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Key Rating Drivers 

First Time Ratings: The ratings reflect Atlas Copco AB’s (Atlas) strong and well-diversified 

business profile with market and technological leadership and global presence in many 

industrial segments, which offsets its exposure to the cyclical end-markets of some of its 

customers. The strength of the business is mirrored by the solid and stable financial profile, 

which displays many aspects of a strong ‘A’ category diversified manufacturing company.  

Strong Business Profile: The group demonstrated through the last recession the smoothing 

benefit of its diversification, which gives confidence that ratios are likely to remain relatively 

stable through the medium term despite the volatility in some of its customer markets. 

Stable Cash Generation. The company's funds from operations (FFO) margin, at 15% in 

2014, is strong for the 'A' category. Cash from operations is more volatile owing to sometimes 

large working-capital swings, chiefly in relation to inventory. Depending on working-capital cash 

flows, the company's FCF, at 7.4% for 2014, is sometimes lower than what is commensurate 

with a 'A' diversified manufacturing company, largely due to the group's high shareholder 

payout policy, which is at around 50% of net profit.  

Strong Capital Structure and Liquidity: The company's capital structure has been, and is 

expected to remain solid, with gross leverage around 2x, a backdated debt maturity profile and 

good liquidity levels. Atlas does not keep a large cash pile given its ample available credit lines 

and the absence of significant seasonality in working-capital flows. The company’s liquidity will 

not be materially affected by the recently announced share buyback of around SEK7bn, which 

Fitch expects to be completed by end-2015. 

M&A Unlikely to Threaten Ratings: Fitch does not expect Atlas’s acquisition to have a 

negative rating impact in the short to medium term as the group is likely to continue to either 

make small bolt-on acquisitions or structure transactions in such a way so as not to have a 

material negative impact on its capital structure. 

Stable Outlook: The Outlook reflects Fitch’s expectation that Atlas’s financial profile will 

continue to be broadly stable in the short to medium term.  

Rating Sensitivities 

Changes in Financial Profile: Downward rating pressure could occur if a large debt-funded 

acquisition was to materially weaken financial flexibility, if earnings and cash generation 

became materially more volatile, or if the following metrics were consistently met: (i) FFO and 

FCF margins below 8% and 4%, respectively; and (ii) adjusted net leverage above 2x. The 

ratings could be upgraded if the FCF margin was consistently above 6% and the company 

exhibited an adjusted net cash position on a sustainable basis.  

Liquidity and Debt Structure 

Strong Liquidity Profile: At end-2014, Fitch adjusted cash was SEK5.4bn (down from 

SEK13.6bn at end-2013 owing primarily to M&A activity) whilst committed available long-term 

bank lines totalled SEK12.8bn. The group consistently generates positive FCF, something Fitch 

expects to continue, and has proven access to debt capital markets. There are minimal debt 

maturities in the next 24 months. 
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31 Dec 
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31 Dec 
15F 

Revenue (SEKm) 93,721 92,885 
EBIT (SEKm) 16,975 16,855 
EBIT margin (%) 18.1 18.2 
Funds from operations 
(FFO) (SEKm) 

14,331 13,198 

FFO margin (%) 15.3 14.2 
Free cash flow (FCF) 
(SEKm) 

6,971 3,271 

FCF margin (%) 7.4 3.5 
FFO gross leverage (x) 2.0 2.0 
FFO net leverage (x) 1.6 1.9 
FFO fixed charge cover (x) 8.9 9.1 
Net debt/(cash flow from 
operations - capex) (x) 

1.4 2.0 
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Key Rating Issues 

Strong and Stable Financial Profile 

The company has a stable and strong financial profile with relatively high earnings margins, 

which have shown only minor volatility through the cycle, solid cash generation, moderate 

leverage, good liquidity and strong debt service coverage.  

The stability of the earnings stems largely from the diversity of the business (both 

geographically as well as by end-customer) and the cost structure. Approximately 75% of 

product costs are sourced from outside suppliers, costs which are largely seen as pass-

through. Only certain costs such as staffing and R&D cannot be altered on short notice, thus 

margin erosion, whilst not unavoidable, can be minimised.  

