▪

Revenue from Property Management amounted to
MSEK 749 (571). For comparable units the increase
was 1 percent adjusted for currency effects

▪

Revenue from Property Management amounted to
MSEK 2,971 (2,202). For comparable units the
increase was 2 percent adjusted for currency effects

▪

Net operating income from Property Management
amounted to MSEK 627 (490). For comparable units
the increase was 1 percent adjusted for currency
effects

▪

Net operating income from Property Management
amounted to MSEK 2,517 (1,882). For comparable
units the increase was 1 percent adjusted for
currency effects

▪

Net operating income from Operator Activities
amounted to MSEK 165 (144). For comparable units
the increase was 11 percent adjusted for currency
effects

▪

Net operating income from Operator Activities
amounted to MSEK 540 (494). For comparable units
the increase was 10 percent adjusted for currency
effects

▪

EBITDA amounted to MSEK 749 (597)

▪

EBITDA amounted to MSEK 2,909 (2,252)

▪

Cash earnings amounted to MSEK 480 (482)

▪

Cash earnings amounted to MSEK 1,890 (1,660)

▪

Cash earnings per share amounted to SEK 2.88
(3.06)

▪

Cash earnings per share amounted to SEK 11.26
(10.46)

▪

Profit for the period amounted to MSEK 775 (1,183)

▪

Profit for the period amounted to MSEK 2,823 (3,148)

▪

Earnings per share amounted to SEK 4.63 (7.47)

▪

Earnings per share amounted to SEK 16.83 (19.89)

▪

Pandox announced and completed two acquisitions
in the UK and completed one divestment in Sweden

▪

EPRA NAV per share amounted to SEK 164.04
(144.54)

▪

The board proposes a dividend of SEK 4,70 (4,40), a
total of MSEK 787 (737)

2018 was a strong year for Pandox. Once again, the Company managed
to balance its external and internal perspectives; in other words,
combining a focus on the business while also constantly developing the
organisation and consolidating the acquisitions made in recent years.
Concrete examples of this are the completion of the extensive legal
reorganisation of our large portfolio acquisition in the UK and Ireland
and the two additional acquisitions of The Midland Manchester and
Radisson Blue Glasgow. A long series of profitable investment projects
were also made in the existing portfolio. This reflects an organisation
with many talented two-way players with a high capacity and specialist
skills, as well as a strong team. All are deserving of praise for their
performance.

Pandox’s hotel property portfolio offers good opportunities for growthdriving investments. Two good examples from the fourth quarter are
Jurys Inn Belfast and Leonardo Wolfsburg City Centre, where extensions
were completed, and 213 rooms were added. In total, 225 rooms were
added organically to Pandox’s hotel property portfolio in the fourth
quarter. In a situation where the hotel market is high up in its cycle and
hotel operators’ profitability and willingness to invest are also high, but
where valuation yield requirements in the property markets are under
pressure, implementing these types of investments are particularly
attractive. At the end of the year Pandox had around MSEK 1,250 in
approved investments in its existing portfolio, most of which is for
revenue-driving measures and development projects.

For the full year and the fourth quarter of 2018 Pandox is reporting
growth in total net operating income of 29 and 25 percent respectively,
and growth in net asset value, on an annualised basis, of 17 percent. For
comparable units net operating income, adjusted for currency effects,
increased by 3 percent in both periods. This was driven by profitable
acquisitions in new, large hotel markets, good development in Brussels
and stable, positive underlying demand in the hotel market.
In the fourth quarter, for comparable units, revenue and net operating
income in Property Management increased by 1 percent each, adjusted
for currency effects. Growth was constrained by renovation effects in
Pandox’s portfolio as well as challenging comparative figures in key
markets in Germany where the trade fair calendar was weaker than in
the previous year. In Copenhagen and Oslo, where larger increases in the
number of new hotel rooms are planned for 2019–2020, development
was mixed in the quarter.
The investment properties acquired in 2017 in the UK and Ireland,
which are not part of the comparable portfolio, demonstrated continued
good growth. The comparable growth in revenue for these properties is
estimated at around 5 percent for the fourth quarter, which is explained
by stable growth in UK Regional and an increase in the hotels’ market
share after completed renovations.
In the fourth quarter revenue and net operating income in Operator
Activities, for comparable units, increased by 12 and 11 percent
respectively, adjusted for currency effects. The growth is mainly
explained by a very strong performance for the hotels in Brussels which
benefitted from high demand and high productivity, and consequently
also good profitability. Berlin also experienced positive development.
In the fourth quarter the previously communicated acquisitions of
Radisson Blu Glasgow and The Midland Manchester were completed, as
was the divestment of Scandic Ferrum. The acquisitions are good
examples of Pandox’s ability to move through the value chain and take
the position that provides the best opportunities for long-term value
creation.

