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Cover photo: In 2018 Sandvik launched its
first-ever global branding campaign under
the theme "Let's Create". In the first movie,
a self-driving loader navigates a glass lab-
yrinth — showcasing Sandvik's pioneering
solutions within automation. Watch the film
athome.sandvik/letscreate.

The formal Annual Report comprises
pages 46-122. The Statutory Sustainability
Report and Sustainable Business Report
are defined on page 128. Unless otherwise
stated, financial data on pages 0-7 and
10-29 and 50-53 refers to continuing
operations, i.e. excluding Sandvik Mining
Systems.




YEARIN BRIEF

KEY RATIOS, CONTINUING OPERATIONS 2017 2018
Order intake, MSEK 95,444 102,440
Revenues, MSEK 90,827 100,072
Operating profit, MSEK 18,073 18,689
Operating margin, % 19.9 18.7
Adjusted operating profit, MSEK" 14,613 18,625
Adjusted operating margin, %" 16.1 18.6
Free operating cash flow, MSEK 15,095 15,281
Return on capital employed, % 238 22.7
Earnings per share, SEK 10.54 10.57
Adjusted Earnings per share, SEK" 8.04 10.41
Net debt/equity ratio 0.8 0.2
Lost Time Injury Frequency Rate, LTIFR? 1.6 1.7
Total Recordable Injury Frequency Rate, TRIFR® 4.6 4.0
Number of employees 42,858 41,670
Share of women, % 19.4 19.5
1) Adjusted for items affecting comparability.
2) Injuries resulting in lost time per million hours worked.
3) Total number of injuries per million hours worked.
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REVENUES AND ORDER INTAKE, MSEK OPERATING MARGIN, % LTIFR AND TRIFR
100,000 20,000 20 8
50,000 17,000 —’ 17 5 —
14,000 7 14 \
80,000 4
11,000 ————— "
\
70,000 8000 s 2
60,000 5,000 5
2014 2015 2016 2017 2018 2014 2015 2016 2017 2018 2014 2015 2016 2017 2018
B Revenue M Orders B Operating profit == TRIFR
B Adjusted operating profit == LTIFR
Operating margin
= Adjusted operating margin
REVENUES BY CUSTOMER SEGMENT REVENUES BY MARKET AREA
= Mining, 34% = Europe, 38%
" Engineering, 23% = North America, 21%
B Automotive, 12% B Asia, 20%
®Energy, 11% = Africa/Middle East, 9%
= Construction, 9% ® Australia, 7%
Aerospace, 6% South America, 5%
Other, 5%
RECOGNITIONS AND MEMBERSHIPS
o X . MEMBER OF ROB_COSAM
Sandvik is included in several prestigious Dow J.OI’IBS. ) . (. Sustam':mmy/lward
Sustainability Indices Bronze Class 2018

sustainability indices and a signatory of the
UN Global Compact (UNGC).

In Collaboration with RobecoSAM «
GVO‘BALCO

S %
fe“b‘.s
ey

— N

> L

FTSE4Good

Sandvik Annual Report 2018 | 1



ABOUT SANDVIK

VALUE-CREATING OFFERINGS TO
OUR CUSTOMERS WORLDWIDE

Sandvik is a high-tech and global engineering Group with approximately 42,000 employees and sales in more
than 160 countries. We have a strong focus on enhancing customer productivity, profitability and sustainability.
Our operations are based on unique expertise in materials technology, extensive knowledge of industrial
processes and close customer cooperation. Sandvik is organized in three business areas and 19 divisions.

The divisions have individual focus areas and are fully responsible for their performance. They deliver solutions

mainly to six customer segments.

BUSINESS AREAS

DIVISIONS
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SANDVIK MACHINING SOLUTIONS

A market-leading manufacturer
of tools and tooling systems for
advanced metal cutting, expand-
ing into digital and additive
manufacturing.

SHAREOF SHARE OF ADJUSTED
REVENUES OPERATING PROFIT

40% 53%

SANDVIK MINING AND ROCK
TECHNOLOGY

Aleading supplier in equipment
and tools, service and technical
solutions for the mining industry
and rock excavation within the con-
struction industry.

SHAREOF SHARE OF ADJUSTED
REVENUES OPERATING PROFIT

43% 39%

SANDVIK MATERIALS TECHNOLOGY

Aleading developer and manu-
facturer of advanced stainless
steels, powder-based alloys and
special alloys for the most
demanding industries.

SHAREOF SHARE OF ADJUSTED
REVENUES OPERATING PROFIT

15% 7%

—Sandvik Coromant

—-Seco

—Walter

—Dormer Pramet

—Sandvik Machining Solutions Supply
— Additive Manufacturing

- Applied Manufacturing Technologies

—Underground Drilling

—Loading and Hauling

—Surface Drilling and Exploration
- Crushing and Screening
—Rock Drills and Technologies
—Mechanical Cutting

—Parts and Services

—-Rock Tools

- Pedestal Drills?

—Tube
—Kanthal
- Strip
—Powder?

For the remaining 2 percent of revenues
and 1 percent of operating profit refer to
Other Operations (page 53). Revenues
and operating profit are excluding Group
activities and operating profit is adjusted
for items affecting comparability.

1) New division as of 1 January 2019.
2) Transferred into the Additive Manufac-
turing division as of 1 January 2019.



ABOUT SANDVIK

CUSTOMER SEGMENTS/SHARE OF REVENUES

MINING

We deliver drill rigs, rock-drilling tools and systems,

. mobile and stationary crushers, load and haul machines,
./ tunneling equipment, continuous mining and mechanical
cutting equipment, as well as service and various
solutions to increase automation, safety and customer
productivity.

. 34%

ENGINEERING

Our tools and tooling systems for metal cutting as well
as advanced materials and components are used in
engineering industries worldwide, improving productivity,
profitability, quality and safety as well as reducing
environmental impact. We are also a global leader in
high-alloy metal powder.

. 23%

AUTOMOTIVE

Our tools and tooling systems for turning, milling and
drilling in metals raise productivity when manufacturing,
for example, engines and transmissions. Our stainless
and high-alloy products are found in, for example, air
conditioning and air bags.

s 12%

ENERGY

We offer solutions for all forms of energy production,
including clean and renewable energy. We supply high-
alloy products, such as stainless steel tubes for selected
niches in the most demanding industries as well as tools
and tooling systems to satisfy the industry's metal-
cutting needs.

mm 11%

CONSTRUCTION

We offer products and services that increase safety and
customer productivity in the breaking, drilling, crushing
and screening niches of the construction industry.
Application areas include tunneling, quarrying, civil
engineering, demolition and recycling.

. 9%

AEROSPACE

We work closely with the world's aerospace

companies. As they apply new materials to manufacture ® Sandvik Machining Solutions

airplanes that are lighter, safer and more fuel efficient, ® Sandvik Mining and Rock Technology
advanced tooling solutions and lightweight materials ® Sandvik Materials Technology

are critical. The remaining 5 percent includes mainly

Il 6% consumer goods, electronics and chemicals.
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CEO COMMENT

SANDVIK STANDING STRONG

2018 was a record year for Sandvik. We reported the best earnings in the history
of the company and a record-high operating margin. For the first time ever, sales
exceeded 100 billion SEK. Our strong cash flow, together with successful divest-
ments, strengthened our balance sheet, and we carried out growth-orientated

acquisitions in all three of our business areas.

The positive economic climate,

with favorable demand in all of our
segments and on all continents, has,
without a doubt, helped us prosper.
But the record year was also an effect
of intensive work in recent years to
turn Sandvik into a decentralized

and more streamlined company with
decision-making moved closer to the
customers.

LEADING MARKET POSITIONS
Our clear strategy is to be number
one or two in the markets in which
we operate. Leading market posi-
tions enable economies of scale in
both manufacturing operations and
product development and provide us
with closer links to our customers. We
will continue to challenge all of our
operations based on this strategy.
During the year, we continued to
review our structure to ensure that
we truly focus on our core business.
In July, we completed the sale of
Sandvik Hyperion and during the year
we also divested the operations for
stainless wire and welding wire in two
separate transactions.

PREPARED FOR GROWTH

The order of priorities is clear in our
strategic agenda: stability and profita-
bility before growth. Several divisions
have achieved a good profitability,
where the best way to continue to
generate value is to grow. The focus
will remain on organic growth, driven
by innovations and new products. We
have also seized acquisition opportu-
nities in all three of our business areas,
in order to safeguard our leading
market positions or to strengthen our
technology offering.
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The acquisition of Metrologic
Group is animportant step towards
helping our customers in metal
cutting create a seamless manufac-
turing chain. The acquisition of Inrock
strengthens our offering in the seg-
ment for horizontal directional drilling
while the acquisition of Custom
Electric Manufacturing has further
improved our position in industrial
heating. We also strengthened our
position within round tools with the
acquisitions of Dura-Mill and Kunshan
Ousike Precision Tools.

Business units that have achieved
the stability and profitability criteria
will continue to consider acquisition
alternatives as a tool for growth, or to
consolidate a position as number one
or two in the market.

EQUIPPED FOR THE FUTURE

The fact that Sandvik can look back
atarecordyearis noreasonto be
complacent. There are always oper-
ations in our decentralized structure
that need improving and the political
landscape and economic trends

in our external environment can
change very rapidly. Thisis nota new
situation for us, considering our long
experience of international trade and
our presence in most major markets.
Sandvik has rarely been better
equipped for the future, regardless of
the prevailing market situation.

All of our operating units have been
tasked with preparing plans for how
they are to act in the event of a down-
turnin the market. Every unit has its
own unique conditions and must plan
on the basis of a minor or more sub-
stantial downturnin its market, and all
units have an obligation to the Group

to adapt their operations as required.
Our strong cash flow and the com-
pleted divestments have strength-
ened our balance sheet. Our net debt/
equity ratio decreased to 0.2 and our
balance sheet offers us a high degree
of flexibility to address both chal-
lenges and growth opportunities.

EXCEEDED TARGETS

Sandvik's financial targets applied
between 2016 and 2018 and we
exceeded the targets by a wide mar-
gin for profit growth, improvements in
return on capital employed, and the
net debt/equity ratio. New targets will
be presentedin the spring of 2019.

SUSTAINABILITY AS ABUSINESS
OPPORTUNITY
Sandvik is ambitious in terms of sus-
tainability. We have continued to sup-
port the principles of the UN Global
Compact and contribute toward
fulfilling the UN's Sustainable Devel-
opment Goals. During the year, we
received awards and were included
in several sustainability indices and
lists, such as the prestigious Dow
Jones Sustainability Index and Global
100 Most Sustainable Corporations.
Sustainability provides an essen-
tial business opportunity for us and
this involves being more efficient
and systematic in our work and
helping our customers improve their
processes in areas such as energy
efficiency, safety and reduced
environmental impact. One practi-
cal example of this is offered by our
electric mining equipment and auto-
mation solutions that help to reduce
emissions for mining customers and
improve safety in the workplace.



Other examples include advanced
materials in fuel cells for hydrogen
propulsion, productivity-enhancing
turning techniques and the buy-back
programs for cemented-carbide
tools from customers.

Sustainability is already an inte-
grated part of our operations and
will be linked even more clearly with
our strategic targets and plans in the
future.

Sustainability is crucial when
young people choose an employer.
Our ambitions to reduce our envi-
ronmental footprint, improve health
and safety, promote diversity, offer
fair and just working conditions and a
sustainable supply chain are qualities
that young talent will consider when
evaluating us. Ethics, a culture of
doing things right and development
opportunities are other critical
factors. Building a strong brand is

another important element in attract-
ing the right expertise and we have
launched several initiatives in this
area during the year.

WORLD-CLASS EMPLOYEES

The substantial earnings improve-
ments we have achieved at Sandvik
inrecent years would not have been
possible without world-class employ-
ees. | would like to thank you all who
share your expertise and energy
every day and who act as ambas-
sadors for the generous culture of
knowledge-sharing that has made
Sandvik so successful.

This culture is crucial for the
continued development and improve-
ment of the company, as is our open
job market, where employees can
transfer between divisions and busi-
ness areas and contribute with their
experiences.

CEO COMMENT

Sandvik stands strongand is
well-positioned for the future. | look
forward to taking full advantage of the
opportunities that lie ahead of us.

Stockholm, February 2019

Bjorn Rosengren
Presidentand CEO
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OUR STRATEGY

OUR VISION AND STRATEGY

Sandvik is creating value for its customers, shareholders, employees and other
stakeholders based on its vision, strategy and core capabilities. Our core values
of Customer Focus, Innovation, Fair Play and Passion to Win form the base for our
corporate culture and ways of working.

VISION

—WE SET THE INDUSTRY STANDARD

Our ambition is to set the benchmark for others to follow by continuously improving our offering, market presence and level of service.
We strive to be number one or two in the eyes of our customers, within our chosen markets and segments.

CORE VALUES

Customer Focus Innovation Fair Play Passion To Win

BUSINESS IDEA

Sandvik's business idea is to develop, manufacture and market highly processed products and services based on our core capabilities
that enhance customer productivity, profitability and sustainability. Our operations are primarily concentrated in areas where Sandvik is,
or has the potential to become, a world leader.

STRATEGIC AGENDA

Focus oncore Technology Accountability Stability and Efficiency and Culture of Exceptional
operations leadership and decisions profitability continuous doing things people
andbeno 1 and innovation close to before growth improvements right

or 2inchosen customers

markets and

segments

OUR OFFERINGS OUR OPERATIONS

We make our customers more sustainable by developing solu- We promote sustainability in our own operations by continuously
tions that improve their efficiency and competitiveness, and improving our processes, such as supply chain management,
reduce their costs. Our customers also reduce their environ- energy usage, emissions, anti-corruption and human rights.

mental impact and improve their employees' health and safety.

o e & & m B @

Innovation and Health and Environmental Use, reuse Governance Partners Environmental People
productivity safety impact andrecycle footprint

=
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OUR STRATEGY

STRATEGIC FOCUS AREAS AND OUTCOME

FOCUS ON CORE CAPABILITIES AND TO BE NUMBER
ONE ORTWO IN CHOSEN SEGMENTS AND MARKETS
Sandvik actively worked on its business portfolio in 2018 and
divested four operations that were not considered core or did not
support our goal to be number one or two in chosen segments

and markets. Sandvik successfully divested Sandvik Welding Wire,
Sandvik Stainless Wire, Sandvik Hyperion and the Fagersta Stainless
wire rod mill for a purchase price on a cash- and debt-free basis of
4.1 billion SEK.

Sandvik also acquired Metrologic Group, Inrock, Customer Elec-
tric Manufacturing and Dura-Mill for a purchase price on a cash-and
debt-free basis of 4.6 billion SEK. The divestments and acquisitions
were part of our continuous efforts to obtain a more consolidated
portfolio focused on the core.

TECHNOLOGY LEADERSHIP AND INNOVATION

Sandvik focuses on innovations that help our customers increase
their productivity and energy efficiency, improve safety and
leverage the opportunities that are arising with digitalization

and automation. A number of new products and solutions that
are keeping us at the forefront of technological innovation were
launched during the year.

-Sandvik Machining Solutions The sensor-equipped Silent
Tools™ Plus damped adapters increase process security in internal
turning with long overhangs. The acquitision of market-leading
Metrologic Group broadened our offering within software metrology
and the acquisitions of Dura-Mill and Kunschan QOusike Precision
Tools, strengthened our leading position in round tools.

-Sandvik Mining and Rock Technology The next generation of
Optimine® data analytics enables mining companies to gain oper-
ational improvements in their mining process. The new down-
the-hole (DTH) drill rig Leopard™ DI650i helps customers raise
productivity and reduces fuel consumption by up to 15 percent
compared with conventional DTH rigs.

-Sandvik Materials Technology The intelligent tube system
Sentusys™ helps customers increase safety and control the
status of the tubes inside their processes with the help of cloud-
based computing.

