowsthat for a companyto increaseP/WCfrom 45%to 60% - it
6% : : 45% caneither raisemarginsby 3.0 percentagepoints, from 10%to 13% or decrease
4% 30% NWCto saleswith 4.5 percentagepoints,from 21.5%to 17%

0 ! I
302 Acquisitiordriven compoundersacquiringcompanieswith potential to increase
50% 40% 33% 29% 25% 22% 20% 18% 17% 15% 14% 13% marginswill enjoy a substantiaimprovementin P/NWC all elseequal

NWC % of sales

* All positionson a line givethe sameProfit/tNWC

Source REQalculationdor illustrativepurposes




Danaher Business System 0

TheKaizenApproach Continuousmprovement Business Systems
How We Create Value: Running the Danaher Playbook Every department, eve@pCao every site, every platform is running to around seven
different key performance indicators and it is really broken down from the strategy to the
Cive Rivorivg Growts policy deployment to the daily management. Everybody sticks to this, every single day.
T — A G088 N ae Certainly, one part of the DBS culture is also to make things transparent and to make things
STRUCTURE A Margins ¥ ™ Margin Expansion ugly. For example, we always said that red is the new green.
REINVEST el
FOR GROWTH A Re0 A se Strong Free Cash Flow We put some targets out and if you have reached the targets and you become green in all of
ACCELERATE S Neciatatiions them, we skip the targets, go to the next level so that, more or less, everything is red again.
MARGINS & A S A owx CKAAd ONARy3Ia | f2d0 2F LINBaadzNE G2 thisl8& LIS 2 LJX
SOREORONT 7 £PS GROWTH R2y Qi GKAYy]l AGQa &2 oFlR 06SOFdzasS &2dz KI S O3
the site leader oOpCdeader as to how you really deal with these things. They need to

explain to the people that red is nothing bad, but it is a chance, an opportunity. Therefore,
they really have to embrace the culture because, as they were brought together, they bring

_ ) _ _ in their old culture and, in the old culture, red was something negative
Culp came to understand that DBS worked better with businesses with a high gross

margin, especially those with a big spread between gross and operating margins.
The wider the spread, the more opportunity for Danaher to take costs out with DBS.
Culp had learned through operating experience that it was easier to improve the
gross margin of a higinargin company versus a lewvargin one.

Bruno Meinhardt, Former Director at DanahdnPractisanterview 2020

DBS Is Our Ultimate Competitive Advantage
[26 YINBAY& dzadz2ffe YSIyl GKIG OdzAG2YSNE &l 6 __UGKS LINBRdzOGvd & 26 @I dzSo [ dzf LIQ&
judgment ran against the consensus view, as M&A bankers and business schools 4 N REVEHIE GROWTH

often presented lownargin businesses as opportunities, particularly for those good
at taking out costs.

SHAREHOLDER

Lessons from the Titan&Vhat Companies in the New Economy Can Learn from the
Great Industrial Giant

“Common sense, vigorously applied”




Roper: Cash Retuon Investment

fa

«CRI»

Cash Earnings

Net Income # D&A =
Maintenance Capex

Gross Investment

Net Working Capital # Net PP&E
+ Accumulated Depreciation

Zerocost budgeting and smart profit goals rooted in cash flow

What's different under the Roper model versus prior to Roper, it's really that CRI
model is very simple. Whenever you look at it from prior years, before 12 years ago,
before part of the Roper company, we were working of annual budgets, annual
forecasts. And as long as you were meeting that forecast, you were okay. We didn't
look at it from a CRI model. We had a lot of investment in products. We would go
chasing down rat holes that, at the end of the day were-ndidn't return the cash
to us that we would like to see.

Tracy Marks, president ofransCorda company divested by Roper in 2021)

Business Systems

You want to grow at a higher percentage than you did the year before. Now we're all
incentivized around that. Thatswe -- again, we get up in the morning, we go to bed at
night thinking about how can we grow better this year than we grew last year. So | think
just the passion and the energy and looking at the business from 10 different ways also just
really drives execution. We can have a great quarter, as we have had several great quarters
over the last few years, we can have great years.

| can tell you, Brian will find a way to look at that business, to where it doesn't look so
great. Every quarter, we think we have it nailed. We have records in every category, maybe
except one, and we will spin that entire operating review talking about how we can get that
one to be better

Tracy Marks, president ofransCorda company divested by Roper in 2021)

Long-term compounding

2007 - 2022

Market capitalization

Free cash flow

% M% +12% +15%
CAGR CAGR CAGR CAG R
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Capital Allocation 0

The CEO as an investor Capital Allocation and Cash Flows

What is capital allocation and how to think about it?

Greatcapitalallocationis broadly speakinghe useof cashthat generatea return higherthan its costof capital It standsasa fundamentalresponsibilityfor
the managementof a publiccompany The proper goalof capitalallocationis to build long-term value per shareand the emphasiss on buildingvalueand
letting the stockmarketreflect that value Beinga greatcapitalallocatorcanbe comparedto beinga greatinvestor, it is all about makingthe decisionghat
maximizeshareholdewalue

Intelligent capital allocation meansunderstandingthe longterm value of the opportunities and spendingmoney wisely and accordingly It also includes
knowingthe valueof a¥ A Nadi@@dualassets

Why s capitalallocationsoimportant? Thefirst is that companiesmust competeand a companythat is allocatingits resourceswiselywill ultimately prevail
over a competitor that is allocatingits capitaland resourcespoorly. Thesecondis the opportunity cost unlesscapitalis goingto its bestand highestuse, it
will underperformrelativeto its opportunity cost

InWilliam¢ K 2 NJ/ BobKTReQuitsidershe studiedeight/ 9 htléaiwere greatcapitalallocatorsand on averageoutperformed S&P500 by 20 times and
their peersby seventimes. Onething all the CEO$iadin commonwastheir focuson cashflow generation

A proper capital allocationstrategyallows CEOgo act opportunisticallywhen the opportunity is given But like managinga portfolio of stocks,managers
shouldhavelow tolerancefor businessareasor subsidiariesvith badgrowth, hencebeingableto take decisiongo divestsuchoperations

Academiaesearchalsoshowsthat rapid assetgrowth is associatedvith poor total shareholdemreturns** . It is the focuson long-term value creationthat
mattersandwill increaseROIQevelsanddrive shareholdewalueovertime.