Pandox operates from a well-capitalised pan-European business
platform with great strategic flexibility. The Company’s growth strategy
is based on a combination of acquisitions, growth-driving investments
and efficient operation of Pandox’s own hotels, in a hotel market where
new demand is being added through a combination of economic activity,
increased prosperity and more people travelling.
The United Nations World Tourism Organisation (UNWTO) is
predicting an increase in international arrivals of 3–4 percent in Europe
in 2019, which is slightly lower than for 2018 but still a good level.
Pandox’s view is that, although the hotel market still has growth
potential, it is in a mature phase and growth is slowing. In some submarkets new hotel capacity will put pressure on RevPAR in the short and
medium term.
Based on positive economic growth, Pandox’s well-diversified
portfolio with balanced demand, and positive contributions from the
acquisitions that Pandox made in 2018, there is potential for some
growth in 2019.
The Easter dates are expected to have a positive impact on the first
quarter.
The Board of Directors is proposing a dividend of SEK 4.70 (4.40) per
share for 2018, an increase of around 7 percent. The dividend percentage
is still at the lower end of Pandox’s financial target range and should be
seen in the context of attractive acquisition and investment
opportunities.

Preliminary statistics from the United Nations World Tourism
Organization (UNWTO) confirm that 2018 was another strong year for
the travel industry. International arrivals increased by 6 percent, both
globally and in Europe. Growth during the second half of the year was
somewhat lower than during the very strong first half. The UNWTO is
expecting an increase in international arrivals by 3–4 percent in 2019,
both globally and in Europe. This lays the foundations for positive
demand in the travel and tourism market in 2019, even though growth is
expected to be lower than in the period 2017–2018. Known factors of
uncertainty with a possible impact on the travel market are geopolitical
tensions, trade barriers and Brexit.

In Germany RevPAR increased by 4 percent during the quarter, driven
by the large hotel markets such as Berlin and Munich, which are less
dependent on trade fairs and conferences. In cities like Cologne and
Düsseldorf, which are more dependent on trade fairs and conferences,
growth was negative.

The hotel market in the UK is split into two parts. One market is London
which has a high share of international demand and the other is the
regional market (UK Regional), with a high share of domestic demand
where Pandox has its focus.
RevPAR in UK Regional increased by 0.7 percent for the quarter and
1.4 percent for the full year 2018, which is in line with external forecasts.
RevPAR in Pandox’s regional hotel portfolio increased during the same
period by around 5 and 8 percent respectively, mainly driven by
increased market penetration after completed renovations. In London
RevPAR increased by 10 percent in the quarter, supported by several
large events that provided good demand and average price development.
This development confirms the UK’s attractiveness for both the leisure
and corporate segments, despite Brexit.
The overall supply situation is well-balanced in UK Regional, but more
new capacity is expected in cities such as Manchester, Glasgow and
Belfast, which may lower RevPAR development in the short term in
these markets. These cities are, however, large destinations and
attractive hotel markets with good underlying demand.
The Irish market was characterised by a sustained strong demand
surplus and RevPAR increased by 10 percent during the quarter. In
Dublin, RevPAR increased by 6 percent to EUR 122 during the same
period, and occupancy was high at 84 percent.