 The strength of the margins derives from two factors. Firstly, the high portion of service 

revenue compared to equipment sales (this is also another reason for the stability of the 

margins). Atlas derives more than 40% of revenue from maintenance and service work, which 

carry margins significantly above those of product sales. Secondly, the direct to customer sales 

model employed by Atlas, bypasses independent distributors who typically dilute manufacturer 

margins. This model does, though, require a greater level of inventory to be held on its own 

balance sheet.   

Atlas capitalises a portion of its development costs, which in line with IFRS are treated as 

capex and excluded from reported EBIT, EBITDAR and FFO. Despite a recent increase, the 

effect of capitalisation is marginal, with no key ratio affected significantly when adjusted (by 

adding back the capitalised cost) from the reported metrics, and no rating impact implied from 

the adjustment. 

The company’s FFO margin (typically in the low to mid-teens) has also been historically stable 

and is also considered strong for the ‘A’ category requirements of diversified manufacturing 

companies. The CFO margin is more volatile owing to often large working-capital swings, 

chiefly in relation to inventory. Because of the company’s direct sales model, as well as the fact 

that most small equipment cannot be made to order, the group is forced to hold large inventory 

levels which can intensify the working-capital cash flows when market demand is volatile or 

differs materially from management expectations. 

Depending on working-capital flows, FCF is sometimes lower than might be expected of an ‘A’ 

company (typically 4% margin for a diversified manufacturing company), largely due to high 

shareholder payouts. The group policy is to pay out around 50% of net profits in dividends, and 

while there is some flexibility around this in severe downturns, Fitch has assumed a cash 

dividend of at least 50% of net profits will continue. Coupled with a level of capex of around 3% 

of revenue, the FCF margin over the medium term is likely to be consistently around 4%.  

Fitch notes the potential risk of earnings volatility stemming from the group’s policy of minimal 

hedging of transaction currency exposure. However, the size of the currency mismatch is not 

large (net transactional exposure of SEK11bn in 2013). It is essentially limited to three Related Criteria 

Corporate Rating Methodology (May 2014) 

 Figure 1 
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currencies and swings in the Swedish krona rate against the US dollar and/or the euro are 

likely to have only a minor impact on the company’s pre-tax profitability.  

The company’s capital structure has been, and is expected to remain solid, with gross leverage 

typically around 2x, a long debt maturity profile and good liquidity levels. The company does 

not keep a large cash pile given its ample available credit lines and no significant seasonality in 

working-capital flows, and has previously returned excess cash to shareholders via a share 

buyback (most recently in 2011). Another buyback in the short to medium term is possible, but 

if done, Fitch expects it to be at a level which will not negatively affect the overall credit profile 

of the group such that it would result in a rating downgrade.    

Atlas has s strong liquidity profile. At end-2014, Fitch adjusted cash was SEK5.4bn (down from 

SEK13.6bn at end-2013 owing primarily to M&A activity) whilst committed available long-term 

bank lines totalled SEK12.8bn. The group consistently generates positive FCF, something Fitch 

expects to continue, and has proven access to debt capital markets. There are minimal debt 

maturities in the next 24 months.  

Diversified Business Profile 

Atlas has a strong business profile characterised by (i) market leadership positions in most of 

its products, (ii) a diverse product range, (iii) broad end-customer base, (iv) a good 

geographical breakdown of activities and (v) an almost even split between equipment sales and 

maintenance revenue, the latter of which is much higher margin as well as providing a 

stabilising top-line effect. 

These factors act to nullify to a large degree the cyclicality of some of the end-markets the 

group supplies such as mining, construction, automotive supply or other Industrial 

manufacturers. The group demonstrated through the last recession the smoothing benefit from 

its diversification on key metrics, which gives Fitch confidence that ratios are likely to remain 

relatively stable over the medium term.  

Mergers and Acquisitions 

Atlas is an acquisitive company, with a policy of regularly adding bolt-on acquisitions that suit 

its operational requirements and provide an adequate return. Since the start of 2010 the 

company has made more than 40 acquisitions for an accumulated consideration of SEK15bn.  