F/ KFENIG FNRY (KS 0221 G¢KS hdzidaARSNBRE o0& 2AfEtAlIY ¢K2NYRALS
** Capital allocation: Evidence, Analytical Methods, and assessment guidance; Mibtegbdussiret al




Capital Allocation 0

The CEO as an investor Capital Allocation and Cash Flows

Whendecidingon how to spendcapital,whetheron M&A, organicgrowth, dividends
or debt repayment,managemenshouldalwaysfocuson what createsthe mostlong
term valueper share

Everysituation is different and what is a good decisionat one price may not be on
Sources and uses of financial capital* another, thus capital allocation should be a dynamicprocess For example issuing

: . . equity for opportunisticreasonglike M&A) when stockis overvalued- or buyingback
Capital sources Capital allocation qurty PP : il ) : : ying
shareswhenthe company'sstockis undervalued- is valuecreating Onthe contrary,
B — Capex issuingnew equity when the stockis undervaluedor buying back shareswhen the
Internally - Operational cash flow : : stockis overvaluedis valuedestroyin
generated cash{ - Asset sales Business  — Working capital ying
Mergers & Acquisitions ) ]
N R&D We believe that managers(CEOsand CFOsglongwith the board, ought to havea
T _ viewon its O 2 Y LJI igtréngicdvalue as well asits own structured capital allocation
Return cash to Dividends process,hence not |m|tat|r_19 what others are doing but rather following the_lr own
N takeholders — framework Somecompanieshavepredeterminedlevelswhenthey assessheir stock
Access to - Equity issuance Stake Share buybacks bei q luedand thus buy backsh tainf Hl eld
S e e, Debt repayment eingundervaluedandthus buy backsharegeg a certainfree cashflow yield).

Companieswith excesscashflow can also effectively create value by buying back
shares(e.g. Apple, SwedishMatch), thus decreasinghe sharecount and increasing
the valueper share

We recommendreadingMark [ S 2 Y HeltdRsQai shareholdersas inspiration for
capitalallocationstrategy,thinkingandideas

F/ KFENIG FNRY (KS 0221 G¢KS hdzidaARSNBRE o0& 2AfEtAlIY ¢K2NYRALS
** Capital allocation: Evidence, Analytical Methods, and assessment guidance; Mibtegbdussiret al




Swedish Capital Allocation Examples

fa

How do companies think about capital allocation and value creation?
Addtech

& h yeéntral succesdactor is our focus on striving to attain strong cashflows in our
companies The money earnedis investedin expansionof existingoperationsand in
acquisitionsof new complementarycompanies,which in turn contribute to future
profit andcashflow anddividendsto shareholders
AddtechAnnualReport20142015

a h dahkategy of acquiringcashflow is a successfubne, made possibleby our stable
balancesheetandour focuson cashflow throughoutthe organizationg
AddtechAnnualReport2020'2021

Lifco

d A T BuBitessconceptis to acquire and develop marketleading sustainable,niche
businesseswith the potential to deliver sustainableearningsgrowth and robust cash

flows.£

& !constantfocusareafor usisthe D N2 dzhstflaw and changesn capitalemployedin
our businesses
LifcoAnnualReport2020

Indutrade

Capital Allocation and Cash Flows

Volati

dVolati createslongterm value by reinvestingthe cashflows generatedin the
businessunits. We do this in two ways First,we investin existingbusinessunits
to realizethe potential for growth that existsin the companies Secondwe invest
in the acquisitionof new companies,which representsthe largestpart of our
total reinvestments Cashconversionfrom our activities givesus a sound and
sustainablebasis to conduct reinvestments

VolatiAnnualReport2020

dVolati is growing fast but with a focus on long-term value creation We have
been able to maintain this high rate of growth without diluting existing
shareholdersor compromisingour required rate of return. Our goal is sustained
earningsgrowth per share,which means,for example,that we have never paid
for acquisitionswith our own sharesand over the yearswe have only madeone
new issue,in connectionwith our IPQ We believe that growth is only value
creatingif the return on equity is sufficiently high. A high return on adjusted
equity isa prerequisitefor sustainableselffinancedgrowth.

Volati2021 Q3 Report

Vitec

a h dabylisitionwork is governedby specificcriteriaX a criterion is that the

a h dshdtegy is based on generating profitable growth through acquisitions and
developmentof stable and profitable companiesin selectedniches L y R dzii stdat&y$ Q &
remainsfirm, and we have a solid foundation for continued longterm and competitive
valueONB I G A2y ¢

acquisitionsmust directly contribute to an increasein the D N2 debdirigsper
share Consequentlyit is vital that the companydemonstratessolid profitability
andpositivecashflows at the acquisitiondate.

Vitec Annual Report 2020

& 2 Savean opportunisticacquisitionstrategythat allowsus to pick from the creamof
the crop, and | feel that we have good prospectsto continue acquiring the right
companiesat the right price.€

IndutradeAnnualReport2019




Why is ROIC so Important? 0

A simplistic view on how ROIC impacts the value of a business Capital Allocation and Cash Flows

Value of 4 businesseseach with the same earnings but different ROIC

o Earnings 100 100 100 100
© conital invested 86T 1250 oo 500 o 250 ..
Return on capital (A/B) [ 6% 8% 20% 40% |

© crowthrate 5% 5% 5% 5%

° Reinvested earnings to fund growth (BxC) 83 63 25 13

e Earnings to Owners after growth investment (A-D) 17 38 75 88

e Cost of capital 8% 8% 8% 8%
@ Value of the Business (E/(F-C)) {555 1250 2500 2917
Forward P/E ratio (G/A) 5.6X 12.5x 25.0x 29.2x |

Source: internal calculations




TheLargerYouGet, the MoreDifficultit is MaintaininghigHROIC )

