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Important information
concerning IFRS

¢ Oriflame has implemented IFRS 15 Revenue from
Contracts with Customers from 1 January 2018. Early
adoption of IFRS 16 Leases has been carried out to
allow all changes to be implemented at the same time.

¢ The application of IFRS 15 has impacted the income
statement at different levels in the form of a one-off
adjustment and a reclassification of costs. In order
to facilitate an analysis of the company’s underlying
performance and minimise the impact of the one-off
adjustment, Oriflame has decided to recognise the
new IFRS 15 standard in applying the cumulative effect
method on the date of initial application, with no re-
statement of the comparative period presented.

e To facilitate s comparison with the 2017 figures, the
company has prepared fully adjusted 2018 figures
in the first section of the annual report (pages 1-65),
excluding the impact of IFRS 15, IFRS 16 and related
accounting alignments. The fully adjusted figures
are comparable with the figures already recognised

for 2017.

¢ Please note that due to accounting principles and the
chosen implementation options of the new IFRS stand-
ards, the consolidated financial statements and related
notes in the annual report have been calculated in
accordance with IFRS (following the adoption of IFRS
15 and IFRS 16). These figures are not comparable with
the figures already recognised for 2017.

¢ Unless otherwise stated, the figures, graphs and
comments in this annual report are based on the fully
adjusted 2018 figures to facilitate a comparison with
the 2017 figures.



Our Formula

Oriflame’s business success is built on a simple formula:
combine people’s natural desire to improve their lives with
the right opportunity, and create real, positive change.

We are proud to offer people all over the globe the opportunity to make
that change. If they share our passion for beauty and wellness, we can
help them bring more of it into the world. For most people, this means sav-
ing money while enjoying our responsible beauty and wellness products.
For others, it means using our direct-selling model to earn an income or to
build a business.

Oriflame has a proven business model, perfect for the modern networking
world. It is flexible, digital and powered by millions of trusted relationships
and recommendations. With low risk we offer “entrepreneurship in a box”.

By accelerating our business, we have a positive impact on people and
communities around the world. The value of local entrepreneurship in our
global society is well recognised, from the jobs it generates to the skills

it nurtures.

More than 50 years in, Oriflame is the choice of three million people. Look-

ing ahead, we are committed to continuing to build on this simple formula
- empowering people and enabling positive change around the world.









For Oriflame, 2018 will be remembered as a year

of financial stability, but beneath the surface there
was a great deal of turbulence, with completely
altered roles and developments in our geographical
platform. On the one hand, there were challenging
market conditions in some of our most important
growth markets; on the other hand, we witnessed a
turnaround in most of our more mature markets. In
light of currency headwinds, a thoroughly altered
geographical mix and difficult comparables to the
50" Anniversary year 2017, we are pleased to report
a year of healthy profitability and financial stability.

At this time a year ago, | said, “we see immense potential

in both our more mature and our growth markets. What we
know for certain is that the geographical balance will contin-
ve to vary over time.” Still, | must admit that, looking forward
at that point in time, | absolutely did not expect such a com-
plefe turnaround of the company’s geographical balance.
In hindsight, we can see that our strongest growth markets in
the past have had a tough year. This is not only due to macro
factors beyond our control, such as a 7-percentage-point
currency headwind, but also to launches and campaigns
with less than stellar results, mainly during the second half of
the year. On the other hand, many of our previously weaker
markets have experienced a turnaround. To me, this is an
incredible sign of strength and demonstrates Oriflame’s
capacity to continuously find new solutions.

To highlight a few changes in particular, | would like to
mention the positive momentum we have seen in CIS, the turn-
around in Latin America and Europe & Africa as well as the
transformation in India - a country at the heart of this year's
most turbulent region, Asia and Turkey. 2018 was also a year
of extreme weather events and the Intergovernmental Panel
on Climate Change (IPCC) Special Report on 1.5°C showed
an urgent need for climate action. | am therefore proud to say
that Oriflame now has 100% renewable electricity at all

Oriflame operated sites and has committed fo set company-
wide emission targets that align with climate science for 2030.

Oriflame’s ability to create change

Yet again it must be stated: to Oriflame, change and chal-
lenges are a fact of life. Year after year, our business model
has proved itself to be strong. We have made a swift digital
transformation and now combine social selling with digital
tools. 2018 was no exception - online activity increased, 96
percent of the company’s global orders were placed online,
and the share of orders placed using mobile devices reached
over 50 percent.

We have a clear growth strategy. Although we are evaluat-
ing every step forward and calibrating our stakes in every
market, the direction is clear. We aim for 10-percent average
annual local currency growth and a 15-percent operating
margin. Essentially, it is about finding the right offer or income
opportunities for our Consultants. Key to this process is the
focus on our strategic product categories (Skin Care and
Wellness), which accounted for an increased share of our
turnover. These product categories comprise high-value

and high-margin products that drive profitable growth and
create brand value and loyalty - thereby supporting the
growth of the company as well as the earnings opportunities
for our Consultants.



