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e 2016 to bring all-time passenger record
e Marketweight SEK bonds

EBIT unaffected by the strong growth in passenger volume
Passenger growth amounted to 4.4% y/y at Swedavia’s airports in third
quarter, totaling 10.8m passengers (10.4m). Especially large volume
increases were to Germany and Spain, while Turkey and France saw no
increase. Demand for flights was overall very strong as airlines continue
to invest in the Swedish market. In addition, a number of airlines decided
to introduce or expand destinations. Net revenue increased by 3.4% yly,
amounting to SEK 1,410m (SEK 1,364m). Operating profit, which was
SEK 347m, remained completely flat y/y. Airport Operations’ operating
profit decreased somewhat y/y to SEK 307m (SEK 313m), whereas Real
Estate’s operating profit increased y/y to SEK 39m (SEK 35m) amid
higher revenues.

Cash flow for the third quarter was SEK 81m (SEK -2,972m); last year’s
Q3 cash flow was impacted negatively by the large volume of loan
repayments. LTM FFO/debt remained intact with the previous quarter’s
figure (34% vs 35% in Q2), whereas LTM FOCF/debt reached negative
territory (5% in Q2 2016). At the end of the quarter, the group’s loan
liabilities consisted of corporate notes of SEK 3,048m and a commercial
paper of SEK 950m. Quarter-on-quarter, interest-bearing net debt was
unchanged and amounted to SEK 3.8bn. Consequently, net debt/LTM
EBITDA stayed the same g/q at 1.99x.

2016 to bring all-time passenger record

The continuous strong passenger volume growth is challenging
Swedavia’s airports infrastructure as check-in counters and baggage
handling facilities are seeing heavy load at times. To meet the passenger
growth, Swedavia is currently engaged with several major construction
projects (incl. Stockholm Arlanda, Géateborg Landvetter and Bromma
Stockholm airports), although they are still on the way and unable to meet
the current increase in passenger volume. On the upside, Swedavia’s
outlook is certainly looking bright on the back of the booming Swedish
economy, strong balance sheet and stable credit metrics.

Marketweight SEK bonds

A credit/spread neutral/neutral quarter in our view. Though sales
increased somewhat, operating result was flat and credit metrics
remained unchanged. Swedavia’s SEK bonds are priced at fair levels
compared with rating peers (Nordic government-related entities, or
GRIs/GREs, being the relevant peer group here), albeit a bit on the
expensive side. In the longer end Swedavia’s bonds trade marginally
below e.g. Sveaskog, but well in line with Jernhusen. In the shorter end
the pricing pattern is quite homogenous in this group and on balance we
remain marketweight SEK bonds.
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Credit Strengths

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

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

e Predictable regulatory regime in the
region

Credit Weaknesses

e  Soft macroeconomic environment
in Europe with uncertainties around
traffic levels

e  Significant customer concentration
through the exposure to SAS

e Political risks related to
environmental concerns
surrounding the airline industry
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Spread versus rating/sector (GRI/GRE) Nordic peers
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Quarterly Results

Income Statements (SEKm) 2014Q4 2015Q1 2015Q2 2015Q3 2015Q4 2016Q1 2016Q2 2016Q3 Q/IQ YIY
Net sales 1,364 1,299 1,436 1,364 1,317 1,299 1,425 1,410 -1.1% 3.4%
EBITDA 297 393 1,383 570 323 355 637 577 -9.4% 1.2%
EBITDA margin 21.8% 30.3% 96.3% 41.8% 24.5% 27.3% 44.7% 40.9% -8.5% -2.1%
EBIT 9.0 173 1,158 347 75.0 126 407 348 -14.5% 0.3%
EBIT margin 0.7% 13.3% 80.6% 25.4% 5.7% 9.7% 28.6% 24.7% -13.6% -3.0%
Cash Earnings in Operations/Net Sales 26.2% 22.1% 26.0% 33.5% 21.3% 16.9% 28.1% 32.0% 13.9% -4.5%
Free Cash Flow/Net Sales 11.1% 4.7% -0.2% 16.6% -2.3% 1.3% -1.6% -5.2% -chg -chg
Cash Flow Post Dividends/Net Sales 11.1% 4.7% -16.3% 16.6% -2.3% 1.3% -17.9% -5.2% +chg -chg
LTM Net sales 5,385 5,426 5,477 5,463 5,416 5,416 5,405 5,451 0.9% -0.2%
LTM EBITDA 2,352 2,287 2,742 2,643 2,669 2,631 1,885 1,892 04%  -28.4%
LTM EBITDA margin 43.7% 42.1% 50.1% 48.4% 49.3% 48.6% 34.9% 34.7% -0.5%  -28.3%
LTM EBIT 1,407 1,356 1,797 1,687 1,753 1,706 955 956 0.1% -43.3%
LTM EBIT margin 26.1% 25.0% 32.8% 30.9% 32.4% 31.5% 17.7% 17.5% -0.7% -43.2%
Shareholder's equity 5,571 5,596 6,491 6,723 6,863 6,932 7,015 7,243 3.3% 7.7%
Total Liabilities 8,347 8,176 8,233 5,005 5,002 4,979 5,282 5,389 2.0% 7.7%
Total Interest Bearing Debt 6,907 6,811 6,968 3,770 3,727 3,771 3,922 4,030 2.8% 6.9%
Equity/(Equity+Liabilities) 36.5% 37.0% 40.5% 51.4% 51.8% 52.1% 51.2% 51.4% 0.4% 0.0%
Equity/(Equity+Total Interest Bearing Debt) 44.6% 45.1% 48.2% 64.1% 64.8% 64.8% 64.1% 64.3% 0.2% 0.3%
Last 12m Credit ratios 2014Q4 2015Q1 2015Q2 2015Q3 2015Q4 2016Q1 2016Q2 2016Q3 QIQ YIY
LTM EBITDA/LTM Interest (x) 8.7 9.4 8.4 8.3 115 12.0 194 22.5 15.9% 171%
FFO/Total Interest Bearing Debt 4.4% 3.5% 3.1% 10.8% 8.3% 4.8% 9.3% 10.3% 10.7% -5.3%
FFO/Net Debt 4.5% 3.5% 5.4% 11.1% 8.3% 5.0% 9.7% 11.0% 12.9% -1.0%
FOCF/Total Interest Bearing Debt 2.4% 1.1% 0.1% 5.9% -0.7% 0.6% -0.5% -1.8% -chg -chg
FOCF/Net Debt 2.4% 1.1% 0.2% 6.0% -0.7% 0.6% -0.5% -1.9% -chg -chg
Total Interest Bearing Debt / LTM EBITDA (x) 2.9 3.0 25 14 14 14 2.1 21 2.4% 49.3%
Net Debt / LTM EBITDA (x) 2.9 2.9 1.4 1.4 1.4 1.4 2.0 2.0 0.3% 42.9%