Capital Allocation and Cash Flows

Avg. ROIC 2012020
45.0 %

40.0 %
35.0%
30.0 %
25.0%
20.0 % L.
15.0 %

10.0 %

5.0 %
0.0%

0 500 1,000 1,500 2,000 2,500 3,000
-5.0%

-10.0 %
Accumulated M&A spend 201220

Source: Data frorown researchdatabasejnspiredby: https://exploringcontext.substack.com/p/studyirggriatacquirers?s=r




The Valueof Great Capitafllocation

fa

Investing in a company requires trust in its management'sability to create value
Therefore,it is crucialto identify and investin managementeamsthat excelin capital
allocation, effectively utilizing the company's resources to maximize returns on
investment

The significance of CEOswith strong capabilities in human and cultural aspects,
combinedwith adept capital allocation skills,cannot be overstated While many CEOs
may ascendthe corporate ladder basedon their excellencein production, sales,or

political acumen,the role of capital allocation becomesa critical responsibilitywhen

leadinga company It's essentialto recognizethat two companies,even if they have

similar earningsbut different approachego capitalallocation,canyield vastly different

longterm resultsfor shareholders

Considerthis scenario imaginewe have two companies,CompanyA and CompanyB,
both generatinghundreddollarsof earnings Theseearningsare convertedfully into cash
flow. Let'sassumethat the managementeam at CompanyA canreinvesttheir capitalat
a rate of 10% which coincidentallymatchestheir cost of capital Moreover, they can
reinvest 100% of their earningsevery year over a 20-year period. In this case, a
reasonablePriceto-EarninggP/E)ratio to considerwould be 10 (continued)

Capital Allocation and Cash Flows

Company A Campany B

Earnings 100
Invested capital 1 000D
Return on capital (RONC)” 10 %
Reinvestment rate 100 %
Reinvestment period 20
Cost of capital (WACO) 10% 10%
\Value of company™ 1 000
‘Fair P/E ratio 10

“Return an incremental capital invested
“Growth = ROIC x Reinvestment rate

Future value = Earnings ¥ ((1+Growth}*vears-1) | Company A: 100 ¥ (1+0.1)°20-1) = 611.6

100
f14
14 %
100 %
20

Terminal value = Future value / WACC | Company A: 6116 /0.1 = 6116
Walue of company = (FY+Terminal) / (1+WACC)™vears | Company A: (611.6+6116) / (1+0.1}"20 = 1 00D
Fair P/E ratio = Walue of business / Earnings | Company A: 1000 / 100 = 10




The Valueof Great Capitafllocation

fa

However, now put yourself in the shoesof an investor tasked with evaluating the
managementeam at CompanyB. Thisteam not only excelsin day-to-day operationsbut
alsopossessegoodinvestmentskills Theymanageto reinvest100% of their capitalat
returnsof 14%overaspanof 20 years

Giventhese circumstancesyou could justify payinga price-to-earnings(P/E)ratio of 20
and still achievea return comparableto the market over the entire holding period.
Thanksto their shrewd capital allocation abilities, CompanyB's value surgesby 100%
comparedto company A, all attributable to the astute investment acumen of its
managementeam.

Now, let's shift our focusandanalyzetwo other companiesstill generatinglOOdollarsof
earnings, that achieve identical incremental returns on their capital investments
However they divergesignificantlyin terms of their reinvestmentopportunities

CompanyA cangeneratean impressiveincrementalreturn of 20% on investedcapital

However, it operateswithin a niche market, selling a single product with restricted
distribution potential. Another scenariois that it could be a companythat already
commandsa substantial market share in a market characterizedby slow growth.

Consequentlyjt can only reinvest 35% of its capital at this attractive 20% rate. The
remaining65% is distributed to its shareholderswho must diligently seekcomparable
returnsin the broaderpublicmarkets Becausehereisad t Sdf §5%, afair P/Eratio to

payfor CompanyAis 15.*

*Computedthrough a 20-year discountedcashflow (DCF)analysis,where the terminal value is determined usingthe Gordongrowth model without assumingconstant growth.

Subsequentlythe Priceto-EarninggP/E)ratio is derivedby dividingthe DCFvalueby the earningsof $100.
*Assumingthe marketvaluesthe companybasedon a theoretical DCHramework

Capital Allocation and Cash Flows

In contrast, CompanyB operatesacrossdiverse end-markets globally and consistently
acquiressmall private companiesof which there are many. The companyhas a long
runway of growth opportunities This strategy enablesthem to reinvesta substantial
75% of their cashflow eachyearat the sameincrementalreturn of 20% as CompanyA.

CompanyB not only maintainsan extensivelist of potential acquisitiontargets but also
benefits from the illiquidity of private markets,the relatively smallsize of transactions,
and limited competition for these targets This favorable landscapeallows them to

secure acquisitionsat highly advantageousmultiples If CompanyB can sustain this

compoundingrate for 20 years,you mightfind it justifiableto paya multiple of 30 times
earningsandstill achievea marketreturn throughoutthe entire holdingperiod.

Despite both companiesachievinga similar incremental return on capital of 20%
CompanyB experiencesminimal leakagecomparedto CompanyA. Consequentlythe
reinvestmenttrajectory for CompanyB, in comparisonto CompanyA, is worth doubleas
much To put it differently, public shareholdersof CompanyB can effectively leverage
the exceptionalcapitalallocationexpertisein the private market Aslongasthey remain
invested,they canenjoy compoundedreturns** that are typically elusivefor most fund
managers when investing in publicly traded equities over extended multi-decade
periods

(continued)




What About Dividends?

fa

A frequently askedquestioncentersaround why acquisitiordriven compoundersopt
to distribute dividendsinsteadof fully reinvestingtheir cashflow.

