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The forecaster's guide to PMis

* Asthey have crossed above 50, we revisit sensitivity to PMI...
U ...with Metso, Hexpol, Assa, SKF and Volvo closely aligned
. Sector has run ahead; Volvo and Assa strike an attractive balance

PMis highly predictive for Metso, Hexpol, Assa, SKF, Volvo

In this report, we revisit the predictive power of purchasing managers
indices (PMI). Particularly on an aggregate basis, these are trustworthy for
anticipating changes in growth rates, but they are also very useful on the
company level. Looking at the past 10 years, and applying individual lags
from PMI to organic sales growth, we find the strongest explanatory values
for Metso, Hexpol, Metso, Assa Abloy (somewhat surprisingly), SKF and
Volvo. The correlation is also meaningful for Hexagon, Sandvik, Epiroc
and Trelleborg, while it is low for Kone, Autoliv and ABB.

PMis now above 50, but 55 is not a given

PMis improved in early 2026 to 50.9 on a globally weighted basis. Both
our and consensus' earnings scenarios seem aligned with a blended
global PMI moving to 53 from the current 50.9. Due to a prior mild
downturn and structural issues in Europe, we do not believe 55 is

very likely. That said, the biggest upside compared to our current top-
line expectations would be found in Volvo, Traton, Metso and Hexpol.
Conversely, retracing to 47 would mean double-digit sales declines in the
same companies, and also an almost 10% theoretical top-line downside
in Sandvik, Epiroc, SKF and Trelleborg. Companies with meaningful PMI
correlation that would still be able to report sales growth under such a
bearish scenario would be ABB, Alfa Laval, Hexagon and Munters. While
this is based on historical numbers, these companies have been less
affected by the cycle than typically perceived.

Stock market typically trades in tandem, currently ahead

The sector's turning points and valuation multiples correlate
simultaneously and closely with PMIs. At this point, the sector is unusually
frothy in relation to this. We think companies that strike a good balance
between potential PMI upside, valuation and geographical exposure
include Volvo and Assa Abloy.
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PMIs now rising again
PMI's declined at the end of 2025 but have markedly improved in early 2026. The US in particular made a turn for the better,
with two ISM readings above 52, but also Europe returned to above 50 in February. Throughout this report, we use our own
blended PMI consisting of ISM, Eurozone PMI and China NBS PMI. From a sector point of view, the PMIs have a great
significance over time, with PMIs over the last 20 years explaining roughly 60% of the sector's organic growth in orders (with a
0.76 correlation), and 45% of sales (0.67 correlation).

While recent geopolitical events and raw material volatility could easily disturb this, many of our recent discussions with
investors have focused on potential cyclical winners, and it thus makes sense to revisit the predictive power of PMls.
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Where are PMIs relevant?
We compare company sales growth to globally weighted PMIs over the last 10 years. We lag company sales individually — up
to five quarters — to find the best fit. The companies with the highest explanatory values from global PMIs are Metso (with a

three-quarter lag), Hexpol (1Q), Assa Abloy (2Q), SKF (no lag), Volvo (1Q), Hexagon (no lag), Sandvik (1Q), Epiroc (1Q) and

Trelleborg (2Q).
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PMiIs vs. sector organic orders and sales
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We find PMIs to be of limited relevance for Kone, Autoliv and ABB.

PMI explanatory value and impact on growth

PMls impact on organic growth
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Capital Goods

How much do they matter?

The next question is: how much does it matter? The chart above shows how much additional growth a company typically
experiences from a one-point improvement in the PMI. As can be seen, among the names where PMIs have a good explanatory
value, it has the highest impact on Hexpol (one point on PMI gives 2.6pp additional growth), Metso (2.2pp) and Volvo (2.0pp).

Of course, that only tells part of the story. We also need to consider the PMI threshold for achieving growth. Companies with the
highest delta to changes also need the highest PMI to start growing in the first place. Companies with a reasonably low growth
threshold but still some correlation with PMIs include Nibe and Atlas Copco.

