NIBE

— world-class solutions in sustainable energy

Annual Report 2017



NIBE creates world-class solutions in sustainable energy

Contents

The NIBE Group

The year in brief 3

NIBE Group 4

Focus on three core businesses 6

Chief Executive’s report 8

How NIBE adds value 10

- Driving forces and trends 10

— External factors 14k

- Our position 11

- Operational control 12

- Financial targets 14

- Sustainability targets 16

- Our business principles 18

- Ourvalues 18

- Our strategic focus areas 20

- NIBE’s history 22

NIBE’s products 24

- Add value in the home 24

- Add value in large properties 25

- Add value in the industry 26

- Benefit our climate 27

NIBE takes responsibility 28

- Responsibility in business 29

- Responsibility for employees 30

- Local social responsibility 31

- Environmental responsibility 32

- Stakeholders 34

- Supports international goals 35

An investment in NIBE shares 36

The NIBE share 37

NIBE Climate Solutions 40

NIBE Element 48

NIBE Stoves 56

Financial information

Administration report 62

Five-year overview 64

Consolidated income statement 66

Business areas 68

Consolidated balance sheet 70

Consolidated statement of cash flows 72 Calendar

Ratios e

Parent 6 16 May 2018

Risk management 78 Interim Report 1, January - March 2018

Notes 80 Annual General Meeting, Markaryd, Sweden, 17:00

éi(rjpl)t(())rrastsg%c\)/:rnance report 182 L euctll®
) Interim Report 2, January - June 2018

Audit memorandum 111

Board of Directors, senior executives 16 November 2018

and auditor 112 Interim Report 3, January - September 2018



2017 in brief

A continued high rate of acquisitions boosts business

Several acquisitions in 2017 kept the rate of acquisition high, primarily
in North America and Europe. Acquisitions added total annual sales of
just over SEK 1.7 billion to the Group, of which just under SEK 1.1 billion
impacted 2017 sales.

NIBE Climate Solutions

Enertech Group in the UK, which has several well-known brands such as the
Swedish heat pump manufacturer CTC, has sales of just over SEK 800 million.

The CGC Group of Companies in Canada (50% of shares), which manufactures
heat pumps for commercial properties, has sales of approximately SEK 120
million.

Tempeff North America Ltd in Canada (65% of shares), which manufactures
ventilation products specially adapted to colder climates, has sales of approx-
imately SEK 70 million.

Rhoss S.p.A. in Italy (45% of shares), which manufactures ventilation and air
conditioning products, has sales of approximately SEK 670 million. Not con-
solidated in 2017.

NIBE Element

HT S.p.A. in Italy (80% of shares), which manufactures high-tech heating solu-
tions, has sales of approximately SEK 220 million.

Gaumer Company Inc in the US (60% of shares), which manufactures elec-
tronic heating solutions in power generation, has sales of approximately SEK
200 million.

BriskHeat Corporation (60% of shares), the world leader in cloth heating jack-
ets, has sales of approximately SEK 320 million (January 2018).

Financial ratios 2017 2016 2015 2014 2013
Net sales SEKmillion 19,009 15,348 13,243 11,033 9,834
Growth % 23.9 15.9 20.0 12.2 7.0
Operating profit SEK million 2,344 1,980 1,700 1,385 1,179

Profit after net financial SEK million 2,182 1,871 1,614 1,292 1,117
items

Operating margin % 12.3 12.9 12.8 12.6 12.0
Return on equity % 13.7 14.9 18.0 16.6 16.7
Equity/assets ratio % 45.8 46.6 39.9 36.2 43.0
Proportion of risk- % 49.2 50.7 44.5 40.8 47.2

bearing capital

Please refer to page 73 for definitions.
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NIBE

In addition to the acquisitions, 2017 was
characterised by continued solid organic
growth with good profitability, together
ensuring good future growth.