In a broader context, our preferencelies with companiescapableof sustaininga high
reinvestmentrate over an extendedperiod, coupledwith superiorreturns on capital
This sets the stage for decadesof profitable growth. One argumentis that these
companies,by acquiring privately owned companiesat mid-single digit multiples,
easiercan find waysto reinvesttheir cashflow, achievingattractive returns beyond
what investorscanexpect

A common characteristicamong many Acquisitionrdriven Compounderswith a solid
track recordsof creatingshareholdervalueis that they have ownerswith a longterm
perspectiveon value creation,companydevelopment,and ownership Givenmany of
these O 2 Y LJ yapitaKight nature and a cautious approachto risk and capital
allocation, their owners can, by receiving dividends realize a pay-off on their
investments without selling shares Owners with a multi-decade mindset prefer
graduallybuildingcompanieswhile maintaininga strongfinancialposition, creatingthe
ability to pay dividendsfrom a position of strength A modestly increasingdividend
payoutasthe companyexpandss seenasatestamentto strongcashflow generation

Our general belief is that boards should adopt a flexible stance on dividendsand
investments When highly attractive investment opportunities with high returns on
capital are available,and the financial and operational risk is manageable boards

shouldpermit CEO$o0 pursuesuchopportunities
¢tKAa Aa

y2i | ALINXYd® LGQafca Y

Per WaldemarssonCEQLifca 2021 Q4 ConferenceCall

NI G K2y

Capital Allocation and Cash Flows

We think it is important with dividends. Many of our owners have been invested in us for a

long time and many has it as a private placement and they want a small dividend so we have

always been persistent on keeping it.
JorgenWigh, CEO LagercrantPenserpodded02309-07

Additionally, paying dividendsto shareholdersintroduces scarcity of capital, requiring
managementsto be selective in their investment choices This limitation prompts
managergo investwherethe returnson capitalare highest,acknowledgindhe conceptof
opportunity costs Havingaccesso a more limited pool of cashcan prevent pressureon
managersto deploy capital at lower incrementalreturns, potentially resulting in overall
lower hurdlerates

A critical considerationasthe investablepool of cashgrowsis the needfor companiesto
scale their operational capabilitiesin M&A. As Acquisitiordriven Compoundersgrow,
scaling M&A can become challenging, requiring companiesto do more or larger
acquisitions SuccessfuM&A scalinginvolvesnot just deployinga larger capital pool but
alsodevelopingthe organizationatapabilitiesto do so.

While the theoreticalpreferenceis for companiefo maximizereinvestmentrates,the best
Acquisitiondriven Compounderhavedemonstratedin practicethe possibilityof achieving
multi-decade profitable growth at 15-20% annually while distributing dividends Also,
companiesthat reinvest100% of profits are more vulnerableif not deliveringon growth
expectations

Distributing about 264 p:z Y EA Ydzy 2 ¥

interfeyed or copsumed our deal equity to an extent it has prevented us
uz RSO m"grov@n%.Y LI ye tA1S

DavidCicure] CEO Judges Scientifii Dinero e Accionpodcast ;

2dzNJ AyO2YSo Li
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Teledyne: A Gredtudyin CapitalAllocation

fa

SomethoughtsaroundCapitalallocation Decentralizatiorand People at Teledyne

It is very interesting to study lesser known but highly successfulcompanieswhose
successs basedon proven principlesrather than a singleproduct, customeror market
Investingis about recognizingpatterns If we candecodecertain principlesand lessons
behindpastsuccessesye canapplythose sameinsightsin our searchfor investments

Teledynes one suchexample Aninvestorwho investedin Teledynein 1966achievedan
annualreturn of 17.9% or 53 times invested capital, over 25 years,comparedto 6.7
times for the S&P500. Henry Singletonwas co-founder and CEQover that sameperiod.
Teledynewas an industrial conglomeratewith exposureto areas such as specialty
metals, aerospace electronics and insurance Accordingto Warren Buffett, Henry
Singleton at Teledyne had "the best operating and capital deployment record in
Americanbusiness' Whatwere the keyingredientsbehindthis succesand how canwe
applytheselessonsasinvestors?

Capitalallocation

Henry Singletonwas not only a strong businessoperator but also a unique allocator of

capital, activelyusing Teledynestock as a sourceof funds In the 1960 and 1970s, he

made 130 acquisitionsthat were financedby both equity and strong free cashflow. In

the 1970s, Teledyneuseda significantlyundervaluedstockto buy backandretire 85% of

its sharesoutstandingat pricesfar below what Singletonbelievedwasthe intrinsicvalue
of the company Thesewere not regular share repurchases On several occasions,
Teledynemadetender offers to buy five percentof its stock, which instantly increased
per-sharevaluefor the remainingshareholders

In addition to acquisitions,Singletonhad a firm grip on the organic engine of the
businessin the 1970s, organicnet incomegrew 19% annually,comparedto 12%for the
S&P00. Returnon equity wasover 25%duringthis period. Thesecretbehindthe strong
organicgrowth wasa businessnodelbasedon decentralization

Capital Allocation and Cash Flows

Decentralization

Diversificationwas an insuranceagainstcatastrophe,accordingto Singleton At its
peak, Teledyne consistedof more than 130 individual profit centers that were
managedn a highlydecentralizednanner.

Accordingo Teledyne

"We had no intention of managingthese businessedrom the corporate level We
did, however, establishour own unique financialand operationsreporting system
which enabledus to monitor their performanceclosely,on a monthly basis,and see
anytrouble spotsbeforethey becameseriousd f

Therewas no intention of micro-managingthese companiesremotely becausethe
managersof these companiesknew much more than head office about their
products,markets,competition,and soforth. Thecorporatewide financialreporting
system ensured that all companiesspoke the same language The fiscal month
alwaysendedon a Friday,and by the following Tuesdaymorning, reports from all
130reporting units were collectedat headquarters Thatwasin the 1960s, and even
today, that would be anaccomplishment

(continued)




Teledyne: A Gredtudyin CapitalAllocation
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SomethoughtsaroundCapitalallocation Decentralizatiorand People at Teledyne

Becausdhe companywasalwaysawareof eachcompany'sperformance,"we were able
to establish an incentive system for honoring those companies that performed
exceptionallywell.*" The companycalledit "The Triple Crown Awards" and honored
companieghat setall-time recordsin three categories SalesNet Incomeand CashFlow.