Development in the Nordic countries remained positive with good
underlying demand for hotel nights. In Sweden, Norway and Denmark
the number of rooms sold increased by around 4 percent. In Finland
growth amounted to just over 1 percent.
The combined RevPAR increase in Sweden was 4 percent for the
quarter, mainly due to increased occupancy. Increased occupancy also
drove growth in Stockholm where RevPAR rose by almost 3 percent. In
Gothenburg and Malmö RevPAR increased by 10 and 11 percent
respectively. The growth in Gothenburg is explained in equal parts by
increased occupancy and improved average prices, while improved
average prices were behind most of the growth in Malmö. Only marginal
increases in new hotel capacity were noted during the quarter in
Stockholm, Gothenburg and Malmö.
The supply of hotel rooms in Oslo increased by 9 percent during the
quarter. Good demand absorbed most of the increase, but altogether
occupancy and RevPAR decreased by 2 and 3 percent respectively.
In Copenhagen RevPAR increased by around 4 percent supported by
an increase in demand of around 3 percent. A significant increase in
hotel capacity is expected in Copenhagen in 2019 where there have been
few hotel openings over a relatively long period of time.
In Finland and Helsinki RevPAR increased by 7 and 9 percent
respectively. This improvement comes after a couple of quarters of
weaker growth. The main driving forces in Helsinki were improved
average prices and a strong December.

RevPAR in Brussels increased by 15 percent, mainly driven by a strong
corporate and conference segment. The recovery from the terrorist
attacks in 2015–2016 is therefore complete. RevPAR on a rolling 12month basis is now at higher levels than before the attacks and the
prospects are considered good for 2019.

In Montreal the year ended with an improvement of 2 percent for the
period, supported by a more normal comparison quarter. The hotel
market in Montreal was very strong during the first three quarters 2017,
when the city had its 375th anniversary.
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Revenue from Property Management amounted to MSEK 749 (571), an
increase of 31 percent, mainly explained by acquired growth in the lease
portfolio and positive market growth and helped by earlier
reclassifications. The Midland Manchester was consolidated on 1
November 2018 and Scandic Ferrum was handed over on 3 December
2018, according to a previously communicated agreement. Revenue for
comparable units increased by 1 percent, adjusted for currency effects,
including negative renovation effects mainly in Stockholm.
The recently acquired investment properties in the UK and Ireland,
which are not part of the comparable portfolio, demonstrated good
growth in the fourth quarter.
Revenue from Operator Activities amounted to MSEK 626 (528), an
increase of 19 percent. The Radisson Blu Glasgow was consolidated on
31 October 2018. Revenue and RevPAR for comparable units increased
by 12 percent each, adjusted for currency effects.
The Group’s net sales amounted to MSEK 1,375 (1,099). For
comparable units, net sales increased by 7 percent, adjusted for currency
effects.

Net operating income from Property Management amounted to MSEK
627 (490), an increase of 28 percent. For comparable units, net
operating income increased by 1 percent, adjusted for currency effects.
Net operating income from Operator Activities amounted to MSEK
165 (144), an increase of 15 percent. For comparable units, net operating
income increased by 11 percent, adjusted for currency effects.
Total net operating income amounted to MSEK 792 (634), an increase
of 25 percent.
Central administration costs amounted to MSEK -43 (-37).

Financial expense amounted to MSEK -214 (-140). The change is mainly
explained by increased interest-bearing liabilities following acquisitions
that increased debt in foreign currencies.
Pandox has decided to hedge a larger share of its loan portfolio,
including in the fourth quarter, which has resulted in higher costs for
interest rate derivatives.
Financial income amounted to MSEK 0 (14). In the comparable period
2017, income from the sale of shares in Norway of MSEK 13 is included.

