Annual Report 2009 I Operations and strategy

From a
manufacturing
company...

] Electrolux




Contents

CEO statement

The world of Electrolux
Trends

Electrolux operations
Consumer Durables
Kitchen

Laundry

Floor-care

Europe

North America

Latin America
Asia/Pacific
Professional Products

Electrolux strategy
On the right track
Product development
Brand

Innovative products
Costs

Financial goals
External factors
Next step
Sustainability
Employees
Remuneration

The share

Risks

Financial review

The story of Electrolux
Board of Directors
and Auditors

Group Management
Events and reports

Contacts

Peter Nyquist

Vice President Investor Rela-
tions and Financial Information
Tel. +46 8 738 67 63

Investor Relations

Tel. +46 8 738 60 03
Fax +46 8 738 74 61
E-mail ir@electrolux.se

OPERATIONS AND STRATEGY

ANNUAL REPORT 2009

Despite very tough economic conditions, we
succeeded in achieving results for 2009 that
were among the best ever. Taking action to
enhance our competitiveness and continuing
to implement an offensive strategy enables us
to strengthen our profitability and our posi-
tion.

CEO statement, page 2.

”On the right track”. Electrolux performance
during the recession shows the effectiveness
of the strategy. Innovative products, invest-
ment in the Electrolux brand and a focus on
strong cash flow and cost efficiency have paid
off.

Electrolux strategy, page 30.

The share price development for the Electrolux
B-share in 2009 was the best in the company’s
history. The main factors contributing to the
Electrolux positive share price development
was a low value at the start of 2009 and the
strong improvement in income.

Electrolux and the capital market,
see page 58.

Part 1 describes Electrolux
operations and strategy.

corporate governance report.

Part 2 consists of the financial
review, sustainability report and
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CONSUMER

PROFESSIONAL

DURABLES

PRODUCTS

Electrolux offering

Category

Products

For household kitchens throughout the world Electrolux sells
cookers, ovens, refrigerators, freezers, dishwashers, hoods and
small appliances. The increasing role of the kitchen as a meeting
place for family and friends gives Electrolux a unique display
area.

Washing machines and tumble dryers are the core of the Electrolux
product offering for cleaning and care of textiles. Innovations and
a growing preference for higher capacity, user-friendliness as
well as lower consumption of water and energy are driving
demand for Electrolux products.

Electrolux vacuum cleaners and accessories are sold to con-
sumers worldwide. A strong, global distribution network and an
attractive product offering are important competitive advan-
tages. All production is located in low-cost countries.

Electrolux sells a range of products for professional kitchens and
laundries. High productivity, maximum utilization of resources
and an extensive service network are key factors for purchases
by professionals. Electrolux has a global presence, and is largest
in Europe.

I\ Share of Group
net sales

Electrolux — a global leader
with a customer focus

Electrolux is a global leader in household appliances and appliances
for professional use, selling more than 40 million products to cust-

omers in more than 150 markets every year.

The company focuses on innovations that are thoughtfully
designed, based on extensive consumer insight, to meet the real
needs of consumers and professionals. Electrolux product range
includes cookers, ovens, hoods, refrigerators, freezers, dishwash-
ers, washing machines, tumble-dryers and vacuum cleaners under
esteemed brands such as Electrolux, AEG-Electrolux, Eureka and

Frigidaire.

In 2009, Electrolux had sales of SEK 109 bilion and 51,000

employees.



Electrolux business areas

Operating
Net sales income Development 2009

Consumer Durables 38%
Europe

Consumer Durables Q
North America

Operating income was substantially higher. Factors
contributing to the improvement included a positive
price and mix development and lower costs for raw
materials. Personnel cutbacks and other cost-cut-
ting measures also contributed to the improvement
in income.

Operating income rose considerably, despite lower
volumes. Factors contributing to the improvement in

28% income included a positive price and mix development,

higher internal efficiency and lower costs for raw materi-

als. The re-launch of new products under the Frigidaire
brand contributed to mix improvements.

Electrolux sales volumes showed a continued
increase in comparison with 2008. Sales were sub-
stantially higher, and the Group captured additional
market shares in Brazil. Operating income improved
on the basis of positive price and mix development
and lower costs for raw materials.

Consumer Durables
Latin America

Consumer Durables V
Asia/Pacific
and Rest of world

Sales rose on the basis of higher sales volumes and
maintained price levels. Operating income showed
an improvement as a result of positive development
of raw materials and sales prices as well as cost-
cutting programs. The operation in Southeast Asia
continued to show good profitability.

Operating income and margin declined somewhat
on the basis of weakening markets and lower vol-
umes. The results continued to show a stable devel-

Professional Products
opment, however.

Net sales

SEKm
120,000

—SEK
109,132m

90,000

44%

Operating income”
SEKm

6,000

1) Excluding items affecting comparability.




2009 a summary of a successful year

Sales declined in comparable currencies due
to weak demand on most of Electrolux main
markets.

Operating income improved on the basis of cost
savings, higher prices, improved mix and lower
costs for raw materials.

Launches of new products particularly in North
America and Latin America contributed to an
improved product mix.

Products
Brand
Cost

Froma
manufacturing
company...

On the right track

Electrolux performance during the recession shows the effective-
ness of the strategy. Innovative products, investment in the
Electrolux brand and a focus on strong cash flow and greater cost
efficiency have paid off. Electrolux will emerge stronger than ever
from the recession.