Thegroupwide overviewand awardswere sentmonthly to executivesat all companies
The top-performing managers were rewarded accordingly The policy of keeping
operatingunits small,eachresponsibléefor its own successwasfollowed throughoutthe

company

Accordingto Singleton,"We dependon them. We haveto trust them. Our successor
failure dependson what they do.*" Peopleare the mostimportant factor in a company
"Why bother them if they are doingtheir job" wasSingleton'snantra

People

HenrySingletonwasthe company'dargestshareholdemwith a 7.8%stake Promotingthe
right people was on the top of the agenda The result was a high-performanceculture.
Accordingto Singleton & ¢ $ork our heads off to increaseour own capability at
collectingand promoting the right people We increaseour bets on the men who seem
to be performers*" Similarly,the companytried to avoid havingpeople competewithin
Teledynebut looked outward to its real competitors "Our objectiveis to increaseour
rate of earningsfaster than they do. It is a lot of fun. As a result, we visualizeit asa
competitivegame*" In 1989 HenrySingletorretires after 29 yearsof brilliant leadership
andoutstandingvaluecreation

Capital Allocation and Cash Flows

Summingup

Ourinvestmentphilosophyis basedon three fundamentalprinciplesthat we believe
standthe test of time: Capitalallocation,decentralizationand people We want to

invest in managementteams that are excellent investors, who understand the

power of decentralizationand entrepreneurship,and own part of the business
themselves Teledyneis a good exampleof the extraordinarylongterm resultsthat

comefrom combiningthese principles We believewe havefound and investedin a

special group of companiesthat have the right ingredients to become the

"Teledynesf tomorrow."

*Distant Foce A Memoir of the TeledyneCorporationand the Man Who Createdit
(2007




Capital Allocation Snapshotaddnode 0

Addnode capital allocation 2068022 Capital Allocation and Cash Flows
120%
6%
0,
100% 100%
2%
80% -23%
60%
8%
40% 13%
20% -64% 1%
-25%
-4%
0%
FFO NwWC Capex Divestments M&A Net debt Equity Dividends SBB Other

Cash flow

FFO 100%  100%  100%  100%  100%  100%  100%  100%  100% 100%  100%  100%  100%  100%  100%
NWC -9% 44% 0% 13%  -20% 5% 3% -9% -8% -26% 17% 18% 40% -2% 5%
Capex -13% -13%  -16% -26% -22% -27%  -34% -39%  -40% -33% -29%  -23%  -26%  -23% @ -10%
Divestments 35% 11% 4% 18% 1% 2% -3% -1% 0% 1% 0% 2% 0% -1% 0%
M&A -68%  -56%  -62%  -10% -30%  -87%  -38%  -34%  -40% -189%  -40% -71%  -65%  -65% @ -62%
Net debt -15% -4% -4% -2% 0% 50%  -14% 46% 29% 212%  -39%  -34% 47%  -35% 8%
Equity 0% 0% 0% 6% 0% 0% 0% 0% 0% 0%  106% 0% 0% 0% 0%
Dividends -23%  -78%  -51%  -33%  -43%  -57%  -45% @ -42%  -40% -34% -28%  -24% 0%  -19%  -15%
SBB -15% 0% -4% -6% 0% 0% 0% 0% 0% 0% 0% 0% 0%  -16% -3%
Other 1% 2% -4% 0% -1% -4% 1% -3% 3% 1% 0% 56  -11% 8% 5%

Source: Company reports
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Addlife capital allocation 2018022

120%

1000 L 100%
80%
60%
40%
20%
0%
-20%
-40%
-60%
-80%
-100%

FFO

0%

NwWC

1%
-17%

87%

-163%

Capex Divestments M&A

Net debt

31%

Equity

-15%

Dividends

-6%

SBB

-6%

Other

Cash flow
Operating cash flow
NWC

Capex
Divestments
M&A

Net debt
Equity
Dividends
SBB

Other

Source: Company reports

2012 2013 2014 2015 2016
100%
-15%
-15%

1%
-108%
-158%

216%
0%
-24%
4%

100%
7%
-22%
1%
-153%
102%
2%
-19%
-19%
0%

100%
-3%
-27%
1%
-182%
170%
0%
-29%
-19%
16%

100%

8%
-23%

1%
-88%
-69%
136%
-17%
-12%
-25%

100%
15%
-12%
1%
-46%
-34%
0%
-8%
-3%
3%

100%
-11%
-14%
1%
-283%
250%
0%
-18%
0%
-11%

200%
-14%
-32%
2%
-93%
82%
4%
-28%
-T1%
-18%

Capital Allocation and Cash Flows
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Addtech capital allocation 2064022 Capital Allocation and Cash Flows
120%
0,
100% 100%
-8% 6%
80% 11%
60%
0,
22% 3%
40%
0,
20% -66%
-32%
0% -6% 1%
FFO NWC Capex Divestments M&A Net debt Equity Dividends SBB Other
2001 2012 2013 2014 2015 2019 2020
FFO 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%
NWC 21% 67% 27% 17% 3% -28% -12% 3% 49% -10% -5% -1% 3% 3% -7% -7% -18% -39% -6% 34% -35% -16%
Capex -62% -30% -15% -15% -14% -14% -12% -20% -15% -12% -9% -12% -13% -11% -15% -12% -8% -11% -9% -9% -9% -10%
Divestments 74% 30% 6% 2% 0% 6% 5% 2% 4% 4% 0% 1% 1% 1% 69% 2% 6% 3% 0% -1% 2% 1%
M&A -38% -41% -16% -61% -34% -55% -45% -35% -11% -82% -59% -91% -44% -50% -124% -57% -78% -77% -36% -123% -70% -60%
Net debt -24% -71% -12% 10% 6% 34% 12% -11% -88% 35% 26% 58% -13% -6% 33% 22% 36% 68% -11% 31% 48% 23%
Equity 0% 0% 0% 2% 1% 1% 1% 2% 8% 0% 0% 6% 6% 7% 11% 2% 5% 3% 3% 4% 1% 0%
Dividends 0% -32% -31% -29% -26% -32% -36% -52% -57% -33% -36% -51% -38% -37% -43% -37% -36% -31% -28% -28% -24% -26%
SBB -135% -21% -38% -5% -55% -26% -10% -11% -7% -1% -16% 0% -3% -6% -9% -7% -5% -4% -4% 0% 0% -2%
Other -106% 2% -1% 2% 0% 0% 0% -1% -1% 0% -1% -4% 0% 2% -6% -1% -1% -1% -3% -3% 0% -1%