Oriflame’s capacity for finding new solutions

Oriflame’s idea is to give people around the world the
opportunity to change their lives by offering entrepreneurship
and personal development. In order to succeed, we need

to be relevant for those who are most relevant fo us - our
Consultants. What creates success for them, creates success
for us. Flexibility, development and the ability fo control one’s
own time are becoming increasingly important for the Con-
sultants and customers of tomorrow.

We must always be on our toes, in order to face a future

with ever-growing competition that is increasingly taking
place online. This is why we developed a model for our more
mature markets that is more advanced and more adapted to
today’s digital communication channels. The model clearly
targets customers who are consumers of Oriflame products,
VIP customers, as well as those for whom Oriflame is a part-
time or primary earnings source. Our goal is for them to be
able to earn as much as a school teacher within a period of
12-18 months. The Mature Market Model was launched in
Finland in 2018, and the reception has been positive. Next in
line are markets such as the United Kingdom and the Nether-
lands. To keep developing, we cannot solely strive to do new
things — we must also do things in new ways. Sometimes, this
can mean faking a step back. During 2018, we vitalised the
Oriflame Way, which encapsulates our heritage, history and

company culture. These have been important success factors
during our first 50 years, and will remain important for the
next 50.

Going forward

From an operational standpoint, our main focus going for-
ward is to secure growth in Asia, as fast as we can. We are
taking measures to achieve this aim, while maintaining our
ambition to return to long-term, sustainable growth. From a
strategic standpoint, we will make sure that necessary invest-
ments are made to become an even more digital company
than we are today. | look forward to continuing the roll-out of
our Mature Market Model, making new progress with respect
to Skin Care and Wellness routines in order to strengthen our
Consultants” earnings opportunities and loyalty. Our com-
mitment to sustainability stands firm and in 2018 we updated
our Sustainability Strategy, to reflect our continous focus of
efforts in the areas of Opportunity for Consultants, Respect
for Nature and Passion for People. These focus areas well
represents what matters most to our stakeholders.

To illustrate the passage of time, | would like to look back at
my closing words from 2017: “A changeable world and an
unpredictable future are simply part of our everyday lives.
We have a strong platform to stand on, with a business model
that has proven to be adaptable, and a genuine corporate
culture. Our main focus now is on raising our Consultants to
new levels and helping customers to find the right products.
Our task is to ensure that we create value - for our Consult-
ants, our employees, our shareholders and our surroundings.”

/ @/6/// ,J&/;W%%

Magnus Brannstrém, CEO & President



How would you describe 2018 in brief?

2018 was a year of stable development for the Group,
but beneath the surface it was also quite turbulent, with a
thoroughly altered geographical mix that placed consid-
erable demands on our organisational flexibility but also
shows the strength of our business model.

What was the most satisfying
development in 2018?

I would have to say our turn-around in the whole of Europe.

What was the most surprising
development in 2018?

The pervasive change in our geographical platform
towards the end of the year. Many of the countries that
previously struggled are now doing well - and conversely,
those that used to do well are now struggling.

Can you point to any specific event
during the year that speaks to what
Oriflame represents?

The launch of our Mature Market Model in Finland, among
other countries. This launch shows our capacity to continu-
ously find new solutions.

What will Oriflame focus on in 2019?

Securing continued growth in Asia and becoming an
even more digital company than today - with social
relationships and entrepreneurship as a foundation.



How Oriflame creates value

Resources

Financial capital
Capital provided by investors

Social and
relationship capital

Three million Consultant relationships

Human capital

A skilled and diverse workforce

Manufactured capital

Manufacturing sites, support offices and
offices in more than 60 markets.

Intellectual capital

Strong product development process with a
Global R&D and Skin Care Research Institute, a

solid success plan and a unique Swedish brand.

Natural capital

Raw materials

The Oriflame business



Value created 2018

Oriflame’s business model delivers financial value

e Operating margin: 11.3%

» Net debt at hedged values/EBITDA: 0.3*Shareholder dividend
proposal to the 2019 AGM: €90m, 94% of net profit for 2018

¢ Consultant bonus and performance discounts: €370m

Oriflame enables people to change their lives for the better

Personal benefits of direct selling - strongly agree/tend to agree
(Source Seldia):
¢ ltis a good way to earn additional income: 81%

Oriflame builds a diverse and safe workforce

e Women represent 40% of the global management team
39 nationalities in the six global support offices

Oriflame creates products that bring beauty and wellbeing
e No. of products: ~1000
e Pairs of lips made beautiful by Oriflame lipsticks: ~6 billion.

Oriflame develops new products and builds a strong brand

e Share of new products in total product portfolio: ~1/3

¢ Oriflame brand tracking (Consultants): 793 (closest competitor
at 100, measured on prioritised associations).

Oriflame’s improved environmental footprint

¢ GHG emission development per sales vs 2010: -27%

¢ Paper packaging, product leaflets and catalogues that came
from credible certified or recycled sources: 96%

e Social security, pension and corporate income tax expenses™™:
€74.4m

*EBITDA is adjusted for the impact of IFRS 15 (around €4m) and IFRS 16 (around €25m) in order to

make it comparable with 2017 EBITDA.