ACCOUNTABILITY AND DECISIONS

CLOSE TO CUSTOMERS

Sandvik has been on ajourney to decentralize its structure since
2016. The new structure enables quicker decision-making thatis
closer to customers, with greater product ownership and accounta-
bility for better performance and results. Sandvik further developed
its common scorecard system which improved the transparency
evenmore and enabled Sandvik to drive cost control on all levels in
the decentralized organization.

STABILITY AND PROFITABILITY BEFORE GROWTH
Sandvik takes continuous measures to reduce volatility and
sensibility to market fluctuations. One example is the outsourcing
of arelatively higher share of product assembly within Sandvik
Mining and Rock Technology.

Sandvik further improved its performance as it benefited from

afavorable market and had a strong focus on cost efficiency
in 2018. Operational results increased with significant margin
improvements in all business areas. While Sandvik had a number
of loss-making divisions in 2016, there were none in 2017 and
2018. This has created a solid platform for future growth.
Sandvik Machining Solutions had another good year with
record-high order intake, revenues and operating profit. The
strong market growth was driven by all key geographical areas.
Sandvik Mining and Rock Technology continued to benefit from a
strong mining market. The favorable market situation, an intense
focus on pricing, coupled with the positive effects from internal
efficiencies, resulted in a solid financial year for the business area.
Sandvik Materials Technology improved its performance, with
increased revenues and operating margins. This resulted from
higher market demand along with efficiency measures.

EFFICIENCY AND CONTINUOUS IMPROVEMENTS
Sandvik has a target to improve productivity (revenues per
employee) by at least 3 percent annually. In 2018, productivity
improved by 10 percent. Cash flow from operations increased
4 percent to 15,353 million SEK (14,752). Return On Capital
Employed (ROCE) improved to 22.6 percent (19.4), calculated on
adjusted EBIT. Reported ROCE was 22.7 percent (23.8). Net work-
ing capital (four quarter average) increased by 0.5 percentage
points to 24 percent.

During the year Sandvik announced the closures of four produc-
tion units and the discontinuation of a production line.

CULTURE OF DOING THINGS RIGHT

Sandvik's commitment to Fair Play and doing things right is long
standing. During 2018, total work related injuries (TRIFR) contin-
ued to decrease, and injuries leading to lost working time (LTIFR)
increased somewhat. Continued focus is needed to bring further
improvement in employee health and safety.

—The roll-out of our governance model, The Sandvik Way, contin-
ued, now with implementation of the common processes into the
business areas and divisions.

—94(93) percent of Sandvik's employees and long-term con-
tractors had completed Code of Conduct training. About 10,000
employees participated in some type of in-depth compliance
training.

—The program for ensuring compliance with the requirements of
the EU General Data Protection Regulation (GDPR) was rolled out.
—Performance management and internal control and audit efforts
were strengthened.

EXCEPTIONAL PEOPLE

—We continued programs to promote leadership and develop key
competences. About 600 (500) people participated in Sandvik's
leadership training programs in 2018.

—About 2,900 (3,800) new employees were hired and a majority
of the positions were posted on the open internal job market.

78 percent of top management positions were sourced internally
(target 80).

—Increased use of social media channels leading to more precise
recruitment and expanding our talent pool. For example, we
received 1,688 new leads from targeted LinkedIn campaigns in
2018.

—New hire stay rate amounted to 92 percent (target 90).
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MATERIALS
DEVELOPMENT

We are currently in the
midst of a revolution-

ary development of new materials.
Innovative alloys, nanomaterials and
advanced powder technologies are
creating new opportunities. Lower
weight, improved strength and
anti-corrosion durability are examples
of properties in demand. The new
materials often entail reduced envi-
ronmental impact as lower weight, for
example, leads to a reductionin fuel
consumption for aircraft.

Sandvik is a world leader in mate-
rials development and produces
materials with customized properties
for new applications. Metal powder
can be used as a raw material in
applications with stringent demands
on hardness, strength or ability to
conduct electricity and heat. Sandvik
is strengthening its position in the
rapidly expanding markets for manu-
facturing metal powders and additive
manufacturing (3D printing).
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c NEW MANUFACTURING
@“ TECHNIQUES

@ The manufacturing indus-

try is experiencing one of

the greatest transformations ever, a
transition that is often referred to as
Industry 4.0, and involves a shift to
digitalization and automation. Access
to Big Data, sophisticated analyti-
cal tools, robotization and artificial
intelligence are creating new business
opportunities and resulting in better
business intelligence, new ways for
people to interact with machines and
new opportunities to transfer digital
instructions to physical products. The
development contributes to reduced
costs, increased productivity and
improved management of fluctuations
in demand.

Sandvik invests in additive man-
ufacturing, or 3D printing, a new
technology that requires fewer man-
ufacturing steps and reduces impact
on the environment by producing
lighter products with less raw material.
Multi-axle technology, where you
can machine a material from several
different angles, improves efficiency
and enables completely new types of
products. Optimizing manufacturing
processes reduces carbon emissions
and costs and increases productivity.

DIGITALIZATION AND
AUTOMATION
Historically, design,

11 machining and
analysis have been three clearly
defined phases in metal cutting. New
technology and digitalization are
leading to the integration of the three
stages to form a seamless manufac-
turing process. The acquisition of
the metrology software company
Metrologic Group is one example of
how Sandvik is expanding its offering
within digital manufacturing by fully
integrating the analysis and verifica-
tion phase into the process.

Sandvik offers digitalized solutions
and services to optimize its custom-
ers'and its own operations pertaining
to costs, productivity and environ-
mental impact. Data collection, for
example in mining equipment, enables
advanced analysis and the creation
of models to identify and solve
productivity problems, to optimize
processes and also to predict mainte-
nance needs. Other examples of new
solutions being developed by Sandvik
include automated mines, intelligent
tube systems and digital tools.




RESOURCE EFFICIENCY

A growing global population

and economy mean more

people must share the
earth's resources. This will require
a transition to more sustainable
energy and technologies as well as an
increased degree of recycling. One
example of this can be seenin the
automotive industry, which is experi-
encing a switch from petrol and diesel
cars to electric cars, hybrid cars and
hydrogen-powered cars.

Sandvik is contributing with new
solutions, such as electric drill rigs,
and is developing materials for solar
panels and hydrogen-powered cars.
We are developing new technologies
in metal cutting that help to improve
productivity and reduce environ-
mental impact. We aim for resource
efficiency in our own operations and
have the ambition to achieve as high a
recycling rate as possible to contrib-
ute towards a circular society.

ECONOMIC AND
D;}] POLITICAL

DEVELOPMENT

Macro factors such as
globalization, urbanization, political
governance, and cyclical conditions
influence Sandvik. Changes in circum-
stances for trade, such as customs
duties, Brexit or the EU General Data
Protection Regulation (GDPR) are
examples of factors thatimpact the
business sector. Our global presence,
with production and sales almost all
over the world, and our decentral-
ized work procedures, allow us to
be flexible and adapt to changesin
circumstances. All of our business
areas have business and action plans
in place to manage changes in market
conditions.

Read about our risk management on
page 54.

“us

UNITED NATIONS
SUSTAINABLE
DEVELOPMENT
GOALS

World leaders have committed to

17 Global Goals for Sustainable Devel-
opment (SDGs). Cross-sector collabo-
ration between civil society, academia
and the business community is key if
the goals are to be achieved. Sandvik
has defined the goals that are most
relevant for the company and to which
we actively contribute.

Read more on page 141.

Sandvik Annual Report 2018 | 11






Business area Sandvik Machining Solutions is a market
leading manufacturer of tools and tooling systems for
advanced metal cutting. Revenues come from inserts (58
percent), round tools (20 percent), tool holders (13 per-
cent) and tooling systems (8 percent). The business area
comprises several market-leading brands that offer their
own products and services, such as Sandvik Coromant,
Seco, Dormer Pramet and Walter. In 2018, a new division
was introduced: Applied Manufacturing Technologies,
which complements our core machining divisions and
helps us expand within digital manufacturing to further
strengthen our customer offering. As of January 1, 2019
the Powder division was moved to the business area from
Sandvik Materials Technology, for further growth and syn-
ergies with the additive manufacturing business.

MARKET 2018

The year started with good momentum carried over from
2017 with strong growth in all geographic regions. Things
slowed down somewhat in the second half of 2018 with
slightly lower growth rates in the global automotive and
aerospace industries. Meanwhile, both the oil and gas and
machinery sectors had stable growth, but at lower levels
compared to 2017.

Cutting tools were particularly strong in the Americas
in 2018 showing double-digit growth throughout the year.
Asia Pacific had high-pace growth in the first six months,
while China slowed down in the last half of the year. Both
Japan and India were more stable, closing the year with
double-digit growth. The cutting tool market in Europe
continued to show healthy growth throughout 2018 with
strong performance in most markets. Among the market
growth leaders were Sweden, followed by Italy and the
Czech Republic.

2018 IN FIGURES

REVENUES BY CUSTOMER SEGMENT

OPERATIONS

STRATEGIC FOCUS AREAS

During the year, we continued to work according to the
business area’s key priorities, such as growing in the core
machining area and expanding into digital and additive
manufacturing.

FOCUS ON CORE

We continue to grow in the core machining area but are
also expanding into design, planning and preparation as
well as entering into verification and evaluation to cover
the complete manufacturing value chain. This is being
achieved through organic growth, collaborations and
acquisitions.

In July we acquired Metrologic Group, a market-leading
metrology software company. This acquisition is animpor-
tant step on our journey to expand into the verification and
evaluation market with a quality assurance process. By
combining Metrologic's understanding of measurement
technology with Sandvik's machining expertise, we can
expand our offering to increase customer productivity.

TECHNOLOGY LEADERSHIP AND INNOVATION

To further cement our leading position, we continue to
develop new cutting tools and materials for high produc-
tivity, reliability and demanding machining applications.
Newly developed products account for more than 30 per-
cent of sales. We are actively developing our intellectual
property to maintain the strongest patent portfolio in our
business. Sandvik is also investing in additive manufac-
turing and digital and software development. Our Applied
Manufacturing Technologies division has expertise in digi-
tal enablement, machine learning, artificial intelligence and
digital user experience design. It includes the Metrologic
Group and Tool Data Management (TDM) Systems, which
focuses on process optimization through optimal tool
planning and provisioning.

REVENUES BY MARKET AREA

Revenues: 40,343 million SEK (35,777) with
7.7% organic growth

Operating profit: 9,872 million SEK (8,413)
Operating margin: 24.5% (23.5)

Return on capital employed: 36.9% (35.0)
Employees: 19,284 (18,745")

Gender balance:

Men 79%, Women 21%

President: Klas Forsstrom

Lost time injury frequency rate (LTIFR):
1.7(1.8)

Total recordable injury frequency rate
(TRIFR): 3.0 (4.2)

Estimated market size: 200 billion SEK ®Energy, 9%

® Other, 4%
1) Number of employees adjusted for items
affecting comparability, due to internal
reallocation.

®Engineering, 46%
= Automotive, 27%
® Aerospace, 14%

®Europe, 55%

® North America, 21%

m Asia, 20%

® South America, 2%

® Africa/Middle East, 1%
Australia, 1%
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OPERATIONS

STABILITY, PROFITABILITY, GROWTH

Sandvik Machining Solutions has been stable and profita-
ble for many years and in 2018 we intensified our focus on
profitable growth. Apart from the Metrologic acquisition,
we also made a number of strategic acquisitions, such as
privately-owned US-based company Dura-Mill, a manufac-
turer of precision solid carbide end mills and Chinese com-
pany Kunshan Ousike Precision Tools, a leading supplier of
solid carbide round tools.

EFFICIENCY AND CONTINUOUS IMPROVEMENTS
Evenin times of profitability and growth, we continue to
work with efficiency and cost measures such as opera-
tional excellence and lean to alleviate bottlenecks or areas
where we have unnecessary costs. This ensures we have
a good base in the event of an economic downturn and it
also frees up resources to investin growth areas.

As a part of our ongoing work with operational excel-
lence, we monitor our production footprint and capacity
worldwide in order to adapt to global and local market
conditions. In line with this we announced that the supply
of ready to press (RTP) powder from the Coventry UK pro-
duction unit will be phased out over the next three years. In
2018 we also announced the intention to close our insert
production in Fondettes, France.

SUSTAINABLE BUSINESS

Sandvik Machining Solutions is focused on lowering its
environmental impact by reducing waste and carbon
dioxide emissions through better energy efficiency. Our
efforts include using more LED technology, solar panels
and district heating solutions. We are also optimizing our
manufacturing processes for better efficiency and less

waste. Our production plant in Gimo, Sweden converted
from heating oil to district heat produced from biofuel.
The new district heating solution is expected to reduce
the plant’'s greenhouse gas emissions by 1,850 tons,
which is equivalent to the amount of heat required to heat
230 average single-family homes on a yearly basis.

We are also developing products that help our custom-
ers increase their productivity. For example, PrimeTurn-
ing™, a method that enables turning in all directions,
results in a more than 50 percentincrease in productivity
compared to conventional turning. In addition to increas-
ing production efficiency, our digital tools address waste
across the machining value chain, simplifying Computer
Numerical Control (CNC) programming and helping to
reduce tool inventory and transport. Our in-machining
metrology and adaptive process control efforts also lead
to areduction of scrap material.

In our production chain we can both regrind and recycle
cemented carbide tools. We have local buy-back pro-
grams for used tools, such as inserts and solid carbide
tools, and our Wolfram Bergbau und Hutten site in Austria
recycles cemented carbide that goes back into the pro-
duction of new tools.

THE JOURNEY AHEAD

Sandvik Machining Solutions is transitioning from being
aworld-leading player in the industry of metal cutting,

to becoming a leading solutions provider for the wider
component manufacturing industry. With our technology
and innovation capabilities, we see many opportunities for
growth, both within our core metal cutting business as well
as into areas such as digital manufacturing and additive
manufacturing.

SANDVIK RECOGNIZED BY THE
WORLD ECONOMIC FORUM

The World Economic Forum (WEF) has recognized the
Sandvik Coromant production unitin Gimo, Sweden as an
advanced Industry 4.0 facility. The plant was added to a
network of “Manufacturing Lighthouses”, state-of-the-art
facilities that serve as world leaders in how to successfully
adopt and integrate cutting-edge technologies, including
automation, Internet of Things, Artificial Intelligence and
cloud computing. WEF points out how Sandvik has created
a digital thread throughout its production processes that
has significantly raised productivity.

The Gimo plantis the world's largest site for inserts and
tools production and part of Sandvik Coromant's “green
factory” vision, aiming towards reduced carbon emis-
sions, improved energy efficiency and extensive recycling
programs.
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In Sandvik's factory in Gimo, Sweden, robots keep up production
when employees have left work at night. Gimo is part of Sandvik
Coromant's "green factory" vision.



OPERATIONS

Sandvik's highly automated production site in Renningen, Germany.

OVERVIEW

Product portfolio

Multi-brand strategy: Sandvik Coromant, Seco, Walter and Dormer Pramet. Metal-cutting tools: majority of revenues are derived
through inserts and round tools (consumables). Smaller part from tool holders.

Market
characteristics

High barriers of entry due to capital intensive business model and intellectual property throughout the value chain (high degree
of vertical integration). Cutting tools represent a small share of total manufacturing cost for the customers, however they are
significant for the productivity. Service levels and product solutions are the main differentiators for the premium offering. Lower
service degree for mid-market which is more price sensitive.

