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What is changing in how customers value heavy equipment?

Rising cost, labor, service and downtime pressures are reshaping equipment-buying decisions across end-
markets

End-market Demand Drivers

gﬂ Construction & Agriculture & Multi- Process Industry Industrial Compression

Earthmoving Equipment Application Equipment Equipment Solutions

~72% ~70% 61% 30%

of contractors rented equipment of farmers are increasingly of manufacturers experienced of end users already had
in the past 12 months open to buying precision unplanned downtime service contracts
solutions directly from OEMs
54% expect to rent as much or ~65% purchase precision-agriculture 45% reported outages lasting 35% had experienced an
more over the next 12 months equipment separately up to 12 hours unscheduled shutdown*
High equipment costs + variable project = Labor constraints + pressure to improve = Unplanned equipment failure can disrupt . . i
Customer . ) . . ) ) . = Equipment/ system failures can disrupt
. . demand make owning every machine productivity are increasing the need for production, delivery schedules and . L
pain point . . L production and compressed-air reliability
uneconomical automation profitability
Evolving = Flexible access over ownership & lower TCO i . . i L. . . = Greater uptime and performance
= Automation & intelligent equipment = Predictive intervention before failure
Needs burden assurance

Customer value is shifting from equipment ownership to optimizing outcomes like uptime, productivity and flexibility

Sources: McKinsey Report, Fluke, Equipmentwatch, US Department of Energy, John Deere, Aranca Analysis *Note: Historical survey; included as evidence of established service-contract adoption
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How are OEMs responding to changing customer expectations?

Industrial equipment OEMs are adapting to changing customer expectations by focusing more on servitization

of their equipment and adding new revenue streams other than traditional sales

Commercial Evolution: From Service to Outcomes
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loT-Based Remote
Monitoring

V¥ 20-30%
unplanned downtime

From fixed-schedule
upkeep to guaranteed
uptime

=

=0

Outcome-Based
Contracts

V 25-40%
maint. cost/unit

From customer-borne
risk to performance-
linked commitments

@
o

Fleet Management
Solutions

A 10-20%
productivity

From owning more to
optimizing what you
have

The win-win:

!

Equipment-
as-a-Service

CAPEX —
variable OPEX

From big-ticket
purchases to pay-for-
utilization

Customer: Leaner, lower-risk operations

OEMs: New, higher-margin recurring revenue

Sources: McKinsey Report, Oil & Gas Journal, Tata Elxsi, Aranca Analysis
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Systems

V 65-75%
safety incidents
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Is service becoming a meaningful growth lever for OEMs?

Service revenue is gaining momentum across leading OEMSs, reinforcing the shift toward recurring income
streams

Service Revenue Trend (2020-2025), In Mn USD Bl 2020 [ 2021 2022 [l 2023 [ 2024 2025
CAGR
12,811 Sanavik’s aftermarket share of

Group revenue increased from
31% in 2019 to 40% in 2025,
reflecting a growing contribution
from aftermarket activities
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. ) Note: Service revenue reflects company-reported figures or proxies Note: FLSmidth’s 2025 revenue reflects its mining business only following the divestment of
Sources: Company Annual Reports, Aranca Analysis where not separately disclosed; definitions may vary across OEMs its cement business; therefore, 2020 mining revenue is used for a like-for-like comparison
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Does service growth translate into better economics?

Service revenues are growing faster than equipment-related revenues for most OEMs, with an increasing
service mix potentially contributing to improved profitability

Revenue Growth: Service vs Other Businesses (2020 vs 2025) B service Revenue CAGR Il Other Revenue CAGR

Companies Service Revenue vs Other Revenue Share of Revenue Company Gross Margin Expansion
( CAGR 2020-2025) (2025) Margin (2025) (in PP, 2025 vs 2020)

I— 23%
%% SANDVIK % . 23% 40% 41% +3

Aitlas Copeo -3/ 38% 43% 2 1
AR ingeroins - 4% 36% 44% 3 1

: I s
CINH o0 I o 15% 3% 5 4
10% [ )
@ F 13% 14% +3
JOHNDEERE 5% L t J
Sources: Company Annual Reports, Aranca Analysis Note: FLSmidth excluded from the peer margin comparison due to significant portfolio restructuring

and the 2025 Cement divestment, which limits like-for-like comparability of margins across the period
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Where do OEMs stand in the servitization journey?