Source: SNL, company data
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Financial statements and analysis

Swedbank @

P&L (SEKm) 2011 2012 2013 2014 2015
Net sales 4,693 4,965 5,233 5,384 5,416
Other revenues 0.0 0.0 0.0 501 1,059
Operating expenses -3,080 -3,284 -3,346 -3,534 -3,805
Selling expenses -1,821 -1,890 -1,976 -2,009 -2,121
Administrative costs -1,259 -1,394 -1,370 -1,476 -1,675
Other operating costs 0.0 0.0 0.0 -49.0 -9.0
EBITDA 1,613 1,681 1,887 2,351 2,670
Depreciation of property, plant & equipment -831 -850 -940 -946 -915
EBITA 782 831 947 1,405 1,755
Goodwill amortisation 0.0 0.0 0.0 0.0 0.0
EBIT 782 831 947 1,405 1,755
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 782 831 947 1,405 1,755
Income from associated companies 14.0 19.0 8.0 0.0 22.0
Net interest -239 -296 -268 -242 -230
Interest Income 8.0 3.0 4.0 6.0 4.0
Interest expenses -247 -299 -272 -248 -234
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 557 554 687 1,163 1,547
Recurring pre-tax profit 557 554 687 1,163 1,547
Total tax -118 -108 -185 -236 -136
Minority interests -9.0 -10.0 -10.0 0.0 0.0
Reported net profit 430 436 492 927 1,411
Sources: Swedavia and Swedbank Research
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Balance Sheet (SEKm) 2011 2012 2013 2014 2015
Other intangible assets 408 457 452 621 615
Tangible assets 10,449 13,040 14,525 10,625 10,781
Other fixed financial assets 272 211 147 108 988
Fixed assets 11,129 13,708 15,124 11,354 12,384
Inventories 36.0 38.0 46.0 42.0 45.0
Receivables 424 555 492 424 451
Cash and liquid assets 141 129 52.0 112 6.0
Non-trade receivables 415 358 420 3,334 372
Current assets 1,016 1,080 1,010 3,912 874
Total Assets 12,143 14,788 16,133 15,265 13,259
Shareholder's equity 3,992 4,290 4,904 5,571 6,863
Minority interest 9.0 10.0 11.0 0.0 0.0
Convertible debt 0.0 0.0 0.0 0.0 0.0
Long-term interest bearing debt 3,632 3,013 6,308 3,107 2,412
Other long-term liabilities 21.0 240 202 390 218
Total long-term liabilities 3,562 3,263 6,521 3,497 2,630
Deferred tax liability 346 242 332 363 447
Other provisions 939 917 882 983 945
Total provisions 1,285 1,159 1,214 1,346 1,392
Short-term interest bearing debt 2,298 4,661 2,217 3,800 1,315
Accounts and notes payable 368 606 490 333 372
Other short-term liabilities 637 808 786 717 685
Total short-term liabilities 3,303 6,075 3,493 4,850 2,372
Total Liabilities & Equity 12,143 14,788 16,133 15,265 13,259