Most acquisitions are small bolt-on type, but from time to time the company makes larger 

purchases. The most recent large acquisition was that of Edwards Group for SEK7.8bn, which 

was completed in January 2014. As Edwards operates in markets which are already familiar to 

Atlas, the acquisition fits in well with the group’s growth strategy.    

The company’s M&A strategy involves acquisitions across all divisions which complement or 

enhance the existing businesses the group has. Key criteria which the board assesses are 

whether the target will contribute technologically and financially to the company from day one. 

Adequate financial returns are a prerequisite, and while most acquired businesses do not 

possess the same margins as Atlas’ existing divisions, they do usually improve their returns to 

be in line with the group within a year or so of the transaction.  

Atlas does not have a set M&A budget and approaches targets on an opportunistic basis, 

although credit rating headroom is a key decision driver with regard to acquisitions. Fitch 

assumes that the company will continue to deploy cash on acquisitions, but at a level which will 

keep gross and net leverage at around 2x and 1.5x, respectively, a level which is in line with 

the present rating.  

 Figure 2 
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Rating Issues Register 
Issue Fitch view Timescale, rating impact 

Strong and Stable financial profile The company exhibits a stable and strong financial profile with relatively high earnings margins, which have shown only minor volatility 
through the cycle, solid cash generation, moderate leverage, good liquidity and strong debt service coverage.  

The stability of the earnings stems largely from the diversity of the business (both geographically as well as by end-customer) and the 
cost structure. Approximately 75% of product costs are sourced from outside suppliers, costs which are largely seen as pass-through. 
Only certain costs such as staffing and R&D cannot be altered on short notice, thus margin erosion, whilst not unavoidable, can be 
minimised.  

The company’s FFO margin (typically in the low to mid-teens) has also been historically stable and is also considered strong for the ‘A’ 
category requirements of diversified manufacturing companies. The CFO margin is more volatile owing to often large working-capital 
swings, chiefly in relation to inventory. Because of the company’s direct sales model, as well as the fact that most small equipment 
cannot be made to order, the group is forced to hold large inventory levels which can intensify the working-capital cash flows when 
market demand is volatile or differs materially from management expectations. 

Depending on working-capital flows, the FCF is sometimes lower than might be expected of an ‘A’ company (typically 4% margin for a 
diversified manufacturing company), largely due to high shareholder payouts. The group policy is to pay out around 50% of net profits 
in dividends, and while there is some flexibility around this in severe downturns, Fitch has assumed a cash dividend of at least 50% of 
net profits will continue. Coupled with a level of capex of around 3% of revenue, the FCF margin over the medium term is likely to be 
consistently around 4%.  

The company’s capital structure has been, and is expected to remain, consistently solid, with gross leverage typically around 2x, a long 
debt maturity profile and good liquidity levels. The company does not keep a large cash pile given its ample available credit lines and 
no significant seasonality in working-capital flows, and has previously returned excess cash to shareholders via a share buyback (most 
recently in 2011). Fitch notes that another buyback in the short to medium term is possible, but if done, it is expected to be at a level 
which will not negatively affect the overall credit profile of the group such that it would result in a rating downgrade.    

Atlas has s strong liquidity profile. At end-2014, Fitch adjusted cash was SEK5.4bn (down from SEK13.6bn at end-2013 owing primarily 
to M&A activity) whilst committed available long- term bank lines totalled SEK12.8bn. The group consistently generates positive FCF, 
something Fitch expects to continue, and has proven access to debt capital markets. There are minimal debt maturities in the next 24 
months. 

 Timescale: Ongoing 

 Rating impact: Moderate 

Diversified business profile Atlas has a strong business profile characterised by (i) market leadership positions in most of its products, (ii) a diverse product range, 
(iii) broad end-customer base, (iv) a good geographical breakdown of activities and (v) an almost even split between equipment sales 
and maintenance revenue, the latter of which is much higher margin as well as providing a stabilising top-line effect. These factors act 
to nullify to a large degree the cyclicality of some of the end-markets the group supplies such as mining, construction, automotive 
supply or other Industrial manufacturers. The group demonstrated through the last recession the smoothing benefit from its 
diversification on key metrics, which gives Fitch confidence that ratios are likely to remain relatively stable over the medium term.  

