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Munters 2008

The year in brief

¢ Order intake amounted to SEK 6,515 M (6,407), an
increase of 2 percent.

* Net sales amounted to SEK 6,570 M, an increase
of 5 percent.

¢ Net earnings declined to SEK 165 M (336).

e Earnings per share amounted to SEK 2.21 (4.49).

* The Board of Directors’ propose that no dividend
be paid for 2008.

Earnings trend (rolling four-quarter figures)

SEKM SEKM
8,000 800
7,000 700
6,000 /-’ 600
5,000 [V — 500
4,000 - 400
3,000 300
2,000 200
1,000 100
0 0

Q4 Q4 Q4 Q4 Q4 Q4 Q4 Q4 Q4 Q4 Q4
98 99 00 01 02 03 04 05 06 07 08

=== QOrder intake Net sales Operating earnings

Key data Adjusted
2008 2007 Change, % change, %'

Order intake, SEK M 6,515 6,407 2 0

Net sales, SEK M 6,570 6,262 5 3

EBIT, SEKM 362 566 -36

EBIT margin, % 55 9.0

Earnings after financial items, SEK M 285 526 —-46

Net earnings, SEK M 165 336 -51

Net margin, % 2.5 5.4

Earnings per share, SEK 221  4.49

Operating cash flow, SEK M 177 189 —6

Return on equity, % 13.8 257

Return on capital employed, % 13.6 248

Return on operating capital, % 185 31.8

Capital turnover rate, multiple 2.4 2.7

Net debt, SEKM 1,390 1,068

Equity ratio, % 28 31

Number of permanent employees

at year-end 4132 4,043 2

'Adjusted for exchange-rate changes, acquisitions and divestments.




Munters in brief

Two product divisions focused on industrial-process air
treatment, comfort-oriented climate control and climate
control for the AgHort industry. A global service division with
world-leading positions in damage restorations and tempo-
rary climate control.

Manufacturing, sales and service are conducted with
slightly more than 4,100 employees in more than 30 countries.
The Munters’ share has been listed on the NASDAQ OMX
Stockholm Exchange in the Mid-Cap segment since 1997.

Only major units. Service depots and smaller
sales offices not shown.

Dehumidification

Products and complete solutions for controlling humidity. Customer
manufacturing processes and warehousing are made more efficient. Product
quality, shelf life and hygiene are improved. Dehumidification in combina-
tion with cooling creates an ideal indoor climate.

Dehumidification division’s share of:

31% @ 50%

Net sales Operating earnings

o

HumiCool

Products and systems for evaporative cooling and humidification. Cooling
systems for the poultry and horticulture industries. Technique and products
for mist elimination, e.g. for treatment of flue gases.

HumiCool division’s share of:

26% @ 38%

Net sales Operating earnings

o

Moisture Control Services (MCS)

Services for water and fire damage restoration and temporary climate con-
trol. A complete service offering for the insurance industry that lowers costs
through drying and renovating rather than rebuilding.

MCS division’s share of:

43% @ 12%

Net sales Operating earnings

o




Group overview

Energy-efhicient technologies
and customized solutions

Munters’ vision is to be a leading global supplier of energy-
efficient solutions for air treatment and damage restoration
based on its expertise in technologies for humidity and
climate control.

Strategic focus

From a strong base in humidity control, the business concept is gradually
expanded to adjacent areas. In this process, Munters continues to focus on
customer application-driven, energy-efficient, high-quality product solutions
and services that are closely related to Munters’ traditional area of expertise.
By broadening the product and service portfolio and through forward integra-
tion, Munters is taking a larger part of the value chain in selected niches while
increasing its market potential.

An important part of strategy work is to further strengthen the company’s
position to leverage the following global trends:

* Increased demand for energy-efficient and environmentally friendly solutions
* Increased demands on indoor climate

¢ Consolidations and quality requirements within food production and distribution
* Consolidation within the insurance industry

* Economic expansion in Asia.

Munters’ strategic initiatives to achieve its overall goals can be summarized
in the following illustration.

Focus on gross margin

Leveraging global
market trends

Strengthened presence
in Asia

Profitable
growth

Complimentary acquisitions Expansion from selected

niches

More efficient product development — global platforms

Munters Annual Report 2008



CEO’s statement

Positive effects from strategic initiatives

when markets recover

Munters’ development during 2008 was characterized by a relatively strong first half of the year, which
was followed by a significantly tougher business climate as a result of the general economic recession
and the current financial crisis. The MEP? action program to increase efficiency in all divisions had
already been announced at the beginning of the year. During the second half of the year, we took
additional actions to adapt the organization to the prevailing market conditions. These measures are
expected to improve our structure and competitiveness and to have positive effects on profitability

when market conditions become more favorable.