Demand drivers

— Global industrial production

— Primary metals consumption

— Materials evolution: aluminum, titanium, composites

- New technologies: additive manufacturing, near-net shaping, 5-axis machining

Competitive
landscape/Major
competitors

- Consolidated in the premium segment: IMC group (Iscar brand), Kennametal (Kennametal brand)
- Fragmented in mid-market including global premium players present with their mid-market brands:
Mitsubishi, IMC group (Taegutec brand), Kennametal (Widia brand), Zhuzhou

Go-to-market
model

Direct sales ~55-60 percent. Distribution sales are predominant in North America whereas direct sales are predominant in
Europe. In Asia, mainly distribution sales with limited service offering in the mid-market segment and direct sales, with high service
level, in the premium segment.

Growth strategy

Expansion through organic growth, innovation and niche acquisitions in the core (round tools). Complementary expansion into
pre-machining, post-machining and additive manufacturing.

Strategic risk
management

Various forms of business environment risks with an impact on the metal cutting market in general, mainly changes in customers
behavior, acquisition-related risks, structural changes in our industry, information security risks and compliance-related risks.
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OPERATIONS

CUSTOMERS AND NEW PRODUCTS

Sandvik Maching Solutions has more than 100,000 customers around the world.
They are mainly in the engineering segment (46 percent) followed by 27 percent
in the automotive segment. We also have customers in the aerospace (14 percent)
and energy sectors (9 percent). Four percent of our customers are in other
industries, such as the mining industry.

NEW PRODUCTS AND INNOVATIONS

XTRAUTEC® XT

The latest generation of Walter milling
tools offers better performance and
greater process reliability. Eight cutting
edges perindexable insert make
machining precise and reliable —even
over along period of time. This results
in areduction in the cost of cutting
materials and more efficient use of

resources.
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FORCEM™

Force M™ is an assortment of drills providing a high
level of productivity when drilling stainless steels
across a diverse variety of machines and condi-
tions. This makes themideal for general engineering
and sub-contract environments. All drills feature a
unigue continuously thinned web flute construction
combined with a modified four-facet split point
geometry. This improves chip evacuation and pro-
vides a secure drilling process, delivering enhanced
tool life, performance and superior hole quality.

DOUBLE QUATTROMILL™ 22

Seco's latest face milling cutter, Double Quattromill™ 22,
significantly boosts metal removal rates and allows work-
shops to push cutting tools to their full milling potentials.
The new cutter, for both roughing and semi-finishing,
features inserts with eight cutting edges that cost-
effectively increase depths-of-cut for high output.

SILENT TOOLS™ PLUS

Sandvik Coromant's sensor-equipped

Silent Tools™ Plus damped adapters increase
process security in internal turning with long
overhangs. The solution gives customers access
to information about what is happening inside
the component, making process improvements
possible.



NEW SOLUTION BOOSTS
METALWORKING EFFICIENCY

OPERATIONS

Harsha Engineers' Himanshu Parekh (right) and Sandvik Coromant's Ravi Gowdara study the results after installing CoroPlus®
ProcessControl.

Manufacturing companies such as Harsha Engineers are able to work
more productively and cost efficiently with the help of the digital solu-
tion CoroPlus® Process Control from Sandvik Coromant.

Headquartered in India, Harsha Engi-
neers Limited (Harsha) manufactures
precision bearing cages in brass,
steel and polyamide injection mold-
ing for major bearing manufacturers
globally. Harsha also manufactures
stamped components for the auto-
motive industry and other sectors.
Metalworking is an integral part
of Harsha's manufacturing process
and itincludes turning and part-
ing processes in the machining of
bearing cages. The company was
experiencing tool damage in the
parting process and it also needed
toreduce the cycle timein the
turning process in order to meet an
increase in product demand.

REAL TIME MONITORING

Harsha approached its long-time
partner, Sandvik Coromant, for
advice. As experts in tools and
machining solutions for the metal-
working industry, the Sandvik team
was able to propose a suitable new
insert and present CoroPlus Process-

Control, a solution for real time tool
monitoring. It automates, collects and
aggregates process data, enabling
prediction of when to perform main-
tenance, which leads to areduction

in unplanned machine downtime and
areduced total cost of ownership.
The system also increases the overall
stability and security in a machining
workshop by detecting tool force
overload and correcting it to optimize
cutting tool life.

Harsha had to stop production for
justafew hours in order to install
and test the new digital monitoring
system. By the end of the trial, which
lasted several months, the customer
was convinced of its effectiveness,
especially with the ability to machine
two pieces at a time instead of one.

BENEFITS WEIGH IN

"After installing the digital solution we
have achieved our desired results,”
says Himanshu Parekh, senior
engineer. “There was areduction in
cycle time by 43 percent, a reduction

of part rejection, reduced inventory
costs, areduced need for human
intervention due to automation, help
with quality improvement, and zero
parting tool breakage incidents,
which helps to reduce tooling cost.”

Best of all, says Parekh is that
Sandvik's monitoring system helps
to identify new areas for improve-
mentanditis very user friendly.
"CoroPlus as an online tool monitor-
ing system gives us confidence in
the safety of our tools and people,
and it helps to optimize the process
parameters,” he says.

Parekh is grateful to his own man-
agement for giving the green light to
use CoroPlus ProcessControl and
pleased that Sandvik successfully
met the challenge. “The Sandvik
teamis always ready to support with
extra efforts and new, advanced
technology ahead of other suppliers,
which helps us to make new bench-
marks for cycle time."
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Business area Sandvik Mining and Rock Technology is a
leading supplier of equipment and tools, service and sup-
port for the mining and construction industries. We offer
service and technical solutions for rock drilling, as well as
rock cutting and rock excavation, crushing and screening,
loading and hauling, tunneling, quarrying and breaking and
demolition work.

Operating margins for the business area have increased
significantly since 2015. This can be attributed to both
internal activities to streamline the organization and make
it more efficient, as well as to the concentrated efforts to
decentralize Sandvik's business. We grew significantly in
the aftermarket business, which in 2018 accounted for
61 percent of revenues.

MARKET 2018

The mining market continued to develop positively in
2018. Commodity prices were generally stable, despite a
drop in gold and copper prices in 2018. Much of this was
due to currency fluctuations, mainly against the dollar,
rather than commodity shortages. Capital expendi-
tures were at a steady level and this continued to drive
our equipment sales for both underground and surface
mining equipment. Gross domestic product, which is one
important driver for infrastructure investments, remained
stable at 3 percent growth globally. Our largest markets
are Australia and South Africa.

2018 IN FIGURES

REVENUES BY COMMODITY™"

OPERATIONS

STRATEGIC FOCUS AREAS

We continue our efforts to grow the aftermarket busi-
ness and increase our share of parts and services in our
installed base of equipment. Focusing on the aftermarket
business will put us in a secure position long-term by
driving profitability even in a market downturn. An efficient
aftermarket offering is also the prime driver for new equip-
ment sales to our customers. We also focus strategically
on strengthening our position as the global leader for
autonomous mining equipment.

FOCUS ON CORE

We continued to review our product portfolio to ensure
that we remain focused on our core capabilities across our
business and that we have the best possible offering for
our customers in the areas we have chosen to operate in.
We are gradually exiting product groups that fall outside of
our core capabilities and in 2018, we started a divestment
process of Varel's oil and gas drill bits business. We also
announced the discontinuation of a product line in our
Rock Tools site in Matamoros, Mexico.

TECHNOLOGY LEADERSHIP AND INNOVATION

In 2018, Sandvik Mining and Rock Technology further
developed its offering in automation, digital solutions
and electrification, designed to help customers increase
profitability, reduce costs and improve safety. During the
year, we continued to build on our digital ecosystems for
the mining and rock excavation industry in collaboration
with IBM and Cisco.

REVENUES BY MARKET AREA

Revenues: 42,772 million SEK (36,495) with
15.4% organic growth

Operating profit: 7,380 million SEK (5,724)
Operating margin: 17.3% (15.7)

Return on capital employed: 29.4% (25.3)
Employees: 15,462 (15,1692)

Gender balance: Men 84%, Women 16%
President: Lars Engstrém

Lost time injury frequency rate (LTIFR):
1.0(1.0)

Total recordable injury frequency rate
(TRIFR): 4.0 (3.8)

Estimated market size: 305 billion SEK

mGold, 29%

m Copper, 22%

mCoal, 12%

mZinc, 8%

m Platinum, 6%
Iron ore, 4%
Diamonds, 2%

® North America, 22%
= Africa/Middle East, 20%
mAsia, 19%
®Europe, 16%
= Australia, 14%
South America, 9%

Other minerals, 7%
Other base metals, 5%
Other metals, 5%

1) Only mining-related revenues, i.e. 76 percent of total revenues.

2) Number of employees adjusted for items affecting comparability, due to internal reallocation.
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OPERATIONS

We signed a strategic framework agreement with Resolute
Mining Limited to fully automate the company'’s under-
ground Syama gold mine in Mali by the end of the year. The
agreement includes AutoMine® and OptiMine® systems for
analysis, process optimization and automation, including
a full fleet of Sandvik TH663 trucks and Sandvik LH514E
electrical loaders. Sandvik developed the automated pro-
duction system in close collaboration with the customer.
In June, we inaugurated the Battery Electrification Inno-
vation and Development Center for loaders and trucks in
Turku, Finland. The facility has gathered a highly skilled
workforce that will develop battery products and electric
solutions to further drive innovation in the mining and rock
excavation markets worldwide.

STABILITY, PROFITABILITY, GROWTH

2018 was a very good year for the business area, with
improved profitability in all of our divisions. We continued
to grow the business organically and through acquisitions.
In July, Sandvik acquired Inrock, a privately owned supplier
of rock drilling tools and services for Horizontal Directional
Drilling (HDD), headquartered in Houston, USA. Inrock

is a market leader in pilot hole bits, reamers, guidance
systems, accessories and services for the premium maxi
rig segment within HDD, and the acquisition enables us to
expand our offering to this segment.

EFFICIENCY AND CONTINUOUS IMPROVEMENTS
Throughout the year we focused not only on increasing
efficiency for our customers, but also on our internal effi-
ciency. Cost control was top of mind and we continued to
work on making our internal processes and structure more
efficient, while working in a decentralized manner with
decisions made closer to customers. We have been able
to increase production and keep up with market demand.

SUSTAINABLE BUSINESS

Sandvik Mining and Rock Technology continues to invest
in developing products that make our customers' work-
places healthier and safer, for example by reducing the
use of diesel through the electrification of our equipment.
We are also using low-emission engines in our truck fleets.
This is helping to eliminate harmful exhaust fumes, espe-
cially in the confined spaces where many of our customers
work.

Within our own operations, Sandvik Mining and Rock
Technology is working to use materials and resources
more efficiently and reduce carbon dioxide emissions.

We are selecting more reusable types of packaging and
lighter packaging for spare parts. Recycling is a priority
and we are currently the only mining-related company that
recycles both steel and cemented carbide. We continue to
recycle consumables such as drill bits through global cus-

SANDVIK PARTICIPATED IN
UNDERWATER MINING PROJECT

Sandvik participated in the EU-funded underwater mining
project VAMOS! (Viable Alternative Mine Operating
System) in 2018. The project aimed to find new ways to
access unexploited European mineral resources with an
estimated 100 billion euros worth hidden at a depth of 500
to 1,000 meters.

The objective was to build a life-size prototype robotic
underwater mining machine, and to prove that the concept
of mining in open-cast, water-filled and land-based mines
is viable and economically feasible. Sandvik provided the
cutting equipment and the frame for the underwater min-
ing vehicle. "As Sandvik wants to keep a foot in the door
for the future submerged mining market, we were keen to
participate in (VAMOS! as it was a project that pushed for
further innovation in the mining equipment sector,” says
Uwe Restner, product and commercial manager within
Sandvik.
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Sandvik supplied a 150 kilowatt hydralic-driven cutter head,
ideal for cutting solid rocks, to an underwater mining project.



tomer recycling programs. In 2018, our drill bits recycle
program resulted in the recycling of about 40 percent of
the rock drilling tools sold.

We have the ambition to reduce our transportation
footprint by looking into delivery alternatives and busi-
ness models for better efficiency and a reduction in air
transportation.

THE JOURNEY AHEAD

Sandvik Mining and Rock Technology is in a good position
for expansion, through organic growth and mergers and
acquisitions in selected areas, especially related to the
expansion of our digital and electrification offering. Focus
will continue on opportunities within the aftermarket
where we have mapped our installed base and can now
be more proactive in serving customers through pre-
dictive maintenance, ordering of spare parts and other
data-related services. We will continue to improve the
capital efficiency and fine-tune the organization to make
it even more effective and agile.

OPERATIONS

Maria Nehvonen works as an operator at the Rock Tools division
in Sweden.

OVERVIEW

MINING

CONSTRUCTION

Product portfolio

Equipment for drilling, cutting, breaking, crushing, loading and hauling. Drilling consumables (rock tools), service,

spare and wear parts.

Market
characteristics

Consolidated customer base of some 200 global
major and junior miners. Remote locations,
decreasing ore-grades as well as safety
requirements drive volume output and need for semi-
to fully automated solutions. Significant aftermarket
business.

Sandvik is active in the niche areas of rock
excavation and comminution. Customer base

is fragmented with more than 25,000 individual
customers. Localized offering and local competition.

Demand drivers

— GDP growth rate and resource intensive industry
development

— Metal and mineral prices

—Production levels in existing mines and expansion
projects (greenfield and brownfield)

— Productivity improvements and new technology,
for example automation and electrification

—Demand in the areas of environment, health and
safety

— GDP growth/urbanization
—Infrastructure investments and spending
— Government stimulus programs

— Aggregates production

— Cement consumption

Competitive
landscape/Major
competitors

Consolidated in certain segments, i.e. underground
hard-rock mining: Epiroc, Metso Minerals, Caterpillar
and Komatsu Mining.

Some global competitors present in several niches
and many local players: Epiroc, Terex, Metso Minerals,
Caterpillar and Furukawa.

Go-to-market

Direct sales ~95 percent with worldwide service

Due to a fragmented customer base, 50 percent

model network. of sales is via distributors. Global sales and service
organization.
Growth strategy Grow aftermarket business on the installed base. Climb the service ladder by data-driven productivity and advanced

services. Mining automation, mid-market and local premium offering. Value-based selling.

Strategic risk
management

Various forms of business environment risks with an impact on the mining and construction market in general, such as
increased market competition with new technological developments and the emergence of new competitors, fluctua-

tions in commodity prices and compliance-related risks.
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OPERATIONS

CUSTOMERS AND PRODUCTS

The vast majority (76 percent) of Sandvik Mining and Rock Technol-
ogy's customers are in the mining segment, while 20 percent work in
the construction industry. The remaining 4 percentis in the oil and gas
industries.

Mining customers are relatively few, but they are large and mainly global. In the

construction industry, customers are mainly small to medium-sized contractors
and quarries and the business is project-driven with alocal focus.

NEW PRODUCTS AND INNOVATIONS

ADVANCED AUTOMATION

This next generation of OptiMine® data analytics enables mining companies to
gain operational improvements in their mining process by providing real time
and automated dashboards with a comprehensive process overview to drive
improvements. The solution was developed in cooperation with both miners and
contractors and the underlying technology platform is the result of a partnership
between Sandvik and IBM.

INCREASING PRODUCTIVITY
Leopard™ DI650i, the new down-the-
hole (DTH) drill rig helps customers
raise productivity. Intelligent control
technology applied in both the com-
pressor and the hydraulic system'’s
cooler fan can reduce fuel consump-
tion by up to 15 percent compared with
conventional DTH rigs. The automated

solution enables the maintenance crew

to carry out daily servicing tasks at

ground level through a touch screen for

monitoring and diagnostics, providing
the rig operator with a safer working
environment.
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INTELLIGENT CRUSHING

The new CH800i series of connected
cone crushers offers intelligent crush-
ing based oninformation delivered via
the My Sandvik portal. The new series
helps customers gain insights into pro-
ductivity and predictive maintenance
by offering statistical information that
can be used to increase uptime and
identify areas for improvement.



