ITALIA: Land of Lifts

A Journey into

The Italian Lift Market
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Lift in History

» Colosseum , Rome — system of
28 lifts for goods (and animals...)
to serve the arena (Il sec. AC)

» Roman Forum , Rome — system of 12
passenger lifts (4m travel height; total
power: 4 slaves)




The First (Real) Lift

» Villa Zirio , Sanremo — First modern passenger lift installed
by Stigler OTIS to facilitate movement of an important host
of the Villa : Kaiser Friedrich Ill of Prussia

» The lift is reported to be still in operation...
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The Early Pioneers

http:/lwww.gusme.it

STIGLER

S aitano
45 Torre Stigler ol Forco
' {Sempigne)

www.delcampe.net

» Officine Meccaniche Stigler
» Founded in 1885 in Milan

» 1947: Merged with OTIS Ascensori (Naples,
1922) and became Stigler-OTIS SpA with
plants in Milan and Naples

STIGLER - OTIS S.p.A.

MILAND




The Early Pioneers

> F.ILLAM.

» Founded in 1939 in Milan by
Spagnolo (formerly Stigler) &
Coppola

» The largest factory of lifts in
ltaly

» Operated for decades through
independent sales company
(“Concessionarie”), a truly
unique Italian case

» 1987: Purchased by KONE



The Early Pioneers

» SABIEM

» Societa Anonima Bolognese Industrie
Elettromeccaniche, founded in 1921 in Bologna

» 1987: Purchased by KONE for 22m$
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THE EARLY PIONEERS & ENTRAN

“CONCESSIONARIE” L Ll L
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The Evolution of the Specie

MATURITY AND

All large independent
lift manufacturers
purchased by major
multinationals in less
than 20 years



The Evolution -____o-f_; the Specie

ENTRANCE OF

THE EARLY PIONEERS & MATURITY AND

THE MULTI-

“CONCESSIONARIE” CRISIS

SABIEM

STIGLER - OTIS S.p.A.

MILANO

NATIONALS

The Independents
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The M&A process of the ‘80s and ‘90s also originated a breed of independent
lift service companies, thanks to the entrepreneurial spirit of many skilled

technicians and small owners (“Concessionarie”)

This contributed to the creation of a strong, competitive lift market in Italy



THE EARLY PIONEERS & E'II\'II]I-EAI‘\LI\ILCJ:ETEF MATURITY AND
CONCESSIONARIE NATIONALS CRISIS

Mainly 2 speeds,  Hydraulic vs. MRL Mainly MRL |
electric lifts Eamﬁ LIET
Monospace — TECHNOLOGIES
OTIS GEN2
ﬁh Smart
- : INSTALLED
850.000
o500 ] OP HFTS
SRO00 LIFTS
: COMPANIES




First European

Europe's Installed Lift Park (2012)
ltaly | s '[ _: . :_ % _: ; i 17%

Spain
Germany
France
Greece
Turkey
LLE.
Switzerland
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Czech Rep.
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Belgium
Bulgaria
Polonia
Finland
Slovakia
Morway
Hungary
Romania
Denmark
Others

" ITALY:
915.000
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Source: European Lift Association



Market Segmentatio

HIGH Hospitals

8.000

Airports, stations,
subways

Hotels 30.000

Large Retail 13.000
13.000

Industrial
20.000

R L Banks 30.000 Public

— Sector

530.000

Commercial

50.000 150.000
LOW

PRIVATE PUBLIC
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Almost 60% of the installed lifts are located in residential buildings &
houses, averaging 6 to 8 floors

Source: courtesy of Mr. G. Volpe and EFESME



Traction vs. Hydraulic

Traction Electric Hydraulic

* Installed base largely built in the ® |nstalled base largely built in the

60 70s (over 350 0001) the’80s-"90s (Up to 80% of New
* Revamped after 1390 thanks to installations were hydraulic!)

the MRL revolution
* Lower power, lower
consumption

® Easyness of installation and
maintenance

e MRL: Hi-tech / Hi-complexity: ® |arge availability of OEMs
product offered by big ® Limited number of stops
companies e low