Our three divisions were affected to varying degrees by the
recession and difficulties within several customer segments
in obtaining financing. Historically, Munters’ business has
not been strongly linked to general economic cycles. How-
ever, the financial crisis has resulted in several businesses that
are not normally sensitive to economic cycles experiencing
weaker sales due to difficulties among customers in obtaining
financing. The products that we sell through distributors were
particularly affected by cautiousness on the part of distributors
in investing in inventories.

Development in the divisions

The Dehumidification division experienced stable growth dur-
ing the preceding year and only noted some weakening in the
European market for industrial systems toward the end of the
year. In the US, sales in the Commercial segment developed
very favorably as a result of the new, more energy-efficient
products deriving from the 2007 acquisition of Des Champs
Technologies. Within the Industrial segment, demand was
favorable during most of the year, with strong sales to the two
most important customer groups, the pharmaceuticals and
the food industries. A contract was signed during the year
with a large, global pharmaceutical company, which gave us
the assignment to review all installations of dehumidification
systems in the company’s global production structure and to
upgrade them with the latest technology to save energy.

The HumiCool division was most severely affected by the
business climate. The largest business area, AgHort, which
sells climate systems to breeding houses and greenhouses,
experienced an unexpectedly sharp decline during the fourth
quarter as a result of insufficient financing options among
end-customers. Also within HVAC, where a large proportion
of sales comprise mobile heaters, the decline as a result of the
financial crisis was substantial. Demand from many small
customers collapsed, and distributors became very cautious
in inventory management. Not least within mist elimina-
tion, order bookings from coal-fired power plants were weak
throughout the year. In the important US market, this was
primarily a result of opportunities for trading in sulfur emis-
sion rights across state lines being eliminated. The investment
calculations for coal-fired power plants wanting to invest in
better cleaning technology were thus weakened.

MCS, our service division, experienced favorable growth during
the year. Assignments related to the hurricanes Ike and Gustav
contributed to a strong year for the division in the US. The
trend for insurance companies to sign more framework agree-
ments with the major restoration companies continued. This
has proven very favorable for MCS, and the division won several
new contracts during the year. In addition to investments
linked to the MEP* efficiency program, MCS incurred sub-
stantial non-recurring costs related to structural changes. These
costs included preparations for phasing out certain operations.

Strategic initiatives during the year

MEP strengthens our efficiency and profitability

At the beginning of 2008, an efficiency improvement pro-
gram designated MEP* was launched. The program was
intended to increase the efficiency of the production structure
in our manufacturing divisions through more rational pro-
duction. Part of the program consisted of transferring a larger
share of refinement processes to low-cost countries. During
the year, HumiCool transferred production of smaller mobile
heaters from Italy to China and corrugation machines from
Sweden to Mexico. The substantial volume decline within
HumiCool resulted in the division reducing personnel by
slightly more than 220 persons during the last three quarters
of the year. This corresponded to about 19 percent of the total
number of employees in the division.

Within MCS, there was a strong focus on the launch of
our mobile IT system Field.Link in our five most important
markets. Field.Link demonstrated its improvement poten-
tial in the UK and is now being rolled out globally. This
will result in a significant improvement in field work, while
allowing administration to be centralized, thus increasing
quality and lowering costs. This prepares MCS to increase
return on capital employed through increased efficiency, a
more favorable cost structure and more efficient processes for
handling accounts receivable. The system also allows work
to be documented in a better manner while making relevant
information more accessible for the insurance companies.

Considerable work was also devoted to processes for
handling accounts receivable, which have been a recurrent
problem for MCS is some markets. Costs associated with
this work were to considerable sums. However, we have now




“Although the coming period is characterized by consider-
able uncertainty, | am convinced that the organization will
emerge strengthened from the prevailing recession. From
this perspective, | view Munters’ future with optimism.”

implemented sharply improved global routines that will
prevent a reoccurrence of the corresponding costs. The MEP?
program was concluded according to plan at the end of 2008.

Munters leads development in energy-efficient air treatment
Des Champs Technologies, which was acquired in 2007, is
now fully integrated in the Munters organization. We have
also strengthened and enhanced our expertise in research and
development. As a result of this combination, we introduced a
new generation of products at the beginning of 2008 under the
name DryCool. These products, which combine Des Champs’
expertise in heat-exchange technology with Munters’ expertise
in energy-efficient cooling and dehumidification, significantly
strengthened Munters’ position as the leading player in energy-
efficient air treatment. The patented DryCool products were
very well received in the US market and resulted in rapid sales
growth in the commercial sector, primarily to completely new
customers. As the next step in our strategy, we acquired Tous-
saint Nyssenne in Belgium during the fourth quarter. Tous-
saint Nyssenne, now called Munters Belgium, will be our base
for manufacturing and introducing DryCool, as well as our
successful DesiCool products, in Europe.