ELECTRIC SOLUTIONS
FOR CLEANER MINING

OPERATIONS

Goldcorp's mine in Borden Lake, Canada is the world's first all-electric underground mine, an ambitious project the company hopes will
inspire an industry-wide shift to more sustainable mining.

With Sandvik DD422iE electric jumbo, mining companies like
Goldcorp can achieve cleaner and healthier mining environments,
while delivering cost-effective production.

Leading gold producer Goldcorp
has an ambitious project under-
way to build one of the world's first
all-electric mines. Building and
running a sustainable mine thatis
invisible and silent, is essential for
the company, with its latest project
located by the pristine Borden Lake
in Ontario, Canada.

Once commercial productionis
underway, the underground mine is
expected to not only help minimize
the community and environmen-
tal impact from mining, but also
improve health and safety for
employees - all while boosting
Goldcorp’s bottom line.

"We knew that we had to create
amine in close collaboration and
coexistence with our local stake-
holders,” says Goldcorp's senior
project engineer Maarten van
Koppen. "It was very important to us
to minimize all sources of emission,
whether it's noise, dust or other pol-
lutants. Going electric really helped
in achieving those goals.”

CUTTING EDGE

Sandvik has provided DD422iE
electric mining jumbos for the mine,
which produces zero emissions.
Reducing the use of diesel-powered
equipment underground leads to

a positive impact on environment,
health and safety as well as helps
to reduce the need for ventilation in
the mines. The electric jumbos are
connected to the grid at Borden to
ensure they are constantly charged
during drilling.

Miner Randy Harrison is behind
the controls of a Sandvik DD422iE
unit that Goldcorp depends on to
develop Borden's access ramp.
"The computer setup and the
preciseness that you can geton
the face make it the best jumbo
around,” says Harrison, who's oper-
ated development drills since 1989.
"Sandvik has been on the cutting
edge right from day one since |
started operating them.”

The jumbo, he says, enables
better accuracy, more control, and
consistency from crew to crew. "We
manage the profile better and have

less overbreak. It allows us to opti-
mize the drilling pattern. Our holes
are higher quality.”

SUBSTANTIAL SAVINGS
By eliminating diesel underground
and fully electrifying Borden, Gold-
corp anticipates a 70 percent reduc-
tionin greenhouse gases and annual
savings of 2 million liters of diesel
fuel and 1 million liters of propane.
The company also expects to save
35,000 megawatt hours of electric-
ity yearly, due in large part to drasti-
cally reduced ventilation needs.
Goldcorp hopes that this project
will inspire an industry-wide shift
to more sustainable mining. “The
battery technology advancements
really enable us to go fully electric,”
says Borden project manager Luc
Joncas. “Not only do we plan to
prove to the industry it's possible,
we're keen to prove that it will be cost
effective and bring even more value
to our shareholders than a conven-
tional mine. We believe electrifying
Borden makes sense economically,
environmentally and socially.”
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OPERATIONS

SANDVIK MATERIALS
TECHNOLOGY

Sandvik Materials Technology was back on track
in 2018, with improved revenues and operating
margins. This resulted from cost and efficiency
measures, along with higher market demand for
the business area’s world-leading metallurgy
and application knowledge.
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Business area Sandvik Materials Technology develops and
manufactures products made from advanced stainless
steels and special alloys. The business area produces
tubular products, metal powder, strip and products for
industrial heating. Its customers come from a variety of
industries including the energy, automotive, aerospace
and engineering sectors, and rely on Sandvik for products,
solutions and supportin demanding applications.

MARKET 2018

2018 was a strong year for Sandvik Materials Technol-

ogy with arise in demand for products such as heating
systems and tubes. High nickel prices contributed to the
positive effect on our profit, as did an upturn in the oil and
gas industry, which is the largest customer segment. The
business area continued to benefit from the global trend
towards more sustainable solutions with demand for our
products, materials and competence to help customers
improve energy efficiency. This includes renewable power
generation and digital monitoring solutions, like Sentusys™
Intelligent Tube System. We continued to face fierce com-
petition from China, and challenges from US import duties,
but our strong production footprint in the US and our spe-
cialized products put us in a favorable position.

STRATEGIC FOCUS AREAS

In the short-term, we aim to reach a 10 percent EBIT
(Earnings Before Interest and Tax) margin by 2019. We are
in line with that target with many opportunities to grow and
further improve the profitability, focusing on operational

2018 IN FIGURES

REVENUES BY CUSTOMER SEGMENT

OPERATIONS

and commercial excellence. In the long term, we aimto be a
leading materials technology innovator, providing custom-
ers with solutions that make them safer, more sustainable,
energy efficient and productive.

FOCUS ON CORE

Today, Sandvik Materials Technology's portfolio is more
focused thanin the past, due to restructuring and divest-
ments. In the first quarter, we completed the divestment
of our welding wire business to industrial company ESAB,
including the global sales organization and production
units in Sandviken, Sweden and Scranton, US. In May, we
announced a divestment of our 50 percent stake in the
Fagersta Stainless wire rod mill, in a transaction that is
expected to close by the end of 2019. In the third quarter,
we divested our stainless wire business to the German
family-owned Zapp Group. The deal included a production
unitin Sandviken, Sweden, and a global sales organization
along with selected trademarks and patents. In the fourth
quarter, we signed an agreement to divest our electric
components business to power resistor manufacturer
Ohmite.

We are building on our core capabilities and in August we
announced the acquisition of Custom Electric Manufactur-
ing, a leading manufacturer of industrial heating equipment
and replacement heating elements in North America. This
acquisition will strengthen Sandvik's leading position in
industrial heating systems.

REVENUES BY MARKET AREA

Revenues: 15,111 million SEK (13,618) with
12.5% organic growth

Operating profit: 1,391 million SEK (277)
Operating margin: 9.2% (2.0)

Return on capital employed: 10.5% (2.1)
Employees: 6,102 (6,545")

Gender balance: Men 82%, Women 18%
President: Goran Bjérkman

Lost time injury frequency rate (LTIFR):
4.3(3.6)

Total recordable injury frequency rate
(TRIFR): 7.5 (9.9)

Estimated market size: 130 billion SEK

® Energy, 38%

1) Number of employees adjusted for items
affecting comparability, due to internal

reallocation. Other, 9%

® Engineering, 24%
®m Consumer and Electronics, 12%
= Automotive, 7%
® Chemicals, 6%
Construction, 4%

® Europe, 57%

= North America, 22%

® Asia, 18%

® Africa/Middle East, 2%
® South America, 1%
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OPERATIONS

TECHNOLOGY LEADERSHIP AND INNOVATION

Sandvik Materials Technology is a leading expert in special
alloys and advanced stainless steels. In 2018 we received
an order from CERN, the European organization for parti-
cle physics research, to develop a new advanced stainless
steel for the world's largest and most powerful particle
collider, the Large Hadron Collider (see case below). Sand-
vik Materials Technology is also supplying components to
the prestigious NASA WFIRST project for a space-based
telescope that will help astronomers improve their under-
standing of dark energy. We are growing in the medical
segment, which is an area where we see excellent poten-
tial for our medical wire Exera™. Exera is used for many
applications, including ear implants, spine stimulation,
heart solutions, and glucose and thermal measurements.

STABILITY, PROFITABILITY, GROWTH

The business area's key priority during the year was to
restore profitability to the portfolio, which is in line with
Sandvik's strategy for stability and profitability before
growth. We remain focused on profitability in the Strip and
Tube divisions, while we have moved into growth mode

for the Kanthal division. In February, Sandvik announced

a 20 million EUR investment in a new plant for the manu-
facturing of titanium and nickel fine metal powders. The
investment will expand Sandvik's metal powder offering,
enabling future growth. Construction of the plantin Sand-
viken, Sweden is underway and expected to be operational
in 2020. As of January 1, 2019 the Powder division is oper-
ated by business area Sandvik Machining Solutions.

EFFICIENCY AND CONTINUOUS IMPROVEMENT

Sandvik has a target to improve productivity (revenues per
employee) by at least 3 percent annually. In 2018, Sandvik
Materials Technology contributed to this goal by improv-

ing operating margins through internal cost efficiencies;
portfolio improvements resulting in a better product mix;
and better price management. The efficiency programin
2017 contributed to the improved results in 2018. Closures
of a Kanthal facility in Italy and a Tube site in Canada
announced late in the year will have a further impact.

SUSTAINABLE BUSINESS

We collaborate closely with customers to help them
improve energy efficiency through, for example, mate-
rial technologies that conduct heat better. Kanthal®, our
electric heating technology and services help customers
reduce their carbon footprint by converting from gas to
electric heating. Sandvik Hiflex® compressor valve steel
make refrigerators and cooling systems more energy
effective and our stainless steel Pressurfect® enables
more power to be produced in vehicles with significantly
reduced fuel consumption and emissions.

Sandvik Materials Technology is also investing in
solutions that make our customers' products safer and
reduce their environmental impact. Our umbilical tubes,
for example, improve safety in the oil and gas industry
and our patented Safurex® material increases safety in
urea plants and other applications by improving corrosion
resistance in tubes. In 2018 we launched the next genera-
tion, Safurex Star, with our partner Stamicarbon in a further
step towards increasing safety and productivity within our
customers' processes (see case story on page 29).

We continue to optimize our operations through
reducing energy usage, waste and water usage. Among
the many local initiatives in 2018 was an agreement with
Gastrike Ekogas to purchase their surplus biogas. We
expect to reduce our carbon dioxide emissions by about
2,000 tons per year by replacing much of our oil and gas
with carbon neutral biogas.

SANDVIK IN PRESTIGIOUS
PROJECT WITH CERN

The Large Hadron Collider (LHC) is the world's largest and
most powerful particle accelerator. Itis located at CERN,
the European Organization for Nuclear Research, head-
quartered outside Geneva in Switzerland. It consists of

a 27-kilometer ring of superconducting magnets with a
number of accelerating structures to boost the energy of
the particles along the way. Sandvik has received an order
inan LHC upgrade project where our advanced stainless
steel will be used to keep the particle beam in position

in the accelerator. The project is CERN's most extensive
during the coming decade, entailing an investment close
to 1 billion EUR. CERN is regarded as the world's biggest
laboratory for particle physics research where one of the
aims is to understand how the universe was once formed
and which fundamental laws rule our world.
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Sandvik delivers advanced stainless steel in the upgrade of the
Large Hydron Collider, the world's largest and most powerful
particle accelerator.
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THE JOURNEY AHEAD

Sandvik Materials Technology had a good year in 2018,
delivering on targets and building trust and confidence
both internally and externally, with better profitability and
stability compared to recent years. Following the divest-

OPERATIONS

and medical sectors. Widening certain portfolios will elim-
inate our dependency on a single segment. Many macro
trends are moving in our favor, with an ever-increasing

need for more resistant and lightweight materials that help
customers in their sustainability efforts. As a company

ment of products outside our core business, we can now with strong competence in material science, we arein a
look ahead to broadening our base within the aerospace good position to tap into these trends.

Karzan Jabar works as an operator at the Strip division in Sandviken, Sweden.

OVERVIEW

Product portfolio

Tubular products, bars, billets, strip, rock drill steel, heating systems, medical wire and metal powder.

Market
characteristics

Selected niches in demanding industries where material requirements, as well as product quality
and reliability, are extremely high. High entry barriers.

Demand drivers

- Energy demand
— Industrial production
- Environmental demands and legislation e.g. reduced emissions
and energy consumption
— Materials evolution i.e. advanced material requirements
—Increased demand for safety, reliability and more sustainable materials

Competitive
landscape/Major
competitors

Nippon Steel and Sumitomo Metal (tube), Tubacex (tube), Jiuli (tube)
VoestAlpine (strip), Aperam (heating elements and systems), smaller niche players.

Go-to-market model

Direct sales ~80 percent.

Growth strategy

Increased focus on products and solutions improving energy efficiency and reducing emissions.
Continued material evolution through focused R&D efforts and technologies based on, for example,
powder metallurgy.

Strategic risk
management

Fluctuating oil and gas prices. Increased competition of high-tech material from China. Local protec-
tionism in the steel industry.
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CUSTOMERS AND PRODUCTS

Sandvik Materials Technology has got few but large customers.

A major portion of them, 38 percent, are in the energy sector where
we supply high-alloy products such as stainless steel tubes and strip
steel with functional coating that is used, for instance, in fuel cells.

Our stainless steel and high-alloy products are common in the automotive
segment where they can be found in air conditioning and air bags. We also serve
customers in aerospace with special alloys and our tubular products. Our portfolio
for the medical segmentis small but growing, particularly through medical wire.

NEW PRODUCTS AND INNOVATIONS

SENTUSYS™

The intelligent tube system Sentusys™
helps customers increase safety and
control the status of the tubes inside
their processes with the help of cloud-
based data and sensors embedded in
the tube. Customers receive contin-
uous information about temperature,
strain and vibration, enabling immedi-
ate corrections.
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TRACK AND TRACE SERVICE APP
In 2018, Sandvik launched this service
app to help customers save time in
their daily operations. The app makes
it easy for customers to keep track of
their orders from Sandvik's distribu-
tion centers to their final destination,
including information about the ship-
ping route, estimated time of arrival,
the number of packages and weight of
delivery.

NEW SUPERTHAL® APPLICATION
Superthal® heating modules are used
in laboratory and production furnaces/
heaters wherever concentrated heat
is needed. Indian customer Bharat
Energy Storage Technology has devel-
oped a new application where it uses
ceramic Superthal heaters to store
excess solar and wind energy and,
when needed, convertit to electrical
heating.



A STAR IS BORN

OPERATIONS

Sandvik and urea technology leader Stamicarbon have jointly developed a super-duplex steel with improved corrosion resistance in
heat exchanger tubes operating at high pressure and temperature.

In 2018, Sandvik and Stamicarbon launched the super-duplex steel
Safurex® STAR, developed together to withstand the corrosive
environments in the urea production process.

More than 190 million tons of urea
is produced each year, made from
a mixture of ammonia and carbon
dioxide. The vast majority (over 80
percent) of this urea is used to fer-
tilize the world's crops, but urea can
also be found in cosmetics, cattle
feed, melamine for resins, and in
AdBIlue®, a solution used as an agent
toreduce NO, from combustion gas
from diesel engines.

Based in the Netherlands, Stami-
carbon has been at the forefront
of developing and licensing tech-
nology for the urea industry since
1947. Today, more than half of the
installed capacity of urea plants
around the world use Stamicarbon's
technology.

COMPLEX PROCESS

The urea process is complex, espe-

cially due to the high pressures and

temperatures in urea synthesis in

combination with a highly corrosive

process environment that requires

oxygen to inhibit active corrosion.
Some thirty years ago, Stam-

icarbon partnered with Sandvik

to develop a material that could

withstand this severe process
condition with reduced oxygen,
thereby increasing plant output and
safety. The partnership resulted in
Safurex®, a high-alloy duplex steel
that minimizes corrosion in the
tubes, high-pressure valves, piping,
lining, scrubber and other applica-
tions found in urea plants.

"The partnership was established
based on the perfect combination of
technical knowledge and expertise,
combining two leading companies
on materials, processes and corro-
sion expertise in the field of urea,”
says Joey Dobrée, product portfolio
manager at Stamicarbon. “Continu-
ous development and contributions
toresearch and innovation have
brought us to where we are today
and has resulted in a leading knowl-
edge center for the urea fertilizer
industry worldwide.”

REDUCED COST

Today, the well-recognized Safurex
brand has been expanded with
Safurex STAR, a super-duplex steel
designed to improve corrosion
resistance in heat exchanger tubes

that are operated at high pressure
and temperature. "Safurex STAR has
improved mechanical properties,
which allow for a thinner wall and
lower weight and thus reduce the
investment cost for a plant,” says
Oscar Johansson, product manager
at Sandvik.