SEK 19,009 million

in sales (SEK 15,348 million)

23.9%

growth (15.9%), of which 4.4% (3.3%)
was organic

12.3%

operating margin (12.9%)

SEK 2,182 million

in profit after net financial items (SEK
1,871 million)

SEK 1,703 million

in profit after tax (SEK 1,376 million)

45.8%

equity/assets ratio (46.6%)

SEK 3.38

in earnings per share before and after
dilution, based on average number of
shares outstanding during the year (SEK
2.93)

SEK 1.05/share

in dividend proposed by the Board of
Directors (SEK 0.88/share)



NIBE Group - a global organisation with companies
and a presence worldwide

NIBE Group is a global organisation that contributes to a smaller carbon footprint and better utilisation of energy.
Inour three business areas - Climate Solutions, Element and Stoves - we develop, manufacture and market a wide
range of eco-friendly, energy-efficient solutions for indoor climate comfort in all types of property, plus compo-
nents and solutions for intelligent heating and control in industry and infrastructure.

From its beginning in Markaryd, in the province Smaland more than 60 years ago, NIBE has grown into an interna-
tional company with 14,300 (11,900) employees and a presence worldwide. From the very start, the company was
driven by a strong culture of entrepreneurship and a passion for responsible business operation. Its success fac-
tors are long-term investments in sustainable product development and strategic acquisitions. Combined, these
factors have brought about strong, targeted growth, which generated sales of just over SEK 19 (15) billion in 2017.

NIBE has been listed under the name NIBE Industrier AB on the Nasdaq Nordic Large Cap list since 1997, with a
secondary listing on the SIX Swiss Exchange since 2011.

Sales, geographical distribution
SEK 19,009 million in sales, geographical distribution

4%

| Nordic countries
l Europe (excl Nordics)
North America

B other markets

NIBE INDUSTRIERAB - ANNUAL REPORT - 2017



NIBE adds value NIBE

inthe home

NIBE helps reduce energy consumption in the home, o
giving our customers comfort, convenience and
peace of mind. With intelligent world-class solutions
in sustainable energy, we help make society more
sustainable.

Find out more on page 24

in large properties

NIBE also heats, air-conditions and ventilates large
properties with intelligent world-class energy solu-
tions. The bigger the building, the more important it
is to choose the right indoor comfort equipment in
terms of reliability, cost and the climate.

Find out more on page 25

inthe industry

NIBE is an important industrial partner for many
companies in a range of sectors that require differ-
ent components and solutions for intelligent heating
and control.

Find out more on page 26

for a better climate

Itis natural for NIBE and its products to play a key
role in international ambitions to switch to a fossil-
free society with lower energy consumption. At

the same time, we are gradually reducing our own
impact on the climate and the environment through-
out our added-value chain.

Find out more on page 27
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Focus on three core businesses

The wide range of the Group’s products, marketed under many brand names, forms a platform for further

expansion with profitability, both internationally and nationally.

NIBE Climate Solutions

Eco-friendly, intelligent and energy-efficient products for
climate control, greater indoor climate comfort and hot
water.

NIBE Climate Solutions offers a wide range of eco-friendly, in-
telligent, energy-efficient indoor climate comfort solutions, in-
cluding heating, air conditioning, heat recovery and hot water
for homes, apartment blocks and other large properties.

The climate impact of buildings is dramatically reduced with
our products, with no reduction in comfort.

NIBE Element

An industrial partner with customised components and
intelligent heating and control solutions that are focused
on sustainability.

The NIBE Element product range comprises components and
solutions for intelligent heating and control designed for both
industrial and consumer products.

A common feature of most products is that they enhance en-
ergy efficiency, optimise energy consumption and help reduce
our carbon footprint.

NIBE Stoves

Energy-efficient stoves for various heating needs and
design requirements.

NIBE Stoves’ product range comprises stoves of various sizes
and designs to suit both houses and commercial properties.
They are developed to achieve optimum environmental per-
formance with high combustion efficiency and low particulate
emissions.