Priorities for 2009

The prevailing market conditions mean that our divisions
are continuing to adapt their respective resources to current
business volumes through efficiency-enhancing measures
and personnel reductions. During the first quarter, we took
measures to improve the production structure, to increase
administrative efficiency and to reduce costs at all levels.
Furthermore, we will phase out certain operations within
MCS in which our new business model will not result in the
improvements required to achieve sustainable and favorable
profitability. These measures include personnel reductions
of about 250 persons for the Group and are estimated to cost
between SEK 30 and 45 million. After full implementation,
the result will be cost reductions of about SEK 75 million per
year, excluding discontinued operations.

Within MCS, Field.Link was launched in the first five
markets during the fourth quarter of 2008. Field.Link will
be introduced in an additional five markets during the cur-
rent year. The system will result in more efficient operations

CEO’s statement

with growing benefits as implementation continues. Work to
utilize capital employed within MCS in an optimal manner
will continue to receive high priority.

Within the Dehumidification division, the launch of
commercial products in Europe will be given focus through
the newly acquired Toussaint Nyssenne. In the US, our goal
is to capture additional market shares, primarily within the
commercial segment. We expect to achieve this by continu-
ing to develop new products with low energy consumption.
Continued growth in Asia is also high on the agenda.

Within the HumiCool division, we will continue to adapt
the workforce to lower demand levels and work to improve
the production structure. This work will result in a concen-
tration of manufacturing to fewer plants and an increased
share in low-cost countries.

Strategy retained

Munters has a unique ability to link technical expertise with
application knowledge. Our products and services are well-posi-
tioned in relation to the long-term trends driving our market.
There is an increasingly greater awareness regarding energy sav-
ings and environmental conservation. At the same time, knowl-
edge of the importance of the indoor climate for both health and
production processes is increasing. These trends favor Munters,
and on the whole, I expect Munters to show continued high
organic growth over the long term. Our strategy to broaden our
product portfolio by being able to offer the customer an even
more comprehensive product and service program is retained.
This strategy includes complimentary acquisitions.

In recent years, we have focused strongly on profit-enhanc-
ing measures. This should become evident, especially in our
gross margin, when the financial crisis is over and the economy
recovers again. Although the coming period is characterized by
considerable uncertainty, I am convinced that the organization
will emerge strengthened from the prevailing recession. From
this perspective, I view Munters’ future with optimism.

Kista, March 2009

Lars Engstrom
President and CEO

Report 2008

Munters Annual
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Dehumidification division




“The division’s earnings in 2008 were satisfactory, given

the turbulent market. The gross margin declined somewhat,
however. This was a result of a changed product mix and
non-recurring costs for a fault in a component supplied by a
third party. The acquisition of Toussaint Nyssenne strength-

ens Munters position in the European market for customized
air treatment systems for offices and public buildings. It
also provides greater access in Europe to Munters’ DryCool
technology that has achieved great success in North America.
Our goal is to continue strengthening and expanding our
presence in Europe.”

Mike McDonald, Division President

Developments during 2008

¢ Relatively stable order intake during the year, with a
positive growth in business with new customers in
the US in the Commercial segment

¢ Acquisition of Belgium-based Toussaint Nyssenne
completed in the fourth quarter

¢ Division’s presence in Asia strengthened

¢ First signs of a weaker market at the end of the
fourth quarter.

The Dehumidification division showed stable growth during the
year, despite signs of weaker market conditions toward the end
of the fourth quarter. Demand for applications in the commercial

Dehumcation division
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segment was strong, due to new and more energy-efficient prod-
ucts launched as a result of the acquisition of Des Champs Tech-
nologies a year earlier. The market for dehumidifiers for industrial
applications was also sound during the year and driven by strong
demand from the pharmaceutical and food industries. Margins
were negatively affected by guarantee costs due to faulty com-
ponents from a third party. The order backlog at the end of the
year was favorable, but the mix of gross margins was somewhat
weaker, compared with last year. Measures to decrease personnel
were taken during the latter part of the year in response to the
weaker market conditions that are expected. The acquisition of
Toussaint Nyssenne was completed during the fourth quarter, and
the company was consolidated as of October 1, 2008.

KEY DATA 2008

Adjusted
2008 2007 Change, % change, %'
Order intake, SEK M 2,133 2,001 7 5
Net sales, SEK M 2,051 1,936 6 3
Operating earnings
(EBITA), SEK M 201 234 —14
Operating margin, % 9.8 121
Return on operating
capital, % 38.7 52.0
Capital turnover rate,
multiple 3.9 4.3
No. of employees, Dec 31 1,301 1,180 10

" Preceding year translated to this year’s exchange rates and adjusted for acquisitions.