44 %

56 %

—~———

Today the Italian installed lift base is almost equally distributed
between traction electric and hydraulic technologies



Big 4 vs. SMESs

Lift Market Shares in Europe
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“Big Fours” gained s:gmﬂcant share of the market in the past 20 years,
yet Italy maintains the most fragmented market in Europe with more
than 60 % of the lifts serviced by independent SMEs

Source: Data from Multinationals



The Itali_an- Lift Market

3.500 -
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Italy’s Lift market is being faced with a negative trend in its global value,
only partly compensated by admirable results in its export

Source: ANIE report, 2013



Strenghts

The ltalian Liit Market

Weaknesses

Largest existing lift park in
Europe

Mostly safe lifts, large diffusion
of automatic doors

Vibrant lift maintenance sector,
thousands of local service SMEs
Manufacturing companies
strongly focused on export

A tradition for compelling
national technical regulations
Skilled workforce and
technicians

Real estate crisis: end of a 15-
year long growth cycle, negative
impact on New Installations

Some manufacturing
overcapacity on components

Credit crunch: undercapitalized
SMEs faced with difficulties in
credit collection

SMEs unable to reach critical
mass on service

MOD market lagging behind

—~————

The largest European lift market, between crisis of new installations
and the great opportunity of modernizations



What's NEW?

CONSUMER'S FIXED
SPENDING INVESTMENTS
4,0

% of Change

-6,0 -

-8,0

2012 ®m2013" m2014°

-10,0 -

—~———

All major indicators indicate that the path to economic recovery is
still long. Only Export seems to help the Italian economy

Source: ISTAT
(*) Forecasts



What’s NEW?

New Installations in Italy (2008-2012)
Italian Market for

140.000 NEW (€)
120.000
* 2008: 600m€
100.000 (15% of EU mkt)
80.000
sl e 2012: 400m€
60.000 = — (9% of EU mkt)
40.000
20,000 -
2008 2009 2010 2011 2012
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In a European market which partly recovered from the big downturn
of 2007-08, Italy’s NEW market is still suffering

Source: ELA



What’s NEW?

Where Crisis hit the most (2008-2012)

®-63% ®-54%
®-36% ®-33% Europe: in
excess of
290 Ac o 37.000 lifts and
NETHERLANDS *-32% *-45% 780 million €
] ] lost from 2008
*-78% *-75% to 2012!

- 4% ®- 8%

Source: European Lift Association



What's NEW?

Total Construction Output (% change inreal tenms)

Edtirrate Forecasts OLticok Edtirrate
Country 2009 2010 201 2012 2B 2014 206 2012
Austria 71 27 44 15 08 10 15 33450
Belgium 21 04 40 02 01 04 15 3 766
Cenvrark 121 83 52 1 30 33 4D %318
Finland -106 65 24 -38 -12 05 18 28589
France -15 -548 43 03 -33 -08 0sg 211080
Gerrary 23 25 52 -1.2 12 20 09 275254
Irelansd 8 %3 184 171 -8\ 16 A1 741
I[tahy 83 58 -2.6 -58 =37 -0.3 1.1 172 ng_l
Nethenands -0, -1t|,1 24 -2 -a4d -Uf 4h M2
Nonaay -1.7 -1,0 50 54 57 46 35 46 376
Portugal 88 82 -10,0 -155 -18,0 =35 10 17 584
Sain -2 17,7 =203 17 -238 -7 -15 73760
Saeden 5B 44 29 -29 -08 a5 21 32 630
Snitzerdand 35 28 27 05 05 14 08 52 (85
Lhited Kingdom -125 69 2.1 -80 -20 1,4 3.2 168 941
Western Europe (EC-15) 93 34 00 54 2.7 05 16 1248 168
Czech Republic -14 7.2 40 -74 -6,1 22 -08 16463
Hingary -10,0 -8.3 -82 -54 25 &0 4B 7480
Pdard 48 46 11,5 0o -56 06 50 45980
Slovak Republic -128 -36 -28 -138 -20 29 45 4 595
Eastern BEurope (ECH) 04 08 43 3,2 47 06 3.7 74518

EUROCONSTRUCT Countries (EC-19) 89 33 03 53 28 05 1 Fi 1322

Sewroe: FURCOONSTRLCT, Jure 2013 (milfonewro a 2012 prices)



What’s NEW?

