


Year-end report

January-December 2016

Strong end to a strong year

Quarter October-December 2016
units, the increase was 6 percent.
comparable units, the increase was 2 percent.

comparable units, the increase was 10 percent.

EBITDA amounted to MSEK 464 (381).

Profit for the period amounted to MSEK 772 (681).

Cash earnings amounted to MSEK 314 (263adjusted for extra tax cost).
Earnings per share before and after dilution amounted to SEK 5.08 (4.54).
A directed shareissueraised MSEK 1,012 beforetransaction costs.

eriod January-December 2016
units, the increase was 6 percent.
and comparable units, the increase was 7 percent.
comparable units, the decrease was 1 percent.
EBITDA amounted to MSEK 1,817 (1,603).

Profit for the period amounted to MSEK 2,214 (2,131).

Earnings per share before and after dilution amounted to SEK 14.65 (14.21).
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Significant events after the end of the period

Cash earnings amounted to MSEK 1,289 (1,080 adjustedfor non-recurring items net).

The Board of Directors is proposing a dividend of SEK 4.10(3.80) per share, total MSEK 646 (570).

Net operating income from Operator Activities amounted to MSEK 130 (104). Adjusted for currency effects and

Net operating income from Operator Activities amounted to MSEK 439 (416). Adjusted for currenc y effects and

Revenue from Property Management amounted to MSEK 458 (365). Adjusted for currency effects and comparable

Net operating income from Property Management amounted to MSEK 368 (306). Adjusted for currency effects and

Revenue from Property Management amounted to MSEK 1,787 (1,543). Adjusted for currency effects and comparable

Net operating income from Property Management amounted to MSEK 1,495 (1,280). Adjusted for currency effects

A Pandox signedtwenty-year lease agreements for severoperations hotels in the Nordics with Scandic Hotels Group

and ended its operator agreementfor Grand Hotel Oslo.

Q4 Q4 Chgin FY FY Chgin
Key figures (MSEK)* 2016 2015 % 2016 2015 %
Revenue Property management (Note 1,2) 458 365 25 1,787 1,543 16
Net operating income Property Management (Note 1,2) 368 306 20 1,495 1,280 17
Net operating income Operator Activities (Note 2) 130 104 25 439 416 6
EBITDA (Note 1) 464 381 22 1,817 1,603 13
Profit for the period (Note 1,3) 772 681 13 2,214 2,131 4
Earnings per share, SEK (Note 1,3,4,5) 5.08 4.54 12 14.65 1421 3
Cash earnings, MSEK (Note 1,3) 314 234 34 1,289 1,130 14
Cash eamnings per share, SEK (Note 1,3,4,5) 2.05 1.56 31 8.49 7.53 13
Key data
Net interest bearing debt, MSEK — — — 18324 15376 19
Equity asset ratio, % — — — 39.7 38.6 nm
Loan to value, % — — — 493 49.5 nm
Interest cover ratio, times 4.0 36 nm 4.0 36 nm
Property market value, MSEK — — — 38,233 31437 22
EPRA NAYV per share, SEK (Note 4) — — — 126.24 107.71 17
WAULT (Investment Properties), years — — — 139 112 nm.
RevPAR (Operator Activities) for comparable units at comparable 660 660 0 657 634 4
exchange rates, SEK
(Note 1) FY 2015 includes one-time revenue of MSEK 60 in Q3 relating to mediation with Nordic Hospitality Group AS. (Note 2) Reclassification of
The Hub Hotel & Livingroom in June 2015, Lillehammer Hotel in June 2015, Best Western Plus Hotel Prince Philip in October 2015, Thon Hotel Fagernes
in January 2016, Thon Hotel Sgrlandet in May 2016 and Meetingpoint Hafjell in September 2016 to Operator Activities. (Note 3) FY 2015 includes
received tax compensation of MSEK 19 in Q3 and extra tax cost of MSEK -29 in Q4. (Note 4) Based on weighted number of shares before and after dilution
0f 151,059,782 for Q4 2016 and 150,266,393 for full year 2016. For information about previous years see page 22. (Note 5) After non-controlling interest.
*For a complete set of definitions please see page 28.