Share of consolidated Net sales by geographic

net sales region
31% Asia 10% 50%
Europe 37%

Americas 53%

Share of consolidated
operating earnings
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«== Order intake Net sales Operating earnings

Customer segments Share of Group employees

Food 13%
Pharma-
ceuticals 10%
Other 40%

Department
stores 10%

Commercial
premises 27%

32%

Munters Annual Report 2008
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Dehumidification division

Continued geographic expansion

The Dehumidification division is a world leader in energy-efficient products and complete solutions
for controlling humidity and improving the quality of indoor climates. Its technology is used in both
production equipment and in large premises such as warehouses, department stores and schools.
Environmentally friendly products, advanced technical expertise and a global presence, in
combination with a strong customer focus, have contributed to Munters’ strong position. The US
and Europe are the largest geographical markets, but Asia is growing in importance. Manufacturing
takes place in plants in Sweden, Belgium, the US, Mexico, Brazil, Japan and China.

Services and offering

The Dehumidification division has an organization based on
functions and is divided into three market areas: the Ameri-
cas, Europe and Asia. The Americas region accounts for
slightly more than half of sales, Europe accounts for slightly
more than a third and the remainder is attributable to Asia,
which includes Australia.

The division offers products and complete solutions to
improve air quality for its customers, thus creating more
efficient manufacturing processes or storage conditions or an
improved indoor climate. Munters solutions are installed in
widely varying buildings, including manufacturing plants,
department stores, schools, restaurants and hospitals. A smaller
portion of operations is focused on the semiconductor and
composite industries with equipment for cleansing air from
the solvents used in the production processes. Munters has a
complete product program, with dehumidifiers and dehumidi-
fication systems for air flows from so m*/h up to 150,000 m’/h.

Proprietary core technology

The division’s products and systems are based on the most
energy-efficient technology and employ Munters’ dehumidi-
fication rotor, which is designed to absorb humidity. The
Dehumidification division’s competitiveness consists of high
technical expertise, global market coverage and an ability to
adapt products and systems to customer-specific needs.

Munters’ world-leading brand and its capacity for service
and support are other competitive factors.

Climate control is a critical factor in many manufacturing
processes. Small changes in humidity and temperature may
create a breeding ground for mold and bacteria. This in turn
may affect the safety and quality of manufactured products,
as well as health and productivity in the workplace. In com-
mercial premises, traditional air-conditioning systems are
often used to control the indoor climate. However, these sys-
tems consume considerable energy. Munters’ solution, which
is based on reducing humidity levels in the premises, requires
less cooling and thus lowers energy consumption.

A majority of the world’s population lives in climates with
high temperature and humidity, and it is in these areas that
needs are greatest. Awareness of the economic prerequisites

for addressing these problems is increasing in many regions.
Thus far, the greatest sales successes for Munters’ systems
have been achieved in the US, where large parts of the coun-
try have a warm climate with high humidity.

Increased environmental awareness

Increased environmental awareness among the public and the
authorities in combination with a trend towards high energy
prices is driving development of more energy-conserving prod-
ucts. Munters offers the market’s most energy-efficient products,
and on the strength of its technical leadership, the company
strives to improve environmental features of all of its products.
Product development is focused on improving the dehumidifi-
cation rotor’s performance with unchanged or reduced energy
consumption. One example of an energy-saving innovation is
Power Purge™, through which the energy consumption in a
dehumidification system can be reduced by up to 40 percent.

Customers and market

The global market for Munters’ dehumidification products
and systems is estimated to amount to about SEK 15 billion.
Munters total market share amounts to about 15 percent
within its defined markets. Within rotor-based dehumidifica-
tion, Munters holds a so-percent market share.

The food and pharmaceutical industries are the largest
customer segments. Moisture results in substantial negative
effects on food and pharmaceutical quality in production,
handling and storage. Global food producers strive for identi-
cal taste, aroma and appearance of their products, regardless of
the climate zone in which they are produced. Cold and frozen
products also present a more difficult challenge. Munters’
dehumidification systems offer customers the ability to control
humidity and thus prevent the formation of frost and ice during
the production process. In the electronics and semiconductor
industry, a humidity-controlled environment is often crucial
for the manufacturing result. One example of a significant
customer application is bridge constructions in which dry air
protects sensitive parts against corrosion.