**Excludes taxes withheld from Consultants, suppliers and employees.

¢ |tenables me to meet new people: 85%

e Ithas helped me to improve my self-esteem and confidence: 70%

e Ithas helped me to improve my business management and sales
skills: 66%

¢ 5] occupationalinjuries per million hours worked in manufacturing.
e 2.4 occupational injuries per million hours worked in
non-manufacturing

¢ No. of days started with a vitamin- and mineral supplement
intake: ~50 million.

e Certified sustainable palm oil by physical supply chain/ RSPO
Book & Claim Credits: 39%/61%

e Renewable electricity at all Oriflame-operated sites: 100%

» Waste that avoided landfill (manufacturing): 99%






Highlights
in 2018




Financial
highlights

2018 was a year of mixed performance for Oriflame. On the
one hand, the company faced challenging market condi-
tions in some of its key markets and difficult comparables

in 2017, which included various 50th anniversary activities.
On the other hand, the strategic categories - Skin Care and
Wellness - continued to increase their share of overall sales
and online activities remained at a high level. While Asia &
Turkey displayed a weaker development during the second
half of the year, improved sales momentum was seen in most
other regions. Despite currency headwinds and a changed
geographical mix, Oriflame reported healthy profitability for
the year and the financial position remained solid.

e Local currency sales increased by 3% and euro sales
decreased by 3% to €1,318.9m (€1,363.1m). Euro sales
amounted to €1,278.8m* in accordance with IFRS.

¢ The operating margin was 11.3% (11.7%), negatively
impacted in an amount of 220 bps from currencies, and
operating profit was €149.3m (€159.0m). The operating
margin was 12.0%* and operating profit was €153.Im* in
accordance with IFRS.

¢ Net profit was €926.1m (€92.6m) and diluted EPS amount-
edto €1.69 (€1.62). Net profit was €95.4m* and diluted
EPS amounted to €1.68* in accordance with IFRS.

*Figures following the adoption of IFRS 15 and IFRS 16.



Long-term
financial targets

Comments on the
year’s outcome

Local currency
sales growth

Oriflame aims to achieve
local currency sales
growth of approximately
10% per annum.

Operating
margin

Criflame aims to achieve an
operating margin of 15%.

Net debt/
EBITDA

Oriflame’s target range is
a net debt at hedged val-
ves/EBITDA of 0.5 0 1.5

Dividend policy
Absent changes in the
Company’s operations or
capital structure, Oriflame
intends to distribute, over
the long-term, at least 50%
of the Company’s annual
profit after fax as dividend.

15%
10% — - I . o
In 2018, local currency sales increased by 3%,
59 which was below the company’s long-term
: financial target.
0% [0 Local currency sales growth Target
2014 2015 2016 2017 2018
-5% ~
15% The operating margin decreased to 11.3%,
down from 11.7% the year before. The operating
10% margin was negatively impacted in an amount of
220 bps from currencies.
5%
[0 Operating margin Target
0% - . . *Adjusted operating margin
2014 2015 2016 2017 2018
300 €m Net inferest-bearing debt at hedged values
2 amounted to €48.4m. The net debt at hedged
2507 lues/EBITDA ratio was 0.3"
200 15 values ratio was 0.37.
150 1 [0 Net debt at hedged values*
100 - —— Net debt at hedged values*/EBITDA LTM
50 0.5 Corridor low-level /Corridor high-level
0 0 *EBITDA is adjusted for the impact of IFRS 15 (around €4m) and IFRS
-50 - 2014 2015 2016 2017 2018 16 (around €25m) in order to make it comparable with 2017 EBITDA.
3 : 200%
N L ) The Board of Directors will propose to the 2019
2,5 | 150% AGM a total dividend of €1.60 per share for
2 - ; 2018, corresponding to 94% of the net profit.
15 — 100% 8 Dividend /share
17 [ | B 09, Extraordinary dividend /share
0,5 L —— Dividend as % of net profit
0 L 0% Dividend policy

2014 2015 2016 2017 2018
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Key figures

€m unless stated otherwise 2018*

Sales £1,2788 |

Gross profit 885.1
Gross margin, % 692
Operating profit 153.1
Operating margin, % 12.0
Nt profit 95.4
Diluted EPS, € .
Net interest-bearing debt : 0
at hedged values/EBITDA :
Registered actives, “000 3,105

*Figures following the adoption of IFRS 15 and IFRS 16.

2018**

1,318.9

957.4

72.6

149.3

11.3

96.1

1.69

72.4

0'3***

3,105

**Figures excluding the impact of IFRS 15, IFRS 16 and related accounting alignments.

The numbers are fully comparable with the figures recognised for 2017.
***EBITDA is adjusted for the impact of IFRS 15 (around €4m) and IFRS 16 (around €25m)

in order fo make it comparable with 2017 EBITDA.