Pandox - Year-end report 2016 2 (29)



CEO comment

Pandox is reporting record strong results for 2016 with growth in cash earnings andnet asset
value of 19and 20 percent respectively. The drivers of this increase were a strong underlying hotel
market, successful acquisitions, good return on joint investments with partners, and high
efficiency and profitabil ity.

Net operating income from Property Management increased by 7 percent during the year
adjusted for currency effects and comparable units, which is explained by a consistently strong
hotel market in Denmark, Finland, Germany and Sweden as well as stablisation in Norway.

Net operating income from Operator Activities declined by 1 percent during the year, with
strong development in Germany, Denmark and Canada largely compensatingfor a weak market in
Belgium. The hotel market in Brussels improved gradually during the second half of 2016 and
profitability strengthened in the fourth quarter. The negative effect on net operating income in
Operator Activities relating to the terrorist attack sin Brussels amounted to around MSEK 40 for
the full year 2016, compared with the full year 2015.

RevPAR increased by 3 percent in Europe in the fourth quarter and 2 percent for the full year
2016, mainly bolstered by an active leisure segment. The hotel market strengthened further in the

fourth quarter resulting in increased averagg¢g

during the year was higher than expected, boosting profitability in the industry and therefore also
improving opportunities for value growth in th e property portfolio .

Pandoxds growth in the fourth quarter was s

well as balanced demand from both the business and leisure segments. Copenhagen wake single
strongest market driven by a combination of high occupancy and increased average prices.
Montreal also benefitted from good demand with high occupancy and increased average prices,
partly due to a major competitor having closed for renovation. Stockholm and Berlin showed good
underlying growth. Growth in Oslo and Helsinki remained unchanged. In Helsinki the opening of
two new hotels had a dampening effect. Growth in Germanyin total was a good four percent.

Pandox ended 2016 moving at a fast pa&e. In November we acquired seven hotel properties in
Europe for around MSEK 4,100 from Invesco Real Estate and we entered into atwenty-year
revenue-based lease for Urban House Copenhagen with MEININGER.In December we completed

ashare issue which added j ust positierFurM&rioke, ve,alB8c0 O

started 2017 by signing an agreement with Scandic Hotels Group for new, twenty-year revenue-
based leasedor seven hotel properties in the Nordic region in Operator Activities .

Al'l of these activities are entirely in |Ii
resolve of our people, as well as the confidence oustakeholders have in us. After the acquisitions
and the lease sgnings, the Property Management business segment will increase itsshare of the
total portfolio value from around 78 percent to around 84 percent which, combined with proceeds
from the new share issue, will guarantee high financial and strategic flexibil ity.

Pandoxd6s Board of [nedwdend & mgeasedto SEK 410 (380) peg
share for 2016.

The market outlook for hotels normally follows global economic development and is also affected
by a number of specific growth factors, such as increased disposable income and a growing global
middle class. The outlook for international tourism and regional travel is on a long -term positive
trajectory. The World Tourism Organization (UNWT O) is expecting growth for 2017 of 3-4
percent globally and 2-3 percent for Europe which, in an historical perspective, represents good
growt h. Pandoxds key markets are expected to
markets are facing more challenging comparable quarters, we are planning for lower growth
compared with 2016.

Having said that, we do see good prospects for increasing our cash earningslsoin 2017. This
is based on (1) an expectation of an economyvith conditions for higher businessactivity, (2) the
hotel market remaining robust with good profitability, (3) development of recently acquired hotels
and a significant pipeline of approved investments with good return potential in the existing
portfolio and (4) a sustained high businessmomentum driven through a larger and more
profitable hotel prope rty portfolio than ever before.

Pandox has the experience, the game plan and the people. This, combined with good financial
and strategic flexibility, meansconditions are good for continued profitable growt h.
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A property company specialised in hotels

An active hotel property owner
Pandox is one of Europeébés | eading hotel propq
Northern Europe. Pandox 6s -setvicehotedsgnythe upper-midto laghvn
end segment with strategic locations in key leisure and corporate destinations. Pandox is an active
owner with a business model based on longterm lease agreements with the best operators in the
market. But if these conditions are missing, Pandox has long experience of running hotel
operations on its own, which creates business opportunities across the hotel value chain.