 Timescale: Ongoing 

 Rating impact: Moderate 

Mergers and acquisitions Atlas is an acquisitive company, with a policy of regularly adding bolt-n acquisitions that suit its operational requirements and provide 
an adequate return. Since the start of 2010 the company has made more than 40 acquisitions for an accumulated consideration of 
SEK15bn.  Atlas does not have a set M&A budget and approaches targets on an opportunistic basis, although credit rating headroom is 
a key decision driver with regard to acquisitions. Fitch assumes that the company will continue to deploy cash on acquisitions, but at a 
level which will keep gross and net leverage at around 2x and 1.5x, respectively, a level which is in line with the present rating.  

 Timescale: Ongoing 

 Rating impact: Moderate 

Source: Fitch 
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Sector Performance and Expectations 
 FY12 FY13 FY14 Expectation 

Compressor Technique  
Revenue 32,725 31,782 42,165 Revenue will continue to grow at low single-digit 

levels in 2015, while the margin will gradually rise 
through the year as synergies with Edwards are 
realised. 

EBIT 7,474 7,239 8,974 
EBIT (%) 22.8 22.8 21.3 
    
Industrial Technique  
Revenue 9,536 9,463 11,450 Revenue will probably rise by mid- to high single 

digits in 2015 as a result of the good outlook for 
demand, while the margin is likely to remain stable 
at around 20%, which is only slightly down on 
historical levels.   

EBIT 2,158 2,138 2,557 
EBIT (%) 22.6 22.6 22.3 
    

Mining and Rock Excavation  
Revenue 33,998 28,981 25,718 Revenue will probably decline again in 2015 as a 

result of uncertain demand, although the margin 
decline is likely to be lower as the company see 
the effects of previous efforts to address its cost 
structure. 

EBIT 8,335 6,083 4,307 
EBIT (%) 24.5 21.0 16.7 
    

Construction Technique  
Revenue 14,658 13,967 14,739 Revenue will continue to grow at low single-digit 

levels in 2015, while the margin will remain stable 
at between 10% and 11%.  

EBIT 1,825 1,733 1,768 

EBIT (%) 12.5 12.4 12.0 

Source: Company/Fitch 

 

Fitch’s internally generated expectations for key leverage and coverage metrics are shown on 

the next page.   

Cash Flows 

Atlas’s FFO margin, which has been around 15% historically, is expected by Fitch to remain 

stable in the short to medium term, owing to the highly variable cost structure and the 

company’s track record in maintaining stable margins. FCF is expected to be around 4% of 

revenue in the short to medium term as Fitch assumes stable capex levels and the dividend at 

around 50% of net profits.  

Credit Metrics 

As well as the cash-flow metrics discussed above, the key ratios likely to have the biggest 

effect on the ratings of Atlas are the net leverage and the FFO fixed charge cover ratios. Fitch 

expects both of these to remain broadly stable at around 1.5x–2x and 8x–9x, respectively. This 

expectation is based on stable debt levels and FFO remaining over the short to medium term.  

Debt Structure 
 

 Figure 5 
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Debt Maturities and Liquidity at 
31 December 2014 

Debt maturities (SEKm) 

2015 2,284 
2016 0 
2017 5,680 
2018 0 
After 2018 14,218 
Cash and equivalents 9,404 
Undrawn committed facilities  
EUR800m RCF due 2018 7,120 
EUR640m due 2019 5,700 

Source: Fitch 
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Outlooks 
Directional Outlooks and Rating 

Watches  
 

Negative Stable Positive

Fitch’s expectations are based on the 

agency’s internally produced, 

conservative rating case forecasts. They 

do not represent the forecasts of rated 

issuers individually or in aggregate. Key 

Fitch forecast assumptions include: 

 there is unlikely to be further material 

margin erosion given the levels now 

vis-a-vis historical margins, as well as 

the ability to stabilise margins through 

cost controls; 

 capex at 3% of revenue; 

 dividend payments to remain around 

50% of  NPAT; 

 working-capital flows to broadly mirror 

revenue changes;  

 M&A at SEK1.5bn p.a. - broadly in 

line with historical levels.  

