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1 GDP of BRIC

Most of the future economic growth will be achieved

by BRIC countries

Incremental GDP PPP b growth 2005 — 2030F BRIC > 50%

BRIC countries will represent over
25.6%  3apan (incl. Australia half of the world_s incremental GDP
100% - New Zealand) PPP grovvth until 2030
Canada China will take the biggest chunk of
80% - 24.7% United States the GDP PPP growth with more
~ Other Central and South Africa than 30%. This number alone is
60% - ~ Rest of Asia higher than the combined growth of
19.4% _ - Africa North America, Europe and Japan
_ Brazil ~ Middle East . .
= (incl. Australia and New Zealand)
40% - .
30.3% - Ll These numbers by themselves
should justify a strong foothold into
20% - _ the BRIC markets
— China
0% -
BRIC countries
1) Purchasing Power Parity Source: Global Insight, Inc., Arthur D. Little analysis
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1 GDP of BRIC

The GDP growth will make the BRIC-economies threet imes larger than the entire world
economy today and will change the ranking of the wo rld’s largest economies significantly

Expected GDP growth of BRIC and G7 Largest economies in the world — 2050
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Today BRIC's GDP is a mere 1/5 of the combined G7 GDP
By 2025 BRIC’s GDP will be almost at par with G7’s GDP
By 2050 BRIC's GDP will have outgrown G7's GDP by more than double

By 2050 six of the largest economies will be emerging markets
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2 The BRIC Battle

The middle segment will be the key driver of growth In emerging markets

The emerging economies’ product positioning pyramid

Premium

Global renown brands from developed markets with
high-quality products, full-service support and
premium pricing

Products with good basic functionality, but
without full range of differentiating product and

Middle segment

service features, yet at highly competitive prices

Products with limited functionality and

service at low prices

\
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2 The BRIC Battle

The growth of the middle market is providing a dome stic market for many companies eager to
use it as a stepping stone into developed countries

Growing middle segment in emerging markets

Opportunity for domestic players Threat to MNC

Bigger domestic market as ‘training centre’ for emerging Losing market share at home to aggressive companies from
market players emerging markets

Increased professionalism Emerging market champions operate on a lower cost base
Local companies engineer new products on a simple Pro-active dealing with emerging market players before they
platform instead of de-engineering on an expensive platform enter developed markets

Ongoing polarization in mature markets Keep your friends close but your enemies closer

Local champions seize the opportunity to grow abroad

Whether or not MNCs are present in
emerging markets, they will have to be
able to deal with local champions
pushing into developed markets
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2 The BRIC Battle

Arthur D. Little researched numerous companies in a wide range of industries to find the most
successful emerging market approaches

Selection procedure

Screening more than 400 companies In depth analysis of more than 60 Analysis of the top 5 companies
) _ _ companies )
Range of various industries Key features of emerging market
. ) BRIC turnover share 2005, 2006, approach
Accounted for geographical variety 2007
— Europe Evaluation of future market chances
Average annual BRIC turnover growth
- Us rate from 2005 to 2007
— APAC

Accounted for differences in industry
standards

Evaluation of companies’ strategic
emerging market approach

Research of key elements of
successful emerging market approach

BRIC® AWARD

Artlur D Little 8



Arthur P Little

2 The BRIC Battle

Only one third of the companies analyzed can achiev e an above average turnover share of
BRIC countries in 2007

Share and growth of BRIC turnover of MNCs in compari  son to GDP

share and growth of BRIC countries
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Source: Arthur D. Little analysis of 60 company samples of 76 companies; GDP figures from IWF
BRIC @AWARD Note: 1 Average yearly increase of BRIC turnover share by MNCs’ total turnover 2005-2007
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2 The BRIC Battle

The strategy on where and how to compete should com bine three ingredients — FIGHT,
FOCUS and SIMPLIFY

Where to compete? 3

FOCUS:
Establish a growth platform, and then invest with - q
priority in regional clusters which can still provide | & ;Ltile;r‘zﬂfs /

dominance potential

Emerging SIMPLIFY:

FIGHT: : :
Market Step beyond “de-engineering” of

International brand power with

emerging champion go-to-market Strategy mtlernalt'lonal ?r(?cductsi"deyelop fE,JIIy
approaches ocalized platforms “inside out
Price — Foreign brand— Chinese brand High-quality Localized design

A

~ Steel ‘One

~—— Welded single part
. } Pure of copper
{Premlum Coppel‘ plated
| steel
Quality | How to compete?

Source: Arthur D. Little analysis
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3 Winning strategy

Nokia, Metso, Alfa Laval, Zegna and Indesit showed a  high turnover share of and growth rates
in BRIC countries and a convincing strategy for fur ther expansion in emerging markets

TOP 5

First Rank BRIC turnover share

30% oy 2% 25% 21%
0% 21% 0 +7% p.a.
13% Turnover share
. 0 1 . | | growth
Connecting People ||«
2003 2004 2005 2006 2007 2008

Runner-ups

( ) metso e

SRl Ermenegildo Zegna

’|

(1) inpbesIT
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3 Winning strategy

During the 90ies, Nokia had a fair share of the Chi  nese mobile phone market which it lost to
domestic players in between 1999 and 2003

Decreasing market share Market size and share (Chlna)