16

2017

1,363.1

994.6

73.0

159.0

117

92.6

1.62

285

0.0

3,067

Change
%**

-3%

-4%

-6%

4%

4%

208%

N/A

1%

Regional sales

39% 12 %
Asia & Lohn
Turkey America
(38) (12)

. 25%
24% , Europe &
CIs (26) Africa (24)

Regional operating profit

51% 8%
Asia & ‘—m"n
Turkey America
0 ©)
18% ‘ N\_23%
—2 7 Europe &
Cis(21) Africa (20)
Registered actives

34% 10%
Asia & Lchn
Turkey America
(37) @)
31% °

Europe &
CIS (28) Africa (26)



Salesin over

60

countries

6,143

full-time equivalent
employees

96 %

of all orders
placed online

€1.3b

in sales

3.Im

registered actives

6

different product
categories

Founded in

1967

11.3%

operating margin

~1,000

products

HIGHLIGHTS IN 2018



Sustainability
highlights

During the year, Oriflame’s sustainability work continued

to progress within three focus areas: Opportunity for
Consultants, Respect for Nature and Passion for People. The
company continued to distribute bonuses and other forms of
recognition to its Consultants. In 2018, more than €370m
was distributed.

The aim of Oriflame’s Responsible Paper Sourcing Commit-
ment is to source 100% of paper and board packaging and
catalogues from either credibly certified and/or recycled
origin by 2020. During 2018, a result of 96% was reached.
Oriflame will keep working to ensure that 100% of its paper is
proven acceptable under the paper commitment.

Oriflame has been working to reduce its climate impact since
2010. By 2020, the goal is to reduce the company’s green-
house gas emissions by 50% since 2010. The company’s
emissions have so far decreased by 27%. The decrease in
2018 was mainly due to the purchase of tfraceable renewable
electricity in all markets.

Oriflame believes that a mix of genders, nationalities and
cultures performing on equal terms leads to better decisions,
ideas and products. By 2020, the goal is to ensure that the
minority gender represents no less than 40% in management
teams. This target was achieved in 2018, with 40% women
and 60% men in management positions.

Further examples of sustainability achievements are available in the
Sustainability Report at www.oriflame.com.



Opportunity for Consultants

Target

Continue to grow the business in order to
increase the total amount paid out to
Consultants annually.

€m 400
300
200
100

2014 2015 2016 2017 2018

Comment

During 2018, Oriflame distributed
€370m directly to its Consultants
through bonuses and other forms

of recognition, a decrease from
€390m in 2017.

Respect for Nature

Target

Source 100% of paper from credible
certified or recycled sources by 2020.

Target

Reduce greenhouse gas emissions per
sales by 50% from 2010 to 2020.

100% 4 | Comment
75% Oriflame will keep working to ensure
50% that 100% of its paper is proven .
acceptable under the paper commit-
25% — ment.
0% - = Target (100%)
2014 2015 2016 2017 2018
KO/ ig n Comment
soles T The decrease in emissions for 2018
30 1 was mainly due to the purchase of
20 renewable electricity at all Oriflame-
10 - operated sites.

2014 2015 2016 2017 2018

w Target (<26.6)

Passion for People

Target

Ensure equal opportunities for all women
and men, with the minority gender repre-
senting no less than 40% in management
teams by 2020.

100%
80%
60%
40%
20%

0%

2014 2015 2016 2017 2018

Comment

The target was achieved for 2018 and
work will continue to ensure equal
opportunities for women and men.

1 Men Women

== Target (minority gender no less
than 40%)
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Product
highlights

During the year, the strategic product categories of Skin
Care and Wellness increased their share of the full-year
sales. The main initiatives within Skin Care were the intro-
duction of NovAge Men as well as the Chinese launch of the
premium and multi-benefit Skin Care routine Innoage Youth
Preserve. The growth in Wellness was primarily driven by set
sales, and the Wellness by Oriflame Probiotic supplement
was one of the key launches.

In Colour Cosmetics, The ONE Wonderlash Mascara XXL
was introduced and the best-selling lipstick Colour Stylist
Ultimate Lipstick was re-launched. Under the Giordani
Gold brand, the foundation Mastercreation was added to
the portfolio.

The performance in the Fragrance category was primarily
driven by new products. Key launches during the year includ-
ed Lucia Bright Aura, Eclat Mon Parfum and Men’s Collection
Intense Oud.

In Personal and Hair Care, an upgraded collection of
Swedish Spa products was infroduced, consisting of seven
products.



Sales by

product category

Skin Care

€m
400+

300+
200

1004

Personal & Hair Care

€m
4007

3004
2004

100+

Colour Cosmetics

€m
400 7

300

200 A

100 4

Accessories

€m
160

120
80

40

Colour Skin Care
Cosmetics 29% (28)
19% (21)
Personal and
Wellness Hair Care
13% (11) 16% (16)
Accessories l‘ Fragrances
5% (5) 18% (19)
Fragrances
€m
400
300
200 -
100 4
0.

14 15 16 17 18

Wellness

€m
200

1501
1001

50 ~

14 15 16 17 18
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This is
Oriflame

Why buy?

Beauty as a way of life; your
healthy lifestyle, beautiful skin
and personal expression

Why join?