Increasing the exchange of old stoves for new ones with
modern technology quickly has a positive effect on the envi-
ronment.
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Business areas’ shares of sales in 2017

12%

B NIBE Climate Solutions
I NIBE Element

Business areas’ shares of operating profit in 2017

11%

[ NIBE Climate Solutions
I NIBE Element

NIBE Stoves NIBE Stoves
NIBE Climate Solutions Ratios 2017 2016
Intelligent indoor climate comfort solutions Net sales SEK12,020m  SEK 9,588 m
) o ' Growth 25.4% 19.4%
Major development resources are being invested in the heat pump Operating profit SEK 1595 m SEK 1.396 m
product segment in terms of technology, performance, quality Operating margin ’13 3% ’14 6%
and design. The heat pumps of today are both energy-efficient and Average number of employees 5'379 4'075
eco-friendly and blend in well with their environment. Heat pumps ’ ’
can also be controlled digitally, which makes it even easier to con-
trol heat, ventilation and air conditioning locally or remotely.
Find out more on page 40
NIBE Element Ratios 2017 2016
Energy efficiency always on the agenda Net sales SEKS5,102m  SEK4,252m
Growth 20.0% 13.1%
In global ambitions for sustainable development, there is a grow- Operating profit SEK 563 m SEK 473 m
ing need to enhance energy efficiency in all areas. Through both Operating margin 11.0% 11.1%
our own product development and acquisitions of companies Average number of employees 7,522 6.741
with innovative products, we are now able to offer a wide range
of energy-efficient element products and intelligent system solu-
tions based on several different technologies.
Find out more on page 48
NIBE Stoves Ratios 2017 2016
Heating comfort with focus on Ecodesign Net sales SEK2,236m  SEK1,766m
Growth 26.6% 6.9%
Ourstoves have been developed into energy-efficient heat sources Operating profit SEK 275 m SEK 223 m
forvarious energy types and already meet the future requirements Operating margin 12.3% 12.7%
for eco-friendliness and efficiency in the Ecodesign Directive. As a Average number of employees 1,362 1045

stove is largely an interior design feature, we offer a wide range of
models to suit all tastes and requirements.

Find out more on page 56

NIBE INDUSTRIERAB - ANNUAL REPORT - 2017



Chief Executive’s report

A strong 2017 - the 20 billion target feels very close

Gerteric Lindquist, Managing Director & CEO

Another year of good growth

Like recent years, 2017 was also character-
ised by continued organic growth and a
continued high rate of acquisition.

Entirely in line with our adopted strate-
gies, we continued to invest heavily in sus-
tainable product development and consis-
tent marketing to set the stage for future
organic growth. Parallel to this, we con-
tinued to improve both productivity and
quality to permit long-term strong mar-
gins.

Group sales grew by 23.9% (15.9%) in
2017, including organic growth of 4.4%
(3.3%). Currency effects were negligible for
theyear.

Including all the acquired compa-
nies, Group sales calculated on a roll-
ing 12-month basis are now just over SEK
19.5 billion. Our current interim target of
achieving sales of SEK 20 billion by 2020
should therefore reasonably be achieved
before then.

Strong growth for all three
business areas

NIBE Climate Solutions

NIBE Climate Solutions’ position as a
comprehensive supplier of intelligent,
sustainable climate control solutions for
single-family homes remains strong and is
estimated to have good growth potential.
We are also focusing on becoming a lead-
ing comprehensive supplier of sustainable
climate control solutions for commercial
properties.

The year also saw another four strate-
gically important acquisitions. The partial
acquisitions of the Canadian CGC Group of
Companies Inc. and Tempeff North Ameri-
ca Ltd, along with the US Climate Control
Group (CCG), strengthen the business ar-
ea’s position in North America for intelli-
gent sustainable turnkey solutions for cli-
mate control of commercial properties.

Correspondingly, the acquisition of
45% of the shares in the Italian ventilation
and air conditioning company Rhoss S.p.A
represents a further step in the same direc-
tion in Europe. The acquisition of Enertech
Groupis animportant step towards further
internationalisation of intelligent, sustain-
able climate control solutions primarily in-

tended for single-family homes in Europe.