»\Which Outlook for the Itallan NEW
Installation market?

» NEW Market for Lifts stricly tied to new construction market

» The pressure on Italian constructions will lead to a lower
output in 2013 which is expected to decrease by 3,7%
(Europe: -2.8%) compared to the previous year

» No significant signs of recovery before 2015 !
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A Country dedicated to EXPOR

Export of Complete Lifts, Export of

Escalators and Components Components for Lifts
(% of world export) (% of world export)
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35,00% 35,00%
30,00% 30,00%
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15,00% - 15,00%
10,00% - 10,00% +—
5,00% - I I 5,00% +— I I
0,00% - . - 0,00% . T . T . . . T
China Italy Germany Spain France Others Italy China Spain  Germany France Austria Others

—~———

With hundreds of manufacturing companies strongly focused on
export, Italy maintains a dominant position in the World export of
complete lifts and components

Source: ANIE report, 2013



A Country dedicated to EXPOR

Italian Export
= 3x Import
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A Country dedicated to EXPOR

Italian Lift Components Manufacturers focused on Export:

METALWORKS - ENGINES
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MOD: Last Goddess”

1989 -

1980 -

2008

1899

1974 -
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1556

Before 1956

- 1965

1lsg2

1973

0% 5% 10% 15% 20% 25% 30%

—~————

Ageing Italian lift park: 58% of installed lifts with more than 25 years :

Source: ANACAM

over 500.000 lifts requiring partial or complete renovation!



I\/IOD Last Goddess

Italy still lagging behind on
implementing national
legislation on
modernizations

(“Scajola Decree still on
hold”)

SNEL norm implemented through
national decree

National legislation under preparation

No national legislation in effect /

No information
Source: ELA (2013)



Estimating the MOD marke

Modernization Market in Europe (2012)

France
Germany
U.K.

Spain
Sweden
Switzerland

The Netherlands

Italy Same as

Belgium??

Belgium

Austria

Czech Republic
Denmark
Norway
Portugal
Poland

Finland

Hungary

€0 €100.000 €200.000 €300.000 €400.000 €500.000 €600.000 X1000

Source: European Lift Association



Estimating the MOD marke

Modernizations in Italy (2009-2012)
Italian MOD

S Market (€)

1.800

1.600

e 84m€in 2012
1.400 (only 5% of Total EU

i mkt for MOD !)

1.000 M Italy
b * |Is French MOD
800 urope
g Market really 5,5

000 times bigger?

400

200

2009 2010 2011 2012

—~————

Modernization market in Italy still marginal, but data collected at
European level might be badly underestimated

Source: European Lift Association



Estimating the MOD marke

European Modernization Market Estimate (2014)

Italy

Spain

France

Greece

U.K.

from 60% to 85% of
existing lifts
> 20 Years

Modernizations to
be completed In
5-15 years max.

: Estimated Italian
MOD Market:

300 Million

0 100

Source: European Lift Association + Estimates
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300
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Lq__c)-_l__-_(ing Ahead

» With the end of real estate cycle, the Italian (and  European) new
lift market has lost most of its value and there ar e few signs of
recovery

» An impasse in the national legislation is depressin g the Italian
modernization market, though its potential is impres sive

» Strong pressure on price of products and services, credit crunch,
market fragmentation created an extremely tough and competitive
environment

» Small & Medium lift companies resisted the competit ijon from
larger, more structured service companies by offeri ng truly local
and tailored service

> True ltalian excellence and vitality is represented by a breed of
manufacturing companies which invested in product d esign,
technology, process and are strongly focused on exp ort