Long leases with well-known tenants

At the end of the fourth quarter 2016, Pandox6s hot elcompnsedd20hdtels with o
a total of 26,240 hotel rooms in ten countries, with a market value of MSEK 38,233. 98 hotels
were leased on a longterm basis to well-known tenants with established brands providing income
stability, lower capital expenditure and risk f or Pandox. For Investment Properties the weighted
averageunexpired lease term (WAULT) was 13.9 years. The remaining 22 hotels were owned and
operated by Pandox.

In addition, Pandox has asset management agreements for nine hotelsand operates one
additional hotel under a long -term lease agreement.

Pandox’s value drivers

High quality portfolio of premier hotel properties in strategic cities.

Geographical diversification which provides opportunity for diversif ication over the business
cycle.

Income stability from renowned tenant bas e with long leases.

Focus on sold economies and ability to capture market growth .

Organic growth from refurbishment and repositioning of hotels.

Attractive yield and resilient cash flow generation.

Active ownership, which createsvalue and optionality .
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Pandox’s financial targets

A Dividend policy i Pandox will target a dividend pay-out ratio of between 40 and 60 percent
of cash earnings,, with an averagepay-out ratio over time of approximately
50 percent . Future dividends and the size
futur e performance, financial position, cash flows, working capital requirements, investment
plans and other factors. For 2016 a dividend of MSEK 646 (SEK 4.10 per share) is proposed, compared
with MSEK 570 (SEK 3.80 per share) in 2015, corresponding to 50 percent of cash earnings.

A Capital structure i Pandox will target a debt ratio (loan -to-value2) between 45 and 60
percent, depending on the market environment and prevailing opportunities. By the end of the
fourth quarter the loan-to-value ratio was 49.3 (49.5) percent.

Value-adding business model
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We own and lease We own and We manage hotel proper-
hotel properties operate hotels ties owned by others

InterContinen!

~ N

%8)Pandox”  (R)Pandox (3K) Pandox

Rooms per brand
31 December, 2016

b r

7%
8%

u Scandic
Leonardo

® Nordic Choice
Radisson Blu

Hilton
Other

tax.

value at the end of the period.
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Hotel market development October—December 2016

Demand in the international tourist market increased by close to 4 percent in 2016 according to
the UNWTO. It was the seventh consecutive year of growth and it illustrates the underlying
strength of the tourism market despite security challenges. The UNWTO6s out |
positive, with expected growth in 2017 of 3-4 percent globally and 2-3 percent for Europe.

The hotel markets in North America and Europe developed well in general in the fourth
quarter. Both of the markets are high up in the hotel business cycle, with growth driven mainly by
improved average prices. Altogether, RevPAR (revenue per available room) increased both in
Europe and the US by 3 percent in the fourth quarter.

ook

RevPAR development quarterly change (in local currency)

FY FY FY Q4 Q1 Q2 Q3 Q4

2014 2015 2016 2015 2016 2016 2016 2016

USA 8% 6% 3% 5% 3% 3% 3% 3%
New York ' 3% 2% -2% -2% -1% -3% -2% 1%
Montreal 10% 7% 9% 6% 5% 1% 16% 10%
Europe 6% 7% 2% 6% 3% 3% 2% 3%
London’ 3% 2% -1% 1% -4% -3% 1% 2%
Brussels 3% 2% -18% -10% -8% -29% -26% -4%
Berlin 5% 8% 4% 7% 6% 0% 6% 3%
Frankfurt -2% 9% -2% 1% 4% 3% -9% -1%
Stockholm 2% 9% 8% 11% 4% 20% 0% 6%
Oslo 1% 8% 3% 7% 2% 0% 9% 0%
Helsinki 2% 2% 7% 6% 6% 12% 11% 0%
Copenhagen 4% 11% 13% 14% 3% 15% 18% 14%

Source: STR (USA, Canada, Europe, Finland), Benchmarking Alliance (Sweden, Norway, Denmark).
! Pandox does not have any direct business exposure to these markets but they are important for the overall assessment of the
global hotel market.