Despite deteriorating market conditions in recent years,
Electrolux has successfully applied the strategy. This involved the
largest product launches in company history. Comprehensive
launches were implemented in Europe in 2007 and in the US in
2008. They resulted in an improved product mix.

Results improved in all regions.

Strong cash flow generated by improvements in
operating income and working capital.

The Group’s ongoing structural efforts to reduce
tied-up capital contributed to the strong cash flow.

Extra payments of SEK 4 billion to Group pension
funds reduced balance-sheet risk exposure to
pension commitments.

..to a
consumer-driven
company

Prices have been raised and maintained in the face of declining
demand. Manufacturing efficiency continued to increase, as
production was relocated to low-cost countries and measures
were implemented to reduce the production-cost structure.

The Group’s structural efforts to decrease tied-up capital in the
working capital have contributed to the strong cash flow in 2009.
The potential for profitable growth is better than ever. On the
whole, the Group’s response to the recession will enable
Electrolux to be stronger when demand recovers.
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Tackle the climate challenge

Consumers can reduce their carbon
footprint as well as save energy and
money by replacing for example their
ten-year old laundry products with
new ones. Electrolux Eco Savings
helps consumers calculate how much
their households can save by upgrad-
ing old appliances based on the coun-
try and city that they live in. Visit

The potential savings are pre-
sented based on the user’s
selection o

Smw how much yees can contribais
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| part 1 | product categories | consumer durables | floor-care

Electrolux

Floor-care products

Although the design of vacuum cleaners reflects regional differences, the cleaning performance
and function are the most important factors for purchasing decisions. As one of the few world-
wide producers of floor-care products, Electrolux can focus on global product development.

Consumer trends
The trends for floor-care equipment have been largely unchanged in
recent years. The growing number of smaller households has gen-
erated a need for compact, efficient vacuum cleaners. Consumers
prefer units that feature strong suction and are ergonomically and
user-friendly. The importance of design continues to increase, as
growing numbers of consumers want a vacuum cleaner that can
be left in sight and used for short, daily cleaning sessions.
Although energy-labelling for vacuum cleaners has not yet been
introduced, there is a growing demand for energy-efficient products
that are based on sustainable production and made of recyclable
materials. Many producers are redesigning existing models and
launching them as new environmentally-friendly vacuum cleaners.

The market

The floor-care products industry has become more globalized
than the appliance sector, and most vacuum cleaners are now
produced in low-cost countries. For many years, the market fea-
tured declining prices as well as a larger offering of low-price
products. In recent years, higher-priced vacuum cleaners with
innovative functions have shown the strongest growth. These
innovative products include bagless models and handheld, cord-
less designer units.

Electrolux floor-care products
Market position
Electrolux is one of the leading producers of floor-care products in
the world and one of few with a global distribution network. The larg-
est markets are North America and Europe. Electrolux is the market
leader in central vacuum cleaners and has a significant market share
in accessories.

All' Electrolux vacuum cleaners are produced in low-cost
countries. Although there are regional differences in design, the

Floor-care products, share of Group sales

Small appliances, such as toasters,
coffee machines and irons, amount
for approximately 10% of sales within
the floor-care operations.

cleaning function is of decisive importance throughout the world.
As one of the only worldwide producers of floor-care products,
Electrolux can focus on global product development.

Brands

In Asia and Latin America, all Group vacuum cleaners are sold
under the Electrolux brand. In Europe, Electrolux is the main
brand, but is complemented by others such as Volta, Tornado,
Progress and Zanussi. Most of the units sold in the US are under
the Eureka brand, but sales of more exclusive Electrolux-branded
vacuum cleaners are increasing.

Innovations

Continuous development of innovations as well as models with
attractive design for which consumers are willing to pay higher
prices are prerequisites for success. The Electrolux UltraOne was
among the three new models launched in the premium segment
in Europe in 2009, and was named the best vacuum cleaner in the
market in a number of tests. The UltraOne features a powerful
motor, a low noise level and efficient energy consumption, which
have contributed to improved income for the Group’s floor-care
operations. See page 38.

Increasing demand for vacuum cleaners with good environmen-
tal performance has created a new niche-market. Electrolux has
developed and launched several energy-efficient models made of
recyclable materials, such as the Electrolux UltraSilencer Green.

The launch of the cordless, hand-held Electrolux Ergorapido in
2004 brought the vacuum cleaner out of the closet and into the liv-
ing room. It has also been featured in design museums. Several
new versions of Ergorapido have subsequently been developed,
featuring new colors and improved functionality. The latest addition
to the family is the energy-efficient Electrolux Ergorapido Green.

Accumulated sales volumes of cleaner
Electrolux Ergorapido

Million units

4 More than 3.7 million units of the
cordless stick cleaner Electrolux

3 Ergorapido have been sold since the

launch. The second generation of
Ergorapido was launched in Septem-

2 ber 2007 and Ergorapido Green with
superior energy-efficieny was
launched in 2009.
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ULTRASILENCER

www.electrolux.se/ultrasilencer
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The lab report indicates how
much music will improve the
results of vacuum cleaning.
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The concept product gives insight
on what the future might hold in
terms of music vacuum cleaners.

The play lists section allows
users to share their music
tips for optimal vacuuming
results based on housing
conditions.



| part 1 | business areas | consumer durables | europe

Consumer Durables, Europe

Electrolux continued to capture market shares in the profitable segment for built-in products.
Three new products were successfully launched in the premium segment for vacuum cleaners.