The business area’s slightly weaker
operating margin is due primarily to two
circumstances: the two large, most re-
cently acquired companies, have not yet
achieved the target operating margin and
the discontinuation of subsidies for the in-
stallation of heat pumps in single-family
homes in the US has resulted in a consid-
erable decline in sales in this market seg-
ment. Another factor is that we were not
able to fully compensate for all material
price increases during the year.

Efforts to improve the operating mar-
gin in the two companies mentioned are
proceeding according to plan and are ex-
pected to be finished in 2018. Regarding
the decline in heat pumps for single-fam-
ily homes in the US, we estimate that it has
now levelled off and we will see some level
of recovery in 2018.

In early February, we were also pleased
to learn that the US budget settlement
means that US Geo Tax Credits will be rein-
troduced retroactively from 1 January 2017
and will apply until the end of 2021.

NIBE Element

It is gratifying to see NIBE Element’s per-
sistently positive performance in terms
of its volume and operating margin. Our
comprehensive range of intelligent, sus-
tainable, high-quality system solutionsis a
good recipe for success.

The year also saw more strategically
important acquisitions. With the acquisi-
tion of the Italian HT S.p.A., we are further
consolidating our presence in the Euro-
pean industrial element sector. Just be-
fore year-end, we acquired the US Gaumer
Company Inc., which reinforces our posi-
tion on the North American market for pro-
cess heating. The acquisition of BriskHeat
Corporation, completed just after the
2017/18 year-end, gives the business area
an entirely new product group in the form
of cloth heating jackets, of which the com-
pany is a world leader.

To maintain our competitiveness and
thus ensure a continued good operating
margin for NIBE Element, all our manufac-
turing units are focusing intensively on ra-
tionalisation and automation.
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NIBE Stoves

NIBE Stoves continued to enjoy stable
growth during the year. Operations were
largely characterised by the fact that many
new products under all brands were suc-
cessfully launched, which further strength-
ened our market share.

In addition, the integration of Canadi-
an Fireplace Products Inc. (FPI), acquired
at the end of 2016, went according to plan,
and the business area now has a better
geographical balance than ever before in
terms of sales.

As the market leader, we also have a
responsibility to be at the cutting edge of
future sustainable stove technologies. An
example of this is that we are now invest-
ing heavily in finding solutions to reduce
particle emissions from wood burning to a
minimum. We are doing this even though
we already comply with the stricter new
rules that will be introduced in 2022.

The slight fall in the operating margin is
primarily attributable to the exchange rate
between EUR and GBP, which has been un-
favourable for the business area, and to
the fact that we were not able to compen-
sate fully for material price increases.

Level of investment reflects rate of
growth
The level of investment in the Group’s ex-
isting businesses amounted to SEK 536
million in 2017 (SEK 412 million), which can
be compared with the depreciation rate of
SEK 640 million (SEK 542 million).
Investments are expected to increase
further in 2018 and be roughly on the level
of depreciations according to plan.

Good earnings performance

Operating profit improved by 18.4% com-
pared with the previous year, while the op-
erating margin fell slightly from 12.9% to
12.3%. For logical reasons, the improved
operating profit is primarily a function of
acquired sales. The slightly lower operat-
ing margin is due primarily to the slightly
lower operating margin of NIBE Climate
Solutions, for reasons described earlier.
Both operating profit and operating mar-
gin in the Group’s other underlying opera-
tions are satisfactory.
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If we consider the conversion to sustainability that

will take place worldwide, our opportunities seem

almost infinite.

Profit after net financial items improved by
16.6% compared with the previous year.
However, the profit margin fell slightly from
last year’'s 12.2% to 11.5%.

Smooth succession at

NIBE Climate Solutions

In terms of staff, we underwent a major
change as of January 1, 2018 as our busi-
ness area manager for NIBE Climate Solu-
tions, Kjell Ekermo, decided to step down
after nearly 20 years in this role and after
having led the business area through an
exceptional period of growth.