Customers within these customer segments include such
global companies as Texas Instruments, General Electric,
Siemens, Pfizer and Nestlé.
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How Sandvik reduced energy costs

and increased production

The Swedish engineering group Sandvik has a world-
leading position in selected niches. One of them is tools and
components in cemented-carbide and high-speed steel for
metalworking. During 2008, Sandvik opened its new plant
in Rovereto in northern Italy. About 130 persons work in the
plant in three shifts manufacturing shank-end mills in solid
cemented-carbide.

Energy efficiency high on requirements list

The climate in this region is characterized by short, cold
winters and long, hot summers with high humidity. Because
Sandvik uses advanced CNC machines that are sensitive to
climate changes, it was important to find the market’s most
optimal air treatment system. Among Sandvik’s many strin-
gent requirements on such a system, energy efficiency was
very high on the list. The company had positive experience
of Munters’ air treatment systems from other Sandvik plants
around the world. Sandvik contacted Munters’ experts who
presented a solution with the new DryCool ERV system that
was launched so successfully in the US market just a few
months earlier.

Controls both temperature and humidity

What makes the DryCool ERV system special is that it
controls both temperature and humidity in the same system.
It also uses heat recovery and condenser heat to dry the
dehumidifier’s rotor. The result is the market’s most energy-
efficient and effective climate control system. During the
summer months, the system provides dehumidification and
cooling. In the winter, energy is saved by recovering waste
heat. A perfect production climate is created, regardless of
the season.

Reduced energy costs and increased comfort

After installation of DryCool in the Rovereto plant, Sandvik
reduced its cooling requirements by a full 60 percent during
the summer months. In addition, DryCool contributed to
increasing production in the plant. When the climate sur-
rounding a CNC machine is optimal, the need for manual
supervision is reduced. By installing DryCool, the machines
can run on weekends with reduced personnel. This was not
possible previously due to the high cost of human supervi-
sion. The most important benefit that Sandvik discovered
was that the plant’s many employees can now work in a
comfortable indoor climate regardless of the season.

Munters Annual Report 2008
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Dehumidification division

Global partners

In addition to increased focus on energy-efficient solutions,
major customers within the food and pharmaceutical indus-
tries are increasingly seeking global partners to guarantee
product standards and achieve efficiency in purchasing.
Munters is one of the few global companies in the industry,
with manufacturing, sales and service operations in North
and South America, Europe and Asia in an otherwise frag-
mented market. Competitors primarily consist of regional
players that are active in their local markets or in specific
niches. Munters’ market share amounts to about 14 percent
of an estimated total market for customers in the industrial
segment of slightly more than SEK 9 billion.

The Dehumidification division is also specialized in
humidity and temperature control in commercial premises fre-
quented by many persons, such as department stores, schools,
restaurants and hospitals. These customer segments account
for one third of the division’s sales. In department stores, for
example, Munters’ systems create a comfortable indoor climate
for customers and personnel, while the dry air prevents ice
formation in the freezer cabinets for frozen food. A customer
group showing strong growth is schools, where high humid-
ity often gives rise to mold, which can result in students being
affected by allergies. Operating rooms, swimming pools and
ice rinks are other examples of demanding applications with
substantial requirements with respect to humidity and climate
control. The acquisition of Des Champs Technologies in 2007
strengthened Munters’ position as a leading supplier of energy-
efficient systems for climate control for commercial buildings
and enabled market coverage to be improved strongly with
respect to both climate zones and customer applications.

Energy-efficient solutions

The largest players in indoor climate control for commercial
buildings are traditional air-conditioning companies, such as
Trane and Carrier. These air-conditioning systems are primarily
intended for cooling intake air and are less suitable for regulat-
ing the humidity level. This means that the indoor climate
becomes humid, with the resulting risk for mold and bacteria
growth. The traditional solutions available for controlling
humidity in these premises require significantly more energy
than Munters’ solutions. Munters is a small player in the market
for commercial air conditioning. However, through a niche
strategy that focuses on technical leadership and energy-effi-
cient products for treatment of ventilation air, a strong market
position has been achieved. Today, Munters is the leader in
products that control both temperature and humidity. Munters’
market share in these commercial segments amounts to about
14 percent of an estimated total market of SEK s billion.

Cleaning emissions

A smaller portion of the division’s operations, approximately
3 percent of sales, manufactures what are called Zeol systems
that remove solvents from emissions in conjunction with
production processes. This is a small but very profitable niche
market. The largest customer segment is the semiconductor
industry, but auto paint shops are growing in importance.
The largest individual customer is Intel. Both the semicon-

ductor and the automotive segments are cyclical with respect
to investments, which affects Munters earnings trend. Munters
market share in this niche amounts to about 12 percent.