Source: Company reports



Capital Allocation SnapshatBeljerRef 0

Capital Allocation and Cash Flows

Beijer Ref capital allocation 202023

120%
0,

100% 100%

80%

60% 128%

0,

40% 620 8%

0,

20% -16% -34% -1% -1%

0%

-20%

-40%

-60%

5%
-80% -109%
-100%
FFO NWC Capex Divestments M&A Net debt Equity Dividends SBB Other

Cash flow 3
Operating cash flow 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%
NWC -66%  78% -44% -69% -58% 16% -38% 1% -86% -22% -27% -2% 20% -122% -118% -225%
Capex -29%  -25% -13%  -21% -18% -19% -15% -12% -20% -14% -17% -13% -17% -18% -13% -11%
Divestments 45% 5% 15% 97% 18% 3% 2% -1% 5% -1%  15% 3% 1% 3% 2% 0%
M&A -20%  -5% -1% -238%  -4% -3% -8% -35%  -2% -1%  -112% 0% -16% -51% -69% -811%
Net debt 15% -22% -61% 190% 8% -19% 44% 18%  45% 7% 111% -67% -30% 111% 152% -451%
Equity 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 1% 0% 0% 4% 0% 1477%
Dividends -38% -31% -53% -44% -57% -78% -52% -43% -47% -36% -26% -30% -20% -33% -26% -27%
SBB 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% -10% 0% 0% 0% -1% 0%
Other 5% -2% -5% 1% -4% 2% -19% -5% 4% 0% 1% 0% -6% -8% 4% 6%

Source: Company reports



Capital Allocation Snapshotkagercrantz 0

Lagercrantz capital allocation 202D22 Capital Allocation and Cash Flows

120%

100% 100%
-2%
4%

0
80% -18%

60%

0%

20%

20
0% -76% -30% °

FFO NwWC Capex Divestments M&A Net debt Equity Dividends SBB Other

Cash flow

Operating cash flow 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%
NwC 316% 204% 106% 414% 65% -18%  18%  44% 55% -20% -5% 1% 7% 3% -11% 2% -13% 5% -19% 24% -38% -6%
Capex -45%  -78% -23% -129% -35% -37% -25% -24% -30% -13% -11% -17% -22% -15% -25% -15% -19% -18% -19% -16% -16% -18%
Divestments 13% 13% 23% 257% 2% 26%  68% 1% 2% 0% 1% 1% 1% 0% 13% 2% 4% 2% 1% 0% 1% 1%
M&A 0% -39% -94% -214% -54% -172% -26% -60% -4% -188% -26% -114% -60% -49%  -111% -56% -161% -32% -51% -58% -84% -85%
Net debt -392% -183% 106% -957% -71% 170% -82% -34% -118% 155% -40% 58% = 15% 13% 71% 16% 143% -24% 21% -17% 7% 36%
Equity 0% 0% 0% 0% 0% 0% 0% 0% 0% 7% 4% 6% 2% 2% 0% 0% 1% 0% 1% 2% -8% -1%
Dividends 0% -104% -66% -314% -35% -26% -29% -36% -59% -22% -27% -35% -34% -35% -35% -32% -42% -31% -33% -24% -28% -29%
SBB -55% -148%  -66% 0% -19% 0% -36% -12% 0% 0% -6% 0% -5% 0% -3% 0% -10% 0% 0% 0% 0% 0%
Other 0% -35% 6% -14% 2% -1% -1% -2% -2% 0% 1% 0% -3% -3% -2% -2% -1% -1% -6% -4% 2% 17%

Source: Company reports



Capital Allocation Snapshottifco 0

Capital Allocation and Cash Flows

Lifco capital allocation 20152023

120%
100% 100%
-10%
80% 1%
-11%
60%
40%
23% 0%
20%
0% 0%
0% -75% -24%
FFO NWC Capex Divestments M&A Net debt Equity Dividends SBB Other

Cash flow
FFO 100% 100% 100% 100% 100% 100% 100% 100% 100%
NWC -5% -4% -7% -14% -7% 20% -13% -27% -14%
Capex -11% -11% -11% -10% -16% -12% -10% -9% -10%
Divestments 2% 1% 0% 1% 1% 1% 0% 1% 0%
M&A -57% -142% -97% -28% -93% -49% -97% -64% -69%
Net debt -9% 64% 39% -23% 56% -9% 48% 22% 16%
Equity 0% 0% 0% 0% 0% 0% 0% 0% 0%
Dividends -25% -25% -24% -22% -26% -24% -21% -22% -30%
SBB 0% 0% 0% 0% 0% 0% 0% 0% 0%
Other -2% 2% -1% 1% 2% -6% 1% 1% 0%

Source: Company reports



Capital Allocation Snapshotindutrade 0

Capital Allocation and Cash Flows

Indutrade capital allocation 2068022

120%

0,
100% 100%
80% -14%

3%
-18%
60%
40%
26% 1%
20%
0%
_ -24% -10

0% 65% 1%

FFO NWC Capex Divestments M&A Net debt Equity Dividends SBB Other
Cash flow
FFO 100%  100%  100%  100% 100%  100%  100% 100%  100%  100%  100%  100% 100% 100%  100% 100%  100%  100%
NwC 6% -28%  -24%  -21% 27% 6% 1%  -28% 9% -71% -18% -8% 3% -25% -18% 9% -12%  -44%
Capex -18% -19%  -16% -24% -24% 21% -21% -20%  -29% @ -15%  -18%  -25%  -17% @ -18% @ -22% @ -19% @ -12%  -16%
Divestments 2% 4% 3% 3% 3% 3% 5% 5% 6% 2% 1% 2% 1% 5% 3% 4% 1% 2%
M&A -49% -42%  -58%  -45% @ -43% -111% -61% -82% -59% -60% -67% -88% -67% -36% -78% -46% -58% -80%
Net debt 63% 18% 39% 21% -3% 52% 18% 61% 11% 17% 23% 47% 8% 12% 46% -47% 27% 63%
Equity 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 6% 0% 0% 4% 2% 0%
Dividends -17% -30%  -29%  -34%  -58% -28%  -27% -38% -36% -29% -24% -27% -25% -25% -28% 0% -23%  -24%
SBB 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%
Other -83% 0% 1% 2% -1% -3% 0% -1% 0% 2% 1% 0% 0% -1% -1% -2% 2% 0%