Definitions 

 Leverage: Gross debt plus lease 

adjustment minus equity credit for 

hybrid instruments plus preferred 

stock divided by FFO plus gross 

interest paid minus interest received 

plus preferred dividends plus rental 

expense. 

 Interest cover: FFO plus gross interest 

paid minus interest received plus 

preferred dividends divided by gross 

interest paid plus preferred dividends. 

 FCF/revenue: FCF after dividends 

divided by revenue.  

 FFO profitability: FFO divided by 

revenue. 

 For further discussion of the 

interpretation of the tables and graphs 

in this report see Fitch’s “Interpreting 

the New EMEA and Asia-Pacific 

Corporates Credit Update Format” 

Special Report, dated 25 November 

2009 and available at 

www.fitchratings.com. 

http://www.fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=482108
http://www.fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=482108
http://www.fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=482108
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Immediate Peer Group – Comparative Analysis 

Sector Characteristics 
Operating Risks 

Demand for diversified manufactured goods is somewhat volatile, as it is driven by industrial 

capex and production, which are linked to economic cycles. The hi-tech nature of the industry 

creates entry barriers, but also requires continuous innovation. Emerging markets offer 

opportunities for growth and lower costs, but also pose challenges including: (i) technological 

“leakages”; (ii) unpredictable political and legislative frameworks; and (iii) potentially volatile 

economies.  

Financial Risks 

The industry is capital intensive and growth is generally accompanied by material capex and/or 

M&A. Operational leverage tends to be above average, resulting in volatile earnings. This limits 

the amount of debt that can be supported and leading players often operate with low leverage. 

Liquidity is crucial, because working-capital swings can be large.  

Peer Group Analysis 
 Atlas Copco Caterpillar Parker-Hannifin Stanley B&D 
 A/Stable A/Stable A/Stable A-/Stable 

Revenue (USDm) 11,336 52,694 13,216 11,001 
FFO margin (%) 15.3 10.1 9.8 9.2 
FFO gross leverage (x) 2.0 2.0 2.2 3.7 
FFO fixed charge cover (x)  8.9 6.6 7.0 4.2 

Source: Fitch, companies 

 

Key Credit Characteristics 

With modest operating and financial risks, capital goods manufacturers often achieve average 

to strong investment-grade ratings. However, ratings can be lower, especially when financial 

risks are amplified through higher leverage. 

Overview of Companies 

Caterpillar Inc, (A/Stable) – the ratings for Caterpillar, reflect the company’s strong market 

positions in its global construction and mining machinery businesses, diverse customer base, 

operating discipline, and an established and well-capitalised independent dealer network. 

Leverage is within Fitch’s expected range at a weak point in the demand cycle for Caterpillar’s 

machinery. Debt/EBITDA at end-December 2013 was approximately 1.2x on a preliminary 

basis, up slightly from 1.0x at the end of 2012. Strong free cash flow (FCF) in 2013 contributed 

to high cash balances at the end of the year, reflecting the impact of significant inventory 

reductions associated with declining sales. 

Parker-Hannifin Corp, (A/Stable) – the ratings and Outlook reflect Fitch's expectations for 

solid operating performance, driven by modest organic revenue growth from Parker-Hannifin's 

strong market positions in diversified end markets. Fitch expects strengthening profitability from 

restructuring, resulting in the continuation of solid annual free cash flow (FCF). 

Stanley Black & Decker Inc, (A-/Stable) – the ratings and Outlook reflect a geographically 

well-balanced company with leading market positions and strong brand recognition in its 

various business segments. The ratings also incorporate the cyclicality of certain of the 

company's end-markets and integration risk associated with its aggressive acquisition strategy, 

although overall risk is somewhat mitigated by merger integration expertise. 

Peer Group 
Issuer  Country 

A  
Caterpillar Inc. United States 
Cummins Inc. United States 
General Dynamics 
Corporation 

United States 

Hubbell  Incorporated United States 
Parker-Hannifin Corp. United States 
Rockwell Collins, Inc. United States 
Rolls-Royce Holdings 
plc 

United 
Kingdom 

Siemens AG Germany 
United Technologies 
Corporation 

United States 

  
A-  
ABB Ltd Switzerland 
Black & Decker 
Holdings, LLC 

United States 

Halliburton Company United States 
Stanley Black & Decker, 
Inc. 