Customer-oriented product development

Much of the division’s development work is focused on fur-
ther development of the product platforms that serve as the
foundation of the Munters dehumidifier range. With these
modular platforms as a base, cost-efficient products are devel-
oped that create economies of scale and permit customization
according to the very varied requirements of the customer
segments. One example is the Integrated Custom Airhandler
(ICA), which is a platform consisting of large industrial systems
that accounts for one third of sales to industrial customers in
the US market.

One example of products for the commercial customer
segment is DesiCool, which is an environmentally friendly
and energy-efficient air treatment system that recovers waste
heat and converts heat to cooling in office premises and
production facilities. The DryCool product family, which
was further enhanced in conjunction with the acquisition of
Des Champs, has proven to be very attractive in the segment
for public and commercial premises. Both DesiCool™ and
DryCool will be manufactured in the newly acquired Tous-
saint Nyssenne in Belgium and thus become more available
for a broad European market.

Munters supplies dehumidification
equipment to NASA

At Cape Canaveral Air Force Station in Florida in the
US, a plant for assembly of tomorrow’s satellites is
now under construction. High demands are be-

ing placed on all equipment to be used in the plant,
particularly considering the high humidity that prevails
in this coastal area of Florida. In intense competition,
Munters won an order to deliver ten large customized
dehumidification units to NASA. Each unit contains
specially manufactured peripheral equipment which
had undergone rigorous quality controls. The units
were delivered as planned in the autumn of 2008.
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Developments during 2008
The first products to combine Munters and Des Champs
technologies were launched during the year.

The acquisition of the Belgian company Toussaint Nys-
senne, a manufacturer of high-quality air treatment systems,
was completed during the fourth quarter. The acquisition
strengthens Munters’ market position within the European
market for customized air treatment systems for offices and
public buildings. The greatest potential lies in creating greater
availability in Europe for Munters’ Drycool technology, which
is very successful in North America. The acquisition will also
facilitate more rapid growth through synergies in product
integration, technology and distribution. Toussaint Nyssenne’s
products complement and also expand Munters’ product range
in industrial applications. The acquisition contributed 122
employees and annual sales of about SEK 193 million.

Non-recurring costs of SEK 13 million for quality prob-
lems due to a sub-supplier were charged against earnings in
the second quarter. Stronger presence in China provides the
foundation for growth during 2009.

Strategy
* Global product platforms to achieve cost savings
* Expansion in Asia

* Strengthened presence in the European market for com-
mercial products

* Increase energy efficiency of products

* Increase focus on energy-efficient industrial air treatment
with DryCool and DesiCool

* Improve margins through global purchasing and relocation of
production, as well as global adaptation of the product range

* Acquisitions that leverage Munters’ leadership in energy
efficiency and dehumidification.

Focus 2009

During the preceding year, much effort was devoted to imple-
menting efficiency-enhancing measures within the framework
of the Munters Efficiency Program. In addition, considerable
focus was devoted within the division to streamlining the prod-
uct portfolio to comprise a smaller number of global product
families that are designed according to a modular philosophy.
Furthermore, development continues to combine Munters and
Des Champs technologies in new products. A similar technical
and organizational development has been initiated with the
newly acquired Toussaint Nyssenne. The division intends to
continue its expansion within commercial products, including
DryCool and DesiCool, in the European market.

During 2009, the division will continue to selectively
strengthen its presence in the Asian market and in addition
ensure that production in the new Chinese plant develops
according to plan. A broad product portfolio is manufactured
in China, and the plant constitutes a production center for
Asia, while being developed into a global center for purchas-
ing of low-cost components.

Better air when school starts

Most children probably dream at times of escaping
school. Perhaps it snows so much that school will be
cancelled and students can sleep in late. Or perhaps
the air conditioning breaks down on a hot summer day
and school ends early. At Jefferson Forest High School
in Forest, Virginia in the US, however, the problems
were much greater. Severe mold growth and poor in-
door air quality forced officials to close the school and
start the summer vacation three weeks early.

What was a dream come true for many students
proved to be a formidable challenge for school officials.
In a short period of time, they had to get the building
in shape for the autumn semester. The problems with
poor air had existed for some time, and both students
and employees had complained about breathing
difficulties, headaches and allergy-related symptoms.
When the roof needed to be replaced, several leaks
were discovered that had resulted in mold and bacteria
growth. The real villain, however, was poor air circula-
tion, which was particularly evident when the children
were in the school. Humidity levels of 70 to 90 percent
could be measured, while the level should not exceed
60 percent to prevent mold formation.

Energy-efficient heat exchanger

IMEC Engineers, which was employed for the sanita-
tion project, was able to conclude that the existing
air-conditioning system was only cooling the air but
could not remove the humidity. “We needed a supplier
who could solve the humidity problem as quickly as
possible,” says J. Todd Owen from IMEC.