However, the process was very smooth
as his successor, Klas Dahlberg, was re-
cruited internally. Klas is 53 and is an en-
gineering graduate from Lund University’s
Faculty of Engineering. Klas came to NIBE
in autumn 2016 and was responsible for
the business area’s international develop-
ment. He had previously enjoyed a suc-
cessful international career at Scania for
30years, most recently as Senior Vice Pres-
ident for the Buses and Coaches business
area.

Good profitability, sustainability and a
long-term approach - an unbeatable
combination

Ourbusiness concept, which we have grad-
ually developed over the years, is based on
a few clearly formulated objectives (see
pages 14-17) and has proven both success-
ful and robust over time.

Parallel to this, awareness of the need
to make the transition to a more sustain-
able, fossil-free society has increased ex-
ponentially.

Against this background, we are entire-
ly confident about the future of the Group.

Now that our sales target of 20 billion
is so very close, we have started to pre-
pare for the next target, i.e. 40 billion. We
launched this new target when we pub-
lished the 2016 annual report, and our am-
bition is to achieve it preferably within four
years and no more than seven years after
we have reached 20 billion.

As usual, our expansion will be through
both organic and acquired growth.

The traditional markets on which our
three business areas operate present no

obstacle at all to our future expansion.

If we also consider the conversion to
sustainability that will take place world-
wide, our opportunities seem almost infi-
nite.

Our continued growth and success nat-
urally depend ultimately on the willingness
of all our employees, both today and in the
future, to continue to accept, gladly and
passionately, all the challenges that our
company expansion entails, following our
well-established guiding principles. If we
succeed in this respect, we will continue to
be unbeatable.

Outlook for 2018

« Our corporate philosophy and our strong
range of products, with their focus on sus-
tainability and energy efficiency, are in
tune with the times in which we are living.

We are well prepared to be proactive on
acquisitions.

Our internal efforts to enhance efficiency,
combined with our rigorous cost control
measures, will ensure persistently healthy
margins.

Our wide geographical distribution makes
us a stable Group that is less sensitive to
fluctuations in local demand.

Despite all the external uncertainties, we
remain cautiously positive about the year.

Markaryd, Sweden - March 2018

Gerteric Lindquist
Managing Director and CEO
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How NIBE adds value

We at NIBE work actively to create products and systems that are adapted to modern requirements for
sustainable solutions. The aim is to increase energy efficiency and the proportion of renewable energy and
thus create long-term value, both for our customers and for the climate. Like all international companies,
we are affected by global trends that we constantly monitor and evaluate.

Driving forces and trends

Climate change - the greatest challenge of our age

One of the biggest challenges involved in achieving a global sustainable commu-
nity is to reduce emissions of greenhouse gases and slow down the rate of climate
change.

There is great international awareness of how climate change, which causes
natural disasters and extreme weather conditions, is threatening our living condi-
tions, biodiversity and social stability.

The international ambition is to reduce global warming to less than 2 degrees
Celsius. This requires a reduction in greenhouse gas emissions of 70% by 2050
compared with the level in 2010, an annual reduction of 6.5%. Unfortunately, re-
search indicates that even greater reductions in greenhouse gases are required to
stop climate change.

Population growth and growing cities

According to the latest UN calculations, the population of the earth will have
grown from approximately 7.5 billion today to almost 10 billion by 2050. Today,

¥ 55% of the world’s population live in major cities and this figure is expected to
increase to 70% by 2050.

Infrastructure and clean technology

As the population grows and is concentrated in cities, the infrastructure becomes
overloaded and the demand for resources, above all energy, increases. Cities cur-
rently account for 75% of world energy consumption and nearly 80% of carbon
dioxide emissions. Demand for technology that supports the switch from fossil
fuels will grow and, as this technology becomes more available and the market
grows, the prices will fall, contributing in turn to even greater demand.

Properties

All the buildings in the world currently account for around 40% of total energy
use and around one third of global emissions of greenhouse gases, most of which
when the buildings are in use. As buildings are used for many years, the energy-
related product choices made today are important because they can affect the
environment for several decades to come.