The two partners continue to
provide solutions for the urea
industry, with Stamicarbon currently
developing digital services that
enable plant owners to monitor plant
performance and provide informa-
tion regarding maintenance. These
digital applications will combine
Stamicarbon’'s Advance Insight™
Process Monitoring tool with
Sandvik's intelligent tube system
Sentusys™.

"Stamicarbon is proud to have
such a successful strategic partner-
ship with Sandvik, which is providing
relevant solutions to the urea indus-
try, considering that Stamicarbon
urea plants are producing fertilizer
to feed a large part of the world's
population,” Dobrée concludes.
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DOING THINGS RIGHT

Sandvik strives to be a responsible and ethical company with a
culture of doing things right. Our Code of Conduct is designed to
guide all employees in their daily activities to ensure that Sandvik is
a good corporate citizen and respectful business partner.

Sandvik's group-wide Code of
Conduct provides clear standards,
processes and procedures for

how employees around the world
should act as representatives of the
company. It covers a wide range of
areas including human rights, working
conditions and trade issues. The
Code of Conduct also helps to ensure
compliance with relevant laws and
regulations.

The Code of Conductis a vital
componentin The Sandvik Way
governance model, which encom-
passes common steering documents
and processes. The Sandvik Way
also describes a common culture
and ways of working. More about The
Sandvik Way on page 58.

OUR CORE VALUES

The Code of Conduct is based on
Sandvik's four core values: Customer
Focus, Innovation, Fair Play and
Passion to Win. In order to support

a more sustainable future for both
Sandvik and our stakeholders, we are
committed to adhering to the OECD
Guidelines for Multinational Enter-
prises and the UN Guiding Principles
on Business and Human Rights.

The Code of Conduct's founda-
tion was built on the United Nations
International bill of Human Rights,
the International Labour Organiza-
tion's Declaration on Fundamental
Principles and Rights at Work, the
Rio Declaration on Environment and
Development, and the United Nations
Convention against Corruption, as
outlined in the ten principles of the
United Nations Global Compact,
which Sandvik has signed.
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"Sandvik's
Code of
Conduct
supports me
in my daily
work”

Helen Blomqvist, General Manager Sales
Area North Europe, Sandvik Coromant

TRAINING FOR ALL

Sandvik's Code of Conductis
updated regularly and applies to all
employees worldwide, including long-
time contractors (working more than
90 days). All new employees receive
training in the Code of Conduct,
including anti-bribery and corruption,
and related policies as part of their
introduction to Sandvik. Every month,
areportis generated to identify train-
ing gaps among Sandvik's approxi-
mately 42,000 employees. By the end
of 2018, 94 (93) percent of employees
and long time contractors had con-
ducted Code of Conduct training.

WHISTLE BLOWING

Employees and external parties who
witness a violation of the Code of
Conduct, laws or our policies can
reportit, anonymously, through
Speak Up, a global reporting system.
They can also ask questions related
to the Code of Conduct through

Speak Up. 83 percent of the respond-
ents in Sandvik's 2018 Employee
Engagement Survey said they were
aware of the whistle blowing process
and 74 percent said they trust the
system.

Speak Up is available through
Sandvik's internet and intranet
portals, as well as through telephone
hotlines 24 hours a day, 7 days a
week, in all major countries (today 50)
where Sandvik operates. Speak Up
reports are screened and each case
is then assigned an investigator from
the business area that conducts the
investigation, supported by Group
functions.

The Group Ethics Office oversees
the effectiveness of the Speak Up
process. Reports, investigations and
remediation are recorded, monitored
and included inreporting to the
Group Audit Committee.

No retaliation may be taken against
an employee or business partner
who, in good faith, voices their con-
cern, asis outlined in Sandvik's Speak
Up Policy.

In 2018, 206 (230) Speak Up inci-
dents were reported (see distribution
in chart below). It took on average 67
days to close a Speak Up case and
the substantiation rate amounted to
62 (55) percent.

TOTAL AMOUNT OF SPEAK UP REPORTS
IN 2018: 206

B Human Relations, 40%

I Compliance, 26%

B Theftand
misappropiation, 9%

M Business records
and information, 9%

B EHS (Environment,
Health and Safety), 4%
Other, 12%



COMPLIANCE
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At Sandvik, we are committed to conducting our business with honesty,
integrity and high ethical standards to meet legal requirements as well
as stakeholder expectations. Our compliance programs, addressing
anti-bribery and corruption, competition law, trade compliance and data
privacy, are an important part of our work.

Sandvik's compliance programs

are designed based on guidance
provided by major regulators and
organizations. Sandvik manages
risks in four compliance areas —
anti-bribery and corruption, compe-
tition law, trade compliance and data
privacy — by formulating measures

to prevent, detect and respond to
breaches of law. These measures are
implemented in the business with the
advice and assistance of the compli-
ance functions. One example is that
employees and other stakeholders
are encouraged to report any defi-
ciencies or breaches of compliance
through Sandvik's Speak Up system
(see page 30). During 2018, the
strategic work has mainly focused
on improving the assurance through
increased follow-up and reporting

as well as having better integration
of Sandvik's assurance functions.
Different compliance training was
offered to employees in the form of
e-learning, webinars or classroom
training. A total of 10,000 participants
received training.

TRADE COMPLIANCE

The trade compliance program
addresses customs, sanctions

and export controls. This area was
demandingin 2018 due to Brexit
preparations, as well as a number of
changes in customs tariffs and inter-
national sanctions imposed by the US
government and other countries.

DATA PRIVACY

In 2018, focus was on the implemen-
tation of the requirements in the EU
General Data Protection Regulation
(GDPR), which came into effectin
May. Sandvik's Data Privacy policy
applies to all entities within the Sand-
vik Group and a number of changes
have been implemented within the
Group to comply with the GDPR.

ANTI-BRIBERY AND CORRUPTION
Sandvik has zero tolerance for
bribery and corruption. In addition
to regular operational work such as
training and due diligence, a new

IT system was implemented during
the year to support the anti-bribery
due diligence and management of
commercial intermediaries. A revised
procedure for handling gifts and
entertainment was also introduced.

COMPETITION LAW

With our competition law compli-
ance program, we aim to mitigate
risks associated with competition or
antitrust laws in all countries where
Sandvik operates. The program
relies on frequent e-learning and
in-person training for employees
who may be exposed to competition
law risks in their work. In 2018, about
4,000 employees received training in
competition law. Training in this area
is repeated and updated every two
years. Comprehensive competition
law guidelines are available for all
employees who are also encouraged
to seek advice from Sandvik Legal
Support teams should they have any
doubts about the legality of a busi-
ness activity.

EACH OF THE COMPLIANCE

PROGRAMS COMPRISE THE

FOLLOWING ELEMENTS:

— Identification and assessment
of risks

— Controls (including policies,
procedures and record
keeping)

— Training

— Enabling and enforcing

— Follow up, reporting and
improvement

— The organization
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COMPETENCE FOR THE FUTURE

Sandvik offers its employees a dynamic and inclusive working
environment with plenty of opportunities to grow. We recognize
thatitis crucial to attract and maintain new competence for the

future and continued our emphasis on this during the year.

Sandvik has a strong company culture
and way of working that are guided by
our core values of Customer Focus,
Innovation, Fair Play and Passion to
Win. We offer fair remuneration, a
diverse and inclusive workplace, and
working terms that respect the needs
of the individual. Our employees are
encouraged to be innovative and push
industry boundaries.

COMPETENCE SHIFT

Today there is a need for new compe-
tence from outside the company as
well as a need for existing employees
to continuously develop to prepare
Sandvik for a future where software,
robotics and automation is increas-
ingly being leveraged to drive com-
petitive advantages.

Among the newer skillsets that are
increasingly in demand are front- and
back-end developers, user expe-
rience designers, data scientists,
integration architects, automation
engineers, digital talents, and senior
system developers. We recognize the
challenge in attracting such talents

32 | Sandvik Annual Report 2018

while competing with strong global
players for a limited talent pool. Our
recruitment focus is therefore very
pro-active, in order to have a con-
stant flow of candidates.

We are putting great effort into
creating awareness of Sandvik as
an employer and leveraging more
niched online channels and forums to
reach new audiences. We search for
and build relationships with poten-
tial candidates in social networks.
One example is our partnership
with LinkedIn, used as a recruitment
platform, and in 2018, 454 of our new
hires had contact with us through
LinkedIn. At year-end, about 225,000
people followed us on LinkedIn which
makes it a strong platform for Sandvik
employer branding.

Internal training

In addition to searching for new tal-
ent, we provide our existing employ-
ees with prerequisites to upskill
through on-the-job-training, virtual
learning channels and classroom
training. We can offer our employees

leadership programs, learning acad-
emies, digital workshops, mentoring,
and other opportunities to acquire
new skills and knowledge.

LEADERSHIP DEVELOPMENT

Our 5,300 managers play a crucial
role in enabling teams to grow and
deliver results. Our leadership model
and our global leadership programs
set clear expectations on both lead-
ership capabilities and behaviors. The
leadership programs deliver proven
business value and equip leaders to
lead successful teams. In 2018, 622
(500) employees participatedina
leadership program. Their feedback
in follow-up surveys indicates that
these programs support the devel-
opment of leadership capabilities and
managers' contribution to business.

YOUNG TALENTS

Through our Global Graduate Pro-
gram, we attract and train young
professionals at various parts of

the Sandvik organization. Our third
graduate program received over 2,500
applications, out of which ten gradu-
ates were selected from five countries
to mirror our business presence in
differentregions. All graduates have

a Master's degree in Engineering or
Business Administration. One of the
main purposes with the programis to
develop and prepare graduates for
future key positions, and after the pro-
gram they are deployed into different
roles within our business. The pro-
gramis very successful and we have a
strong retention rate; 20 of 24 former
graduates still work within Sandvik
and they have had various roles within
the company, such as internal auditor,
service manager, project manager,
global change leader and business
development specialist.



INTERNAL JOB MARKET

As a Sandvik employee you are
responsible for your own career
development. Sandvik offers a wide
range of career opportunities. Our
internal job market enables our
employees to move to other parts
of Sandvik or other countries and
grow and develop as individuals and
professionals. In 2018 about 2.900
(3.600) employees were hired and a
majority of the positions were posted
on the open internal job market.

DIVERSITY AND INCLUSION
Diversity and inclusion are prioritized
areas within Sandvik and we believe
that aninclusive workplace that ena-
bles people to contribute in line with
their full potential creates business
value.

NUMBER OF EMPLOYEES BY
MARKET AREA

The share of women in managerial
positions increased to 17.7 percent
(17.1), the share of women in division
management teams amounted to
17 percent (19) and the share of
women in our talent pool was 28
percent (27). 19 percent (20) of the
members in division management
teams were non-Europeans.

We offer training in diversity and
inclusion through a toolbox that
includes e-learning workshops
and exercises. Our Bridge program
focuses on leading across bound-
aries and all our internal global
leadership programs include training
on how managers can work with
diversity and inclusion.

EMPLOYEE ENGAGEMENT
In our efforts to continuously develop
our business and our teams, we

TOP 300 MANAGERS,
NATIONALITIES

OPERATIONS

conduct a global Sandvik employee
engagement survey. The survey
provides a starting point for team
performance dialogues and develop-
ment activities, and measures both
how engaged our employees are and
whether we, as a company, have put

in place all we need to achieve high
organizational results. In 2018, 87
percent of our employees participated
in the survey and we made progress in
both areas mentioned above.

Every employee at Sandvik is
offered at least one individual perfor-
mance dialogue annually with their
manager that focuses on previous
performance as well as development
plans for the coming years.

For more people-related data, see
pages 136 and 140.

SHARE OF WOMEN IN MANAGERIAL
POSITIONS, %
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HUMAN RIGHTS AND FAIR LABOR CONDITIONS

Our commitment to human rights is
confirmed in our Code of Conduct
as well as in our Supplier Code of
Conduct in which we confirm our
support of, amongst others, the Bill of
Human Rights and UN Guiding Princi-
ples on Business and Human Rights.
The Codes also provide guidancein
identifying, preventing and mitigating
risks related to human rights. In 2018,
28 percent of all Speak Up reports
related to human rights matters.

To mitigate human rights risks,
we continuously work to ensure
compliance with national legislation
and internationally agreed human

rights standards and regulations. We
regularly evaluate our standards and
procedures for identifying, preventing
and mitigating adverse human rights
impacts in the Group's operations
and in our value chain. Our work on
human rights is integrated in our
regular processes and procedures
in different ways, for example, in our
Sustainable Supplier Management,
our safety work and in our diversity
and inclusion scheme. We have zero
tolerance for forced or slave labor
and child labor.

We also support children’s rights
and the right to education through

our community involvement ini-
tiatives in, for example, India and
China. Allemployees have the right,

if they choose, to join a union and be
covered by a collective agreement.
Health and safety are key elements in
our operations, as we believe strongly
in the right to a safe and healthy
workplace.

We do not accept any form of
harassment or bullying and believe in
a diverse workforce without any form
of discrimination based on gender
identity, ethnicity, national origin, age,
disability, marital status, social group
or any other characteristics.
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MEET OUR EMPLOYEES

Lisa Jiang has been working at Sand-
vik since 2006, starting as a field sales
engineer and moving into a number

of other sales and key accountroles
every couple of years. Today she is
Managing Director at product unit Pre-
cision Strip, within Sandvik Materials
Technology in Shanghai, China.

Q: What was your firstimpression
of Sandvik?

A: My firstimpression when | joined
Sandvikis thatitis like a family. | have
been here for 12 years and a lot has
changed but we still have a very good
work atmosphere.

Q:What is the biggest difference
since then?

A:|feelwe are more customer-
focused than before and also we
have become faster and even more
ambitious.

Q: Two years ago, you were selec-
ted to attend a Sandvik global
leadership program. Tell us about it!
A:Inthe beginning, | felt they had
chosen the wrong person for the
program. | didn't have the confidence
to participate at this program level, but
my manager encouraged me to do it.
It paid off. Sandvik training has been

a big support throughout my career
development, and the leadership
program in particular encouraged me
to take greater responsibility.

Q: What did you learn?

A: My big takeaway from the global
leadership program was to step out of
the comfort zone, take challenges and
try to do the thing you thought you
couldn't do.

Hugo Nordell has degrees in engi-
neering, economics and finance,
along with a background in tech-
nology entrepreneurship in Silicon
Valley, USA. He has also headed up
software engineering and product
management for an Internet of Things
software company that operated
across three continents. Hugo joined
Sandvikin 2017 and s currently the
Vice President of Sandvik's Center of
Digital Excellence.

Q: Whatis the purpose of the
Center of Digital Excellence?

A:The purpose is to develop, educate
and enable digital business inside
business area Sandvik Machining
Solutions, both in terms of driving
internal efficiencies using modern
technology, but also to help shape
new customer-facing solutions.

Q: What attracted you to Sandvik?
A: Among other things, | have clear
business goals, the freedom to
decide how to achieve them and
can rapidly take decisions close to

customers. | also like the fact that we
solve problems on a global scale and |
contribute to the outcome.

Q: What are you doing to attract
new digital talent?

A: We try to show that there are
meaningful challenges with global
impact ready to be solved in entirely
new ways and that our results lead

to tangible outcomes in the physical
world. It's very difficult for a startup to
offer this kind of bridge between the
digital and the physical.

Q: Would you recommend that
other people with similar skillsets
as yours work at Sandvik?

A:Yes, |would. I think people like
myself, who have mostly worked

in software, stand to learn a lot
from how complex and challeng-
ing manufacturing really is in a way
that software is not. A lot of people
who work at well-funded startups
would become better at managing
resources if they were exposed to
manufacturing.
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Sandvik is working steadily towards its vision of Zero Harm through

the implementation and continual improvement of Environment, Health
and Safety management systems. This is coupled with a wide range of
activities to improve the already strong health and safety culture.