Share of sales
38%

Share of operating income
41%

Operating income improved substantially on the basis of a positive price and
mix development, lower costs for raw materials and personnel cutbacks.

Group sales of floor-care products declined as a result of lower sales
volumes, and operating income was lower.

The market

The European market for household appliances amounted to
approximately SEK 200 billion in 2009. Demand declined as a result
of weak economic conditions, but the rate of decline was lower in the
fourth quarter. Demand in some markets, such as Germany, France
and Italy showed some stabilization towards the end of the year.
The market in Eastern Europe declined sharply in 2009. Demand
for vacuum cleaners was weak in all segments and regions.

Specific product categories showed growth despite the general
downturn. In addition, energy- and water-efficient products
showed continued growth, largely because they offer lower run-
ning costs during their life-cycles.

The complex European market includes a number of produc-
ers, brands and retailers. Considerable variations in consumer
behavior and a low level of consolidation among producers have
led to downward pressure on prices in recent years. However,
prices rose somewhat in 2009 despite the sharp downturn in mar-
ket conditions. The price increase resulted from several factors,
including low inventory levels at retailers as well as a reduced
potential for cutting production costs.

Net sales and operating margin

SEKm %
50,000 10
40,000
30,000
20,000
10,000

0
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I Net sales

== Operating margin

Retailers

The European market features many small, local and independent
retail chains that focus on electrical and electronic products as
well as kitchen furnishings. Strong organic growth for retailers in
recent years has retarded consolidation. In 2009, retailers cut
inventories to historically low levels. Vacuum cleaners are sold
through the same channels as household appliances as well as
through supermarkets.

Kitchen specialists currently account for approximately 25% of
the total value of the market for appliances in Western Europe. The
corresponding figure for Germany and Italy is approximately 40%.

Sales on the Internet continued to increase. Showrooms in
which producers display their offerings are becoming more wide-
spread and offer consumers an opportunity to inspect products
prior to purchase.

The Group’s position

Electrolux strengthened its positions in appliances and vacuum
cleaners during the year. The Group captured market shares in the
profitable segment for built-in kitchen products. Three new prod-
ucts were launched in the premium segment for vacuum cleaners.
Positive price and mix development, lower raw material costs and
lower costs resulting from cost-cutting measures contributed to the
improved results.

Eastern Europe accounts for approximately 20% of Group
sales of appliances in Europe and approximately 15% of sales of
vacuum cleaners. The greater part of Group sales of consumer
products in Europe are through retail chains and buying groups,
but the share sold through kitchen specialists is growing. In the
course of the year, Electrolux implemented a comprehensive
launch of a new series of appliances in all IKEA stores in Europe.
The German Quelle chain, which was previously a major Group
customer, was declared bankrupt at the end of 2009

Shipments of core appliances in Europe, excl. Turkey

Million units Industry shipments of core
80 appliances in Europe
decreased by 11% in 2009
m in comparison with the
60 previous year. Demand in

Western Europe declined

by 6% and demand in
40 Eastern Europe decreased
by 25%. However, some
major markets, such as
France, Germany and ltaly,
showed a slight increase
in demand in the fourth
quarter.

40
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The Electrolux Real-
Life™ range of dish-
washers is tailored

for “real life”. Greater
capacity and standard
external dimensions pro-

vide space for large pizza

plates, large wine glasses

and bulky pots. The new

FlexiSpray ensures clean dishes irrespective of the
load.

Energy consumption during a washing-cycle
in the AEG-Electrolux Super-Eco is approx.
83% lower than for an average comparable
cycle at a water tem-

perature of 40°. Wash-

ing performance is

largely identical.

O

O

Launches of new products in, e.g., the
profitable built-in segment generated
an improved mix for the European
operation.

Products from Green Range continued to record
good sales. Energy- and water-efficient perfor-
mance enables lower life-time costs for consumers
as well as higher margins for Electrolux.

proved

MIX

EUROPE

Market shares

17% core appliances The new Electrolux ReallLife™ dish-
washers feature a program for auto-
matic sensing of washing requirements
that consumes
only 8 litres of
water during a
washing cycle.

14% floor-care products

Markets and competitors Estimated market volume for built-in segment in Europe

CORE APPLIANCES VACUUM CLEANERS Million units
Major markets Major markets 35
e UK ® France
* Germany ® Germany 28 [ Built-in, 31%
* France s UK I Free-standing, 69%
® Russia o1
Major competitors

Major competitors ® Dyson 14
® Bosch-Siemens * Miele
 Indesit ® Bosch-Siemens
* Whirlpool o TTI Group (Dirt Devil and Vax) 7

0

00 09
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| part 1 | business areas | consumer durables | north america

Consumer Durables, North America

In 2008, a comprehensive range of household appliances under the Electrolux brand
was launched in the premium segment. In 2009, this was followed by a re-launch of

the brand Frigidaire in the mass-market segment.

Share of sales
33%

Share of operating income
28%

Operating income rose, despite lower volumes. Factors contributing to
the improvement in income included a positive price and mix develop-
ment and lower costs for raw materials.

Group sales of floor-care products increased somewhat as a result of
higher volumes. Operating income and margin were in line with 2008.

The market

In 2009, the market for household appliances in North America
amounted to approximately USD 23 billion, corresponding to
approximately SEK 175 billion. Market demand declined in the
three first quarters of the year. In the fourth quarter demand
increased, following thirteen consecutive quarters of decline. At
year-end 2009, demand was at the level of late 1990’s.