Source: Company reports



Capital Allocatior M&A Focus 0

Capital Allocation and Cash Flows

Similarities between Addtech, Lagercrantz & Indutrade in terms of continiously high reinvestment rates

M&A as % of FFO annually M&A % of FF©cumulative
200% 100%

180% 90%

160%
80%
140%

120% 70%

100% 60% N——

80% \ 7\ /‘ﬁ\ P 50% \/
60% J / \_/ \ /T O
e / \/ 40%

20% 30%

0% 20%
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

e ndutrade Addtech Lagercrantz = Addtech Lagercrantz Indutrade

Source: Company reports



Capital Allocatior M&A Focus 0

Capital Allocation and Cash Flows

Similarities between Addtech, Lagercrantz & Indutrade in terms of continiously high reinvestment rates

10 year M&A reinvestment rates (M&A as % of FCF)
A Thischart illustratesthe 10-year reinvestmentrates as % of FCHlease
120% 110% adjustedoperatingcashflow lesscapex)

A Aslowest, thesecompanieshavespenta minimumof 40%of their FCFon

0,
100% 94% acquisition,favourablysupportedby strong balancesheetsand prudent
80U 84% 86% approachto risk and capital allocation, enablingthemselvesto pursue
80% ’ M&A opportunitiesevenwheneconomicconditionsare lessfavourable
A lllustrated by the chart, we canseethat these companieswith a longer
60% track record embracethe durability of growth (alwaysable to do M&A)
insteadof speedof growth, where they do not spendmore on M&A than
they produce in FCF (Lagercrantzoutlier due to NWGCbuild up in
40% 2021/2022that lowersthe FCF)
20%
0%
Addnode Indutrade Addtech Lagercrantz Lifco*

m Total 2013-2022 @ Low 2013-2022 < Median 2013-2022

Source: Company reports




Cash Flow Bridge: REQ Global Compounders

fa

M&A reinvestment: Predominantly séithanced; dividends excluded.

Sources & uses of cash last 15 years
REQ Global Compounders

120 %

100 %

100 %
2%

80 % -16 %

60 %

40 %

20 % 23 %

6 %

-76 %

0%
-20%
-20 %

Changes in NWC Net M&A Dividends
Gross cash from operations Capex Share issue / buyback Change in net debt

Source: Company reports

-6 %

Other cash items

Capital Allocation and Cash Flows

-10 %

Residual




CashFlowBridge: REQ Nordi€ompounders )

Capital Allocation and Cash Flows

M&A reinvestment: Predominantly séithanced; dividends excluded.

Sources & uses of cash from last 15 years
REQ Nordic Compounders

120 %

100 %

100 %
5%

80 %
-19 %

60 %

40 %

20 % 33 %

16 % -3%

0
0% -13 %
-86 %
20 % 23 %

-40 %
Changes in NWC Net M&A Dividends Other cash items
Gross cash from operations Capex Share issue / buyback Change in net debt Residual

Source: Company reports



Capital Allocation Through GFC 0

How do companies allocate their capital in different economic cycles? Capital Allocation and Cash Flows
How was capital deployed during the GFC (2R080)? A Duringthe GreatFinancialCrisis(20082010 we canseethat companies
23% allocated 55% of their operating cash flow to M&A (measured as
8000 3% operatingcashflow before changein NWC)and 37%to dividends
7000 “55%
9% . o . o .
6000 A What is interesting is that quite many companiesin the economic
downturn had a net working capital releasewhen salesfell, improving
5000 their cashflow andenablingto continueits dividendor M&A story.
4000
37% A We believethat maintainingdividendsin economicdownturns canhave
3000 1% . . . .
strong signallingeffects, hence companiesdo not want to withdraw or
2000 decreasdlividendsandindicatead O N2 R.Si€
1000
-204 8%
0 0%
-1000
FFO NwWC Capex Divestments M&A Equity  Dividends SBB Other Net debt

2008-2010 Addnode Addtech AQ Group Beijer Aima Beijer Electronics Beijer Ref Bergman & Beving Indutrade Lagercrantz Vitec Xano Industrier
Operating cash flow 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%
NwC 3% 7% -5% -12% 17% -9% 9% 2% 14% 18% 47% 11%
Capex -14% -16% -43% -21% -35% -21% -16% -23% -20% -37% -58% -37%
Divestments 22% 12% 5% 2% 3% 20% 9% 3% 1% 16% -8% 24%
Equity 0% 3% 0% 0% 1% 0% 2% 0% 3% 0% 15% 1%
Dividends -41% -46% -18% -46% -24% -41% -32% -38% -33% -58% -15% -14%
SBB -9% -9% 0% 0% 0% 0% -2% 0% -4% 0% 0% 0%
Other 0% 0% -2% 2% -2% -1% 1% -1% -1% 0% -5% -3%

Companies included;
Addtech, Addnode, AQ Group, Beijer Alma, Beijer Electronic, Beijer Ref, Bergman & Beving, Bufab, Indutrade, LagercNitez, X&hd,

Source: Company reports




Capital Allocation Through GFC

fa

How was capital deployed during the GFC (22080)?

120%

100% 100%

1% 8%
80% 19%
2008 60%
40%
1%
20% -64%
0%
-31%
-20%
Op. CF NwWC Capex Divestments M&A Equity Dividends
180% 68%
160% S0
0
140%
2009 120% -32% 2%
9 -22%
100% 100% ()
80%
60% -56%
40%
20%
0%
Op. CF NWC Capex Divestments M&A Equity Dividends
120%
0,
100% 100%
80% -18% 7%
2010 60% -17%
40%
20% 1%
0% -59%
-20% 31%
-40%
Op. CF NWC Capex Divestments M&A Equity Dividends

Source: Company reports

-1%

SBB

-1%

SBB

0%

SBB

1%

Other

-2%

Other

-2%

Other

8%

Net debt

-46%

Net debt

11%

Net debt

Capital Allocation and Cash Flows

A We observe differences both between companies, but also between
the years.