Globalisation

Population growth and urbanisation boost demand for the transportation of
goods and people. The transport sector is regarded as one of the greatest chal-
lenges asitis responsible for a significant proportion of greenhouse gas emissions
and energy consumption. A great deal of research and development are being car-
ried out in energy optimisation and renewable energy. We believe that we are at
the cutting edge of our industry.

Digitalisation

The increasing pace of digitalisation with the Internet of Things (loT) is an impor-
tant driver for future business, offering the potential for greater customer benefit,
deeper customer relationships and new business opportunities. If the trend con-
tinues, 50 billion devices will be connected to the internet by 2020.
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© External factors

Apart from major global trends, there are several factors that directly affect our business development.

Demand for sustainable solutions

One of the very strongest driving forces behind our business is the
growing demand for components, products and systems that en-
hance energy efficiency and are sustainable.

Economic trends

Economic trends affect willingness to invest in new products and
solutions that enhance energy efficiency. In times of prosperity, it
is, of course, easier to justify investments in new technology and
improvements to reduced climate impact. In a recession, an ener-
gy-saving investment can always be justified as it lowers operating
expenses for a long time into the future.

Energy prices

The cost of fossil-based energy generation often affects the choice
of new investments in sustainable energy solutions. Low oil and
gas prices are an inhibiting factor for new investments in solutions
using renewable energy such as heat pumps, primarily in regions
with a high level of gas-based heating systems.

Political stability

Political stability is worth striving for as it creates predictability.
But we live in a world in which political stability is constantly chal-
lenged. As an international company, we are affected by the geo-
political situation and growing nationalism and protectionism in
many countries, which may entail restrictions to free trade.

Growing interest among political decision-makers in various coun-
tries to accept global environmental and climate challenges is

© Our position

A large market with room for growth

NIBE has a strong market position in Europe and North America
in all three of the Group’s business areas. Our ambitious growth
target is based on the great potential we continue to see for acqui-
sition-driven growth on a global level.

The total market size for NIBE is significant and is currently es-
timated to be nearly SEK 600 billion. The biggest market is that for
domestic heating/air conditioning and ventilation, the NIBE Cli-
mate Solutions market worth just over SEK 500 billion, followed by
the NIBE Element market, worth just over SEK 50 billion, and the
NIBE Stoves market, worth just over SEK 30 billion.

A healthy corporate culture

Our background in Smaland, Sweden, with a long tradition of high
productivity, good quality and efficient cost control, means that we
have a trust-based, decentralised organisation that has great flex-
ibility to successfully meet the new or varied demands and condi-
tions of the market.
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contributing to market expansion. At the same time, national eco-
nomic policy instruments for switching to lower energy use and
increasing the proportion of renewable energy are having a great
impact on our markets. Sudden changes in these instruments cre-
ate a volatile market with a risk of short-term decisions that do not
promote sustainable development.

Financing

Access to capital and the cost of financing are affected by interest
rates. There is now also a clear trend among most investors and
lenders to assess companies from a sustainability perspective.
The willingness to finance projects is directly proportional to our
resources in implementing specific sustainability measures as well
as the clarity of our long-term sustainability strategy.

Competition

NIBE’s markets can generally be described as fragmented. Com-
petition is primarily local and regional. As we become an increas-
ingly important presence in the global climate control industry, we
encounter new international players and must compete with them
accordingly.

Influx of new expertise

The fast pace of technological development in renewable energy,
energy conservation and requirements for strong environmental
performance throughout the value chain in our industry mean that
organisations must focus on technological expertise and innova-
tion. We need to be an attractive employer so that we can attract
the best talent and advance them within the company.

Our business focus will achieve our vision

By concertedly developing our product portfolio to enable us to
make an active contribution to the switch to fossil-free technolo-
gies and higher energy efficiency, we have good opportunities to
meet demand and achieve our vision - to create ‘world-class solu-
tions in sustainable energy’.

Our three business areas all have a market presence on sever-
al continents, and we consider that we have a strong position to
continue our global growth with the presence we have on industri-
alised markets worldwide. At the same time, we are boosting our
ability to meet demand on several continents, spread our business
risks and create the conditions for further growth.