The market in North America is more uniform than in Europe,
which has led to a relatively high level of consolidation among
producers as well as retailers. Although consolidation was previ-
ously accompanied by stable prices, in 2009 there was down-
ward pressure in a number of product categories as a result of the
sharp decline in demand.

Asian producers of household appliances have historically had
relatively limited market shares in North America, mainly as a
result of high costs for transport. This situation changed in 2009,
because of the increased presence of LG of South Korea, particu-
larly within washing machines. In terms of vacuum cleaners, Asian
producers have been competitive for many years.

Net sales and operating margin

The appliances sold in North America are often larger than those in
other markets, as shown by the popular side-by-side refrigerators.

Retailers
Approximately 60% of all appliances in the US are sold through
four large retailers, i.e., Lowe’s, Sears, Home Depot and Best Buy.
Sears and Home Depot also have strong positions in Canada.
Vacuum cleaners are sold mainly through supermarkets. A large
part of sales through retailers are driven by marketing campaigns.
Kitchen specialists like those in Europe account for only a small
share of the market. Kitchens are usually built on-site by construc-
tion companies, which also purchase household appliances.
Appliance producers have therefore focused their marketing on
such companies, instead of targeting consumers. This situation is
changing, and as in Europe consumers are showing greater inter-
est in uniform, well-designed appliances.

The Group’s position

In 2009, the Group implemented a re-launch of the Frigidaire-
brand for the mass-market segment. The innovative appliances
achieved good market acceptance and contributed to strength-
ening the Group’s market position. From 2008 onward, appli-
ances for the premium segment have been sold under the
Electrolux brand, and products for the super-premium segment
are branded Electrolux ICON™,

The Group has a strong position in the premium segment on
the basis of the comprehensive launch of Electrolux-branded
products that was implemented in 2008.

The Group’s vacuum cleaners are sold mainly under the Eureka
brand. The Electrolux brand is used for specific innovative prod-
ucts. A new concept was developed during the year in coopera-
tion with the 1,700 Lowe’s retail outlets, which involves a separate
shelf in the store for Electrolux-branded vacuum cleaners.

Shipments of core appliances in US

SEKm % Million units Industry shipments of
50,000 10 50 core appliances in. the US .
decreased by 8% in compari-
40,000 8 son with the previous year.
40 Demand increased in the
30,000 6 h
fourth quarter, following
20,000 4 30 13 consecutive quarters of
10,000 2 decline.
’ 20
0 0
05 06 07 08 09 10
mm Net sales

mm  Operating margin
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Retailers and competitors

CORE APPLIANCES

Major retailers
® Sears

* Lowe’s

e Home Depot
® Best Buy

Major competitors
e Whirlpool

* General Electric

° LG

Market shares
23% core appliances
19% floor-care products

For each Frigidaire Professional
double-oven sold

during the fourth quarter
of 2009, Electrolux
donated USD 100 to
”Save the Children”.
The total donation
from Electrolux will
amount to

USD 325,000 and will
be contributed in
cooperation with
brand ambassador
Jennifer Garner.

VACUUM CLEANERS

Major retailers
* Lowe’s

® Sears

* Wal-Mart

Major competitors

e TTI Group (Dirt Devil
and Hoover)

e Dyson

® Bissel

Vacuum cleaners for the pre-
mium segment under the
Electrolux brand have a sep-
arate shelf with

1,700
Lowe’s
outlets.

Electrolux-branded appliances were launched
in the premium segment in 2008 and
20009. Electrolux now has a

strong position in this profit-
able segment.

Comprehensive launches of new pro-
ducts under the Electrolux brand in 2008
and the re-launch of Frigidaire in 2009
G enabled improvement of the product

mix. Electrolux now has a strong prod-
uct offering in North America.

New

oroducts

Estimated value segments on US market

I Mass market, 61%
[ Premium segment, 26%
I Super-premium segment, 7%

[ Low-price segment, 6%

During the second quarter of 2008, the Group launched a new
product range under the Electrolux brand in the premium seg-
ment and during 2009, Frigidaire was re-launched in the mass
market.

21



annual report 2009 | part 1 | business areas | consumer durables | latin america

Consumer Durables, Latin America

Electrolux is the second largest producer of household appliances in Brazil, and the largest producer of
vacuum cleaners. The Group is now working on strengthening its positions in the rest of Latin America.

Retailers
Consumer Durables Latin America’s share of sales and

operating income 2009 Regional and local retailers in Latin America show a high degree

of consolidation. Sales are driven to a great extent by campaigns,
Share of sales Share of operating income

13%

\ S

Sales were substantially higher, and the Group captured additional mar- )
ket shares in Brazil. Operating income improved on the basis of positive ond largest producer of household appliances. The Electrolux

price and mix development and lower costs for raw materials. brand is strongly positioned in all segments, on the basis of inno-

as most purchasing decisions are made in stores, where produc-
ers maintain their own sales people.

The Group’s position
Brazil is the Group’s largest market in Latin America. Electrolux

has achieved profitable growth in Brazil and is the country’s sec-

vative products and close cooperation with the leading retail

hains.
The market chans

The market for appliances in Latin America amounted to approxi-
mately SEK 85 billion in 2009. Brazil, Mexico and Argentina are
the largest markets. Demand in Brazil is estimated to have risen
during the year, partly as a result of government stimuli in the form
of lower taxes on domestically-produced appliances, as well as
lower interest rates and greater access to credit. Market demand
declined in most of the other Latin American markets.