Make money today and fulfil
your dreams tomorrow

Our brand
positioning
Beauty by Sweden

What makes Oriflame unique is its Swedish approach to

offering beauty and business to people around the world.

Our Swedish
attributes

Accessible, Natural,
Progressive, Trustworthy

Oriflame is proud of its Swedish heritage, as it plays a
vital role in what makes the company unique and has
helped to define how the company operates. Sweden is
a country with many positive associations and, as the only
Swedish brand in the global beauty arena selling direct,
Oriflame holds a unique position.

Our values

Togetherness, Spirit, Passion

The Oriflame community is united by the shared values
of Togetherness, Spirit and Passion. These three words
have guided the company for a long time and will contin-
ve to guide Oriflame in the future. The values are infused
into everything the company does and living by these
values guides the culture and the decisions made.

Our mission

To fulfil dreams



Our vision

To be the #1 beauty
company selling direct







Growth strategy

Further penetration of existing markets

Oriflame will focus on further penetration of the markets in which it currently
operates, with an emphasis on its six strategic markets: Mexico, Russia, Turkey,
India, China and Indonesia. Oriflame aims to achieve local currency sales
growth of approximately 10% per annum, with approximately 5% driven by
growth in the number of registered actives and 5% by productivity growth.

Registered Productivity

actives

Price/mix

The main part of Oriflame’s operations are
conducted in emerging markets and the
company is used to mitigating currency
movements. Oriflame’s strategy is to offset
devaluations primarily through price
increases. Furthermore, Oriflame aims to
continue to drive a positive mix effect across
the business. The mix will be a combination of
geographical and product mix, mainly driven
by the focus on Skin Care and Wellness.

Sales

Entering
new markets

Over time, Oriflame will
expand into new geo-
graphical markets, primarily
through organic expansion.
During the first years after

a new market entry, there is
normally only limited growth
in absolute numbers.

Efficiency measures

Oriflame aims to further
improve the capacity utilisa-

tion in manufacturing through
various supply-chain efficiency

measures:

1. Insourcing external volumes

2. Adding new technologies

3. Reaching new target
customer groups in other
distribution channels and
geographies

Leverage on
assets and
overhead costs

Through a combination
of organic sales growth

and cost control, Oriflame

aims to achieve further
leverage on its assets and
overhead costs.

Driving a sustainable business with a strong corporate culture

27



The Oriflame business model

THE TRANSFORMATION THROUGH THE YEARS
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“A recommendation
from a friend is trusted
by 83% of people”

Source: Nielsen Global Trust in Advertising 2015




Social selling

BENEFITS OF A TRUST-BASED PURCHASE

Retq il (bricks and mortar, online)

Advertiser
Manufacturer Wholesaler .d S/
influencer
Social selling
Manufacturer .Con.sultont/
micro influencer
Consumer
Consumer benefits Consultant benefits
¢ Direct contact with the seller, e Earning opportunity in a
resulting in trust-based changing world
personal purchase e Opportunity to run own business
e Personal advice tailored to at minimum cost/low risk
customer needs ¢ Freedom to choose when to work
¢ Online orders and home and how much to work
delivery  Social contact and personal

development

Retailer
Consumer

Oriflame’s social selling model
structured for the 21+ century

96% of purchases online

Consultants use the latest online tools to
deliver personalised recommendations

Consultants help consumers find the right
products

Company benefits

No retail property, rent or rates

Effective “socially-based” distribution
channel

Less need for traditional advertising

No requirement for high capital
investment

Low cost and effective method to enter
new markets

31
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Beauty entrepreneurship

The basis for Oriflame has always been social selling.
As part of the global digital transformation, Oriflame’s
business model is evolving and now largely comprises
an online model.

Oriflame’s digital strategy has a consultant-centric app-
roach, which means that the initiatives are shaped from the
perspective of how the Consultants are empowered to sell,
recruit and manage their business using the latest digital
tools. This also means that Oriflame aims to reach the online
beauty shopper segment mainly through its Consultants,
thereby leveraging the power of personal recommendation
online. This can, for example, take the form of a Consultant
sharing inspiring and insightful beauty content with their
friends through social media that is connected to a relevant
and attractive product. The product can then either be deliv-
ered personally by the Consultant or shipped directly fo the
customer by Oriflame.

The Consultants are compensated for the actual sales vol-
umes generated by them and their network. Consultants can
use personal links when recommending Oriflame on digital
platforms. Any lead that uses such a link as a point of contact
with Oriflame will be attributed to the appropriate Consultant
when registering or making a purchase. Oriflame never by-
passes the Consultants and in cases of drop-in registrations
where no Consultant can be identified, a fair share allocation
algorithm is used o ensure that the commission is still distrib-
uted to the Consultants.

As the digital transformation continues, Oriflame is focusing
on the needs of tomorrow, developing new tools and new
ways of thinking. In order to better understand the behaviour
of the Consultants and thus be able to communicate in arel-
evant way, Oriflame is also pursuing analytical segmentation
and marketing automation.