PMI threshold for sales growth
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Source: Company data, FactSet

Footnote: Light blue=low explanatory value; gold=high explanatory value

Impact from a moderate growth scenario

We believe that industrial demand will gradually improve. However, we are not certain that we will see PMI figures above 55,
as was the case during the recoveries of 2017-18 and 2021. This is because we do not consider the most recent downturn to
have been particularly dramatic. In fact, sector sales barely declined in 2024-25. Secondly, some of the headwinds, particularly
in Europe, must be considered structural, not least due to the shift of automotive production to China.
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The table below summarises the predicted growth from different levels of PMls, based on the last 10 years of history. We
acknowledge that e.g. price may be a bigger factor than during the reference period, but this is also uncertain, and history is
seldom a bad guide for the future.

Calculated growth and ABGSC forecast

Calculated growth at PMI 2026 est Lag to PMI
Company 47 50 53 56 ABG Quarters
ABB 2% 3% 4% 5% 7% 3
Alfa Laval 0% 2% 5% 8% 5% 5
Assa Abloy -1% 2% 5% 8% 5% 2
Atlas Copco 1% 4% 6% 9% 4% 2
Autoliv 3% 5% 7% 9% 0% 1
Epiroc -1% 3% 7% 11% 7% 1
Hexagon 1% 3% 5% 7% 5% 0
Hexpol -12% -5% 3% 11% 3% 1
Kone 4% 4% 4% 4% 6% 1
Metso -5% 1% 8% 15% 7% 3
Munters 6% 9% 11% 14% 19% 4
NIBE -1% 3% 7% 11% 7% 2
Sandvik -3% 1% 4% 8% 10% 1
SKF -4% 0% 4% 8% 4% 0
Trelleborg -3% 0% 4% 7% 4% 2
Traton 2% 6% 10% 14% 5% 0
Volvo -4% 2% 8% 14% 5% 1
Wartsila 1% 2% 5% 8% 7% 3
Sector sales -1% 2% 5% 8% 5% 2
Sector orders -3% 2% 6% 11% 4% 1

Source: Company data, ABG Sundal Collier

Our scenario aligns with PMIs around 53. This would theoretically result in growth close to our estimates for all companies
(there are some deviations that are explained by special factors, such as large tungsten price increases in Sandvik and data
centre growth for ABB and Munters).

What if we are too cautious? The biggest upside (again, excluding companies with low explanatory values) would be found in
Volvo, Traton, Metso and Hexpol. And if we are too bullish, and the geopolitical shocks send PMIs down to 47 again? In such

a case, we would find double-digit downside in the same companies, and also almost 10% theoretical top-line downside in
Sandvik, Epiroc, SKF and Trelleborg. Companies with meaningful PMI correlation that would still be able to report sales growth
under such a scenario would be ABB, Alfa Laval, Hexagon and Munters. We would think that these companies have been more
resilient to the general cycle than generally perceived.

Trading with PMis

Finally, a quick look at how share prices typically react to PMIs. The easy answer is that turning points in share prices as well as
multiples happen simultaneously with turning points in PMIs. This is true for the sector as a whole, but can be seen more clearly
when looking at SKF, which is (rightly) regarded as mostly industrial production-driven and where structural company changes
have been relatively few.

PMI and sector market cap (EURm) PMI and SKF market cap (EURm)
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We can make two observations: 1) the sector appears unusually ahead of PMls in this upturn, and 2) it follows that a contrarian
view is to be recommended, as it is often not a good idea to buy the sector at elevated PMI levels. Buying below 45 has led to
fantastic returns, while buying above 55 has generally led to negative 12-month returns.
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Sector F12M consensus P/E and PMI
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PMI and prospective sector 12M share return
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Supporting 20-year charts
PMis vs. sector organic orders and sales PMis vs. sector organic orders and sales
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Assa Abloy organic sales vs. PMIs
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Autoliv organic sales vs. PMls
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Hexagon organic sales vs. PMis
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Kone organic sales vs. PMis
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Atlas Copco organic sales vs. PMIs

30% -
20% L
10% ,,./\\ "\j L
0% 1 —m WJWH A

\ L

-10% |

-20% J r

-30% L
DWONDVDONRO T - ANDTITITOLONNODIOO T NOMMI W OO
OO0 00O0O0O0OFrFrrrrrmrrmrrrrrr~NNNNNNNNO©O©
CTYTONTTONTTONTTONTTONTTONT ST ONNN
GOOOOOOOOOOOOOOOOOOOOOOOOOOOE&'