Our vision is Zero Harm to our people,
our customers, our suppliers and the
environment we work in. A strong
health and safety culture with a "peo-
ple caring for people” mindset s help-
ing us to achive this. The last time the
question was asked in our employee
survey, 88 percent of respondents
rated the safety culture at Sandvik as
either “strong” or “very strong.”

This health and safety culture
permeates the whole company, and it
starts from the top, with Environment,
Health and Safety (EHS) leadership
being one of the focus areas for
the Sandvik EHS Objectives. Thisis
implemented in Sandvik Mining and
Rock Technology, for example, by
leaders committing to three personal
EHS leadership behaviors that are
then monitored and measured. By
“walking the talk” the leadership team
is turning "wanted behaviors" into
measurable processes and then into
leading indicators that can tell a story
that inspires positive cultural change.

TRIFR BY BUSINESS AREA

METRICS DRIVE CULTURE

We believe that what gets measured
gets done. Sandvik's EHS manage-
ment systems and tools provide

a structured approach to setting,
implementing and monitoring our
health and safety targets. The Sand-
vik EHS Council consists of repre-
sentatives from each business area
with its primary aim being to facilitate
collaboration across the company
that will enhance our progress
towards our EHS vision.

Our EHS management systems
are audited by external agencies to
ensure that they meet internationally
accepted standards (OHSAS 18001
or equivalent) and are regularly
audited internally to continually
improve our operating practices.
Every non-administrative Sandvik
location with more than 25 people is
required to have external certification
within two years of commencement
oracquisition. Currently all of these
locations meet this requirement, with

LTIFR BY BUSINESS AREA

the exception of one site where the
process has been delayed.
Sandvik's EHS Policy and Group
EHS Objectives drive our health
and safety activities. Each business
area works to meet these objectives
according to their own plans, but with
the common aim of eliminating all
work-related fatalities and minimizing
the number of work-related injuries
and illnesses. Targets are set year
on year to drive performance on all
organizational levels. For more health
and safety-related data, see page 139.

PERFORMANCE IN 2018

Sandvik's health and safety work shall
comply with all relevant legislation
and we strive to go beyond compli-
ance to ensure the best performance
for both our employees and our
customers. We utilize a wide range

of leading and lagging indicators to
measure safety and health perfor-
mance in every Sandvik location,
including Lost Time Injury Frequency
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Development of different injuries included in TRIFR and LTIFR over time. An LTl is an accident resulting in time away from work, a RWI
(Restricted Work Injury) is an injury where you can be at work but you can't perform your ordinary work, and a MTI (Medical Treatment Injury) is
when you need some kind of medical treatment but can perform your normal work.
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Automating mining equipment reduces the risks for employees, who can work above ground while mining equipment is maneuvered
into riskier and difficult-to-access locations.

Rate (LTIFR) and Total Recordable
Injury Frequency Rate (TRIFR). Both
of these indicators show long-term
positive trends. In 2018, the LTIFR
(LTls per million hours worked)
increased to 1.7 (1.6), mainly driven
by anincreased number of low level
LTls (1-2 days lost) within Sandvik
Materials Technology. However, the
business area reduced its TRIFR by
24 percent which contributed to the
Group TRIFR being reduced to 4.0

(4.6). As the LTIFR gets to lower levels,

Sandvik is moving towards a greater
focus on TRIFR as its primary safety
performance indicator. There have
been no fatalities to report since
2015.

Using a Significant Incident Alert
process, business areas can quickly
inform other parts of the organization
of incidents that are relevant across
the company to minimize the likeli-
hood of arecurrence.

EMPLOYEE WELL-BEING

In line with the United Nations
Sustainable Development Goals,

we aim to have a culture and work-
ing environment that supports the
good health and well-being of our
employees. All of our sites should
offer health and well-being programs
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that have been adapted to local
needs. The programs address a
wide range of issues such as fitness,
nutrition, mental health and disease
prevention.

OCCUPATIONAL ILLNESS

The increasing incidence of work-
related mental health issues is a con-
cern for many communities around
the world. To address this concern,
Sandvik launched company cam-
paigns in 2018 to increase awareness
and education for employees about
mental health issues, for example
Australia's "R U OK?" (Are you OK?)
campaign. Sandvik has processes in
place torecord and investigate occu-
pational illnesses to determine the
root causes and develop prevention
strategies.

HAZARDOUS MATERIALS

Within production we continually
work to replace hazardous materials
with less hazardous options or, where
replacementis not an option, mini-
mize the use of hazardous materials.
We are also investing in new equip-
ment and in improving our processes
to reduce employee exposure to
hazards such as noise, dust and
exposure to gases or other sub-

stances. Our products and solutions
are designed to help our customers
improve their health and safety as
well, for example by reducing their
exposure to chemical hazards. Our
battery-driven underground mining
equipment helps to alleviate the
potential health impacts of diesel
particulate matter and other engine
emissions.

SAFETY FORUMS

Sandvik is the only Original Equip-
ment Manufacturer (OEM) on the
Mining Safety Round Table (MSRT),
formed by Sandvik and other major
mining companies to share and learn
from operational practices with the
aim of preventing workplace fatalities.
Sandvik is also a member of the Earth
Moving Equipment Safety Round
Table (EMESRT) and the International
Council on Mining and Metal's (ICMM)
innovation forum for cleaner, safer
vehicles. These collaborative forums
aim to encourage and facilitate
improvements to eliminate mining
equipment-related fatalities, improve
underground air quality and reduce
emissions of greenhouse gases.
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SUSTAINABLE SUPPLIER MANAGEMENT

Sandvik is committed to sustainable procurement practices that minimize our social
and environmental negative impacts, improve the sustainability performance of our
supply base and generate value for business, our customers and society at large.

As a global company with opera-
tions around the world, Sandvik has
a diverse supply base, totaling in
2018 approximately 78,000 suppliers
located in 99 countries, from which
we source raw materials, compo-
nents, products and services. In
2018, 12.2" percent of our supplier
spend occurred in countries with a
high risk of Sandvik Supplier Code
violations such as China (5 percent),
India (3.4 percent), Brazil (1.9 percent)
and Mexico (0.8 percent).

SUPPLIER SUSTAINABILITY
PROGRAM

We are constantly focused on
initiatives that enhance sustaina-
bility performance, recognizing the
potential for progress in this area.

In 2018 our program encompassed
activities aimed to create supplier
commitment, increase knowledge
and monitor our suppliers’ perfor-
mance, particularly in high-risk areas.
We require our suppliers to make
every effort to comply with Sandvik's
Supplier Code of Conduct.

Building knowledge

In 2018, we continued our knowl-
edge building activities. We trained

all 202 audited suppliers in the Code
of Conduct and our way of working.
An additional 42 suppliers received
similar training as part of two supplier
events organized in India. In most
cases we also supported our suppliers
to develop corrective actions plans
foraddressing the deviations from the
Supplier Code.

Suppliers monitoring

We assess therisk related to viola-
tions of our Supplier Code, primarily
based on the suppliers' location and
activities involved in the production,

1) Based on 80 percent of total spend.

delivery of goods and services to us.
Going forward, we intend to further
refine our risk assessment and diver-
sify our response to risk.

In 2018, we identified 1,670 suppli-
ers (out of 41,588 assessed) located
in high-risk countries and develop-
ing activities deemed of highrisk. A
total number of 202 suppliers were
audited, out of which 100 are located
in India, 87 in China, 10 in Chile, fourin
South Africa and one in Brazil. All were
audited either by our own auditors
(142 suppliers) or by independent
third-party auditors selected and
trained by Sandvik (60 suppliers). All
audits were conducted on site.

Follow up on the corrective actions
agreed to with the suppliers is essen-
tial to ensure that deviations are rec-
tified. 117 corrective action plans (58
percent of total) were agreed to with
the suppliers audited in 2018, out of
which 36 were implemented partly or
fully. The remaining 54 are within the
time limit agreed to with the suppliers.
Forabout 85 audits, conducted at the
end of 2018, corrective action plans
are being discussed with the supplier.

In 2018, we identified no deviation
related to child labor or underaged
workers exposed to hazardous work-
ing conditions. Deviations related to
young workers refer to incomplete
physical health examinations, recruit-
ment policies/ procedures/missing
proof of age while those regarding
forced labour relate to financial pen-
alties imposed on employees at our
suppliersin China. Legal compliance
deviations relate primarily to miss-
ing or expired health and safety or
environmental certificates/licenses.
Competition Law, Anti-corruption and
Conflict Minerals deviations refer to
alack of relevant policies. Deviations
related to environment, health and

safety refer to arange of issues from
missing relevant policies to lack of fire
safety measures and/or risk assess-
ments. Deviations related to employ-
ment conditions mostly refer to
contracts missing mandatory clauses.
In 2018 no supplier relationship was
terminated due to audit results.

CONFLICT MINERALS
During 2018, we carried out a reason-
able country of origin enquiry to iden-
tify smelters and refiners associated
with our supply chain. This was based
on the OECD Due Diligence Guidance
for Responsible Supply Chains of
Minerals from Conflict-Affected and
High-Risk Areas.

A large part of Sandvik's total
tungsten supply comes from our
own subsidiary, Wolfram Bergbau
und Hutten in Austria, a Conformant
Tungsten Smelter that has main-
tained its compliant status since the
company successfully completed the
Responsible Minerals Assurance Pro-
gram (former Conflict-Free Smelter
Program) audit in March 2015.

DEVIATIONS IDENTIFIED AMONG
SUPPLIERS 2018

Health and safety 1,335
Compensation and benefits 344
Environment 327
Management system 302
Working hours 216
Anti-corruption 207
Employment conditions 193
Competition law 168
Monitoring 92
Legal compliance 90
Forced labor 40
Conflict free origin of minerals 29
Freedom of association and collective
bargaining 8
Right to property 7
Discrimination 1
Child labor 0
Young workers exposed to

hazardous working conditions 0
Total 3,359
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ENVIRONMENTAL FOOTPRINT

At Sandvik we see our environmental initiatives as both a fundamen-
tal responsibility and a business opportunity. We provide customers
with products and services that boost their environmental perfor-
mance and efficiency. Within our operations we work continuously to
minimize our own environmental impact.

Sandvik is committed to meeting
three of the environmentally related
United Nations Sustainable Devel-
opment Goals: affordable and clean
energy; responsible consumption
and production; and climate action
(see page 141).

REDUCING ENERGY USAGE AND
EMISSIONS

Through the implementation of a
new reporting process, Sandvik

is working to ensure that every
individual site in the company has
an action plan to increase energy
efficiency and reduce carbon dioxide
emissions (CO,). Sandvik had about
72 environmental action plans
underway in 2018. Heat exchange
systems, improved insulation in
buildings, LED lighting, and solar
rooftop panels are some examples
of initiatives.
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For 2018, Sandvik had set a target
toreduce its energy usage by 1.5 per-
centandto reduce carbon emissions
by 2.2 percent. The energy usage
was reduced by 1.7 percent and
carbon emissions were reduced by
0.9 percent. The carbon target was
not met, due to increased production.
However, the carbon emission inten-
sity, defined as emissions in relation
to revenues, improved by 10 percent.

Seco has a Green Fund where
money is diverted from carbon
credits to fund various initiatives to
decrease energy and CO, emissions
atits sites.In 2018, the Green Fund
paid for new energy-saving windows
in La Tour du Pin, France, LED lighting
in Lottum, Netherlands, the leasing
of hybrid cars in Fagersta, Sweden
and a voltage optimizer for the site in
Alcester, UK.

Our main production sitesin

Europe have been buying energy
from renewable energy sources
since 2013, resulting in a reduction of
annual emissions by approximately
100,000 tons.

Sandvik’s site in Svedala, Sweden
is being connected to a new district
heating system that will eventu-
ally replace all of the site's natural
gas furnaces, contributing to CO,
reductions.

Our Combined Heat and Power
plantin Tubingen, Germany is recov-
ering excess heat from production
processes to produce energy. Since
2016, 420 kilowatts of thermic energy
and 214 kilowatts of electricity have
been produced.

In Katowice, Poland, Sandvik has
installed a new central treatment for
machining emulsion. The installation
will lower the energy consumption,
and the energy from the heated



emulsion will be used for hot water
production and heating of the site.
Energy savings are estimated at
1,500 MWh annually.

USE, REUSE AND RECYCLE
Circularity is a key aspect for Sandvik
and we are reusing and recycling to
offset the use of raw materials. More
than 30 Sandvik locations reporta 100
percent waste recovery rate. Sandvik
recycles both steel and cemented
carbide. About 50 percent of the
cemented carbide thatis usedin our
production comes from recycled
material. The wear parts for crushing
manufactured by Sandvik Mining and
Rock Technology are made from more
than 90 percentrecycled steel.

The Sandvik Machining Solutions
business area has buyback programs
for used products from customers.
Recycling of metals is done in our
own refining plants. Sandvik Mining
and Rock Technology collects used
products and discarded drilling
consumables containing cemented
carbide at customer locations to
make it easier for them to recycle.

In our Chiplun, India site, food waste
from the canteen is used for biogas
production. The gas is led back to the
canteen and used for cooking food.

ENERGY CONSUMPTION 2018

WASTE MANAGEMENT

Sandvik's sites are working to reduce
the consumption of raw materials and
the amount of waste going to landfill.
Our targetis to increase the share

of recovered waste to 20 percent
and we are currently at 18 percent.
Total waste increased by 11 percent,
of which 10 percentage points were
caused by construction work at the
Sandviken site.

Each year, about 30 tons of plastic
waste, including large bags and
plastic packaging, is generated at our
Wolfram Bergbau und Hutten refining
facility in Austria. This plastic waste is
being processed in a sorting plantin
Austria and resold to plastic produc-
ers, serving as raw material for new
plastic products.

WATER

About 90 percent of our manufac-
turing activities take place in areas
where there is an abundance of water.
Nonetheless, water is circulated, par-
ticularly cooling water, to reduce the
consumption of fresh water at several
of our production units.

Cooling systems that recirculate
water have beeninstalled at our
refining plant Saint Martin in Austria,
where previously fresh water from a
river was used for cooling. In 2018,

OPERATIONS

the site used 1.3 million cubic meters
of cooling water which represents
one third of Sandvik's total surface
water usage.

We have taken further steps where
wateris a scarce resource. At our
Pune, India site we have installed
rainwater collection systems to
reduce the use of fresh water. At our
Jet Park site in South Africa we have
an on-site water recycling plant to
lower water consumption. Our global
assembly center in Jiading, China has
replaced its current shower system
with a solar water heater that will
resultin significant reductions in CO,
emissions and energy costs, while
increasing the facility's showering
capacity.

Sandvik's emissions to water con-
sist mainly of nitrogen compounds,
oxygen-consuming substances and
metals. Emissions of phosphorous
declined by 95 percent, all explained
by the divestment of a company
that contributed to 97 percent of
last years' emissions. All wastewater
from production processes is treated
before being released, to ensure that
all discharges are below the accept-
able limit.

More environmental figures on pages
138-139.

CO, EMISSIONS 2014-2018, TONS
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I Natural gas, 16%
W LPG, 11%
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mm Direct CO, emissions (Scope 1)
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Sandvik Materials Technology has the biggest environmental impact of the three business areas due to its stainless
steel production in Sandviken, Sweden. Production at Sandvik Machining Solutions is highly automated, while Sandvik
Mining and Rock Technology's production is mainly based on assembly, resulting in lower CO, emissions.
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ACTIVE IN OUR COMMUNITIES

Sandvik operates in communities around the world and
actively contributes to corporate social responsibility.
Many of our efforts in 2018 went into improving the
health, education and safety of our many neighbors.

As a global corporate citizen, we
believe in the importance of making
a contribution and having a positive
influence wherever we operate. In
addition to benefiting the local com-
munity, our efforts enhance Sand-
vik's reputation and increase loyalty
towards the company.