Sources: Swedavia and Swedbank Research
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Cash flow (SEKm) 2011 2012 2013 2014 2015
Operating profit 782 831 947 1,405 1,755
Depreciation & amortisation 831 850 940 946 915
Other non-cash adjustments -111 -197 -76.0 -229 -906
Net financial items -239 -296 -268 -242 -230
Paid taxes 0.0 0.0 -45.0 -115 -137
Cash earnings in operations 1,263 1,188 1,498 1,765 1,397
Change in accounts receivable -37.0 131 -63.0 -68.0 27.0
Change in inventory 2.0 2.0 8.0 -4.0 3.0
Change in accounts payable 41.0 238 -116 -157 39.0
Change in other assets/liabilities -90.0 -2,261 2,407 1,322 -615
Change in working capital -314 -2,708 2,512 1,545 -560
Operating cash flow 1,270 1,493 1,339 2,109 1,374
Capex -1,042 -3,383 -2,333 -754 -1,096
Other investments (including leasing) -21.0 -38.0 -11.0 -187 -22.0
Free cash flow 207 -1,928 -1,005 1,168 256
Other investments/divestments -48.0 80.0 86.0 563 3,061
Other net investments in fixed financial assets -48.0 80.0 86.0 563 -793
Acquistions/divestments 0.0 0.0 0.0 0.0 3,854
Free cash-flow after Div & Acq 159 -1,848 -919 1,731 3,317
Dividend paid -6.0 -9.0 -9.0 -10.0 -231
Change in short-term debt 170 2,363 -2,444 1,583 -2,485
Change in long-term debt -497 -519 3,295 -3,201 -695
Change in interest-bearing liabilities -305 1,845 851 -1,662 -3,185
Others 0.0 0.0 0.0 1.0 -8.0
Change in liquid capital -152 -12.0 -77.0 60.0 -107

Sources: Swedavia and Swedbank Research

Ratios (SEKm) 2011 2012 2013 2014 2015
Net Debt/EBITDA 3.5 4.5 4.5 2.9 1.4
EBITDA/interest 6.5 5.6 6.9 9.5 11.4
Interest coverage 34 29 3.6 5.8 7.7
EBITDA-CAPEX 571 -1,702 -446 1,597 1,574
Equity/(Equity+Liabilities) 32.9% 29.0% 30.4% 36.5% 51.8%
Equity/(Equity+Total Interest Bearing Debt) 40.6% 35.9% 36.5% 44.6% 64.8%
Cash Earnings in Operations/Net Sales 26.9% 23.9% 28.6% 32.8% 25.8%
Free Cash Flow/Net Sales 4.4% -38.8% -19.2% 21.7% 4.7%
Cash Flow Post Dividends/Net Sales 4.3% -39.0% -19.4% 21.5% 0.5%

Sources: Swedavia and Swedbank Research
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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, expected or actual
changes in a company's credit rating, 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.

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

Issuer level

Swedbank LC&I Credit Research uses a shadow rating system based on the
same terminology as Standard & Poor's ranging from AAA-D.

Credit ratings on issuer level are in absolute terms. In any case, ratings or any
kind of research should not be used or relied upon as an investment advice.
Changes in ratings are not the equivalent of overweight, market weight or
underweight of any of the company's outstanding bonds, commercial papers or
credit default swaps. A change in the credit rating indicates our view of the
actual issuer and its credit quality. This should not be confused with a
recommendation.

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.

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&l have branches.

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 (FinanSu un
kapitala tirgus komisija).

In the United States this report is distributed by Swedbank Securities US LLC
('Swedbank Securities), which accepts responsibility for its contents. Any
United States institutional investor receiving the report, who wishes to effect a
transaction in any security discussed in the report, should do so only through
Swedbank Securities. Swedbank Securities is a U.S. broker-dealer, registered
with the Securities and Exchange Commission, and is a member of the
Financial Industry Regulatory Authority. Swedbank Securities is part of
Swedbank Group.For important U.S. disclosures, please reference:
http://www.swedbanksecuritiesus.com/disclaimer/index.htm

Limitation of liability

All information, including statements of fact, contained in this research report
has been obtained and compiled in good faith from sources believed to be
reliable. However, no representation or warranty, express 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 endeavour (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

In Swedbank LC&I, internal guidelines are implemented in order to ensure the
integrity and independence of the research analysts.

The guidelines include rules regarding, but not limited to: contacts with the
companies covered; personal involvement in the companies covered;
participation in investment banking activities and supervision and review of
research reports. For example:

= Research reports are independent and based solely on publicly available
information.

= The remuneration of staff within the Credit Research department may
include discretionary awards based on the firm's total earnings, including
investment banking income. However, no such staff shall receive
remuneration based upon specific investment banking transactions.


https://research.swedbank.se/files/RecoTrackList/CreditRecoTrackList.pdf
http://www.swedbankfs.com/disclaimer/index.htm

Credit Research - Swedavia

Company-specific disclosures & potential conflicts of interest

The reader should assume that the report has been reviewed, for the purpose
of verification of facts or sequence of facts, by the issuers of the relevant
financial instrument mentioned in the report prior to the publication.Such
review has not lead to any changes in the 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.

Swedoaﬁk®

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&I. 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 2015.

Address
Swedbank LC&I, Swedbank AB (publ), SE-105 34 Stockholm.
Visiting address: Landsvagen 40, Sundbyberg.
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