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Industry turbulence

Main end-markets are USA and China
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Industry turbulence

Diamond industry only worsened its performance over the past 10 years

Top 3 miners

Macro trends 2019 vs 2010 .
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Value chain m Average price per carat, % change
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Source: Team Estimates, Edahn Golan 6



Industry turbulence

Cutting & Jewelry
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Industry turbulence

/\ Problems occur on different stages of the value chain

Cutting & Jewelry
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. Industry turbulence

- c .
\/\ Long-term decay in consumer interest
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Macro trends ’
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Industry turbulence

One 10 carat diamond is superior than ten 1 carat diamonds
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Industry turbulence
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Industry turbulence
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Industry turbulence
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Financial analysis

\ﬂ Proved and probable (2P) reserves will be depleted by 2045
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Source: Team Estimates, Alrosa 17



Financial analysis

\/\ Decreasing revenue is inevitable

Reserves and
production ‘ --Revenue, b US$
'S
Revenue ‘ 4 o
\ | 2017A 2018A 2019E 2020E 2021E 2022E 2023E 2024E

What also prevents ALROSA's growth?

—

Costs ‘ @ No M&A targets in upstream

Working
capital ‘

@ The absence of strong brand for downstream

@ Low margins and troublesome conditions in midstream

Source: Team Estimates, Alrosa, Bloomberg 18



Financial analysis

\A/ For the diamond industry unit cost is not a relevant measure
Reserves and m Unit Cost (2018), US$/ct m EBITDA margin (2018), %
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Financial analysis

The highest days in inventory and the lowest days in accounts payable
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Working
capital

Capex and
dividends

4
4

Capex

-

Financial analysis
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Valuation
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Source: Team Estimates 23



Valuation

\/\ DCF for developed assets valuation

. o
Target price ’ WACC 8.7%
Cost of Equity 9.52% Cost of Debt 4.08%
U S$ 1 . 1 4 Risk-free rate 1.92% Pre-tax Cost of Debt 5.10%
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Valuation

Real Options Value approach for Mir mine reconstruction project

. Before accident Mir mine accounted for 9% of total ALROSA production
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R Valuation —

\A/v\ Trading multiples approach
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Risk matrix
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Upside risks
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Source: Team Estimates 28



Upside risks

Price volatility is the biggest threat

Risk matrix ’
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Upside risks

2P reserves reassessment affects only distant cash flows

Risk matrix ’

Model based on
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Upside risks

\A/v\ Latent lack of independency

Risk matrix
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Source: Team Estimates, Alrosa 31



Upside risks

\A/v\ Latent lack of independency
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Upside risks

\A/v\ Latent lack of independency
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R Upside risks —

\A/v\ Privatization risk
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