Well-proven acquisition methods

We have completed many acquisitions in the last quarter centu-
ry and have used a well proven acquisition process for analysis,
implementation and integration. As our markets are globally frag-
mented with many operators, we still have good potential for fur-
theracquisitions. Our acquisition-driven growth takes place within
the framework of strong, healthy finances.

11
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© NIBE’s operational control

Vision

Management philosophy

Management and follow-up

Qur vision is to create world-class so-
lutions in sustainable energy.

Mission

Our mission is to offer the market
high-quality, innovative, energy-effi-
cient products and system solutions
through our three business areas.
This work builds on the NIBE Group’s
wide-ranging capabilities in product
development, manufacturing and
marketing.

Financial targets - page 14

O D

Growth

Operating margin

DD

Return Equity/assets ratio

on equity

Sustainability targets - page 16

d 0

LCE classification

100 3O,

1SO certification

Accidents

Energy use

Global goals - page 35

In line with its operational priorities
and where it was considered pos-
sible to exert influence, NIBE has
chosen to prioritise 6 of the 17 global
development goalsincluded in Agen-
da 2030.

Our business principles are deeply rooted
in eight fundamental ideas that constitute
the foundation of all our operations and
create the conditions for our continued
success.

Ourvalues are an important part of our
management philosophy and our corpo-
rate culture and emphasise that we want
to actasaresponsible company in relation
to the people near us, our external stake-
holders and the environment. Our values
are firmly rooted in our long and proud tra-
dition of responsible entrepreneurship.

Find out more on page 18

Three core businesses

Our focus on world-class solutions in sus-
tainable energy contributes to the global
goal to reduce emissions of greenhouse
gases into the atmosphere. This is a fea-
ture of all activitiesin all our three business
areas. Our entire value chain, from vision
to end customers, must be based on the
principles of sustainability in our manage-
ment philosophy.

Find out more on pages 40, 48 and 56

Strategic focus areas

To achieve our goals and targets, we fo-
cus on five tried and tested strategic areas
based on our business principles:

« Increased market share

« Frequent product launches
« Cost control

« Flexible, efficient production

« Sustainability throughout the added-val-
ue chain

Find out more on page 20

© NIBE’s responsibility

Long-term profitable growth and sustain-
able value creation require professional,
structured management and effective fol-
low-up. We work with clear targets that are
linked to both finances and sustainability
and follow up on all levels of the organisa-
tion.

Find out more on page 14

Risk management

As a global supplier, we face both com-
mercial opportunities and risks of various
types. We define our risks and work sys-
tematically to minimise them.

Find out more on page 78

Corporate governance

Our objective is to create long-term con-
fidence in our company by providing ac-
curate information and being transparent.

Against this background, NIBE applies
the Swedish Code of Corporate Gover-
nance (the Code) to its corporate gover-
nance.

Find out more on page 108

Our focus on world-class solutions in sustainable energy contributes to the global goal to
reduce emissions of greenhouse gases into the atmosphere. Our entire value chain, from
vision to end customers, must be based on the principles of sustainability in our manage-
ment philosophy. We are responsible not only for the financial results of our operations
but also for their social and environmental impact. NIBE’s responsibility is the Group’s
framework for the sustainability work in four different areas:

« Responsibility in business « Responsibility for employees « Local social responsibility «

Environmental responsibility

Find out more on page 28
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© NIBE’s resources

Financial

Natural resources

Business relationships

+ Working capital, including cash and bank
balances SEK 6,524 million

« Investments in non-current assets
SEK 2,058 million, of which acquisitions
SEK 1,490 million

Operations

+ 66 manufacturing units
» 37 sales offices

« 26 countries

© NIBE’s operations

Product development

» 139,000 tonnes of raw materials and
inputs

» 357,300 m3 of water

+ 0.2 TWh of energy (218 GWh)

Intellectual capital

+ 14,300 employees
« more than 70 brands

Purchasing

» Customers

+ 6,000 suppliers of direct materials
« 40,000 shareholders

+ Lenders

» More than 50 local communities

Production

Aggressive product development focused
on innovation for sustainable develop-
ment adds value for customers, society
and the environment. Fossil-free technolo-
gies, higher energy efficiency and reduced
impact on the environment are the factors
guiding all product development.