We view our community projects
as investments, for which we require
contracts, clear target groups and
objectives with measurable results.
All activities must conform to our
Code of Conduct, which means that
we do not engage in any activities
of a political or religious nature, orin
projects that may be viewed as haz-

ardous to health or the environment.

All of our project partners must sign
the Sandvik Supplier Code of Con-
ductand undergo the same screen-
ing process as our suppliers.

FOUR MAIN FOCUS AREAS
Sandvikis involved in a wide variety
of projects around the world. Our
platform for sponsorship and com-
munity involvement projects com-

When a rainstorm devastated a school in rural Ghana, classrooms were
established outside under trees and on rainy days, classes had to be

prises four areas: Innovation — pro-

jects with a clear link to our daily work,

products and solutions; Education
and skills — projects that demonstrate
our role as an employer and provide
long-term employer branding value;
Health and safety — health-related
projects that show Sandvik's com-
mitment to society; and Local enabler
—projects creating joint value for our
stakeholders and our employees.

ENGINEERS WITHOUT BORDERS
Sandvik provides technical knowl-
edge and international experience to
Engineers Without Borders, Sweden.
We are currently engaged in a project
in Tanzania, cooperating with local
partners to build and maintain small-
scale wind power turbines and install
solar panels in off-grid rural areas.
The electricity that is generated goes
to schools, hospitals and local com-
munity buildings.

EDUCATION FOR LIFE
Sandvik Coromant has teamed up
with UNICEF Sweden and sports

cancelled. Sandvik financed a reconstruction of the school.
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association Brynas IF on the initiative,
"A Good Start", contributing to young
people's access to a secure upbring-
ing, education and technical devel-
opment. In addition to contributing
to the right of every child to have an
education, the initiative will also focus
oninspiring young people to discover
and study technical subjects.
Sandvik drives several school
projects in India, The Sandvik Every
Child Counts campaign aims to
boost primary school enroliment
among underprivileged children and
in turn help prevent child labor. The
Sandvik School on Wheels program
provides education in locations
lacking a school. Sandvik staff and
volunteers conduct classes in a bus
for children in the most marginalized
communities. The initiative puts extra
emphasis on ensuring that more girls
enrollin primary school, to boost
their lower literacy rates. Since 2014,
4,359 children who were outside the
school system have been enrolled in
mainstream schools and 2,018 have
continued their education in differ-

Sandvik has replaced 4,000 rusty bolts on the 17th century
Vasa war ship at the Vasa museum in Sweden.
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Education is one of Sandvik's prioritized areas for community relations. Sandvik Coromant has teamed up with UNICEF Sweden and Brynas IF
to support young people's education and technical interest.

ent schools in the Pune region.

In connection with the earth-
quakes in Chinain 2013, Sandvik
and its Chinese employees donated
about 500,000 RMB for rebuilding of
a school. The Sandvik Hope School
was opened in September 2018. It
is located in the Yunnan province
where 70 percent of the population
is part of the Lahu minority group. In
China, Sandvik also offers vocational
programs in Sichuan and provides
scholarships to several universities.

Preparing students for the real
world is the aim of Sandvik's Metal
Cutting Technology (MCT) e-learning
program, started to help students
gain theoretical and application
knowledge related to turning and
other skills. The free, interactive MCT
toolis being used at colleges in the
UK and the US, offering students a
highly appreciated option to tradi-
tional classroom learning.

After a heavy rainstorm, Pakyi
School No. 1Tinrural Ghana was
almost completely destroyed. After
repeated attempts to obtain financial
assistance school authorities and
community leaders turned to Sand-

vik for help. We decided to finance
the construction of a six-classroom
building and construction beganin
2017. The new school building, with a
roof that incorporates recycled wood
from pallets and containers used by
Sandvik, was inaugurated in early
2018.

PROMOTING HEALTH AND SAFETY
Mining Emergency Response
Competition is an annual initiative to
exchange information related to acci-
dent prevention. Sandvik contributes
by providing mining equipment and
employee volunteers at the annual
event. Remote Australian mine sites
are often long distances from profes-
sional emergency services and the
crews need to feel confident handling
any kind of crisis.

Since 2005, Sandvik has been
working with programs to combat HIV
and AIDS and other diseases among
employees, their families and cus-
tomers in Sub-Saharan Africa. The
programs are part of a project called
SHWAP, (Swedish Workplace HIV and
AIDS Programme), an initiative from
the International Council of Swedish

Industry (NIR) and the Swedish Indus-
trial and Metalworkers Union (IF Metall).
Sandvik is one of the main spon-

sors of Team Hasselborg, winner of
gold medals in curling at the 2018
Winter Olympics and European
Championships and a silver medal at
the World Championships. Curling,

a sport where materials knowledge
and technical skills are essential, has
a clear link to Sandvik's business, and
we also want to encourage young
womens' interest in technical educa-
tion and engaged leadership.

THE LAST BOLT REPLACED

ON THE VASA SHIP

Since 2011, Sandvik has helped
replace more than 4,000 rusty bolts
onthe 17th century Vasa warship at
the Vasa museum in Sweden. The old
bolts were replaced with specially con-
structed high alloy stainless bolts from
Sandvik that will last for at least 150
years. The job was completed in 2018.
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OUR SHARE

During 2018, the share price decreased by 12 percent, while the OMXS 30
index on Nasdaq Stockholm decreased by 11 percent.

Sandvik's share is listed on Nasdaq
Stockholm, Sweden. At year-end
2018, the share was quoted at

126 SEK, corresponding to a market
capitalization of 158 billion SEK, plac-
ing Sandvik as the 14th (12) largest
company on Nasdag Stockholm.

SHARE TRADING

In 2018, a total of 823 million shares
(1,082) were traded for a total value of
125 billion SEK (145). Trading in Sand-
vik shares on the Nasdaqg Stockholm
accounted for 37 percent (39) of the
total volume of shares traded. Other
markets, e.g. BATS Chi-X, Turquoise
etc. accounted for 51 percent (37).
The Sandvik share can be traded

in the US in the form of American
Depositary Receipts (ADRs), a pro-
cess handled by Deutsche Bank Trust
Company Americas as a depository
bank. In 2018, the average daily

ADR trading volume was 39,889
(17,.995). At the end of 2018 there
were 4,170,062 ADRs outstanding
(2,546,925).

DIVIDEND AND TOTAL
SHAREHOLDER RETURN

Our yearly target is that the dividend
willamount to at least 50 percent

of reported earnings per share. The
Board has proposed a dividend of
4.25 SEK (3.50) per share to the 2019
Annual General Meeting, correspond-
ing to approximately 5.3 billion SEK
(4.4) and a dividend yield of 3.4 percent
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based on the share price at year-end.
Assuming the approval of the pro-
posed dividend for 2018 of 4.25 SEK
(3.50),a 21 percentincrease com-
paredto 2017, Sandvik's dividend
over the past five years has averaged
3.30 SEK annually. In this period a
total of 52 percent of reported earn-
ings per share for the Group total has
been distributed.

SHARE CAPITAL

The number of Sandvik shares
amounts to 1,254,385,923. Each
share has a nominal value of 1.2 SEK
and the share capital amounts to
1,505,263,108 SEK. Sandvik's share
capital comprises one series of
shares, with each share carrying
equal voting rights and equal rights
to a dividend. Sandvik does not hold
any shares in treasury and the most
recent occasion when new shares
were issued was in conjunction with
the acquisition of the shares out-
standing in Seco Tools in 2012.

SUSTAINABILITY INDICES
Sandvikis included in several
sustainability indices, such as the
Dow Jones Sustainability Index, the
Global 100 Most Sustainable Corpo-
rations in the World, FTSE4Good and
Ethibel Excellence Europe. These
are international indices analyzing
global companies that assume their
responsible business practices.
Sandvik's inclusion in these indices

confirms the Group's achievements
in relation to sustainable business
practices.

OWNERS

In 2018, the number of shareholders
remained largely stable at 100,908
(100,987). There are shareholders in
81 countries, and the total owner-
ship outside of Sweden amounted
to 35 percent (37) at year-end. The
ten largestindividual shareholders
accounted for 38 percent of the
share capital on the same date. As
of 31 December 2018, members of
Sandvik's Group Executive Manage-
ment owned a total of 187,370 shares
in Sandvik. Members of the Board

of Sandvik owned a total of 488,949
shares in Sandvik (including deputy
board members, excluding the CEO).
Total ownership of Group Executive
Management and the Board corre-
sponds to about 0.05 percent of the
capital and voting rights.

PROPOSED DIVIDEND, SEK

4.25



THE SANDVIK SHARE, FIVE-YEAR TREND

OUR SHARE

DISTRIBUTION OF SHAREHOLDING BY
COUNTRY, 31 DECEMBER 2018

SEK Volumes
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® Sandvik share  ® OMX Stockholm 30 Trading volumes '000

KEY FIGURES 2017 2018
Number of shares at year-end (millions) 1,254 1,254
Market capitalization at year-end (SEK billion) 180 158
Number of shareholders 100,987 100,908
Share price at year-end, SEK 143.7 126.4
Earnings per share, SEK Group total 10.50 10.14
P/E ratio at year-end 137 12.5
Change in share price during the year, % +27 =12
Regular dividend, SEK/share 3.50 425"
Dividend as a percentage of earnings per share 33 420
Total dividend yield (price increase + dividend), % 29.1 -99
Proportion of shares in Sweden, % 63 65
Proportion of shares owned by the ten largest

shareholder groups, % 36 38
1) Proposed dividend.

Source: Monitor by Modular Finance AB. Compiled and processed data from Euroclear,
Morningstar and Swedish Financial Supervisory Authority,among others.

THE TEN LARGEST SHAREHOLDER GROUPS,

AS OF 31 DECEMBER, % 2017 2018
AB Industrivarden 11.9 121
Alecta Pension Insurance 6.1 6.5
Swedbank Robur Funds 2.6 39
AMF Insurance and Funds 2.7 2.7
Handelsbanken Pension 2.7 2.6
L E Lundbergféretagen AB 24 24
Vanguard” 2.1 2.4
Blackrock 2.2 24
SEB Investment Management 1.7 1.8
Nordea Investment Funds 1.3 1.4

1) Shares held in trust.

Source: Monitor by Modular Finance AB. Compiled and processed data from Euroclear,

Morningstar and Swedish Financial Supervisory Authority, among others.
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INVESTMENT CASE

Sandvik's equity story is built on more than 150 years of leading material and appli-
cation knowledge with close long-term customer relations based on our offering to
increase productivity. Sandvik has reported a significant improvement in performance
since 2016, the result of a strong market situation in combination with a more decen-
tralized business model and operational decisions based on the priorities of stability
and profitability before growth. Additional operational finetuning remains for continuous
improvement, but the focus has moved increasingly towards growth.

FROM ESTABLISHING STABILITY TO LEVERAGING ON LEADING POSITIONS

2016

2017

2018

Setting Reinforcing Focuson
the performance long-term
structure culture success

Portfolio review and
decentralization

GENERATING GROWTH

* Allbusinesses should maintain or be able to achieve
aNo. 1 or 2 position, supported by new product
launches in core segments and applications in order to
sustainably drive customers’ productivity.

» Acquire growth within already stable and profitable
divisions.

* Expand the customer offering in Sandvik Machining
Solutions to cover a large part of the manufacturing
value chain, also outside of the machining phase in to
pre- and post machining.

* Growthin the aftermarket business in Sandvik Mining
and Rock Technology.

* Grow the stable and profitable parts of Sandvik Materi-
als Technology.

DELIVERING ON OUR PROMISE

Deleveraged:
Freedom of choice

Ahead of plan:
Reached profitability target
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Performance management
and improved profitability

Next step for profitability
and growth

COST EFFICIENCY

* Operating decisions are taken close to customers, in
the different divisions, making Sandvik more agile to
changes in customer requirements hence reducing
volatility in earnings.

» Targeting productivity improvements by 3 percent
annually.

* Continuous review of manufacturing footprint.

PORTFOLIO OPTIMIZATION

* Acquisitions in the high-performing areas supported
by strengthened balance sheet.

» Continuous review of operations to focus on core busi-
nesses where Sandvik is or can be global No. 1 or 2.

CAPITAL EFFICIENCY AND CASH FLOW GENERATION

» Capital allocation to the higher growth and return
areas.

» Stringent management of net working capital.

» Continued review of the supply chain.

Increased

) N SHAREHOLDER
Investing and well-positioned: VALUE

For growth



DIALOGUE WITH ANALYSTS

OUR SHARE

Approximately 25 analysts cover Sandvik on a continuous basis. At year-end

2018, the breakdown of recommendations relating to the Sandvik share was as
follows: 50 percent buy/increase, 25 percent retain/neutral and 25 percent sell/
decrease according to Factset. Below are some of the most frequent questions
discussedin 2018 and our answers.

Q: Will the next trough margin be
higher than the previous, i.e. redu-
ced volatility?

A: We strive for continuous improve-
ments all the time, and it is our ambi-
tion to deliver higher trough marginin

the next downturn, whenever it comes.

Some examples of changes we have
implemented to reduce the volatility
is moving towards a more decentral-
ized mandate on business decisions,
closer to the customers, whichin
theory makes us more agile and

quicker to respond to market changes.

We have also managed the upturn
differently compared with history, with
Sandvik Mining and Rock Technology
utilizing third party assembly to a
much greater extent. This means that
whenever demand softens, we will

be able to reduce produced volumes
externally while maintaining the pro-
duction load in our own facilities.

Q:Increased pace in acquisitions;
what will you buy and how much will
you spend?

A: The majority of acquisitions will
most likely be announced within
Sandvik Machining Solutions. Divi-
sions within the business area that
are both stable and highly profitable
will focus on growth, both within the
core cutting tool business and in
adjacent areas of the digital/software
space as well as additive manu-
facturing. We want to expand the
customer offering to cover a larger
part of the total manufacturing value
chain, to include also the pre- and
post-machining phases. Our balance
sheetis strong and allows for fairly
sizeable deals. It is however more
likely that we make small to mid-sized

acquisitions, although we will grasp
larger opportunities if it makes stra-
tegic sense.

Q: A number of divestments closed
during 2018. Can we expect addi-
tional consolidation of the business
portfolio?

A: Sandvik Drilling and Completions is
abusiness of about 2.3 billion SEK, of
which we are in the process of divest-
ing approximately 75 percent (Varel)
related to the oil and gas industry. This
is not a core business for Sandvik.

We constantly review the different
businesses in all of our 34 operating
entities based on their currentand
future revenue and returns potential.

Q: Your balance sheetis strong,
what are your priorities in terms of
use of capital?

A: We clearly prefer to re-invest the
capital into the company and generate
growth through acquisitions and
investments in product research and
development. Additionally, we want

to reward shareholders with a strong
dividend profile.

Q: Give me one tangible example on
how Sandvik works with sustainabi-
lity in its customer offering.

A: Sustainability is a core ingredient

in how we run our business every

day, bothin our productivity offering
to customers as well as in how we

run our operations. A recognition

of this is that we once again were
selected as a member of the Dow
Jones Sustainability index, which only
includes companies ranked in the top
10 percent of each industry in terms
of sustainability performance. One

example is the recycling business in
Sandvik Machining Solutions, where
we buy back virtually all inserts from
customers. We recycle these inserts
in our recycling plantin Austria and
re-use the material in our insert manu-
facturing. More than 50 percent of raw
material used in Sandvik Machining
Solutions is recycled material.

Q: Sandvik Materials Technology
looks likely to achieve the targeted
10 percent EBIT marginin 2019. Will
you keep itin the Sandvik Group?

A: Itis our ambition that Sandvik
Materials Technology achieves a 10
percent EBIT margin for the full year

of 2019. We are working to make this
business area more efficient and there
are opportunities in all its divisions.
Like with any of the other businesses
in Sandvik, we continuously review the
performance trend and any potential
strategic decisions will be made based
on that analysis.