China WeChat sharing

Oriflame’s business in China is to a large extent
conducted via WeChat, a multipurpose messaging,
social media and mobile payment app. Consultants
use WeChat to promote and sell products as well as
to recruit and train their network.

Consultant endorsing a
new product by sharing
her user experience

Consultant sharing
personal QR code for
potential recruitment



The use of Oriflame mobile apps continued to increase
during the year.

The Oriflame app’

1000
900 —
800
700
600
500 —
400
300
200
100

Ql Q2 Q@3 Q4 QI Q2 Q3 4
2017 2017 2017 2017 2018 2018 2018 2018

Active monthly users (thousands)

*Figures also include the a app tailored for Chinese infrastructure and market preferences

The Oriflame Business app
600
500
400
300
200

100

Ql Q2 Q@3 Q4 QI Q2 Q3 4
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Orders online
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The business
opportunity

Since the very beginning, Oriflame has made entrepreneur-
ship accessible. With an attractive joining fee and no need

to invest in product inventory, Consultants have the opportu-
nity to start using and selling Oriflame products and making

money from day one.

Oriflame acknowledges the importance of offering an
attractive earnings proposition that is trustworthy, simple and
easy to understand. This is supported by an increased focus
on selling more per customer contact by presenting daily
routines offered in sets at good value, as well as an integrat-
ed suite of attractive and modern business tools that help the
Consultants to manage and develop their business.

Oriflame distinguishes itself by taking a human-touch
approach in all of its interactions with Consultants. Oriflame
aspires to be known as a company in which Consultants feel
seen, appreciated and recognised. Personal and profession-
al development is another important part of the consultant
value proposition. Oriflame aims to provide the Consultants
with a rewarding journey and delivers on this by offering
world-class tools, training, conferences and events, but
equally important are the daily activities and interactions
within the networks.




Why join Oriflame?

Low risk

Significant earnings potential
Training/ conferences

Changing employment landscape

- Demand for new ways of
earning money

- Demand for flexible/
part-time work

- Desire to be self-employed/
“own boss”
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“Iknew from the start
that with Oriflame’s
successplan, lcanearn
money and build
a brighter future.”

Rengthangpuii Sailo
Director, India

“To fulfill my dreams
oftravelling
the world.”

Dianarose Bardo Mwanyika
Senior Gold Director, Tanzania

“Because ofthe
fantastic business
opportunity to build
my network online.
| also enjoy planning
my own schedule.”

Milan Matis
Manager, Slovakia

“We were dreaming
abouta European
lifestyle, a good
income and the
opportunity to travel.”

Olga and Victor Kukushovy
Executive Directors, Russia



“To develop personally
and professionally and be
the strong woman that
| dreamedtobe.”

Yousra Abed
Senior Manager, Algeria
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Beauty by Sweden

Oriflame offers a wide and dynamic assortment of high-
quality products that combine the best of nature with ad-
vanced science, and use safe eco-ethically screened ingre-
dients. The portfolio includes everything for a healthy lifestyle,
beautiful skin and personal expression. It spans six comple-
mentary categories: Skin Care, Colour Cosmetics, Fragrance,
Personal and Hair Care, Accessories and Wellness.

The beauty offering is developed with the Consultants in mind,
supporting the Oriflame recommendation model and thereby
driving activity and retention. The products should be easy to
buy and recommend to others because of their high quality,
great product stories and unique product benefits - providing

Skin Care and
Wellness account-
ed for 42% of FY
2018 sales and are
expected to account
for about 50% in the
medium term

a compelling and relevant proposition. All products serve a
specific purpose in the product portfolio and across various
sales tools and methods. Some products may play the role of
door-openers and activity-drivers and are well suited for the
catalogue. Some may be designed to create a buzz that at-
tracts customers via social media, while others are intfended
to strengthen the brand and the product culture.

Skin Care and Wellness are strategic product categories that
drive sales and profitability, create brand value and loyalty,
and increase productivity and income opportunities for the
Consultants. These are also categories that customers often
need more help navigating and where the Consultants can
add value by helping the customers to identify the products
that meet their individual needs. Skin Care and Wellness dai-
ly routines are a key element in the beauty offering, clearly
reflecting Oriflame’s belief in the synergy effect of combining
products to obtain the best individual results.

Why focus on Skin Care and
Wellness sets and routines?

Customer: Best result for skin and health

e Consultant: Added value and income opportunity
e Leader: Business growth and profitability

o Company: Profitable growth, brand and loyalty



Six product categories with different
roles within the portfolio:

Earning opportunity Business and earning Point of entry + Activity
+ Loyalty + Activity opportunity + Loyalty
Earning opportunity + Loyalty Point of entry + Activity Add-on sales + Point of entry

+ Add-on sales
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Oriflame’s

sustainability strategy

Oriflame has a vision to become a sustainable company.
The sustainability strategy is there to help the business
succeed while also enabling Oriflame to contribute to a
more sustainable planet.

This long-term commitment to becoming a sustainable com-
pany is also echoed through the Swedish brand attributes
and the focus on using ingredients from nature.

