RAPALA
VMG

GORP.

RRRRRRRRRRRRRRRRRRRRR
22222222222






HALF YEAR FINANCIAL REPORT
July 16, 2020
at 5:00 p.m.

manufacturing operations, which will be gradually ramped down in the next six months. Overall, we are
very confident in our strategy and its execution in order to make our product range even more innovative
to win long term with the consumers of tomorrow.”

Key figures

H1 H1 Change FY
MEUR 2020 2019 % 2019

Operating profit -0.8 11.4 -107% 13.4

Comparable operating profit * 4.2 12.0 -65% 17.8

Cash flow from operations 13.4 11.5 +17% 25.9

EPS, EUR -0.12 0.17 -171% 0.10

* Excluding mark-to-market valuations of operative currency derivatives and other items affecting comparability.
Other items affecting comparability include material restructuring costs, impairments, gains and losses on
business combinations and disposals, insurance compensations and other non-operational items.

Rapala Group presents alternative performance measures to reflect the underlying business performance and to
enhance comparability between financial periods. Alternative performance measures should not be considered in
isolation as a substitute for measures of performance in accordance with IFRS. Definitions and reconciliation of
key figures are presented in the financial section of the release.

Market Environment

During the first half of the year, trading conditions were significantly impacted by the COVID-19
pandemic. The pandemic started to deteriorate trading conditions in Asia to some extent in February and
during the spring Europe and North America were significantly impacted. Furthermore, unexceptionally
mild winter weathers in Nordics and North America impacted negatively winter sports and ice fishing
businesses. The Group’s sales began to recover during the end of May and in June sales were already
ahead of previous year in most of the Group’s main markets.

Business Review January-June 2020

The Group’s net sales for the first half were 17% below last year mainly driven by the direct and indirect
impacts of the COVID-19 pandemic. Changes in translation exchange rates did not have a material impact
on the sales and with comparable translation exchange rates, net sales were organically also down by 17%

from the comparison period.
North America

Sales in North America were 17% down from the comparison period with reported translation exchange
rates and 19% with comparable translation exchange rates due to the depreciation of the US and
Canadian dollars compared to the first half of 2019.

The sales decrease was mostly driven by the COVID-19 pandemic and consequential governmental
lockdowns that affected the Group’s distribution centres in North America. However, sales began to
recover again in May after the lockdown period. Despite the temporary closure of the distribution centre
in the USA, e-commerce sales in North America grew strongly.
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Nordic

Sales in the Nordic market decreased from the comparison period by 28%. With comparable translation
exchange rates sales were down by 27% from the first half of 2019.

The Group’s distribution units were operating throughout the first half of the year, but COVID-19
pandemic had a negative impact on retail and customer demand. In addition, poor winter conditions as
well as changes in certain Third Party distribution agreements reduced sales in the Nordic market.
However, the beginning of the summer fishing season was strong and consequently Group Fishing sales
ended up being higher than in the first half of 2019.

Rest of Europe

With reported translation exchange rates, the sales in Rest of Europe were 9% below the comparison
period. With comparable translation exchange rates, sales were also down by 9% compared to the first
half of 2019.

Governmental lockdown measures had a significant impact on retail shops in the region, which
consequently had a negative impact on the Group’s sales. The governmental restrictions were
particularly heavy in some of the region’s biggest markets in France, Russia and Spain. Furthermore, the
upcoming changes in Third Party rod and reel distribution decreased sales from the comparison period.

Rest of the World

Sales in Rest of the World decreased from the comparison period by 18% with reported currencies and
by 13% using comparable translation exchange rates.

COVID-19 pandemic started to impact sales already in February in the East Asian markets. Following the
governmental business closures and other lockdown measures, the impacts gradually spread to other
parts of the Rest of the World market area during the spring. Sales slowly began to recover in May and
in June sales exceeded the level of June 2019. Despite the recovery, some of the markets in the region
are still heavily impacted by the pandemic.

External net sales by area

H1 H1 Change Comparable FY
MEUR 2020 2019 % change % 2019

Nordic 22.3 30.9 -28% -27% 56.6

Rest of the World 12.8 15.7 -18% -13% 33.3

Financial Results and Profitability

Comparable (excluding mark-to-market valuations of operative currency derivatives and other items
affecting comparability) operating profit decreased by 7.8 MEUR from the comparison period. The
change in translation exchange rates did not have a material impact on operating profit. Reported
operating profit decreased by 12.2 MEUR from the previous year and the items affecting comparability
had a negative impact of 5.0 MEUR (0.8) on reported operating profit.
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Comparable operating profit margin was 3.6% (8.5) for the first half. The decreased profitability
compared to the first half of 2019 was mainly driven by lower sales, which were heavily impacted by the
COVID-19 pandemic. Furthermore, exceptionally mild winter conditions had a negative impact on sales
and profitability. However, the Group did react quickly to the pandemic by implementing a forceful
COVID-19 mitigation plan to protect its financial position. As a result of the successful implementation
of the mitigation plan, operating expenses decreased from the comparison period.

