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Swedavia

Solid topline growth but declining passenger
volume in Q4

¢ Net sales increased with +2.2% yly
* Negative passenger volume growth in the quarter

e Heavy investment phase expected to continue in 2019

Net sales increased with +2.2% yly

Swedavia reported net sales of SEK 1,498m (1,466m) in Q4-18, an
increase of +2.2% y/y driven by the aviation business and commercial
services. Operating profit in the seasonally weak fourth quarter amounted
to SEK 16m (-123m), resulting in an operating margin of 1.1%. The result
was positively affected by external costs decreasing SEK 35m y/y, mostly
explained by a cost-cutting initiative implemented during Q1-18. For the
full year, operating profit was up +4.8 y/y to SEK 682m. Funds from
operations (FFO) amounted to SEK 266m in Q4-18 and SEK 1,496m on a
full year basis. Looking at FFO/net debt, this metric continued to decrease
due to the increased indebtedness to 17.7% (still at a strong level).

Negative passenger volume growth in the quarter

For eight straight years, Swedavia has experienced increasing passenger
volumes but this trend changed in Q4-18 where passenger volumes
declined with -1.5%. Passenger volume in the domestic market fell with -
4.8% while international passengers increased with +0.3% in the quarter.
This was a slowdown in terms of percentage growth compared to
previous quarters (+1.2% 3Q, +2.0% 2Q and +5.4% 1Q), implying that
the increase in international passengers could no longer compensate the
decline in domestic volumes. On a full year basis, domestic passenger
volume fell with -3.4% while international passengers increased with
+2.1%. There are several reasons for this development, but the two most
present reasons are the Swedish aviation tax and the climate debate.
Swedavia has taken measures to meet the changed market conditions
and announced in January to lay off 125 employees which will be
implemented by the end of June 2019. We expect the current passenger
trend to continue in 2019 but also note that passenger growth in 2017
was extremely strong at +6.1%, making comparison figures high.

Heavy investment phase expected to continue in 2019

The year was intensive in terms of capex which amounted to SEK 3.2bn,
somewhat lower than SEK 3.9bn in 2017 but significantly up from SEK
2.1bn in 2016. Going forward we expect capex to be around SEK 4.0bn
per year as the company continues to invest in capacity improvements.
As a result of the high investment phase net liabilities increased to SEK
9.2bn (7.3bn), an increase of SEK 1.9bn, increasing net debt/EBITDA to
4.6x (3.8x) and debt-to-equity to 1.1x (1.0x). The company’s financial
target includes debt-to-equity in the range of 1.0x-1.5x.

We expect the heavy investment phase to continue to weaken credit
metrics going forward. Additionally, we believe that the negative
passenger trend will continue but that the announced increase in airport
charges (+12.6%) will compensate for the decline in passenger volumes.
Looking at Swedavia’'s SEK bonds we argue that the bonds are priced at
fair levels compared to peers. We reiterate Marketweight.
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Marketweight

Credit Strengths

e Strong ownership structure
(government controlled
through Sweden Aaa/AAA)

e  Solid competitive position
being the owner of basically all
major airports in Sweden

e Predictable regulatory regime
in the region

Credit Weaknesses

e Increasing leverage due to
high capital expenditure

e Significant customer
concentration through
exposure on SAS

e Political risk related to
environmental concerns
surrounding the airline industry
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Quarterly Results