Sales

Responsible purchasing subject to criteria
for quality, ethical business principles and
sustainability adds value for our suppliers,
their employees and their subcontractors.
Materials purchasing is coordinated within
and between business areas if there are
obvious benefits to be gained from joint
purchasing.

Products in use

Honest marketing of sustainable products
and solutions lays the foundations for
customer satisfaction, long-term relation-
ships and stable earnings. By arguing in
favour of our sustainable products and so-
lutions, we are also taking a clear initiative
on climate issues.

© NIBE adds value

Stakeholders  Financial value

Our products add value for our custom-
ers year after year in the form of reduced
energy costs, reduced climate impact and
better functionality. This also means that
customers contribute to the switch to a
more sustainable future.

High productivity, efficient resource
utilisation, minimum environmental
impact and a good working environ-
ment add value in the form of optimum
quality for both products and employ-
ees.

© NIBE’s impact

Products

Customers Sales

Suppliers Payments
Shareholders Dividend
Employees Salaries and social

security contributions
Public sector Taxes
Local communities Sponsorship, donations
Lenders Interest
Long-term approach Investments

For more details about our environmental impact, see
our GRI Appendix (www.nibe.com/gri2017)
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SEK 19,009 m
SEK11,235m
SEK 444 m

» Percentage of LCE-classified products: 51.2%**

+ Heat pumps, renewable energy

« Solar products, renewable energy

SEK 4,844 m
SEK 510 m
SEK2m
SEK 129 m
SEK 2,058 m
Environment

« Heat exchangers, energy recovery, energy optimisation
» Components, energy conservation

« Stoves, renewable energy

+ 29,070 tonnes of waste, of which 78% to external recycling

+ 16,900 tonnes CO2 emissions into the air

“*FTSE LCE ICS™(Financial Times Stock Exchange Low Carbon Economy
Industrial Classification System) is a quantitative model designed to
permitinvestors to assess a company’s ability to adapt its business to
requirements for reduced climate impact and depletion of resources.
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Financial targets for long-term positive development

Operating margin

The operating profit for each business area and for the Group shall be at least 10% of sales over a full business cycle.

Target

12.3% Group

The operating margin must be at least 10% to give operations
stability and prepare them for both acquisitions and rapid
changes in the business environment. This is one of the corner-
stones to ensure long-term positive development and continu-
ous growth. During the past five years, the average operating
margin for the Group has been 12.5%.

Operating profit in 2017 improved by 18.4% compared with the
previous year, while the operating margin fell from 12.9% to

Growth

Target achievement
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12.3%. The completed acquisitions had some negative impact
on the operating margin.

Because of the acquired companies’ varying levels of profit-
ability and seasonal patterns, a full 12-month period is re-
quired before a completely accurate operating profit can be
recognised. Administrative acquisition expenses amounted to
SEK 34 million (SEK 60 million) during the year and costs were
recognised for acquisition processes that were discontinued.

Average year-on-year growth shall be 20%, half organic and half acquired.

Target

23.9% Group

Half of the targeted average year-on-year growth should be
organic over time. Stagnating growth is a threat to the mainte-
nance of good, sustainable profitability. Historically, acquired
growth has balanced organic growth in that it has usually been
lower than organic growth in good times and higher in difficult
times. During the past five years, total average growth has been
15.6%.

Target achievement
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The companies acquired in 2017 injected combined annual
sales of just over SEK 1.7 billion into the Group, of which just
under SEK 1.1 billion impacted 2017 sales. Including all the ac-
quired companies and calculated on a rolling 12-month basis,
consolidated sales are now at SEK 19.6 billion, meaning that the
sales target of SEK 20 billion should be achievable by 2020.
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