— Atlas Copco PMI (2Q lead)

Source: ABG Sundal Collier, company data, Refinitiv

Epiroc organic sales vs. PMls
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Hexpol organic sales vs. PMIs
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Metso organic sales vs. PMIs
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Munters organic sales vs. PMis
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Sandvik organic sales vs. PMIs
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Traton organic sales vs. PMIs
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Volvo organic sales vs. PMIs
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NIBE organic sales vs. PMIs
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SKF organic sales vs. PMis
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Valuation and ratings

Company Rating _ Sh. price  (USDbn) YTD 3M 2026e 2027e 2028e 2026e 2027e 2028e 2026e 2027e 2028e 2026e 2027e¢ 2028e 2026e 2027e¢ 2028e 2026e
ABB Ltd @BUY SEK 769! 155 16 1 17 1 198 241 228 | 196 186 17.2 {1 205 20.1 20.2 | 3.0 34 36 | -01 -01 -04 1.5
E= Alfa Laval @BUY SEK 506; 23 121 14 ;231 218 206 ; 176 164 153 178 178 178 3.6 3.7 3.9 0.7 0.4 0.2 1.9
Assa Abloy @BUY SEK 347! 42 -1 0 :210 187 171 : 160 143 130 : 177 182 185! 4.6 4.9 5.5 1.7 1.2 0.8 2.0
E= Atlas Copco () HOLD SEK 171 88 7 7 1285 259 2421224 203 187 221 225 227 i 3.0 34 3.7 0.5 02 -0.1 1.9
Autoliv @ BUY SEK 1001 8 -10: -9 1 10.1 84 7.0 8.4 7.2 62 : 106 113 118 : 8.0 8.4 9.2 1.2 1.2 1.1 3.7
E= Epiroc @BUY SEK 237! 30 17 116 1 289 258 2391222 198 1821210 215 219! 28 3.3 3.7 0.5 0.2 0.0 1.7
Hexagon () HOLD SEK 96! 28 -111-10{ 279 196 181 169 152 138 281 289 297 33 42 4.6 0.3 00 -0.3 1.8
E= Hexpol @BUY SEK 7 3 -171-161 117 104 101 | 9.1 8.2 76 | 158 16.6 16.6 | 9.4 8.7 9.9 0.7 0.5 0.2 5.9
HH Kone @BUY EUR 57 35 ;31 0 1241 219 199 1 180 164 149 | 133 13.7 141 3.8 4.3 48 | -04 -04 -04 i 39
FH Metso () HOLD EUR 154; 15 8 110 210 189 1731 157 142 13.0: 157 161 164 28 4.6 4.7 1.1 0.8 0.5 2.7
Munters @BUY SEK 162 3 0:!-6:219 151 122160 117 94 | 136 154 163 : 24 3.8 5.3 2.3 1.5 1.0 1.1
E= NIBE (O HOLD SEK 34 7 301 183 160 148 ! 154 134 121 134 139 141 6.2 6.7 6.3 23 1.6 1.2 1.5
Sandvik () HOLD SEK 358! 49 251291245 226 212 :189 174 162 : 199 201 203: 3.6 3.9 4.1 0.9 0.6 0.4 1.8
SKF () HOLD SEK 227! 11 -4 1 -5:139 122 111 101 9.0 82 | 13.0 137 142 30 5.3 5.3 0.8 0.5 0.3 3.5
Traton @BUY SEK 324! 18 1 8 6.6 4.4 3.7 6.5 4.5 3.3 7.8 98 106 6.5 5.5 53 | -08 -08 09 42
E= Trelleborg @ SELL SEK 398] 10 -7 1 -7 1193 173 157 | 150 136 123 | 187 193 198 | 45 4.5 5.0 0.9 0.8 0.7 21
Volvo @BUY SEK 321 71 12 1 14 1 162 134 117 | 108 87 74 1 113 124 132 | 65 5.5 53 | -08 -08 09 53
FH Wartsila () HOLD EUR 32.6; 22 111117293 273 255 196 181 168 : 129 134 137 1.0 25 27 1 19 19 19 1.8
Median 23 1 4 1210 188 172! 160 143 13.0: 158 164 165 : 3.6 4.4 4.9 0.7 0.4 0.2 2.0
Flat average 34 3 4 1203 180 165 154 137 124 : 163 169 173 : 43 4.8 5.2 0.6 0.3 0.1 2.7
Aggregated 9 :10: 200 183 16.7 : 158 13.8 123 : 147 154 159 : 3.6 4.2 4.8 0.4 0.3 0.0 2.3
Valuation excludes customer finance for Volvo, Traton