Income Statements (SEKm) 2017Q1 2017Q2 2017Q3 2017Q4 2018Q1 2018Q2 2018Q3 2018Q4 Q/Q YIY
Net sales 1347 1480 1452 1466 1403 1511 1511 1498 -0,9% 2,2%
EBITDA 338 527 577 261 295 536 587 368  -37,3% 41,0%
EBITDA margin 25,1% 35,6% 39,7% 17,8% 21,0% 35,5% 38,8% 24,6% -36,8% 38,0%
EBIT 117 303 355 -123,0 58,0 274 335 16,0  -952% +chg
EBIT margin 8,7% 20,5% 24,4% -8,4% 4,1% 18,1% 22,2% 1,1% -95,2% +chg
Cash Earnings in Operations/Net Sales 16,6% 29,1% 33,3% 13,2% 13,3% 35,0% 34,1% 17,8% -47,9% 34,9%
Free Cash Flow/Net Sales -316% -257% -402%  -635% -354% -314% -27,7% -28,7% -chg +chg
Cash Flow Post Dividends/Net Sales -30,7%  -353% -398%  -630% -354% -395% -27,7% -28,7% -chg +chg
LTM Net sales 5594 5649 5691 5745 5801 5832 5891 5923 0,5% 3,1%
LTM EBITDA 1912 1802 1802 1703 1660 1669 1679 1786 6,4% 4,9%
LTM EBITDA margin 34,2% 31,9% 31,7% 29,6% 28,6% 28,6% 28,5% 30,2% 5,8% 1,7%
LTM EBIT 959 855 862 652 593 564 544 683 25,6% 4,8%
LTM EBIT margin 17,1% 15,1% 15,1% 11,3% 10,2% 9,7% 9,2% 11,5% 24,9% 1,6%
Shareholder's equity 7439 7517 7818 7 665 7715 7 859 8113 8 066 -0,6% 5,2%
Total Liabilities 6101 6 967 7 165 8433 8825 9415 9 451 10 224 8,2% 21,2%
Total Interest Bearing Debt 4695 5279 5636 6618 7175 7832 8013 8440 5,3% 27,5%
Equity/(Equity+Liabilities) 49,5% 47,0% 47,4% 43,6% 42,8% 41,9% 42,6% 40,9% -4,0% -6,2%
Equity/(Equity+Total Interest Bearing Debt) 61,3% 58,7% 58,1% 53,7% 51,8% 50,1% 50,3% 48,9% -2,9% -8,9%
Last 12m Credit ratios 2017Q1 2017Q2 2017Q3 2017Q4 2018Q1 2018Q2 2018Q3 2018Q4 Q/Q YIY
LTM EBITDA/LTM Interest (x) 13,9 13,1 14,5 14,4 15,1 18,3 17,0 18,6 9,7% 28,9%
FFO/Total Interest Bearing Debt 28,8% 26,3% 25,4% 18,4% 16,6% 16,6% 16,6% 16,6% 0,2% -9,5%
FFO/Net Debt 30,1% 27,7% 25,5% 18,5% 16,8% 17,0% 16,6% 16,7% 02% -10,2%
FOCF/Total Interest Bearing Debt -186%  -233%  -30,7%  -347%  -33,0% -31,0% -28,0% -18,9% +chg +chg
FOCF/Net Debt -194%  -245%  -309%  -350% -336% -318% -280% -18,9% +chg +chg
Total Interest Bearing Debt / LTM EBITDA (x) 2,5 2,9 3,1 3,9 4,3 4,7 4,8 47 -1,0% 21,6%
Net Debt / LTM EBITDA (x) 2,3 2,8 3,1 3,9 4,2 4,6 4,8 47 -1,0% 22,5%

Source: SNL, company data

February 18, 2019 Please see important disclosures at the end of this document Page 3 of 7



Credit Research - 0BSwedavia Swedbank

Financial statements and analysis

P&L (SEKm) 2014 2015 2016 2017 2018
Net sales 5384 5416 5546 5745 5923
Other revenues 501 1059 284 36,0 274
Operating expenses -3 534 -3 805 -4 029 -4 223 -4 411
Selling expenses -2 009 -2121 -2 252 -2 270 -2 366
Administrative costs -1476 -1675 -1761 -1911 -2 029
Other operating costs -49,0 -9,0 -16,0 -42,0 -16,0
EBITDA 2 351 2670 1801 1558 1786
Depreciation of property, plant & equipment -946 -915 -961 -1 051 -1103
EBITA 1405 1755 840 507 683
Goodwill amortisation 0,0 0,0 0,0 0,0 0,0
EBIT 1405 1755 840 507 683
Write-downs 0,0 0,0 0,0 0,0 0,0
Capital gains 0,0 0,0 0,0 0,0 0,0
Restructuring charges and provisions 0,0 0,0 0,0 0,0 0,0
Other non-recurring items 0,0 0,0 0,0 0,0 0,0
Operating profit 1405 1755 840 507 683
Income from associated companies 0,0 22,0 42,0 36,0 52,0
Net interest -242 -230 -140 -114 -92,0
Interest Income 6,0 4,0 5,0 4,0 4,0
Interest expenses -248 -234 -145 -118 -96,0
Interest on convertible bonds. 0,0 0,0 0,0 0,0 0,0
Other financial items 0,0 0,0 0,0 0,0 0,0
Foreign exchange items 0,0 0,0 0,0 0,0 0,0
Dividends 0,0 0,0 0,0 0,0 0,0
Other financial items 0,0 0,0 0,0 0,0 0,0
Reported pre-tax profit 1163 1547 742 429 643
Recurring pre-tax profit 1163 1547 742 429 643
Total tax -236 -136 -152 -167 -126
Minority interests 0,0 0,0 0,0 0,0 0,0
Reported net profit 927 1411 590 262 517