Oriflame started updating its sustainability strategy in

2018. Overdll, it's about increasing the company’s posi-
tive impact whilst reducing the negative. This combination

is absolutely fundamental and has helped to create the
three core areas: Opportunities for Consultants, Respect
for Nature and Passion for People. By establishing a more
explicit strategy than in the past, Oriflame aims to capture
the core of its business model - how the opportunities given
to the Consultants translate into real positive change. This
can range from a simple increase in disposable income and
the social impact this has on a family, fo increased business
skills, improved self-esteem and confidence as well as a
newly acquired sense of belonging. The company’s efforts
to reduce its impact focus on actions in areas that offer the
greatest opportunities and possibilities o achieve change.
The newly set target to reduce the company’s environmental
footprint per unit of product by 50% by 2030 demonstrates
Oriflame’s serious commitment to eliminating the negatives
of the business.

Becoming a sustainable company is a journey with a moving
target. Recent developments in relation to climate change
and biodiversity loss indicate that the need to achieve funda-
mental change has become even more urgent.

There has also been an increased interest in sustainability
among employees, investors and Consultants. Being able to
meet their expectations of Oriflame as a company is naturally
very important. In fact, for all of the reasons mentioned
above, delivering on the sustainability strategy could not be
more important.

Oriflame’s updated strategy has three focus areas:

1. Opportunity for Consultants

2. Respect for Nature

3. Passion for People

These three core areas are underpinned by 12 subareas
which contain 47 targets with different time horizons. Most
new targets are set for 2025. Oriflame has also created @
number of 2030 targets in order to push itself even further,
and to align the company with the UN Sustainable Develop-
ment Goals.
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Opportunity
for Consultants

Oriflame’s business reaches around three million
consultants and an estimated seven million customers
every year, giving Oriflame a unique opportunity to
touch people’s lives. This is a core part of Oriflame’s
business model and is at center of the updated sustain-
ability strategy.

Social selling gives people - most often women -

a real opportunity to earn a flexible income stream
that is easily combined with other work or occupations
including childcare, studies or working from home.
Flexibility and freedom are critical in many of the
countries where Oriflame operates. Furthermore, when
people become part of the Oriflame family, they gain
access to a network, fo training, fo meetings and to
conferences. They also earn recognition, which boosts
their abilities, self-esteem and confidence.

All these benefits enable sustainable development in
both a social and economic sense, in areas where

it is often mostly needed. To keep moving forward,
Oriflame will measure how people are touched by
the business and what that does for them socially and
economically.

Oriflame’s vision is to become the #1 beauty company
selling direct. To reach this goal, the business oppor-
tunity will need to become even more accessible to
people around the world.

Passion for People

Oriflame is a people’s company. At Oriflame, both

the employees and the Consultants like moments of
sharing, recognition, enjoyment and celebration. This
section of the strategy covers the targets that relate to
people. This includes Oriflame’s employees as well

as the Consultants, customers and those employed by
Oriflame’s suppliers. Hence we address issues such as
human rights, consumer safety, diversity and inclusion,
corruption, and employee health and safety.

Respect for Nature

Respecting nature starts by truly valuing its contributions.
This includes valuing the services nature provides, such
as clean air and water, a stable climate and much more.

Of course, Oriflame is already on the path towards
sustainability, and is always finding new ways to accel-
erate this journey. In practice, this for example means
finding ways to preventing deforestation, avoiding the
pollution of air, land and waterways, decarbonising the
demand for energy, fuel and ingredients, safeguarding
animal welfare, and driving demand for environmentally
responsible packaging and formulas.

By 2030, Oriflame aims to reduce its environmental
footprint per unit of product by 50%.
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Value chain

At Oriflame, the main focus throughout the value chainis on
driving efficiencies and delivering on the promises to the Con-
sultants. Oriflame believes in an adaptable and sustainable
supply chain that creates value for the Consultants, facto-
ries, employees and communities. This is achieved through
enhanced processes and planning platforms, reduced lead
times, and an optimised logistics platform.

Research and development

With over 100 scientists working from Dublin and Stockholm,
Oriflame R&D is at the forefront of cutting-edge science and
innovation. Significant resources are spent fo ensure that
every product is safe to use and to protect consumers from po-
tentially harmful ingredients. Oriflame R&D rigorously screens
all raw materials, restricting many beyond European require-
ments, whilst also conducting independent product testing with
healthy, human volunteers to safeguard customer health.

R&D's dedicated team of scientists and experts ensure seam-
less delivery of effective, safe and high-quality cosmetic and
wellness products, applying their experience and expertise
in a number of disciplines encompassing clinical festing and
evaluation, ingredient extraction and analysis, biotechnol-
ogy, chemistry, skin biology, pharmacology, toxicology and
nutraceduticals.

R&D continued to represent Oriflame in the industry through-
out 2018, speaking at global, industry events and publishing
research papers and articles af the forefront of formulation
innovation and skin research.