He contacted Munters, which installed three per-
manent Wringer aggregates. These units contain Des
Champs’ unigue and energy-efficient heat exchangers
and can be adapted to any climate. The moist outdoor
air is cooled and dehumidified before being led into the
building again. “After the installation, several measure-
ments have been performed, and we are very pleased
with the results. The problem is solved, and we also
finished in time for the start of school,” comments
J. Todd Owen.
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“After a strong first half of the year for most business areas,
HumiCool was affected by a sharply weakened market as

a direct result of turmoil in the credit markets that quickly
resulted in reduced volumes. During the second half of 2008,

the division implemented forceful measures to adapt the
cost structure to the lower market activity. This work will
continue during 2009. Our market position remains favora-
ble, and | expect that the implemented measures will further
strengthen the division so that we will achieve a rapid recov-
ery when the market rebounds.”

Per Segerstrém, Division President

Developments during 2008
* Favorable sales for most business areas during the
first half of the year with the exception of HVAC

¢ Sharply weakened market prospects after the
summer

¢ Rationalization measures in the production structure
and substaintial reduction of the workforce.

During the first half of the year, market growth was strong for all
business areas except HVAC, which experienced weak demand
for mobile heaters after a mild winter. Mist Elimination showed a
favorable earnings trend aided by a solid order backlog, but order
intake declined significantly due to low demand among coal-fired
power plants in the US. After the summer, all business areas were
strongly affected by the turmoil in the global credit markets, which
resulted in distributors experiencing difficulty with short-term
financing and thus reducing inventories. A dramatic decline in the
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AgHort market became evident in the fourth quarter, with the US
leading the downturn. The driving force over the short term was a
lack of financing, but a rapid increase in the price of animal feed
that has not been reflected in the price of meat means that the
industry over the medium term will experience strong pressures
on margins that will limit willingness to invest. Earnings during the
year were affected by a non-recurring cost of SEK 10 M resulting
from bankruptcy of a large US HVAC customer, which was unable
to renew its loans due to the financial crisis. To adapt to the lower
market activity in several segments, adjustment of the workforce
continued and will be combined with additional changes in the
production structure. During the year, the MEP? program was
implemented with the objective of adapting HumiCool’s produc-
tion units to the demands and requirements that will be placed
on the division in the future. A non-recurring cost of SEK 22 M
was charged against earnings during the year and was mainly
attributable to the units in Mexico and German and the relocation
of production from ltaly and Sweden to China and Mexico.

KEY DATA 2008

Adjusted
2008 2007 Change, % change, %'
Order intake, SEK M 1,644 1,837 11 -14
Net sales, SEK M 1,743 1,765 -1 -5
Operating earnings
(EBITA), SEKM 155 251 -38
Operating margin, % 8.9 14.2
Return on operating
capital, % 27.5 52.3
Capital turnover rate,
multiple 3.1 3.7
No. of employees, Dec 31 866 924 -6

" Preceding year translated to this year’s exchange rates and adjusted for acquisitions.

Share of consolidated Net sales by geographic
net sales region

26% Asia 16% 38%

Americas 33%

Europe 51%

Share of consolidated
operating earnings

SEKM SEKM
3,000 300
2,500 250
2,000 200
1,500 —— — 180
1,000 S 100
500 50
0 0

2003 2004 2005 2006 2007 2008

== Order intake Net sales Operating earnings

Customer segments Share of Group employees

AgHort 44% 21%
ME 28%

HVAC/

GTEC 28%

Munters Annual Report 2008



HumiCool division

Dramatic market shift during the year

HumiCool offers environmentally friendly and energy-efficient solutions for creating an optimal
indoor climate for animals, plants and humans, as well as for industrial processes. The technology is
primarily based on evaporative cooling that occurs when water evaporates. This is nature’s own
method for cooling the surrounding air. In addition, the division offers effective products for reducing
harmful emissions, primarily for the coal-fired power industry. Munters has a strong position through
its role as a pioneer in evaporative cooling. An increasingly broad product portfolio, considerable
application expertise and global presence are some of HumiCool’s competitive advantages.

Services and offering

The division is divided into three business areas, AgHort
(Agriculture & Horticulture), Mist Elimination, HVAC/
GTEC (Heating, Ventilation and Air Conditioning and Gas
Turbine Evaporative Cooling). AgHort, which is the largest
business area, offers systems for climate control primarily for
facilities for livestock breeding and for cultivation of plants
and vegetables. Mist Elimination manufactures components
called mist eliminators primarily for flue-gas cleaning sys-
tems for coal-fired power plants, as well as for the process
industry and maritime applications. The HVAC/GTEC busi-
ness area offers products for climate control for indoor envi-
ronments and products for air cooling for gas turbines. The
division has major production facilities in the US, Mexico,
Germany, Italy, China and Australia and smaller production
and logistics units in Brazil, Denmark, South Africa, Thai-
land and Japan.