Sources: Swedavia and Swedbank Research
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Balance Sheet (SEKm) 2014 2015 2016 2017 2018
Other intangible assets 621 615 632 618 777
Tangible assets 10 625 10 781 11897 14 741 16 257
Other fixed financial assets 108 988 1091 1089 1192
Fixed assets 11 354 12 384 13620 16 448 18 226
Inventories 42,0 45,0 43,0 44,0 47,0
Receivables 424 451 420 571 575
Cash and liquid assets 112 6,0 170 58,0 10,0
Non-trade receivables 3334 372 463 467 867
Current assets 3912 874 1096 1140 1499
Total Assets 15 265 13259 14716 17 587 19725
Shareholder's equity 5571 6 863 7 351 7 665 8 066
Minority interest 0,0 0,0 0,0 0,0 0,0
Convertible debt 0,0 0,0 0,0 0,0 0,0
Long-term interest bearing debt 3107 2412 3321 4 426 6 064
Other long-term liabilities 390 218 169 104 99,0
Total long-term liabilities 3497 2630 3490 4530 6 163
Deferred tax liability 363 447 447 496 488
Other provisions 983 945 1048 993 947
Total provisions 1346 1392 1495 1489 1435
Short-term interest bearing debt 3800 1315 1010 2192 2376
Accounts and notes payable 333 372 601 854 651
Other short-term liabilities 717 685 770 857 1034
Total short-term liabilities 4 850 2372 2381 3903 4061
Total Liabilities & Equity 15 265 13 259 14716 17 587 19725

Sources: Swedavia and Swedbank Research
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Cash flow (SEKm) 2014 2015 2016 2017 2018
Operating profit 1405 1755 840 507 683
Depreciation & amortisation 946 915 961 1051 1103
Other non-cash adjustments -229 -906 -54,0 53,0 -63,0
Net financial items -242 -230 -140 -114 -92,0
Paid taxes -115 -137 -124 -167 -135
Funds from operations (FFO) 1765 1397 1483 1330 1496
Change in working capital 1545 -560 213 -1478 201

Operating cash flow (CFO) 2109 1374 1645 1530 1359
Capex -754 -1 096 -2 071 -3 828 -2 956
Free cash flow (FOCF) 1168 256 -468 -2 320 -1821

Other investments/divestments 376 3039 221 -25,0 -168
Other net investments in fixed financial assets 563 -793 -12,0 -3,0 1,0
Free cash-flow after Div & Acq 1731 3317 -205 -2 323 -1765
Dividend paid -10,0 -231 -232 -117 -122
Change in short-term debt 1583 -2 485 -305 1182 184
Change in long-term debt -3 201 -695 909 1105 1638
Change in interest-bearing liabilities -1 662 -3185 593 2235 1825
Others 1,0 -8,0 9,0 -1,0 14,0
Net change in cash 60,0 -107 165 -206 -48,0