Growth in the Latin American region is primarily within the low-
price segment, and is driven by greater household purchasing
power. The rapidly growing middle class in such countries as Bra-
zil and Mexico has generated greater demand for appliances in
the high-price segment as well.

Most of the appliances sold in Latin America are manufactured
domestically, in light of the high import tariffs and logistic costs.

In other major markets such as Mexico and Argentina, Electrolux
sales are low but growing. Most of the Group’s products for the
North American market are produced in Juarez, Mexico. This
market presence is a large advantage for the Group’s expansion.

The Electrolux-branded products that were launched in 2008
for the North American market are also sold in Latin America. The
products have strengthened Electrolux position in the premium
segment throughout the region. In 2009, Electrolux sales rose in
Latin America, despite the market downturn.

Electrolux vacuum cleaners are the market leader in Brazil, and
have strong positions in other parts of Latin America as well. Sales
of Electrolux-branded small appliances such as coffee machines
and toasters are growing steadily in Latin America.

Net sales and operating margin Net sales in Latin America, excl. Brazil

SEKm % SEKm
15,000 10 3,500 I Mexico, 13%
12,000

[0 Venezuela, 24%

2,800
9,000 Il Argentina, 15%
2,100 9
6,000 Other, 48%
3,000 1,400
0
05 06 07 08 09 700 Electrolux total sales, incl.
Consumer Durables and
Net sal
f Net sales 0 Professional Products.
07 08 09

o N O~ OO

==  Operating margin 05 06
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The Electrolux Confidence Steam
Iron range is the Group’s first iron
that was developed in-house. It
was created based on consumer
insights and developed to
solve their main concern
towards the category;
safety. The new range is
one of the safest on

the market.

In 2008, products that had been
launched within the past three years
accounted for approximately 70% of
Electrolux sales in Brazil.

O%O
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Market, retailers and competitors

CORE APPLIANCES

Major market
 Brazil

Major retailers

¢ Casas Bahia

® Ponto Frio

¢ Lojas Pernambucanas
* Magazine Luiza

e Grupo Insinuante

Major competitors
¢ Whirlpool
* Mabe

VACUUM CLEANERS

Major market
* Brazil

Major retailers
e Casas Bahia
* Wal-Mart

Major competitor
* SEB Group

The market for dishwashers in Brazil is showing strong
growth, although from a low level. The Electrolux Blue
Touch has been developed on the basis of consumer
insight. This competitive model is generating a steadily
increasing market share for the Group in this product
category. See page 38.

Brazil is the largest market for
Electrolux in Latin America. The
Electrolux brand has a strong position
in household appliances and
Electrolux is the market leader in vac-
uum cleaners.

Strong

position

Net sales Consumer Durables in Latin America
SEKm
15,000
12,000
9,000
6,000
3,000

0 05 06 07 08 09
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| part 1 | business areas | consumer durables | asia/pacific

Consumer Durables, Asia/Pacific

Electrolux continued to capture market shares in Australia and Southeast Asia despite a
decline in demand in 2009. Launches of new products have strengthened the brand.

Share of sales
9% 12%

\ \

Group sales rose on the basis of higher sales volumes and maintained
price levels. Operating income showed an improvement as a result of
positive development of raw materials and sales prices as well as cost-
cutting programs.

Share of operating income

The market

In 2009, the market for household appliances in the Asia/Pacific
region amounted to approximately SEK 355 billion. The Australian
appliance market accounted for approximately SEK 21 billion,
which was lower than in 2008. Demand in Australia is driven
mainly by innovation, design, and preferences for lower consump-
tion of water.

The trend to a strong increase in demand for appliances in recent
years in Southeast Asia is estimated to have been interrupted during
the three first quarters of the year. In the fourth quarter, however,
growth continued. Growth in the region refers mainly to the low-
price segment and is based to a large extent on improved living
standards. Demand continued to increase in China, the largest mar-
ket for household appliances in Asia.

In the Asia/Pacific region as a whole, there is no clearly defined
market leader for appliances. In Australia, Electrolux is the market
leader. In Southeast Asia, price has traditionally been more decisive
than brand for purchasing decisions. The growing middle class pre-
fers European producers, but their market shares are still limited.

Net sales and operating margin

SEKm %
10,000
8,000
6,000
4,000
2,000
0

05 06 07 08 09

m Net sales
= Operating margin

In China, the domestic company Haier is the largest producer, hav-
ing approximately 25% of the market, while a number of local and
international producers have relatively small market shares.

Retailers

There is no region-wide retail chain. However, there is a trend to
increased consolidation. In Australia, five large retail chains
account for approximately 90% of the market.

Most appliances in Southeast Asia are sold in small local stores.
However, in urban areas, a large share of appliances is sold
through department stores, supermarkets and retail chains. The
market in China is dominated by two large domestic chains that
specialize in electronics. There are still only a few international
chains in China.

The Group’s position
Approximately 75% of Electrolux sales of appliances in the Asia/
Pacific region are in Australia, where Electrolux is the market leader.
The Electrolux brand is positioned in the high-price segment and
focuses on innovation and design as well as energy- and water-
efficient performance. The Group’s Westinghouse and Simpson
brands have strong positions in the medium-price segment.
Electrolux is a very strong brand in Southeast Asia, and is associ-
ated with European quality. The Group has developed innovative
products to meet the specific needs of the region in terms of tempera-
ture, humidity and food culture, which has generated strong growth.
In China, Electrolux has left the low-price market for refrigera-
tors and focuses instead on cooking and laundry products for the
growing premium segment in the big cities. The operation in China
was positively affected by implemented cost-cutting measures as
well as the repositioning of the Electrolux brand.