Product development

Today, Oriflame offers approximately 1,000 products, with
newly introduced products accounting for about one third of

this amount each year. Skin Care and Wellness remain the
focus for Oriflame R&D. The first dedicated Wellness by Ori-
flame formulation and festing laboratory was fully installed

in 2018, which further strengthens our capability in Wellness
product development, ensuring R&D is prepared to meet the
demands created by the fast growth and expansion of this
strategic category.

In 2018, Oriflame filed a patent application for an anti-
urban darkening skin Signature Technology. This patent is
the culmination of a newly designed SRl discovery process,
combining digital-driven research with a targeted in vitro
testing approach. This signature technology is a blend of
biotechnology and a traditional plant extract. SRl sought to
further enhance its research capabilities in 2018, through an
“outside-in" approach, investigating potential partnerships
and external collaborations for strategic projects.

Oriflame’s signature research project, Age Reflect, was
brought to China in 2018. This research is committed to
understanding the ageing footprint of consumers, and is
tailored for China, with the aime to identify key environmental
and lifestyle factors that affect ageing within the Chinese
population. This will provide crucial insights into Chinese
consumers, their skin needs and anti-ageing requirements.
These insights will drive the development of future, intelligent
Skin Care ranges, attuned to the specialised needs of the
Chinese market.

Sourcing and manufacturing

Oriflame has six factories located in China, India, Poland and
Russia, two of which are LEED® certified. Close to 60% of
the product volumes are manufactured in-house, up from less
than 50% in 2015. Through its wholly owned manufacturing
entity, Cetes Cosmetics AG, Oriflame is taking various initi-
atives to achieve more efficient manufacturing and capacity
utilisation. This includes insourcing external volumes, adding
new technologies and leveraging the manufacturing assets
with external volumes. The production set-up is based on a



centralised supply chain network, automated pick and pack
operations, and regional hubs. Oriflame’s quality assurance
team works with both in-house manufacturing operations
and subcontracted suppliers fo achieve consistent compli-
ance with the high quality, safety, ethical and environmental
standards set by the company. Products must comply with
stringent international regulatory requirements and are exten-
sively tested to ensure optimum safety, efficiency and quality.
Oriflame has one quality standard regardless of where the
product is manufactured and the Global Supplier Evaluation
programme is a way fo improve sustainability across the
value chain.

Go-to-market

Oriflame has around 6,000 full-time equivalent employees
around the world with the same mission: to give support to the
Consultants and their businesses. Unlike retail companies,
Oriflame spends a limited amount on traditional marketing as
its key marketing channel is the company’s Consultants. The
sales teams within Oriflame work closely with the Consultants
to develop efficient sales tools for the needs of tomorrow. The
Oriflame catalogue is still an important sales tool, both the
offline and online version, and the transition towards other
online tools and apps is reaching record levels. By providing
customers with the ultimate shopping experience at their
chosen time and place, Oriflame’s sales tools support the
business opportunity of the Consultants. The planning and
preparation of various marketing activities are gradually
becoming more integrated between the regions and global
functions, while each country is responsible for adaptation
and implementation in its respective market.

Consultants and customers

Oriflame’s business model creates value by offering people
around the world the chance to improve their lives: enabling
entrepreneurial opportunities for Oriflame Consultants and a
unique shopping experience for customers. In 2018, Oriflame
had approximately three million registered actives in over

60 countries, generating annual sales of around €1.3 billion.
Anyone can become an Oriflame Consultant, as long as they
live in one of Oriflame’s markets around the world. They can
choose either to save money on the products they purchase
for themselves and their families or to earn a little extra money
through part-time income or a full-time career. In addition

to the approximately 20% commission Consultants can earn
by selling products, Oriflame distributed around €370m in
bonuses and other forms of recognition in 2018. The majority
of the Oriflame Consultants are women who live in devel-
oping countries where this kind of income can make a big
difference to their lives - increasing their purchasing power
and giving them more independence. Besides improving
people’s lives, the company uses the power of the networks
to facilitate social and environmental progress.

Read more about
the sustainability
processes in the
value chain on
the next page
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Sustainability in
the value chain

WHAT IT LOOKS LIKE IN PRACTICE FOR A LOVE NATURE SHAMPOO

Research and Product Sourcing and
development development manufacturing

¢ 100% natural extracts and natural ¢ Packaging developed with more ¢ Manufactured with 100% renew-
origin scrubs. sustainable materials, such as able electricity.

40% post-consumer recycled

(PCR) plasfic and recyclable ¢ Purchased palm oil and palm ker-

nel oil-based derivates are either

¢ Developed with biodegrada-
ble formulas. The product was

independently tested to ensure packaging. Mass Balance certified or cov-
compliance with the OECD testing * Rigorous safety testing undertak- ered with Book & Claim Credits
protocol for biodegradability. en by independent laboratories from Roundtable on Sustainable
. to confirm consumer safety. Palm Qil (RSPO).
 Allraw materials have been
screened to assess their natural- » Developed without intentional e Suppliers are a part of a global
ness, environmental impact and genetically modified organisms supplier evaluation programme
ethicalness. (GMO’s). to improve sustainability perfor-

mance.

46