Sources: Swedavia and Swedbank Research

Ratios (SEKm) 2014 2015 2016 2017 2018
Net Debt/EBITDA 2,9 1,4 2,3 4,2 47
EBITDA/interest 9,5 11,4 12,4 13,2 18,6
Interest coverage 5,8 7,7 6,3 4.8 8,0
EBITDA-CAPEX 1597 1574 -270 -2 270 -1170
Equity/(Equity+Liabilities) 36,5% 51,8% 50,0% 43,6% 40,9%
Equity/(Equity+Total Interest Bearing Debt) 44,6% 64,8% 62,9% 53,7% 48,9%
Cash Earnings in Operations/Net Sales 32,8% 25,8% 26,7% 23,2% 25,3%
Free Cash Flow/Net Sales 21,7% 4,7% -8,4% -40,4% -30,7%
Cash Flow Post Dividends/Net Sales 21,5% 0,5% -12,6% -42,4% -32,8%

Sources: Swedavia and Swedbank Research
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Swedbank

Swedbank Large Corporates & Institutions, Credit Research's disclaimer

This material is a Marketing Communication and has not been prepared in accordance with the
legal requirements for investment research and may have been produced in conjunction with the
Swedbank AB (publ) (“Swedbank”) trading desks that trade as principal in the instruments
mentioned herein. This material is therefore not independent from the proprietary interests of
Swedbank, which may conflict with your interests. Opinions expressed may differ from the opinions
expressed by other business units of Swedbank. Note that part of the remuneration of the author(s)
may be directly tied to any transactions performed, or trading fees received, by any entity of
Swedbank Group.

This material includes references to securities and related derivatives that the firm’'s trading desk
may make market or provide liquidity in, and in which it is likely as principal to have a long or short
position at any time, including possibly a position that was accumulated on the basis of this
analysis material prior to its dissemination. Trading desks may also have or take positions
inconsistent with this material. This material may have been made available to other clients of
Swedbank before it has been made available to you and is not subject to any prohibition on dealing
ahead of its dissemination.

The opinions, commentaries, projections, forecasts, assumptions, estimates, derived valuations
and target price(s) or other statements contained in this communication are valid as at the indicated
date and/or time and are subject to change at any time without prior notice.

What our research is based on

Swedbank Large Corporates & Institutions Credit Research (LC&I Credit Research) department
bases the research on a variety of aspects and analysis. For example: A fundamental assessment
of a company's financial and business profile, current or expected market sentiment, internal or
external circumstances affecting the credit quality of the company and relative assessment of the
company compared to peers or other relevant companies.

Trading recommendations for fixed-income securities are mostly base on the credit spread (yield
difference between the security and the relevant government bond or swap rate). Based on the
type of investment recommendation or credit assessment, the time horizon can range from short-
term up to 12 months.

Recommendation structure

Swedbank LC&I Credit Research's recommendation structure consists of several levels: issuer,
sector and instrument. Depending of the level of recommendation, it could be in absolute or relative
terms.

Sector level

Strong Overweight/Overweight: the return by increasing exposure to this sector is expected to
exceed the return of the credit market in general.

Market weight: the return by having exposure to this sector is expected to be in line with the return
of the credit market in general.

Underweight/Strong Underweight: the return by having exposure to this sector is expected to be
lower than the return of the credit market in general.

Instrument level

Cash bonds:

Strong Overweight/Overweight: the return by holding this instrument is expected to exceed the
return of equivalent bonds, the sector or the credit market in general.

Market weight: the return by holding this instrument is expected to be in line with the return of
equivalent bonds, the sector or the credit market in general.

Underweight/Strong Underweight: the return by holding this instrument is expected to be lower
than the return of equivalent bonds, the sector or the credit market in general.

Credit Default Swaps:

Buy protection: we expect the CDS-spread to widen more than the spread for peers' CDSs, the
sector in general or an aggregated index.

Neutral: we expect the CDS-spread to develop in line with the spread for peers' CDSs, the sector
in general or an aggregated index.

Sell protection: we expect the CDS-spread to tighten more than the spread for peers' CDSs, the
sector in general or an aggregated index.

External ratings

All credit rating referred to in this material are public credit ratings, provided by registered Credit
Rating Agencies.

Previous recommendations

For Swedbank’s previous recommendations please follow the link:
https://research.swedbank.se/files/RecoTrackList/CreditRecoTrackList.pdf

Analyst's certification

The analyst(s) responsible for the content of this report hereby confirm that notwithstanding the
existence of any such potential conflicts of interest referred to herein, the views expressed in this
report accurately reflect their personal views about the companies and securities covered. The
analyst(s) further confirm not to have been, nor are or will be, receiving direct or indirect
compensation in exchange for expressing any of the views or the specific recommendation
contained in the report.