In the US and Canada, RevPAR increased by 3 and 6 percent respectively in the fourth quarter,
driven mainly by higher average prices. The hotel business cycle has reached a more balanced
phase inthe US in which supply and demand are growing at the same pace after several years of
demand deficit. Montreal had a strong fourth quarter (+10 percent) explained by good demand
from, for example, the US and Asian inbound markets and positive average price development.
The closure of a large hotel for renovation also had a positive impact.

The hotel markets in Europe as a whole developedpositively in the fourth quarter and RevPAR
increased by 3 percent as a resli of stable growth in demand and improved average prices.
Certain European countries benefitted from a change in the security situation. Spain and Portugal
had record numbers for 2016, while Turkey lost one third of its RevPAR compared to 2015. The
rate of decline in Brussels and Paris slowed significantly in the fourth quarter and positive growth
should be possible towards the end of the first half of 2017. London experienced a small upswing
in the fourth quarter, partly due to a weaker currency. Development in Germany remained strong
and RevPAR increased by 4 percent in the quarter and 5 percent for the full year.

RevPAR growth in Oslo and Helsinki remained unchanged during the quarter. In Helsinki the
opening of two new hotels with a combined 700 or so rooms had a dampening effect and this is
likely to continue in the short term. Growth in RevPAR for 2016 as a whole in Helsinki was good,
at 7 percent, mainly driven by improved average prices. Copenhagen ended an alreadytsong year
with growth of 14 percent in the fourth quarter. Several factors explain this strong development,
including a record strong year for conferences and trade fairs and limited addition of new hotels.
Development was similar in many German cities such as Disseldorf, Hannover and Hamburg.
Stockholm enjoyed continued strong development, with RevPAR growth of 6 percent in the fourth
quarter. Demand increased in Stockholm for the seventh consecutive year at the same time as
average prices increased by Jercent for the year as a whole.
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Financial development October-December 2016

Revenue from Property Management amounted to MSEK 458 (365), an increase of 25 percent,
still driven by a combination of acquired and o rganic growth in the lease portfolio. Adjusted for
currency effects and comparable units, revenue increased by 6 percent.

Revenue from Operator Activities amounted to MSEK 619 (536), an increase of
15 percent. Adjusted for currency effects and comparableunits, revenue and RevPAR were
unchanged.

The Groupds net sales amounted to MSEK 1,07
comparable units, revenue increased by 2 percent. The seven hotels acquired in Europe were
consolidated on 19 December 2016.

Net operating income from Property Management amounted to MSEK 368 (306), an increase of
20 percent. Adjusted for currency effects and comparable units, net operating income increased
by 2 percent.
Net operating income from Operator Activ ities amounted to MSEK 130 (104), an increase of
25 percent, bolstered mainly by improved results in Brussels compared with the previous year.
Adjusted for currency effects and comparable units, net operating income increased by 10 percent.
Total net operating income amounted to MSEK 498 (410), an increase of 21 percent.

Central administration costs amounted to MSEK -34 (-30). The increase is mainly explained by
costs associated with being a listed company as well as some projeetelated costs.

EBITDA amounted to MSEK 464 (381), an increase of 22 percent, driven by good net operating
income development for Property Management and improved profitability for Operator Activities.

Financial expense amounted to MSEK -116 ¢106) and financial income to MSEK 0 (1).
Profit before changes in value amounted to MSEK 309 (236), an increase of 31 percent.

Unrealised changes in value for Investment Properties amounted to MSEK 413 (484)and are
mainyex pl ai ned by i mproved underlying cash flo
Unrealised changes in value of derivatives amounted to MSEK 116 (93).

Current tax amounted to MSEK -34 (-42), which adjusted for an extra tax cost of MSEK-29 in the
fourth quarter 2015, constitutes an increase primarily explained by increased profit in Germany
after past acquisitions, as well as some accruals. Deferred tax expense amounted to

MSEK -32 (-94).

Profit for the period amounted to MSEK 772 (681) and profit for the period attributable to the

Parent Companyo6s shareholders amounted to MSE

per share before and after full dilution.

Cash earrings amounted to MSEK 314 (234), an increase of 34 percent. Adjusted for the extra tax
expense of MSEK-29 in the comparable period 2015, the increase was 19 percent.
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