A During 2008, our selection of companies spent 64% of their
operating cash flow on M&A, compared to just 22% 2009 and 59% in
2010.

A In 2009 many companies had a large net working capital release
(68% for our selection of companies).

A In economic downturns the companies are focused maintaining
dividends and reducing their debt levels.

A We believe that a company should find the right balance and trade
off between accelerating growth through more debt and keeping
sound ovetthe-cycle leverage levels.




Capital Allocation Through GFC 0

How much was spent on M&A during GFC (in % of operating cash flow)

200% M&A % of CFO
180%
160% A Thisslidealsodisplaysthe differencebetweenthe companies
140% and yearsduring the GFQOn terms of M&A spendingand net
120% debt.
100%
A We see that companiesthat entered the GCFwith low
leveragelevels spent more on M&A (in relative terms) than

80%
thosewith higherleverage

60%
- 1) 1 .0
A Bergman& Bevingis an outlier with high M&A spendingas %

20%
of CFO,but their cashflow was boosted with a large net
workingcapitalrelease
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Cash Flow in a Downturn Scenario 0

Lessons from the Great Financial Crisis in 2008/2009 Capital Allocation and Cash Flows

The left-side chart illustrates the Net Working Capital (NWC)

movementsasa percentageof FundsFrom Operations(FFOfor
NWC % of FFO - 2008 NWC % of FFO - 2009

NWC % of funds from operations (FFO) the years2007, 2008 and 2009

100%
Studyingthe chart revealsthat during 2007 and 2008 most of
our selected companies experienced predominantly negative
NWCmovements

80%

60%
However,in 2009 all companiesdemonstrated positive NWC
movements, providing essential support to overall operating
cash flows at a time when profits, and consequently FFO,
declinedamidthe economicdownturn.

40%

20%

-20% I I
-40%

-60%

During periods of slowed growth or negativegrowth driven by
unfavorableeconomicconditions,businessegend to tie up less
capitaland,in manycasesreleasecapitalasa consequence

Forour portfolio of companieswhere acquisitionsare centralto
the strategy, this becomesparticularly significant Strong cash
flows duringdownturns,facilitated by the releaseof net working
capital, enable these companiesto consistently pursue M&A-
driven growth when organic growth decelerates, thereby
sustainingoverallgrowth.

1
1
1
1
1
1
1
1
-80% 1
1

NWC % of FFO - 2007

Addnode = Addtech m AQ Group m Bergman&Bevingm Beijer Alma m Beijer Ref m Indutrade m Lagercrantz m OEM mVitec ®mXano

Source: Company reports




In 2009, NWC Release Held up Overall Cash Flow )

On average, NWC releases compensated for 78% of the fall in FFO Capital Allocation and Cash Flows

The chart on the left illustrates the extent to which Net Working Capital (NWC)
movementsin 2009 compensatedfor the declinein operating cashflow before NWC
1o (FFO)

How much NWC releases compansated the fall in FFO

o0 Theinterpretation of the chartis asfollows:

If the figureis 100% the NWCreleasefully offset the decreasen FFO
004 If >1002%4 NWCcontributedto a higheroperatingcashflow in 2009comparedto 2008
Asevidentfrom the chart, companieson a generalwere able to maintainrobust cash
0% flowsin 2009 providingthe meansto sustainM&A activities
In periods of slowed or negative organicgrowth, operating cashflow reductionsare
typically mitigated through NWCreductions Thisallows them to continue their M&A
initiatives, capitalizing on the strengths of having dual growth engines, even in
economicdownturns

40%

20%
By adopting a prudent risk approachalongsidea strong balancesheet and high cash

flow generation,thesecompaniesot only endurechallengingeconomicconditionsbut
alsothrive, propelledby the possibilitiesoffered by their dual growth enginesthat keep
Average Median up the overallgrowth.

0%

Source: Company reports




Potential NWC Release in a Slower Growth Environment 0

If history from GFC repeats, we could expect NWC relase when growth slows Capital Allocation and Cash Flows

. NWC % of FFO _ _ _ o )
30% 27% Conductingan analysisof the cashflows of 60 Nordicacquisitiordrivencompounders,

the upper chart reveals that the average NWC tie-up as a percentage of FFO
20%
In essencepver the last twelve months, companies,on average have experienceda
negative NWCmovement of 8% a significantimprovementfrom the negative 34%
observedin 2022

10%

0% —
-10% 8% Throughout2021 and 2022 many companiesstruggledwith componentshortages,
supplychainissuesand extendedleadtimes, resultingin capitalbeingtied up in both

-20% . .
inventoryandreceivables
-30%
-29%
- 0,
-40% 34%

2019 2020 2021 2022 2023 Q3 TTM
m Average

% of companies with positive NWC movements

100% Thebottom chartindicatesa trend where anincreasinghumberof companiesare now
90% 86% releasingcapital In 2022 only 10% of companiesachievedNWCrelease, primarily
80% observedamongsoftwarecompanies

70%
Analyzinghe cashflow for the lasttwelve months,it is evidentthat the proportion of

60%
companiesdemonstratingpositive net working capital movementshasrisento 34%

50%

41% Thissignifiesa positive shift in operatingcashflow, which will reducedebt levelsand
0, 0, . . . ey .
40% 34% providefurther room for inorganicgrowth initiatives
30%
. 10%
10%
0% ]
2019 2020 2021 2022 2023 Q3 TT™M

Source: Company reports




The Value of a Strong Balance Sheet




Net Debt to EBITDevels
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@ 2007
@ 2008
@ 2009
@ 2010
e 2011
@ 2012
2013
e 2014
@ 2015
@ 2016
® 2017
e 2018
e 2019
@ 2020
e 2021

@ 2022

The Value of a Strong Balance Sheet

A What we see from the best Acquisitiordriven
Compounderdlike Addtech Lifca Lagercrantzand
Indutrade is that they exceed2.5x in Net debt to
EBITDA

A Theyalwaysoperate and think & (i K NEhel@&Of S ¢
with along-term mindset





















































































































































































































































































































































































































































