Profit before changes in value amounted to MSEK 489 (426), an
increase of 15 percent.
Unrealised changes in value for Investment Properties amounted to
MSEK 607 (490) and are explained by a combination of a lower
valuation yield and higher cash flows in the comparable portfolio.
Realised changes in value amounted to MSEK 27 (289) and relate to
the divestment of Scandic Ferrum and the reversal of guarantees for past
divestments.
Unrealised changes in value of derivatives amounted to
MSEK -147 (7).
Current tax amounted to MSEK -55 (11). Most of the increase relates to
the acquisition of Jurys Inn at the end of 2017, including adjustment
attributable to acquisition structure. In the comparable period 2017, a
tax reversal of MSEK 18 in Germany is included.
Deferred tax expense amounted to MSEK -146 (-40).
Profit for the period amounted to MSEK 775 (1,183) and profit for the
period attributable to the Parent Company’s shareholders amounted to
MSEK 776 (1,188), which represents SEK 4.63 (7.47) per share.

EBITDA amounted to MSEK 749 (597), an increase of 26 percent.

Cash earnings amounted to MSEK 480 (482), a decrease of 0.4 percent.
Adjusted for tax reversal and income from the sale of shares of a total
MSEK 31, in the comparable period 2017, the increase was 6 percent.
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Revenue from Property Management amounted to MSEK 2,971 (2,202),
an increase of 35 percent, mainly explained by acquired growth in the
lease portfolio and positive market growth and helped by
reclassifications. For comparable units, revenue increased by 2 percent,
adjusted for currency effects.
The recently acquired investment properties in the UK and Ireland,
which are part of the comparable portfolio, demonstrated strong and
profitable growth throughout the year.
Revenue from Operator Activities amounted to MSEK 2,153 (2,067),
an increase of 4 percent. For comparable units, revenue and RevPAR
increased by 6 and 7 percent respectively, adjusted for currency effects.
The Group’s net sales amounted to MSEK 5,124 (4,269). For
comparable units, net sales increased by 4 percent, adjusted for currency
effects.

Net operating income from Property Management amounted to MSEK
2,517 (1,882), an increase of 34 percent. For comparable units, net
operating income increased by 1 percent, adjusted for currency effects.
Net operating income from Operator Activities amounted to MSEK
540 (494), an increase of 9 percent. For comparable units, net operating
income increased by 10 percent, adjusted for currency effects.
Total net operating income amounted to MSEK 3,057 (2,376), an
increase of 29 percent.
Central administration costs amounted to MSEK -148 (-124). The
increase is explained by the Company’s growth and geographical
expansion.

Financial expense amounted to MSEK -804 (-534). The change is mainly
explained by increased interest-bearing liabilities following acquisitions
that increased debt in foreign currencies.
Pandox has decided to hedge a larger share of its loan portfolio than
previously, resulting in higher costs for interest rate derivatives.
Financial income amounted to MSEK 1 (15). In the comparable period
2017, income from the sale of shares in Norway of MSEK 13 is included.

Profit before changes in value amounted to MSEK 1,943 (1,563), an
increase of 24 percent.
Unrealised changes in value for Investment Properties amounted to
MSEK 1,428 (1,625) and are explained by a combination of higher cash
flows and a lower valuation yield in the comparable portfolio.
Realised changes in value amounted to MSEK 67 (289) and relate to
the divestment of Scandic Ferrum and the reversal of guarantees for past
divestments.
Unrealised changes in value of derivatives amounted to
MSEK 25 (173).
Current tax amounted to MSEK -216 (-73). Most of the increase relates
to the acquisition of Jurys Inn at the end of 2017. In the comparable
period 2017, a tax reversal of MSEK 47 in Germany and Sweden is
included.
Deferred tax expense amounted to MSEK -424 (-429).
Profit for the period amounted to MSEK 2,823 (3,148) and profit for the
period attributable to the Parent Company’s shareholders amounted to
MSEK 2,820 (3,140) which is equivalent to SEK 16.83 (19.89) per share.

EBITDA amounted to MSEK 2,909 (2,252), an increase of 29 percent.