Q: You have increased the pace

of acquisitions. What do you think
about the potential adverse impact
on ROCE?

A: Yes, the pace increased during

the year, and it is our ambition to be
active on mergers and acquisitions
also going forward. We are looking to
make acquisitions also in the digital
space where multiples sometimes are
elevated. This may adversly impact
our return on capital short term, but
we would not acquire something if
there was not a clear plan onimproved
returns in the longer perspective,
maybe on a five to ten year horizon.
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SUMMARY, GROUP TOTAL

In 2018, demand for Sandvik's products improved. This was the result of a broad-based
improvement from all business areas. Sandvik's order intake and revenue for continuing
operations increased by 9 percent (15) and 11 percent (10), respectively at fixed rates for

comparable units.

FINANCIAL TARGET'

Sandvik's financial targets are based
on assessments of the company's
strength and how it is positioned for
the future. The Group's targets and
target fulfilment are presented in the
table below.

TARGET FULFILLMENT

The financial targets were set for
2016-2018. For the period, the
adjusted EBIT CAGR was 19 percent
and the adjusted return on capital
employed improved 9 percentage
points. At the end of 2018, the net
debt to equity ratio was 0.2. The pro-
posed dividend for 2018 corresponds
to a payout ratio of 43 percent of
adjusted earnings per share.

EARNINGS AND RETURN

Sandvik's order intake amounted to
102,510 million SEK in 2018 (96,743),
and revenue totaled 100,924 million
SEK (93,906). The operating profit
was 18,137 million SEK (18,011),
corresponding to 18 percent (19) of
revenue. Movements in metal prices
for Sandvik Materials Technology
made a positive contribution to the
operating profit of 255 million SEK
(113). Changes in foreign exchange
rates since the beginning of the year
affected earnings favorably by about
774 million SEK (128) compared
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with the preceding year. Net finan-
cial items amounted to -788 million
SEK (-1,071). Result after financial
income and expenses for the Group
was 17,349 million SEK (16,940), and
17,894 million SEK (16,992) for contin-
uing operations. Income tax had a
total impact of -4,646 million SEK
(-3,780) on earnings, corresponding
to 27 percent (22) of profit before
taxes. Profit for the year attributable
to equity holders of the Parent
Company was 12,714 million SEK
(13174). Earnings per share for the
Group amounted to 10.14 SEK (10.50)
and 10.57 SEK (10.54) for contin-
uing operations. Return on capital
employed was 22 percent (24) and
return on equity was 23 percent (31).

FINANCIAL POSITION

Cash flow from operating activities
increased to 14,914 million SEK
(14,286). Net cash flow after investing
activities was 10,631 million SEK
(15,734). At the end of the year, cash
and cash equivalents amounted to

18,089 million SEK (12,724). Inter-
est-bearing liabilities, less cash and
cash equivalents, yielded a net debt
of 11,557 million SEK (16,040).

Sandvik's credit facility of 9,000
million SEK was unutilized at year-
end. Under the Swedish bond
program, totaling 15,000 million SEK,
bonds corresponding to a nominal
amount of 5,650 million SEK were
outstanding at year-end. Under the
European bond program, totaling
3,000 million EUR, a nominal amount
of 1,703 million EUR was outstanding
at year-end. In addition, there were
bonds outstanding in the US for a
nominal amount of 555 million USD.
The remaining maturity of bonds
averaged 2.3 years for Swedish
bonds, 7.5 years for European bonds
and 1.8 years for US bonds. At year-
end, the international credit-rating
agency Standard & Poor's had a rat-
ing of BBB+ for Sandvik's long-term
borrowings, and A-2 for short-term
borrowings.

Target Outcome
Financial targets and target fulfillment” 2016-2018 2018
EBIT growth (CAGR), % >7 19
Return on capital employed improvement, % pts >3 9
Net debt/equity ratio <0.8 0.2
Dividend payout ratio, % 50 432

1) For further information with regard to target definitions see page 151.
2) Proposed adjusted dividend payout ratio per share.



WORKING CAPITAL

Relative net working capital for the
year was 24 percent (23) of reve-
nues, a year-on-year increase of one
percentage point. In terms of volume,
net working capital increased by 3,198
million SEK (685) compared with the
preceding year, driven primarily by
higher levels of inventory. Changed
currency rates increased net working
capital by 1,086 million SEK (-660)
compared with the preceding year.
The structural effect from acquisitions
and divestments decreased working
capital by 1,208 million SEK (99). Net
working capitalamounted to 23,803
million SEK (20,727) at the end of the
year.

EQUITY

Equity at year-end amounted to
58,518 million SEK (48,722), or 46.7
SEK per share (38.8). The equity ratio
was 49 percent (46).

INVESTING ACTIVITIES

Investments in tangible and intan-
gible assets for the full year 2018
reached 3,984 million SEK (3,578)
corresponding to 100 percent of
scheduled depreciation. Proceeds
from sale of companies and shares,
net of cash amounted to 4,052 million
SEK (4,786). Acquisition of companies
and shares, net of cash amounted to
4,631 million SEK (0). Investmentsin
internally generated intangible assets
were 484 million SEK (658).

PORTFOLIO MANAGEMENT
On 31 January, Sandvik announced
the completion of the divestment of
the welding wire business to ESAB,
part of the Colfax Corporation. Rev-
enues for the welding wire business
amounted to 490 million SEK in 2017.
On 15 May, Sandvik announced the
divestment of its 50 percent stake
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in Fagersta Stainless wire rod mill, a
joint venture between Sandvik Mate-
rials Technology and Outokumpu.
Outokumpu has taken full ownership
of Fagersta Stainless and the pur-
chase price was 184 million SEK. In
2017, the company’s revenues were
approximately 1.6 billion SEK.

On 19 June, Sandvik announced it
had signed an agreement to divest
its stainless wire business to Zapp
Group, a German family-owned
leading supplier of advanced metal
products. Revenues for the stainless
wire business amounted to 310 mil-
lion SEKin 2017.

On 2 July, Sandvik closed the
acquisition of privately owned
Inrock. Inrock is a leading supplier of
rock drilling tools and services for
Horizontal Directional Drilling (HDD)
in North America. In 2017, Inrock had
revenues of 46 million USD.

Earnings and return 2017 2018 Financial position 2017 2018
Operating profit, MSEK 18,011 18,137 Cash flow from operating activities, MSEK 14,286 14914
as a % of revenue 19.2 18.0 Cash flow after investing activities, MSEK 15,734 | 10,631
Profit after financial income and expenses, MSEK 16,940 17,349 Cash and cash equivalents and short-term
as a % of revenue 18.0 17.2 investments as of 31 December, MSEK 12,724 18,089
Return on capital employed, % 238 220 Net debt as of 31 December, MSEK 16,040 11,557
Return on total equity, % 31.3 23.3 Net financial items, MSEK -1,071 -788
Basic earnings per share, SEK 10.50 10.14 Equity ratio, % 46 49
Diluted earnings per share, SEK 10.49 10.11 Net debt/equity ratio, times 0.3 0.2
Whereof continuing operations Equity as of 31 December, MSEK 48,722 | 58518
Operating profit, MSEK 18,073 18,689 Equity per share as of 31 December, SEK 388 46.7
as a % of revenue 19.9 187
Profit after financial income and expenses, MSEK 16,992 17,894
as a % of revenue 18.7 17.9 Quarterly trend of Revenue and profit after financial items
Basic earnings per share, SEK 10.54 10.57 Profit after Net
MSEK Revenue financial items margin,%
2017 Q1 22,426 3,097 14
Capital expenditure 2017 2018 Q2 24,426 3,061 13
Investments in non-current assets, MSEK 3578 3,984 Q3 22571 3,186 14
as a % of revenue 38 3.9 Q4 24,482 7597 39
as a % of scheduled depreciation 83 100 2018 Q1 23,981 3,998 17
Q2 26,434 4,672 18
Q3 24,438 4,907 20
Q4 26,070 3773 14
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On 2 July, Sandvik also announced
the completion of the divestment of
Sandvik Hyperion. As of that date,
Hyperion was deconsolidated from
Sandvik and a net capital gain of 618
million SEK was reported in Sandvik's
financial statements. The transaction
represents the final divestment of all
assets in Other Operations.

On 4 July, the acquisition of the
France-based metrology software
company Metrologic Group was com-
pleted. Metrologic Group is a market
leader in agnostic software for
metrology, automation and robotics
control. Metrologic Group has as of
4 July 2018 been reported as part
of Sandvik Machining Solutions. In
2017 Metrologic Group generated
revenues of 43.3 million EUR.

On 17 July, Sandvik announced it
is evaluating the strategic options
for Sandvik Drilling and Comple-
tions (Varel). The business being
reviewed relates to the oil and gas
industry, representing approximately
75 percent of the total revenues of
2.3 billion SEK generated in 2018 by
Sandvik Drilling and Completions.

On 1 August, Sandvik closed the
acquisition of the US-based company
Custom Electric Manufacturing Co.
The company is a manufacturer of
original equipment and replacement
heating elements in North America. In
2017 Custom Electric Manufacturing
Co. had revenues of 5 million USD.

On 10 November, Sandvik
announced an agreement to acquire
the privately owned US-based com-
pany Dura-Mill Inc., a manufacturer
of precision solid carbide end mills.
In 2017 Dura-Mill had revenues of 7.2
million USD.

On 26 November, Sandvik
announced an agreement to acquire
the Chinese company Kunshan
Ousike Precision Tools Co., Ltd (OSK),
aleading supplier of solid carbide
round tools. In 2017 OSK had reve-
nues of 120 million SEK.

GOING FORWARD

The market conditions improved
during 2018 with increased customer
activity levels which supported Sand-
vik's profitability. Sandvik's operating
decisions are based on the priorities
of stability and profitability before
growth. Given our improved opera-
tional performance, the next phase of
our journey willinclude a higher focus
on growth.

PARENT COMPANY"

The Parent Company's revenues for
2018 amounted to 20,141 million SEK
(18,764) and the operating result was
2,566 million SEK (1,260). Income
from shares in Group companies
consists primarily of dividends and
Group contributions from these

and amounted to 4,364 million SEK
(-706). Interest-bearing liabilities,
minus cash and cash equivalents and
interest-bearing assets, amounted to
15,059 million SEK (11,180). The Par-
ent Company's total assets increased
by 2,710 million SEK, from 61,219
million SEK to 63,929 million SEK.
Investments in non-current assets
amounted to 799 million SEK (875).

The number of employees in the
Parent Company and the subsidiaries
operating on commission for Sandvik
AB as of 31 December 2018 was
6,793 (7,204).

The Board of Directors proposes a
dividend of 4.25 SEK (3.50) per share
to the 2019 Annual General Meeting,
corresponding to approximately 5.3
billion SEK (4.4).

Dividend, 4.25 SEK per share

x number of shares 1,254,385,923
=5,331,140.173

Profits carried forward 16,384,240,659

Total, SEK 21,715,380,832

1) The Parent Company includes subsidiaries operating on commission for Sandvik AB.

These are presented in Note 14.
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EMPLOYEES

The average number of employees
amounted to 42,540 (43,376), of
which 19 percent (19) were women.
The employee turnover rate was

8 percent (9). Wages, salaries and
other remunerations for the year
totaled 21,425 (21,354) million SEK.

Safety First

During the year, Sandvik worked
towards achieving a total recordable
injury frequency rate (TRIFR) target
of 4.3. Sandvik's TRIFR improved 15
percent and was 4.0 (4.6) at year-end.
Forlost time injury frequency rate
(LTIFR) the target was 1.4. The target
was not met as the LTIFR amounted
to 1.7 (1.6).

Proposal regarding guidelines for the
remuneration of senior executives
The Board of Directors proposes that
the Annual General Meeting resolve to
adopt the following guidelines for the
remuneration of senior executives for
the period extending until the 2020
Annual General Meeting, which corre-
sponds to those guidelines adopted
by the 2018 Annual General Meeting.

The remuneration of the Group
Executive Management is to com-
prise fixed salary, variable salary,
pension and other benefits. The total
remuneration package should be
based on market terms, be competi-
tive and reflect the individual's perfor-
mance and responsibilities as well as
the Group's earnings trend.

The variable salary may comprise
short-term incentives in cash, and
long-termincentives in cash, shares
and/or share-based instrumentsin
Sandvik AB. Variable salary in cash
is conditional upon the fulfillment of
defined and measurable goals and
should be maximized in relation to
the fixed salary. Long-term incentives
in the form of shares and/or share-
based instruments in Sandvik AB may
be provided through participation
inlong-term incentive programs
approved by the General Meeting.
Terms and conditions for variable
salary should be designed so that the



Board of Directors, if exceptional eco-
nomic circumstances prevail, has the
option of limiting or refraining from
payment of variable salary if such a
measure is considered reasonable.

In specific cases, agreements
may be reached regarding one-off
remuneration amounts provided that
such remuneration does not exceed
an amount corresponding to the
individual's annual fixed salary and
maximum variable salary in cash, and
is not paid more than once per year
and individual.

Pension benefits should be defined
contribution.

Normally, severance pay is paid
when employment is terminated
by Sandvik. Members of the Group
Executive Management generally
have a period of notice of not more
than 12 months in combination with
severance pay corresponding to 6-12
months fixed salary. An alternative
solution may be applied to the Pres-
ident comprising a period of notice
of 24 months and no severance pay.
No severance pay will be paid when
employmentis terminated by the
employee.

The Board of Directors is to have
the right to depart from the guidelines
resolved on by the Annual General
Meeting if, in an individual case, there
are special reasons for this.

The sphere of senior executives
encompassed by the guidelines
comprises the President and other
members of the Group Executive
Management.

For information concerning the
current remuneration of senior exec-
utives, including ongoing long-term
incentive programs, refer to Note 3.5.

The guidelines adopted by the
2018 Annual General Meeting are
presented in Note 3.5.

RESEARCH AND

DEVELOPMENT (R&D)

Each business area is responsible for

its own R&D activities that focus on

product development, technology

platforms and new innovations.
Sandvik has a portfolio of approx-

imately 5,900 (6,700) active patents.
In 2018, 700 (1,050) new patents were
granted. The drop in patent portfolio
and new granted patents is mainly
related to divestments, in particular
the divestment of Sandvik Hyperion.
Investments in R&D were 3,727 mil-
lion SEK (3,498)in 2018, correspond-
ing to 3.7 percent (3.9) of the Group's
revenues. The number of employees
in R&D, including Quality Assurance,
was 2,554 (2,612).

TAX

Sandvik is a multinational group with
many intercompany transactions.
The OECD has issued guidelines

for transfer pricing of cross-border
transactions in multinational groups.
Sandvik adheres to these guidelines
and also to the local legislation of
each country to ensure that a correct
pricing model is deployed and that

a correct amount of tax is paid in
each country. Sandvik monitors the
OECD's tax reform work and the EU
initiatives on Tax transparency care-
fully and observes these standards
as and when enacted. Sandvik strives
to have good relations with our
stakeholders, such as tax authorities,
non-governmental organizations and
investors.

Sandvik has initiated cooperation
with tax authorities in several coun-
tries. We are convinced that an open
discussion and cooperation with
tax authorities around the globe will
help us to reduce uncertainty about
the taxes we are obliged to pay. We
contribute to the local communities
and countries in which we operate
in the form of, for example, taxes
and employment opportunities. In
2018, the Group paid 2,978 million
SEK (2,466) inincome taxes glob-
ally. Income tax comprises just a
portion of all taxes paid by Sandvik
worldwide. In addition, we pay social
security contributions, environmental
and energy taxes, property taxes etc.
Furthermore, Sandvik collects and
pays taxes at the request of gov-
ernments and authorities, including
indirect taxes and payroll taxes.

DIRECTORS' REPORT

ENVIRONMENT

Sandvik respects and complies with
environmental legislation in all coun-
tries where it operates. The most
significant aspe