*Lease adj. FCF, excl. acquisitions and disposals

Source: ABG Sundal Collier, company data
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Analyst Certification

We, ABGSC Capital Goods Research, Anders Idborg and Karl Bokvist, analyst(s) with ABG Sundal Collier ASA , ABG Sundal
Collier Denmark, filial af ABG Sundal Collier ASA, Norge, ABG Sundal Collier AB and/or ABG Sundal Collier Limited (hereinafter
collectively referred to as “ABG Sundal Collier”), and the author(s) of this report, certify that not withstanding the existence of
any such potential conflicts of interests referred to below, the views expressed in this report accurately reflect my/our personal
view about the companies and securities covered in this report. I/We further certify that I/We has/have not been, nor am/are or
will be, receiving direct or indirect compensation related to the specific recommendations or views contained in this report.

This report is produced by ABG Sundal Collier, which may cover companies either in accordance with legal requirements
designed to promote the independence of investment research (“independent research”) or as commissioned research.
Commissioned research is paid for by the subject company. As such, commissioned research is deemed to constitute an
acceptable minor non-monetary benefit (i.e., not investment research) as defined in MiFID 1.

Stock ratings distribution
ABG Sundal Collier Ratings and Investment Banking by 3/11/2026

Research Coverage Investment Banking Clients (IBC)

% of % of % of

Total of Rating Total Rating Total IBC Total Rating by Type
BUY 57.70% 26% 11.02%

HOLD 37.41% 7% 4.58%

SELL 3.91% 0% 0.00%

IBC: Companies in respect of which ABG SC or an affiliate has received compensation for investment banking services within the past 12 months.

Analyst valuation methods

When setting the individual ratings for investment research (“independent research”), ABG Sundal Collier assumes that a
normal total absolute return (including dividends) for the market is 8% per annum, or 4% on a 6-month basis. Therefore, when
we rate a stock a BUY, we expect an absolute return of 9% or better over six months. Volatility and low trading volumes mean
that we have a wider range for expected returns on small cap stocks than for large caps.

ABG Sundal Collier’s analysts publish price targets for independent research and may publish valuation ranges for
commissioned research. These price targets or valuation ranges rely on various valuation methods. One of the most frequently
used methods is the valuation of a company by calculation of that company’s discounted cash flow (DCF). Another valuation
method is the analysis of a company’s return on capital employed relative to its cost of capital. Finally, the analysts may analyse
various valuation multiples (e.g., the P/E multiples and the EV/EBITDA multiples) relative to global industry peers. In special
cases, particularly for property companies and investment companies, the ratio of price to net asset value is considered. Price
targets and valuation ranges are changed when earnings and cash flow forecasts are changed. They may also be changed
when the underlying value of a company’s assets changes (in the cases of investment companies, real estate companies or
insurance companies) or when factors impacting the required rate of return change.

Expected updates

ABGSC has no fixed schedule for updating its research reports. Unless expressly stated otherwise, ABGSC expects (but does
not undertake) to issue updates when considered necessary by the research department, for example following the publication
of new figures or forecasts by a company or in the event of any material news on a company or its industry.
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Stock price, company ratings and target price history

For stock ratings distribution, analyst stock ratings definitions, analyst valuation methods, stock price, company ratings and
target price history and analyst valuation methods, please refer, where applicable, to the research section of our website located
at https://abg-portal.bluematrix.com/ or https://cr.abgsc.com/ (commissioned research only).