Total cash earnings amounted to MSEK 1,890 (1,660), an increase of
14 percent. Adjusted for tax reversal and income from the sale of shares
of a total MSEK 60, in the comparable period 2017, the increase was 18
percent.
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Rental income and other property income amounted to MSEK 749 (571)
and net operating income to MSEK 627 (490), an increase of 31 and 28
percent respectively, supported by strong and profitable growth in the
portfolio acquired in the UK and Ireland, as well as stable development
in the comparable portfolio. The Midland Manchester was consolidated
on 1 November 2018 and Scandic Ferrum was handed over on 3
December 2018, according to a previously announced agreement.
For comparable units, total rental income and net operating income,
adjusted for currency effects, increased by 1 percent each, including a
negative renovation effect.
Including the portfolio acquisition in the UK and Ireland, the total
comparable growth in rental income was around 2 percent.
Growth in the comparable portfolio of revenue-based leases was
positive in Denmark, Finland, Sweden and Austria, and negative in the
Netherlands, Switzerland, Germany and Norway. Individual cities with
particularly good rental income growth were Wolfsburg, Munich,
Copenhagen, Helsinki, Gothenburg and Malmö. Smaller regional cities
for the most part saw positive development throughout the portfolio.
Rental income in Stockholm fell by around 4 percent, which is mainly
explained by negative renovation effects relating to Scandic Park and
Scandic Hasselbacken, as well as certain geographical mix effects.
Other cities negatively affected by renovations were Cologne, Tampere
and Vienna.
Around 1,000 hotel rooms, net, are estimated to have been affected by
renovations in the fourth quarter.
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Revenue from Operator Activities amounted to MSEK 626 (528), an
increase of 19 percent. The Radisson Blu Glasgow was consolidated on
31 October 2018.
Net operating income amounted to MSEK 165 (144), an increase of 15
percent.
The operating margin was 26.3 percent (27.3). The slightly weaker
profitability is mainly explained by costs for the brand change from
Hyatt Montreal to DoubleTree by Hilton Montreal. Over time, Pandox
expects the change to have a clearly positive effect on the hotel’s revenue
and profitability.
For comparable units, revenue and net operating income, adjusted for
currency effects, increased by 12 and 11 percent respectively, mainly
supported by strong development in Brussels and Berlin where demand
was good, and productivity and profitability were high.
Adjusted for currency effects and comparable units, RevPAR increased
by 12 percent.
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At the end of the period, Pandox’s property portfolio had a total market value of MSEK 55,197 (50,121), of
which Investment Properties accounted for MSEK 47,139 (42,548) and Operating properties for
MSEK 8,058 (7,573). At the same point in time, the carrying amount of the Operating Properties portfolio was
MSEK 5,809 (5,668).
At the end of the period, Investment Properties had a weighted average unexpired lease term (WAULT) of
15.7 years (15.6).
The Midland Manchester was acquired and Scandic Ferrum was handed over (in line with previously
communicated agreement) in Property Management in the fourth quarter. Radisson Blu Glasgow was acquired
in Operator Activities in the fourth quarter.
In addition, two hotel properties in Brussels were reclassified to Property Management during the first
quarter.
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During the period January-December 2018, investments in the existing portfolio, excluding acquisitions,
amounted to MSEK 720 (714), of which MSEK 434 (425) for Investment Properties and MSEK 286 (289) for
Operating Properties and MSEK 1 (0) for the head office.
At the end of the period, committed investments for future projects equivalent to around MSEK 1,250 had been
approved. Larger projects included are Crowne Plaza Brussels, Hilton Brussels City, Hotel Berlin Berlin, The
Midland Manchester, Vildmarkshotellet, NH Brussels Bloom, Clarion Collection Arcticus Harstad, DoubleTree
by Hilton Montreal, Radisson Blu Basel, NH Vienna Airport, Park Amsterdam, as well as the joint investment
programme with Scandic Hotels Group for 19 hotel properties in the Nordic region.
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At the end of the period the loan-to-value net was 49.7 (50.8) percent. Equity attributable to the Parent
Company’s shareholders amounted to MSEK 21,378 (18,845). EPRA NAV (net asset value) per share amounted
to SEK 27,476 (24,211), corresponding to SEK 164.04 (144.54) per share. Liquid funds plus unutilised longterm credit facilities amounted to MSEK 2,500 (3,319).
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To reduce the currency exposure in foreign investment Pandox’s aim is to finance the applicable portion of the
investment in local currency. Equity is normally not hedged as Pandox’s strategy is to have a long investment
perspective. Currency exposures are largely in form of currency translation effects.
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At the end of the period the loan portfolio amounted to MSEK 28,095 (26,473). Unutilised long-term credit
facilities amounted to MSEK 1,826 (2,320).
At the end of the period issued commercial papers under the previously created commercial paper program
amounted to MSEK 1,250 ( ) in various tenors ranging from 3 to 12 months. The purpose of the program is to
decrease the financing costs and diversify the financing structure. Issued commercial papers are backed in full
by existing long-term unutilized credit facilities.
The average fixed rate period was 3.0 (2.6) years and the average interest rate, corresponding to the interest
rate level at the end of the period, was 2.6 (2.6) percent, including effects from interest-rate swaps. The average
repayment period was 3.1 (3.3) years. The loans are secured by a combination of mortgage collateral and
pledged shares.
In order to manage interest rate risk and increase the predictability of Pandox’s earnings, interest rate
derivatives are used, mainly in the form of interest swaps. At the end of the period interest derivatives amount
to a gross amount of MSEK 22,153 and a net amount of MSEK 17,129, which is also the portion of Pandox’s
loan portfolio for which interest rates are hedged. Around 56 percent of Pandox’s loan portfolio was thereby
hedged against interest rate movements for periods longer than one year.