Proprietary cooling technology

Munters’ technologies in the AgHort, HVAC and GTEC
business areas are based on evaporative cooling. Warm and
dry air passes through Munters’ special CELdek® or GLAS-
dek® cooling pads, which are sprayed with water. As the air
passes over the pads, the water evaporates, making the air
cool and moist. This cooling technology, which is based on
Munters’ own innovations, offers low operating costs and is
also very environmentally friendly. Within this business area,
Munters also offers a broad range of mobile heaters, which are
used when there is a need to heat small or large areas during a
short period of the year. Within Mist Elimination, the technol-
ogy is based on removal of liquid droplets from gas streams
by mist eliminators. In the Flue-Gas Desulfurization (FGD)
application, the flue gas is sprayed with a liquid containing
substances that bind compounds (sulfur) in the gas. Thereafter,
Munters’ mist eliminators remove the liquid droplets in which
the compounds have been absorbed.

Customers and market

The total market that HumiCool can address with the
current product portfolio has an estimated annual volume
of about SEK 18 billion. Munters'market share is about 10
percent, but in the product areas cooling pads and fans for
livestock enclosures and flue-gas cleaning, the market share
is significantly higher.

The AgHort business area accounts for about 44 percent
of sales within HumiCool. The defined global market is
estimated at about SEK 6.5 billion. The business area is the
world leader in energy-efficient climate control for buildings
primarily intended for poultry and livestock breeding. Munt-
ers supplies its systems both to distributors, manufacturers
of enclosures for livestock breeding and horticulture and
directly to breeders and farmers.

Some components are also sold to other system integra-
tors. Together, this customer segment dominates sales. In
warm climates, cooling of indoor air is required in livestock
breeding to achieve satisfactory productivity. For customers
in the AgHort sector, cost efficiency and productivity are
decisive factors.

Cost-effective cooling

Munters’ evaporative systems provide the most cost-effective
cooling, compared with other technologies. Demand is
primarily driven by consumption trends for chicken and
pork, but technical development within livestock breeding is
toward increasingly advanced and more large-scale produc-
tion. Another important segment in AgHort are systems for
greenhouses, where the countries in southern Europe are the
most important markets.

The largest markets are the US, Eastern Europe, the Middle
East and Italy. Major customers include such companies as
Dutchman in Europe and Hog Slat in the US. Competitors
are mainly local players with relatively small-scale production,
although there are also larger players, such as GSI and CTB
in the US.
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At Thorupgaard, breeding pigs is high tech

Each year, more than 25 million pigs are raised in
Denmark, making the country one of the world’s largest
producers and exporters of pork. More than 85 percent
of pork products are exported, corresponding to slightly
more than 5 percent of Denmark’s total exports. Breeding
of pigs takes place both on a large scale and in smaller
family-owned farms. One of Denmark’s more than 7,800
pig farms is Thorupgaard, which is owned by Espen
Dollerup and located in northern Jylland, where the cli-
mate is characterized by both mild winters and summers.

Specialized industry

Modern pig breeding is now a highly specialized industry.
Insemination and delivery of piglets often takes place sep-
arately from the raising of piglets. Thorupgaard specializes
in breeder pigs, meaning that piglets are transported to
other farms where they are raised. The facility consists of
three connected buildings. The sows are moved from one
building to another as the gestation period progresses.
During the entire process, it is of the greatest importance
that the climate is optimal during each phase so that the
sows will produce as many piglets as possible. The climate
is also very important after gestation. Although newly born

piglets are very well-developed behaviorally, they are very
immature on the other hand in terms of immune defenses
and temperature.

Optimal indoor climate

Espen Dollerup contacted Munters, whose experts surveyed
all parts of the facility. One of the challenges in this special
case was to be able to control the air flow over a limited
surface, thus preventing drafts on the sows and newly born
piglets. Furthermore, the climate system should prevent the
warm and humid air that is generated from the pigs from re-
maining in the facility, since it could provide a breeding ground
for infections and mold formation. A third challenge were the
stringent requirements on ventilation to efficiently remove
carbon dioxide, ammonia and foul-smelling substances from
the air evacuated from the buildings.

By taking advantage of the HumiCool division’s broad
product range, Munters was able to use a range of installations
in creating a unique and optimal indoor climate for each of
Thorupgaard’s three different buildings, all with unique require-
ments specifications. Today, Espen Dollerup can monitor the
indoor climate in every part of the farm on a central computer,
while also being able to make adjustments without needing to
walk around the facility every day.
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