Important Company Specific Disclosure

The following disclosures relate to the relationship between ABG Sundal Collier and its affiliates and the companies covered by
ABG Sundal Collier referred to in this research report.

Unless disclosed in this section, neither ABG Sundal Collier nor any of their affiliated or associated companies and their
directors, officers, representatives, and employees have any required regulatory disclosures to make in relation to an ownership
position for the analyst(s) and members of the analyst's household, ownership by ABG Sundal Collier and/or its affiliates,
ownership in ABG Sundal Collier Holding ASA by the company(ies) to whom the recommendation(s) refer(s) to, liquidity
provision/market making agreement, managed or co-managed public offerings, compensation for provision of certain services,
directorship of the analyst, or a member of the analyst's household, or in relation to any contractual obligations to the issuance
of this research report.

ABG Sundal Collier is not aware of any other actual, material conflicts of interest of the analyst or ABG Sundal Collier of which
the analyst knows or has reason to know at the time of the publication of this report.

All prices are as of market close on 10 March, 2026 unless otherwise noted.

Disclaimer

This report has been prepared by ABG Sundal Collier ASA, ABG Sundal Collier Denmark, filial af ABG Sundal Collier ASA, Norge,
ABG Sundal Collier AB and/or ABG Sundal Collier Limited and any of their directors, officers, representatives and employees
(hereinafter collectively referred to as “ABG Sundal Collier”). This report is not a product of any other affiliated or associated
companies of any of the above entities.

Commissioned research is paid for by the respective company and is as such deemed to constitute an acceptable minor non-
monetary benefit (i.e., not investment research) as defined in MiFID Il. Commissioned research has not been prepared in
accordance with legal requirements designed to promote the independence of investment research and is not subject to any
prohibition on dealing ahead of the dissemination. Any commissioned research included in this report reflects already published
research and for the full research reports, please refer to the research section of our website located at www.abgsc.com or https://
cr.abgsc.com/ (commissioned research only).

This report is provided solely for the information and use of professional investors, who are expected to make their own investment
decisions without undue reliance on this report. The information contained herein does not apply to, and should not be relied upon
by, retail clients. This report is for distribution only under such circumstances as may be permitted by applicable law. Research
reports prepared by ABG Sundal Collier are for information purposes only. The recommendation(s) in this report is (are) has/
have no regard to specific investment objectives and the financial situation or needs of any specific recipient. ABG Sundal Collier
and/or its affiliates accepts no liability whatsoever for any losses arising from any use of this report or its contents. This report
is not to be used or considered as an offer to sell, or a solicitation of an offer to buy. The information herein has been obtained
from, and any opinions herein are based upon, sources believed reliable, but ABG Sundal Collier and/or its affiliates make no
representation as to its accuracy or completeness and it should not be relied upon as such. All opinions and estimates herein
reflect the judgment of ABG Sundal Collier on the date of this report and are subject to change without notice. Past performance
is not indicative of future results.

The compensation of our research analysts is determined exclusively by research management and senior management, but not
including investment banking management. Compensation is not based on specific investment banking revenues, however, it is
determined from the profitability of the ABG Sundal Collier group, which includes earnings from investment banking operations
and other business. Investors should assume that ABG Sundal Collier ASA, ABG Sundal Collier Denmark, filial af ABG Sundal
Collier ASA, Norge and/or ABG Sundal Collier AB is seeking or will seek investment banking or other business relationships with
the companies in this report.

The research analyst(s) responsible for the preparation of this report may interact with trading desk and sales personnel and other
departments for the purpose of gathering, synthesizing and interpreting market information. From time to time, ABG Sundal Collier
and/or its affiliates and any shareholders, directors, officers, or employees thereof may (I) have a position in, or otherwise be
interested in, any securities directly or indirectly connected to the subject of this report, or (II) perform investment banking or other
services for, or solicit investment banking or other services from, a company mentioned in this report. ABG Sundal Collier and/or
its affiliates rely on information barriers to control the flow of information contained in one or more areas of ABG Sundal Collier,
into other areas, units, groups or affiliates of ABG Sundal Collier.