United States 

  
BBB  
GEA Group 
Aktiengesellschaft 

Germany 

  

Issuer Rating History 

Date 
FC LT  
IDR 

Outlook/ 
Watch 

19 Dec 14 A Stable 
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 Figure 7 

 
 

Almost all debt is issued by the rated holding company, Atlas Copco AB. The only exceptions 

to this are the EUR800m RCF issued by Airpower BV (the group’s Belgian subsidiary which 

benefits from a parental guarantee), numerous finance leases taken by various operating 

entities and around SEK1bn in bilateral bank loans taken by certain operating entities located in 

various jurisdictions.  

None of the debt issued by Atlas Copco has any financial covenants. Standard change of 

control clauses exist. There are no subsidiary upstream guarantees to Atlas Copco AB 

 

Simplified Group Structure Diagram

Source: Transaction documents
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Bonds USD942.5m
Bonds EUR1bn
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Atlas Copco AB

FINANCIAL SUMMARY

31 Dec 2014 31 Dec 2013 31 Dec 2012 31 Dec 2011 31 Dec 2010

SEKm SEKm SEKm SEKm SEKm

Year End Year End Year End Year End Year End

Profitability

Revenue 93,721 83,888 90,533 81,203 69,875

Revenue Grow th (%) 11.72 (7.34) 11.49 16.21 9.59

Operating EBIT 16,975 17,014 19,104 17,548 13,902

Operating EBITDA 20,684 19,717 21,768 20,070 16,400

Operating EBITDA Margin (%) 22.07 23.50 24.04 24.72 23.47

FFO Return on Adjusted Capital (%) 19.43 19.47 26.63 28.68 25.36

Free Cash Flow  Margin (%) 7.44 3.50 5.57 1.50 8.29

Coverages (x)

FFO Gross Interest Coverage 19.17 15.77 20.84 21.56 16.10

Operating EBITDA/Gross Interest Expense 26.12 23.78 28.91 28.80 19.86

FFO Fixed Charge Coverage (inc. Rents) 9.44 8.45 10.60 11.14 9.24

FCF Debt-Service Coverage 2.52 0.56 2.38 0.41 3.55

Cash Flow  from Operations/Capital Expenditures 5.99 5.24 5.29 3.59 7.82

Debt Leverage of Cash Flow (x)

Total Debt w ith Equity Credit/Operating EBITDA 1.18 1.31 1.00 1.05 1.26

Total Debt Less Unrestricted Cash/Operating EBITDA 0.92 0.62 0.62 0.96 0.63

Debt Leverage Including Rentals (x)

Annual hire lease rent costs for long-term assets (reported and/or estimate) ᵃ 912 816 803 716 688

Gross Lease Adjusted Debt/Operating EBITDAR 1.47 1.58 1.25 1.29 1.53

Gross Lease Adjusted Debt /FFO+Int+Rentals 1.97 2.33 1.71 1.70 1.87

FFO Adjusted Net Leverage 1.64 1.35 1.20 1.59 1.14

FCF/Lease Adjusted Debt (%) 21.95 9.07 17.84 4.56 22.14

Debt Leverage Including Leases and Pension Adjustment (x)

Pension and Lease Adjusted Debt /EBITDAR + Pension Cost 1.47 1.68 1.34 1.29 1.53

Balance Sheet Summary

Readily Available Cash 5,404 13,633 8,416 1,716 10,264

Restricted/Not Readily Available Cash 4,000 4,000 4,000 4,000 4,000

Short-Term Debt 2,284 5,838 1,683 4,016 1,039

Long-Term Senior Debt 22,182 19,997 20,150 17,013 19,615

Subordinated debt n.a. n.a. n.a. n.a. n.a.

Equity Credit n.a. n.a. n.a. n.a. n.a.

Total Debt w ith Equity Credit 24,466 25,835 21,833 21,029 20,654

Off-Balance-Sheet Debt 7,296 6,528 6,424 5,728 5,504

Lease-Adjusted Debt 31,762 32,363 28,257 26,757 26,158

Fitch- identif ied Pension Deficit n.a. 2,481 2,169 n.a. n.a.