Shipments of core appliances in Australia

Million units

4
AV T—

Market demand for appliances
in Australia for the full year
2009 is estimated to have
been lower than in 2008.
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In 2009, Electrolux launched
one of the first side-by-side
refrigerators with a 5-star
energy label in Australia. This
energy-efficient appliance
features LEDs and is part of the
E:Line built-in series.

Households that launder textiles on
a daily basis can save up to 7,800
litres of water annually by using the
Electrolux Water Aid washing

Electrolux is a very strong brand in
Southeast Asia. Innovative products
developed to meet the region’s spe-
cific needs in terms of temperature,
humidity and food culture have gener-
ated strong growth in recent years

Growth

ASIA/PACIFIC

Markets and competitors

CORE APPLIANCES

Major markets
o Australia

e China

e Southeast Asia

Major competitors
¢ Fischer & Paykel

® Samsung

oG

® Haier

VACUUM CLEANERS

Major markets
e Australia
* South Korea

Major competitors
® Samsung

° LG

® Dyson

Market shares in Australia
42% core appliances
26% floor-care products

machine.

The Electrolux Water Aid washing
machine automatically adjusts
water consumption to

match the volume of

laundry. Electrolux

Water Aid was first

launched in Austra-
lia, where shortage
of water is a prob-
lem, and is now sold
in New Zealand
as well.

Sales in Southeast Asia

SEKm

1,250 Sales in Southeast Asia continued

to show good growth.
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Professional

Products

A high rate of innovation and a well-developed global service network are vital
competitive advantages for Electrolux. The Group continues to focus on energy-
and water-efficient products under the Green Spirit label.

Electrolux Professional Products is a leading supplier of complete
solutions for professional kitchens and laundries. Approximately
3% of own product net sales in Professional Products is invested
annually in product development in order to maintain a high level
of innovation and to meet customer demands.

Global product development, production close to market
Products for professional kitchens and laundries are often large
and complex, while customers expect short delivery times. This
trend is even stronger today, as customers postpone orders for
new products as long as possible in light of the uncertain market.
They also expect service facilities to be available locally. This
means that competition from producers in low-cost countries is
limited in both the US and Europe.

Own-manufacture products have accounted for a growing
share of Group sales in recent years. Just as for consumer prod-
ucts, the number of product platforms for professional equipment
is being reduced, and the product portfolio is being simplified.
The Group currently operates its own production facilities in Swe-
den, France, Italy, Switzerland and Thailand. All product develop-
ment is global, while products are tailored to meet local needs.

Vital service network

Products purchased by professional users are exposed to heavy
wear, and downtime is costly. Maintenance and service account
for a large share of operations in this business area. Electrolux has
a highly developed global service network, which is a competitive
advantage.

Market value within professional products

Market value, food-service equipment

SEK billion SEK billion
75 8
60

45

N
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Mutual benefits

Activities within Professional Products benefit operations in Con-
sumer Durables, and vice versa. Consumers who dine in restau-
rants with open kitchens are often inspired to demand products
with a professional appearance for their own kitchens. Innovative
product solutions are transferred in both directions within Con-
sumer Durables and Professional Products.

A strong global brand in Consumer Durables is an advantage for
launches of new products under the same brand within Profes-
sional Products. For example, the ongoing launch of Electrolux as
a brand for professional laundry equipment in the US is supported
by consumer products under the same brand in this market.

Professional food-service equipment

Trends

Buyers of food-service equipment have varying requirements,
which means that producers must be able to supply flexible solu-
tions. End-users are focusing increasingly on hygienic criteria,
water- and energy-efficiency, and access to a comprehensive
service network. Design is increasing steadily in importance, as
many restaurant kitchens are in full view of guests.

Markets and dealers

The market for professional food-service equipment is estimated
to have amounted to approximately SEK 120 billion in 2009. The
global recession led to a strong downturn in demand in all mar-
kets, the largest being in Europe. Health-care facilities and inde-
pendent restaurants showed the biggest declines. The trend for
global restaurant chains was more stable.

Market value, laundry equipment

North America, Europe and Japan
account for approximately 80% of

total sales of professional products.
Historically, global growth has been
approximately 2-3% annually, and
mainly concentrated to growth regions.
The total annual market value is
approximately SEK 140 billion.

South  Western Asia and
America America Europe growth

markets



Professional Products and
Consumer Durables generate
mutual benefits. Innovative
solutions are transferred
between these business areas,
which also benefit from synergy
effects in marketing.

Electrolux is a main sponsor
of the Swedish Culinary Team.
The chefs are world leaders in
team gastronomy. Here they
develop future food concepts in
the training kitchen at
Electrolux head office in Stock-
holm, Sweden.

Approximately half of all food-service equipment is sold in North
America, where consumers purchase prepared food in large vol-
umes. The major restaurant chains are increasing their market
shares in the US, and are also expanding rapidly in growth mar-
kets such as China and Eastern Europe. This generates extensive
opportunities for producers of food-service equipment who sell to
chains. The North American market features a relatively high
degree of consolidation among both producers and dealers.