Issuer, distribution & recipients

This report by Swedbank LC&I Credit Research is issued by the Swedbank Large Corporates &
Institutions business area within Swedbank AB (publ) ("Swedbank").

Swedbank is under the supervision of the Swedish Financial Supervisory Authority
(Finansinspektionen) and other financial supervisory bodies where Swedbank and LC&I have
branches.

Swedbank is a public limited liability company and a member of the stock exchanges in Stockholm,
Helsinki, Oslo and Reykjavik, as well as a member of EUREX.

This report is distributed by Swedbank's branches. In no instance is this report altered by the
distributor before distribution.

In Estonia this report is distributed by Swedbank AS, which is under the supervision of the Estonian
Financial Supervisory Authority (Finantsinspektsioon).

In Lithuania this report is distributed by "Swedbank" AB, which is under the supervision of the
Securities Commission of the Republic of Lithuania (Lietuvos Respublikos vertybiniy popieriy
komisija).

In Latvia this report is distributed by Swedbank AS, which is under the supervision of The Financial
and Capital Market Commission (Finan$u un kapitala tirgus komisija).

In the United Kingdom this communication is for distribution only to and directed only at “relevant
persons”. This communication must not be acted on — or relied on — by persons who are not
“relevant persons”. Any investment or investment activity to which this document relates is
available only to “relevant persons” and will be engaged in only with “relevant persons”.

By “relevant persons” we mean persons who:

. Have professional experience in matters relating to investments falling within Article 19(5)
of the Financial Promotions Order.

= Are persons falling within Article 49(2)(a) to (d) of the Financial Promotion Order (“high net
worth companies, unincorporated associations etc”).

. Are persons to whom an invitation or inducement to engage in investment activity (within
the meaning of section 21 of the Financial Services and Markets Act 2000) — in
connection with the issue or sale of any securities — may otherwise lawfully be
communicated or caused to be communicated.

This document is being distributed in the United States by Swedbank AB (publ) and in certain

instances by Swedbank Securities U.S. LLC (“Swedbank LLC"), a U.S registered broker dealer only
to major U.S. institutional investors, as defined under Rule 15a-6 promulgated under the US
Securities Exchange Act of 1934, as amended, and as interpreted by the staff of the US Securities
and Exchange Commission. This investment research is not intended for use by any person or
entity that is not a major U.S institutional investor. If you have received a copy of this research and
are not a major U.S institutional investor, you are instructed not to read, rely on or reproduce the
contents hereof, and to destroy this research or return it to Swedbank AB (publ) or to Swedbank
LLC. Analyst(s) preparing this report are employees of Swedbank AB (publ) who are resident
outside the United States and are not associated persons or employees of any US registered
broker-dealer. Therefore the analyst(s) are not subject to Rule 2711 of the Financial Industry
Regulatory Authority (FINRA) or to Regulation AC adopted by the U.S Securities and Exchange
Commission (SEC) which among other things, restrict communications with a subject company,
public appearances and personal trading in securities by a research analyst.

Any major U.S Institutional investor receiving the report, who wishes to obtain further information or
wishing to effect transactions in any securities referred to herein, should do so by contacting a
representative of Swedbank LLC. Swedbank LLC is a U.S. broker-dealer registered with the
Securities and Exchange Commission and a member of Financial Industry Regulatory Authority
and the Securities Investor Protection Corporation. Its address is One Penn Plaza, 15th FI., New
York, NY 10119 and its telephone number is 212-906-0820. For important U.S. disclosures, please
reference:http://www.swedbanksecuritiesus.com/disclaimer/index.htm

Limitation of liability

This information has been prepared for information only. Views expressed herein are not intended
to be, and should not be viewed as advice or as a personal recommendation. Other than as
indicated, this document has been prepared on the basis of publicly available information believed
to be reliable. However, no representation or warranty, expressed or implied, is made by Swedbank
with respect to the completeness or accuracy of its contents, and it is not to be relied upon as
authoritative and should not be taken in substitution for the exercise of reasoned, independent
judgment by you.