Pension Adjusted Debt 31,762 34,844 30,426 26,757 26,158

Cash Flow Summary

Operating EBITDA 20,684 19,717 21,768 20,070 16,400

Gross Cash Interest Expense * (792) (829) (753) (697) (826)

Cash Tax (3,828) (4,622) (5,053) (3,307) (2,813)

Associate Dividends n.a. (1) (1) (2) 0

Other Items before FFO (incl. interest receivable) (1,733) (1,861) (892) (1,530) (206)

Funds from Operations 14,331 12,404 15,069 14,534 12,555

Change in Working Capital 2,056 (538) (1,366) (6,115) (1,730)

Cash Flow from Operations 16,387 11,866 13,703 8,419 10,825

Total Non-Operating/Non-Recurring Cash Flow  n.a. n.a. n.a. n.a. n.a.

Capital Expenditures (2,735) (2,264) (2,592) (2,347) (1,385)

Dividends Paid (6,681) (6,668) (6,069) (4,851) (3,650)

Free Cash Flow 6,971 2,934 5,042 1,221 5,790

Net (Acquisitions)/Divestitures (8,411) (1,537) 267 (1,676) (1,691)

Net Equity Proceeds/(Buyback) 890 n.a. n.a. (7,072) 384

Other Cash Flow  Items (6,310) (182) 587 (1,396) 1,105

Total Change in Net Debt (6,860) 1,215 5,896 (8,923) 5,588

Working Capital

Accounts Receivable Days n.a. 71 66 68 67

Inventory Days n.a. 128 121 117 108

Accounts Payable Days n.a. 49 50 54 49

ᵃ For 2014, these f igures are estimates based on preliminary data
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Reconciliation of Key Financial Metrics 

(SEKm) 

 

2012 2013 2014 

P&L Revenue 90,533 83,888 93,721 
     
 Reported op profit 19,266 17,056 17,015 
     
 Adjustment -162 -42 -40

a
 

     
 Fitch EBIT 19,104 17,014 16,975 
 Margin (%) 21.1 20.3 18.1 
     
 Depr. & amortisation 2,664 2,703 3,709 
     
 EBITDA 21,768 19,717 20,684 
 Margin (%) 24.0 23.5 22.1 
     
 Op rental exp 803 816 912

a
 

     
 EBITDAR 22,571 20,533 21,596 
 Margin (%) 24.9 24.5 23.0 
     
Cash flow Reported operating cash flow 13,704 11,867 16,387 
 Margin (%) 15.1 14.1 17.5 
 Change in working capital -1,366 -538 +2,056 
 Funds from operation (FFO) 15,070 12,405 14,331 
 Margin (%) 16.6 14.8 15.3 
     
 Interest exp 753 829 897 
 Op lease rental 803 816 912

a
 

 Pre-financing FFO (for leverage) 16,626 14,050 16,140 
     
 Capex -2,592 -2,264 -2,735 
 Dividend -6,070 -6,669 -6,681 
     
 Free cash flow (FCF) 5,042 2,934 6,971 
 Margin (%) 5.6 3.5 7.4 
     
Balance sheet Gross debt 21,052 25,592 24,466 
 Op lease liability 6,424 6,528 7,296

a
 

 Adjusted gross debt 27,476 32,120 31,762 
 Cash 12,416 17,633 9,404 
 less: not availabale cash 4,000 4,000 4,000 
 Adjusted net debt 19,060 18,487 26,358 
     
Key ratios FFO gross leverage 1.7 2.3 2.0 
 FFO net leverage 1.1 1.3 1.6 
 EBITDAR gross leverage 1.2 1.6 1.5 
 EBITDAR net leverage 0.8 0.9 1.2 
 FFO fixed charge cover 10.7 8.5 8.9 
 FCF/adj debt (%) 18.4 9.1 21.9 
 Net debt/(CFO - capex) 1.7 1.9 1.4 
a
 Fitch estimate based on preliminary 2014 results 

Source: Fitch 
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