The European market is about half as big as the North Ameri-
can, and is dominated by many small independent restaurants.
Consolidation among producers and distributors is not as devel-
oped as in the US. Many producers in Europe specialize in a spe-
cific product, sector or market. Ongoing harmonization of legisla-
tion and directives within the EU will benefit major producers who
can adapt more easily to more stringent criteria.

The Group’s position

Brands

The Group’s professional food-service equipment is sold world-
wide under the brands Electrolux and Zanussi. Molteni is the
Group’s niche-brand for exclusive cookers.

Products and market position

Electrolux supplies restaurants and professional kitchens with
complete solutions. The Green Spirit range offers best-in-class
environmental performance. These appliances meet end-user
demands for more efficient use of energy, gas and water, as well
as lower consumption of detergents in dishwashers. The prod-
ucts also offer a more attractive working environment with fea-
tures such as low noise level. More than 90% of the materials
used in Green Spirit products are recyclable.

Most Electrolux food-service equipment is sold through dealers.
This strategy has proven to be more successful and cost-effective
than direct sales, in light of the complex end-user structure. A
great deal of this equipment is sold in the form of modules, and
buyers often depend on dealers for help in selection of appropri-
ate functions.

In Europe, Electrolux has strong positions with independent
restaurants and health-care facilities. The Group also supplies
equipment for major projects such as hotels and cruise liners.
Electrolux products are sold throughout Europe, with Italy and
France accounting for the largest sales volumes. The Group has a
limited presence in Germany, one of the major European markets,
which offers considerable long-term potential.

In the US, Electrolux has focused on establishing strong links
with the major fast-food chains in recent years. The number of
small establishments that serve hot food is growing rapidly in the
US and in growth markets, and the Group sees business oppor-
tunities in this segment. Electrolux has developed competitive
solutions that can be tailored to the needs of a specific chain.
These solutions include the Electrolux High-Speed Panini Grill,
which requires much less grill-time.

The Group also produces entry-level products that feature high
quality but lower technology content and can be sold at relatively
modest prices. These products are clearly differentiated from
those sold under the Electrolux brand. The target group com-
prises mainly new restaurants and smaller restaurant chains. The
products are either marked with the user’s own logotype, or with
none at all.
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Share of sales Share of operating income

13%‘

Group sales of food-service equipment declined as a result of lower
sales volumes and operating income deteriorated. Sales of laundry
equipment were lower as a result of lower sales volumes. Operating
income improved on the basis of lower costs for raw materials, favorable
exchange rates, price increases and lower costs for production and
administration.

“ m food service, 5%
B laundry, 2%

Professional laundry equipment

Market trends

Requirements for professional laundry equipment vary between
users. For example, laundry specialists demand ergonomic prod-
ucts and solutions that reduce the risk of spreading infection
through soiled textiles. Laundry equipment for laundry rooms in
apartment houses or in laundromats must be so easy to use that
no manual is required. Irrespective of the use area, buyers are
demanding innovations that enable lower costs by reducing con-
sumption of energy, water and detergent and still maintain satis-
factory washing and rinsing performance.

Markets and sales channels

Professional laundry equipment is sold to laundry specialists such
as those that serve hospitals and hotels, and also directly to
apartment-house owners and local laundries. The global market
for this equipment in 2009 is estimated to have amounted to
approximately SEK 20 billion. Although demand declined sub-
stantially in recent years, the market for professional laundry

Net sales and operating margin

SEKm %
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equipment has shown more stability than the market for food-
service equipment. The largest decline in 2009 was in Europe and
referred to specialists serving hospitals as well as to commercial
laundries.

The market for laundry equipment is less fragmented in com-
parison with professional food-service equipment. The five largest
producers account for approximately 40% of the global market.
The share of direct sales is greater for laundry equipment than for
food-service products, although there is a trend to more sales
though dealers, particularly for more standardized products.

The Group’s positions

Brands

In Europe, professional laundry equipment is sold under the
Electrolux brand. In 2009, Electrolux was also introduced as a
brand for such equipment in the US, where the Group’s products
were previously sold under the Wascomat brand through a dis-
tributor. The brand change will be facilitated by the high market
awareness of the Electrolux brand in the US as a result of the
launch of Electrolux-branded consumer products in 2008.

Products and market positions

Electrolux maintains a program for continuous development of
new products and laundry processes for lower energy consump-
tion and improved washing performance. The product offering
includes washing machines, tumble-dryers and ironing equip-
ment. Approximately 70% of sales refers to Europe, and 20% to
North America. The Group’s strongest positions are currently in
Europe for specialists serving hospitals and for commercial laun-
dries. Electrolux products are distributed through 19 sales com-
panies worldwide as well as through a global network of 150
independent distributors.

Markets and competitors

FOOD-SERVICE EQUIPMENT
Major markets

LAUNDRY EQUIPMENT
Major markets

o [taly e Scandinavia
® France ® Japan
® Scandinavia e US

® Asia and Middle East
Major competitors

Major competitors ® Alliance
* [TW/Hobart * Miele

* Manitowoc/Enodis ® Girbau
e Middleby

* Ali Group
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PROFESSIONAL PRODUCTS

The Electrolux Lagoon™ is a
system for washing, drying and
finishing using only water and

e L
biologically degradable deter- @I i “
- -

gents. It offers a gentle, ecologi-
cal wash even for materials that ‘
normally require dry-cleaning, _J |

|
|
such as wool, leather and suede. ‘i

O/,
70

Approximately 3% of sales is invested
annually in product development in
order to maintain a high level of inno-
vation and to meet customer
demands.