Be aware that investments in capital markets - such as in this document - carry economic risks and
that statements regarding future assessments are comprehended with uncertainty. You are
responsible for such risks alone and we recommend that you supplement your decision-making
with that material which is assessed to be necessary, including (but not limited to) knowledge of the
financial instruments in question and the prevailing requirements as regards trading in financial
instruments.

Opinions contained in the report represent the analyst's present opinion only and may be subject to
change. In the event that the analyst's opinion should change or a new analyst with a different
opinion becomes responsible for our coverage of the company, we shall endeavor (but do not
undertake) to disseminate any such change, within the constraints of any regulations, applicable
laws, internal procedures within Swedbank, or other circumstances.

If you are in doubt as to the meaning of the recommendation structure used by Swedbank in its
research, please refer to "Recommendation structure".

This research report is produced for general distribution to eligible recipients and Swedbank is not
advising nor soliciting any action based upon it. If you are not a client of ours, you are not entitled to
this research report. This report is not, and should not be construed as, an offer to sell or as a
solicitation of an offer to buy any securities.

To the extent permitted by applicable law, no liability whatsoever is accepted by Swedbank for any
direct or consequential loss arising from the use of this report.

Conflicts of interest

The views in this communication may not be objective or independent of the interests of the
authors or other Swedbank corporate and institutional banking desks, who may be active
participants in the markets, investments or strategies referred to in this material. Swedbank and its
respective affiliates, connected companies, employees or clients may have an interest in financial
instruments of the type described in this document and/or related financial instruments. Such
interests may include dealing in, trading, holding or acting as market-makers or liquidity providers in
such instruments and may include providing banking, credit and other financial services to any
company or issuers of securities or financial instruments referred herein. Accordingly, information
included in or excluded from this material is not independent from the proprietary interests of
Swedbank, which may conflict with your interests.

Company-specific disclosures & potential conflicts of interest

In view of Swedbank's position in its markets, you should assume that Swedbank may currently (or
may in the coming three months and beyond) be providing or seeking to provide confidential
investment banking services to the companies referred to in this report.

You should note that it may happen that Swedbank, its directors, its employees or its subsidiary
companies at various times have had, or have sought, positions; advisory assignments in
connection with corporate finance transactions; investment or merchant banking assignments
and/or lending as regards companies and/or financial instruments covered by this report.

It may also occur that Swedbank LC&l may act as a sponsor in trading with financial instruments
covered by this report.

Market-making obligations and other significant financial interests

Swedbank has no market-making obligations in Swedavia.

Investment banking activities

Swedbank has no ongoing or completed public investment banking transactions with Swedavia. In view
of Swedbank’s position in its markets, readers should however assume that the bank may currently (or
may in the coming three months and beyond) be providing or seeking to provide confidential investment
banking services to the company/companies referred to in this report.

Major shareholdings in the Company

Swedbank has no shareholdings exceeding 1 per cent of the total issued capital in Swedavia.
Swedbank doesn’'t own a net short or long positions exceeding 0.5 per cent of the total issued share
capital in Swedavia.

Major shareholdings in Swedbank held by the Company
No shareholdings exceeding 5 per cent of the total issued capital of Swedbank are held by Swedavia.

Planned updates

An investment recommendation for a company that Swedbank LC&| monitor is normally updated
when the company has published an interim report. An update is normally made on the day after
publication. In certain cases, a recommendation may be updated in the days leading up to the said
report. When required, for example if the company has some extraordinary items of news, an
investment recommendation may also be updated during the period between the reporting dates.
Reproduction & dissemination

This material may not be reproduced without

permission from Swedbank LC&l. This report may not be disseminated to physical or legal persons
who are citizens of, or have domicile in, a country in which dissemination is not permitted according
to applicable legislation or other decisions.

Reproduced by Swedbank Large Corporates & Institutions, Stockholm 2019.

Address

Swedbank LC&I, Swedbank AB (publ), SE-105 34 Stockholm.

Visiting address: Malmskillnadsgatan 23, 111 57 Stockholm.
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