Reported operating profit margin was -0.7% (8.1) for the first half. Reported operating profit included
impact of mark-to-market valuation of operative currency derivatives of -0.14 MEUR (-0.3). Net expenses
of other items affecting comparability included in the reported operating profit were 4.9 MEUR (0.2).
Other items affecting comparability consisted mainly of expenses related to the ramp down of Asian lure
manufacturing operations.

Total financial (net) expenses were 1.9 MEUR (1.3) for the first half of the year. Net interest and other
financing expenses were 1.6 MEUR (1.2) and (net) foreign exchange expenses were 0.3 MEUR (0.1).

Net profit for the first half decreased by 11.2 MEUR and was -3.8 MEUR (7.4) and earnings per share
were -0.12 EUR (0.17). The share of non-controlling interest in net profit was at the same level
compared to previous year and totalled 0.4 MEUR (0.4).

Key figures

H1 H1 Change FY
MEUR 2020 2019 % 2019

Operating profit -0.8 11.4 -107% 13.4

Net profit -3.8 7.4 -151% 4.1
* Excluding mark-to-market valuations of operative currency derivatives and other items affecting
comparability. Other items affecting comparability include material restructuring costs, impairments, gains and
losses on business combinations and disposals, insurance compensations and other non-operational items.

Bridge calculation of comparable operating profit

H1 H1  Change FY
MEUR 2020 2019 % 2019

Mark-to-market valuations of operative currency derivatives 0.1 0.3 0.4
Other items affecting comparability 4.9 0.2 4.0

More detailed bridge of comparable operating profit and definitions and reconciliation of key figures are
presented in the financial section of the release.

Segment Review
Group Products

With comparable translation exchange rates, Group Products sales decreased by 16.9 MEUR from the
comparison period. Although the summer fishing season began strongly in many of the Group’s key
markets, the overall impact of the COVID-19 pandemic pulled Group Products sales below the first half of
2019. Followed by the lower sales, the comparable operating profit for Group Products was also below
the comparison period.
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Third Party Products

With comparable translation exchange rates, Third Party Products sales were 7.2 MEUR below the
comparison period. COVID-19 pandemic impacted Third Party Products sales negatively. In addition,
certain changes in Third Party distribution agreements decreased sales in the Nordic market and the
upcoming changes in third party rod and reel distribution more broadly in the Group. Followed by the
decreased sales, the comparable operating profit for Third Party Products was below the comparison
period.

Net sales by segment

H1 H1 Change Comparable FY
MEUR 2020 2019 % change % 2019

Third Party Products 38.8 46.0 -16% -14% 90.2

Comparable operating profit by segment

H1 H1 Change FY
MEUR 2020 2019 % 2019
Group Products 4.3 11.7 -63% 19.5
Third Party Products -0.1 0.2 -150% -1.6
I[tems affecting comparability -5.0 -0.6 -4.4

Financial Position

As a result of a successful implementation of the COVID-19 mitigation plan, cash flow from operations
increased by 1.9 MEUR from the comparison period being 13.4 MEUR (11.5). Key driver for the improved
cash flow from operations was the favorable development of working capital. The impact of net change of
working capital to cash flow from operations increased 6.2 MEUR from previous year and was 5.9 MEUR
(-0.3).

End of June 2020 inventory was 83.5 MEUR (108.8). The impact of change in allowance on inventory and
changes in translation exchange rates on inventory was neutral. The improvement of the inventory value
resulted from tight inventory and purchase control, which was a crucial part of the COVID-19 mitigation
plan.

The Group’s COVID-19 response and mitigation plan on supply chain management was overall successful.
The direct impacts of the pandemic to the Group’s sourcing and own factories were limited. As a result
of decreased demand, finished goods purchases decreased in the first six months of the year compared
to last year and factory capacities were reduced via temporary layoffs and furloughs.

Net cash used in investing activities decreased from the level of the comparison period amounting to 1.6
MEUR (2.8). Capital expenditure was 2.0 MEUR (3.5) and disposals 0.4 MEUR (0.7). Disposals were
related to sales of some manufacturing equipment.
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