The Group’s high rate of innovation and its global
service network are vital competitive advantages
within professional operations. Investment in prod-
uct development and nearness to customers have
contributed to stable growth in profitability.

Stable

development

The Electrolux HSG
High-Speed Panini Grill
illustrates how the
Group tailors products
to meet the needs of
fast-food chains. This
product reduces grill-
time for a panini, which
is an important sales
argument in this sector,
thanks to a special com-
bination of three heating
sources (patented).

Estimated market share

Food service Laundry
Europe 16% 24%
North America N.A. 6%
Asia 2% N.A.
Global 3.5% 12%
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“lectrolux strategy

Efforts to transform Electrolux into an innovative, consumer-focused company are paying
off. The product offering is being continuously improved. Today, Electrolux is one of the
strongest companies in the industry.

manufacturing
company...

..lo a
consumer-driven
company

Products

All new products are created on the basis
of the Group’s process for consumer-
focused product development. Extensive
interviews and visits to consumers’ homes
have enabled Electrolux
to identify global social

trends and needs, to
which the new prod-
ucts are tailored.

>

Brand

The Group aims at achieving a significant
position in the growing and profitable pre-
mium segment. The Electrolux brand is
positioned throughout the world as a pre-
mium brand that stands for innovative,
energy-efficient products with attractive
design. The Electrolux brand is now a

leader in most major markets.
D
>

Cost

The Group’s comprehensive restructur-
ing program will soon be completed,
which means that Electrolux will have a
competitive production structure in which
approximately 60% of appliances are
manufactured in low-cost countries. All
production of vacuum cleaners is already
located in such countries. Costs are
being continuously reduced by utilizing
the Group’s global reach and strength.

>

%)mny o yor_
{ Electrolux



Financial goals
e Operating margin of at least
6% over a business cycle.

e Organic growth of at least
4% annually, on average.

e Capital turnover rate of at
least 4.

e Return on capital employed
of at least 25%.

Activities

e Continue strengthening the position of
the Electrolux brand in the global pre-
mium segment.

e Complete the relocation of production
during 2010 to ensure a competitive
production structure.

e Utilize global reach and strength to
reduce costs.

e Turn around markets and product
categories on the basis of the strong
brand in the premium segment.

Financial goals

Meeting financial goals shall strengthen
the Group’s leading global position within
the industry and contribute to a satisfac-
tory total yield for Electrolux sharehold-
ers. The focus is on achieving growth and

maintaining profitability. N
>

Next step

On the basis of a strong brand in the pre-
mium segment, innovative products and
benefits from global economies of scale,
Electrolux shall continue to turn around
unprofitable product categories and mar-

kets. >
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How Electrolux responded to the recession

On the right track

Electrolux performance during the recession shows the effectiveness of the strategy. Innovative
products, investment in the Electrolux brand and a focus on strong cash flow and greater cost
efficiency have paid off. Electrolux will emerge stronger than ever from the recession.

Despite deteriorating market conditions in recent years, Electrolux
has successfully applied the strategy. This involved the largest
product launches in company history. Comprehensive launches
were implemented in Europe in 2007 and in the US in 2008. They
resulted in an improved product mix. Prices have been raised and
maintained in the face of declining demand. Manufacturing effi-
ciency continued to increase, as production was relocated to low-
cost countries and measures were implemented to reduce the
production-cost structure. The Group has focused strongly on

Powerful savings programs were implemented late in 2008 in
response to the sharp decline in demand. Temporary production
stops were also implemented in order to adjust inventory levels to
the lower demand. The Group’s structural efforts to decrease
tied-up capital in the working capital have contributed to the
strong cash flow in 2009. The potential for profitable growth is
better than ever. On the whole, the Group’s response to the reces-
sion will enable Electrolux to be stronger when demand recovers.

cash flow in recent years.

Despite
dramatic
changes in
the market...

The financial crisis and the global recession
have resulted in declining demand for house-
hold appliances in virtually all markets world-
wide. In North America, volumes declined for
thirteen consecutive quarters until a slight
upturn was recorded in the final quarter of
2009. In Europe, volumes have declined for
eight consecutive quarters, partly due to a
sharp decline in demand in Eastern Europe.

Market development in Europe and US
by quarter
%

P

P dFItdF
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Units, year-over-year, %

...comprehen-
sive product
launches

have been
implemented...

During the recession, Electrolux launched
new products throughout the world that are
based on consumer insight. In North America,
the successful launch of the Electrolux brand
for household appliances in the premium seg-
ment during 2008 was followed by a re-launch
of the Frigidaire brand in the mass-market
segment during 2009. In Europe, the Group
has captured market shares with new prod-
ucts in the profitable built-in segment, primar-
ily by achieving a stronger position in the
important German market. Continued invest-
ments in the Green Range, the most energy-
efficient products, has strengthened the
Group’s position in the market. Comprehen-
sive launches also included built-in kitchen
appliances in Southeast Asia as well as new,
innovative products in Australia and Brazil.

...and prices
have been raised
and the mix has
Improved.

Investment in new products has paid benefits,
as in many markets Electrolux has been able to
improve the product mix and increase prices.
The Group increased prices in the US late in
2008, and in Europe in the first quarter of 2009.
Electrolux succeeded in maintaining higher
prices in 2009 despite difficult market condi-
tions.

Improved sales mix
Change in net sales, %

1.6
1.2
0.8

0.4
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