OEMs with a higher share of service revenues and sustained growth momentum are strengthening their
position as leaders in the shift towards recurring revenue models

Positioning Matrix: Service Share vs. Growth ( \ Sanavik’s service-related revenue grew at a 23% CAGR from 2020 to 2025,
=* however, the company’s placement has been adjusted for representation purpose

‘ Bubble size represents the service revenue of the company in 2025

High 759 .
; Strategic Shifters
Established Leaders @ Epiroc ‘ : ESmm'ru g

)
a
X

Strategic

Shifters have
potential for
transition

Share of Service Revenue
in Total Revenue (2025)

0%

Low
0% 1% 2% 3% 4% 5% 6% 7% 8% 9% 10% 11% 12% 13% 14% 15% 16%
Low Service Revenue Growth High
Sources: Company Websites and Annual Reports, Aranca Analysis (CA GR: 2020-2025)
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How are leading OEMs monetizing their installed base?

Leading OEMs are expanding beyond traditional maintenance into lifecycle contracts, subscriptions, predictive

maintenance, remote monitoring and equipment-as-a-service

Industry Examples of how the OEM earns revenue

KOMATSU KOMATSU
Multi-year maintenance and performance support, typically priced = m AR ngesot s

upfront or annually. i, ¥

Examples -

» Komatsu — Life Cycle Management (LCM): Customized cost-
per-hour / cost-per-ton contracts Subscription

= Atlas Copco’'s Total Responsibility Plan: Covers maintenance, el

upgrades, repairs, and drive line overhauls

SERVICE

Remote MODELS

Monitoring /
Telematics

Predictive
Maintenance

Connected asset monitoring providing health data, dashboards,
alerts and diagnostics

Examples —

= Ingersoll Rand (i-Alert): Telematics platform for connected asset .
health tracking Equipment-as-

= Komatsu (Komtrax): Wireless system for remotely tracking, a-Service

managing and diagnosing

KOMATSU
Qm Ingersoll Rand.

%% SANDVIK

ESmm'rH

AtlasCopco

%% SANDVIK

Customers pay for utilization, output or uptime rather than equipment ownership
Examples —
= Atlas Copco (in compressors): Customers can pay per cubic meter of compressed air

Scheduled wear parts and service delivered for a recurring monthly
or annual fee

Examples -
= Komatsu (PM Kits): Pre-packaged genuine parts kits

= Ingersoll Rand PlannedCare™: Subscription parts and service
plans

Al-enabled diagnostics identify failure risks before downtime occurs
Example —

= Sandvik (Remote Monitoring Service): Al-enabled system for
detecting equipment abnormalities

= FLSmidth (Asset Health Services): Al-enabled service for
monitoring equipment health, detecting abnormalities and
predicting failure

= Sandvik (Performance-Based Contracts): Service contracts where customers pay based on drilling output

Sources: Company Websites, Aranca Analysis
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What should OEM leadership teams be asking next?

Service growth is proven. The next contest is over who captures its value

Key questions OEM leadership teams will need to answer as service moves to the center of the business model

WHERE THE VALUE SITS

HOW IT IS EARNED

WHO CAPTURES IT

01

How much of our installed fleet’s service
spend do we actually capture?

02

As fleets electrify and automate, which
profit pools shrink, and what replaces
them?

03

Will the next wave of service value come
from parts, software subscriptions or
managing customers’ fleets?

04

Which of our services build margin, and
which only add revenue?

05

Are we pricing parts and service to the
value we deliver, or still to cost-plus
price lists?

06

How do we turn one-off repair sales into
multi-year contracts that customers
renew?

07

Should we acquire dealers, rebuilders or
independent servicers to own more of
the service value chain?

08

Where are will-fit parts and independent
servicers taking our share, and how do
we win it back?

09

Should we service competitors’
machines to grow beyond our own
installed base?

The OEMs that answer these first will set the terms of the aftermarket for the next decade
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