Norway: ABG Sundal Collier ASA is regulated by the Financial Supervisory Authority of Norway (Finanstilsynet)

Denmark: ABG Sundal Collier Denmark, filial af ABG Sundal Collier ASA, Norge, is regulated by the Financial Supervisory Authority
of Norway (Finanstilsynet) and the Danish Financial Supervisory Authority (Finanstilsynet)
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https://eur02.safelinks.protection.outlook.com/?url=https%3A%2F%2Fcr.abgsc.com%2F&data=04%7C01%7CJohn.Miles%40abgsc.se%7Cdf2d96a45b3449d392dd08da1c78466a%7C853e8b8340544eb98b26ec6513dd213d%7C0%7C0%7C637853600191999347%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000&sdata=b45Oi3wKH3ojtkywVQ5WwA6IyddlL%2B2lrPwrWJc510Q%3D&reserved=0

Sweden: ABG Sundal Collier AB is regulated by the Swedish Financial Supervisory Authority (Finansinspektionen)

UK: This report is a communication made, or approved for communication in the UK, by ABG Sundal Collier Limited, authorised
and regulated by the Financial Conduct Authority in the conduct of its business.

US: This report is being distributed in the United States (U.S.) in accordance with FINRA Rule 1220 by ABG Sundal Collier Inc.,
an SEC registered broker-dealer and a FINRA/SIPC member which accepts responsibility for its content and its compliance with
FINRA Rule 2241. Research reports distributed in the U.S. are intended solely for “major U.S. institutional investors,” and “U.S.
institutional investors” as defined under Rule 15a-6 of the Securities Exchange Act of 1934 and any related interpretive guidance
and no-action letters issued by the Staff of the U.S. Securities and Exchange Commission (“SEC”) collectively (“SEC Rule 15a-6”).
Each major U.S. institutional investor and U.S. institutional investor that receives a copy of this research report, by its acceptance
of such report, represents that it agrees that it will not distribute this research report to any other person. This communication is
only intended for major U.S. institutional investors and U.S. institutional investors. Any person which is not a major U.S. institutional
investor, or a U.S. institutional investor as covered by SEC Rule 15a-6 must not rely on this communication. The delivery of this
research report to any person in the U.S. is not a recommendation to effect any transactions in the securities discussed herein,
or an endorsement of any opinion expressed herein. Any major U.S. institutional investor or U.S. institutional investor receiving
this report which wishes to effect transactions in any securities referred to herein should contact ABG Sundal Collier Inc., not its
affiliates. Further information on the securities referred to herein may be obtained from ABG Sundal Collier Inc., on request.

Singapore: This report is distributed in Singapore by ABG Sundal Collier Pte. Ltd, which is not licensed under the Financial Advisors
Act (Chapter 110 of Singapore). In Singapore, this report may only be distributed to institutional investors as defined in Section
4A(1)(c) of the Securities and Futures Act (Chapter 289 of Singapore) (“SFA”), and should not be circulated to any other person
in Singapore.

Canada: This report is being distributed by ABG Sundal Collier ASA in Canada pursuant to section 8.25 of National Instrument
31-103 or an equivalent provision and has not been tailored to the needs of any specific investor in Canada. The information
contained in this report is not, and under no circumstances is to be construed as, a prospectus, an advertisement, a public offering
or an offer to sell the securities described herein, in Canada or any province or territory thereof. No securities commission or
similar regulatory authority in Canada has reviewed or considered this report, the information contained herein or the merits of
the securities described herein and any representation to the contrary is an offence. Under no circumstances is this report to be
construed as an offer to sell such securities or as a solicitation of an offer to buy such securities in any jurisdiction of Canada.
Any offer or sale of the securities described herein in Canada may only be made in accordance with applicable securities laws
and only by a dealer properly registered under such securities laws, or alternatively, pursuant to an applicable dealer registration
exemption, in the Canadian jurisdiction in which such offer or sale is made.

This report may not be reproduced, distributed, or published by any recipient for any purpose whatsoever without the prior written
express permission of ABG Sundal Collier.

Additional information available upon request. If reference is made in this report to other companies and ABG Sundal
Collier provides research coverage for those companies, details regarding disclosures may be found on our website
www.abgsc.com.

© Copyright 2026 ABG Sundal Collier ASA
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