In the 90ies, the Chinese handset market was dominated by 180 - - 20
foreign players and Nokia focused on first tier cities
160 - 8 - 18
140 - - 16
In 2003 the Chinese mobile phone market was dominated by - 14
both domestic and international players with no player having 1207 i
a clear competitive edge 100 - 12
- 10
80
-8
The mid segment showed a high demand for mid- to low-end 60 5
handsets and domestic players seemed to have the most
favorable competitive starting position 40~ -4
20 - -
. . . . 0 0
Nokia was perceived as a premium brand serving the 2002 2003
customers at the top end of the pyramid
[ Sales volume (in m units) —&— Market share

Source: Arthur D. Little analysis, Institute of Developing Economies, Gartner Consulting Inc., CCID Consulting, Nokia Financial Report
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3 Winning strategy

As a result, Nokia decided to FIGHT actively for ma  rket share and adapt their products to the
needs of local customers

Nokia decided to actively leverage its brand and to combine it with a domestic go-to-market approach

It expanded its distribution channels and opened various sales centres beyond first tier cities

It introduced models that were targeting the specific needs of Chinese customers

Nokia launched simplified models that were cheaper and could compete with prices of domestic companies

Nokia managed to compete on the same level with dom  estic brands and “FIGHT” its way to market
leader position

BRIC @AWARD Source: Arthur D. Little analysis

Artlur P Little 14



Arthur P Little

3 Winning strategy

Subsequently, Nokia regained its former market posi tion and can now benefit from its leader
position in the meanwhile vastly grown market

Nokia

Market size and share (China)

Dominant market position

180 - s Nokia managed to become market leader in China
160 - , 40 China has become Nokia’s biggest market (EUR 5'916m
)A 38 sales in 2008)
140 - B T - 35 , _ , , _
/‘34 India, Russia and Brazil also belong to Nokia’s ten biggest
120 - / - 30 markets
100 - o4 - 25
80 1 18 - 20 Nokia has been very successful in pushing into the Chinese
60 - / &5 s market by
40 - i1 10 — FOCUSIng on certain regions in a first phase
— FIGHTIng for market share by leveraging its brand name
20 S — SIMPLIFYing its products according to local customer
0 0 needs
2002 2003 2004 2005 2006 2007 2008
[ Sales volume (in m units) —&— Market share
BRIC @AWARD Source: Arthur D. Little Analysis, Institute of Developing Economies, Gartner Consulting Inc., CCID Consulting, Nokia Financial Report
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3 Winning strategy

In India, Nokia has launched a mobile service fora  gricultural information, education and
entertainment

Nokia: Life Tools

Nokia recently launched Life Tools which offers mobile

information services for Tul I3(B)  0%298Tall I3(B)  0%:34
~ Ag riculture Sgriculture [ Aariculture

. . . _ figriculture I Hews & fins

— Market prices (input prices and output prices) package I.E,l P |-

— Weather News & tips ==

- NeWS and tlps T zl;:-:rt-penapps_

. Go to 0vi webs.
— Education
Dutbox

_ Entertalnment SEIE[t EIEII:l'iZ: Set as default

Tull I (8) 09:36 @ Tull I3 (8) 09:37

It was very difficult for farmers to get market information Edugation Ertertamment

Learn English ;ﬁ

General ﬁ
knowledge

Exam results H

select  pack

The service can be used on two Nokia phones starting at

around EUR 35

Nokia offers a SIMPLE model meeting customer needs,
FOCUSES on a side market and FIGHTS for market share
leveraging its brand

Astrology ﬁ I

I News alerts

4

Select  pack

Nokia 2323

Source: Arthur D. Little Analysis, Nokia website, Softpedia, New Technology India
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3 Winning strategy

Nokia is committed to emerging markets and further diversifying its range of mobile phones
for customers in these markets

Nokia — committed to emerging markets
What the press says

Nokia unveils five dirt-cheap phones
by Stevie Smith - Nov 4 2009, 16:00

The apparently 'upper' tier 2690, Image: Mokia.

Source: The Tech Herald

BRIC® AWARD

Artlur P Little 17



Arthur P Little

Content

The BRIC Battle

1 GDP of BRIC

2 The BRIC Battle

3 Winning strategy

4 The BRIC Battle 2010

BRIC® AWARD

Arthur D Little

18



Arthur P Little

4 The BRIC Battle 2010

Arthur D. Little is currently perusing a BRIC Battl e 2010 study

BRIC turnover share
and growth rate

Application of Fight,
Focus and Simplify

Degree of
Simplify

Champions from
Emerging markets
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How much turnover do successful MNCs generate in BRIC
countries?

How do successful companies in emerging markets app ly
Fight, Focus, Simplify?

What degree of simplification is necessary to be su ccessful in
emerging markets?

What is the strategy for an emerging market champio n to leap
into developed markets?
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Contact — S&O — Strategy

For more information on the S&0O Solution Emerging Ma rket Strategy

Kurt Baes

Principal

Strategy & Organization and Operations Management
Office Shanghai, P.R.China

M: +86 136 36364456

E: baes.kurt@adlittle.com

Professional background
12 years within ADL working in Operations Management and Strategy & Organization
Head of Greater China Operations Management practice
Focus on Manufacturing and Energy/Utility industries
BA in Business from K.U.Leuven, MBA at Cornell University (NY, USA)
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