Pandox uses interest rate derivatives to achieve a desired interest maturity profile. The market value of the
derivatives portfolio is measured on each closing date, with the change in value recognised in profit or loss.
Upon maturing, the market value of a derivative contract is dissolved entirely and the change in value over time
thus does not affect equity.
At the end of the period, the net market value of Pandox’s financial derivatives amounted to
MSEK -538 (-563).
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At the end of the period deferred tax assets amounted to MSEK 465 (613). These represent mainly the book
value of tax loss carry forwards which the Company expects to be able to use in upcoming fiscal years, and
temporary measurement differences for interest rate derivatives.
Deferred tax liabilities amounted to MSEK 3,430 (3,026) and relate mainly to temporary differences between
fair value and the taxable value of Investment Properties, as well as temporary differences between the book
value and the taxable value of Operating Properties.
The corporate tax rate is to be reduced in two steps: from the present 22.0 percent to 21.4 percent for
financial years commencing after December 31, 2018, and to 20.6 percent for financial years commencing after
December 31, 2020. In the second quarter 2018, the Group’s deferred tax assets and liabilities were adjusted
for to be measured at the reduced tax rates that are expected to apply to the period when the liability is settled.
The reduced tax rate resulted in a reduction of the Group’s tax liabilities in the amount of MSEK 100.
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Pandox completes acquisition of The Midland
Manchester and Radisson Blu Glasgow
Interim report January-September 2018
Pandox acquires The Midland Manchester
Pandox acquires Radisson Blu Glasgow

To read the full press releases, see www.pandox.se.

No significant events have occurred after the period.

At the end of the period, Pandox had the equivalent of 1,161 (1,130)
fulltime employees. Of the total number of employees, 1,120 (1,096) are
employed in the Operator Activities segment and 41 (34) in the Property
Management segment and in central administration.

Administration for activities within Pandox’s property owning
companies is provided by staff employed by the Parent Company,
Pandox AB (publ). Pandox’s subsidiaries are invoiced for these services.
Amounts invoiced during the January–December 2018 period totalled
MSEK 106 (101), and profit for the period amounted to MSEK 734 (30).
At the end of the period the Parent Company’s equity amounted to
MSEK 4,553 (4,556) and the interest-bearing debt was MSEK 7,098
(6,638), of which MSEK 4,305 (5,803) was in the form of long-term
debt.

The Parent Company carries out transactions with subsidiaries in the
Group. Such transactions mainly entail allocation of centrally incurred
administration cost and interest relating to receivables and liabilities. All
related party transactions are entered into on market terms.
Eiendomsspar AS owns 5.1 percent of 21 hotel properties in Germany
and 9.9 percent of another hotel property in Germany, which were
acquired by Pandox in 2015 and 2016.
Pandox has asset management agreements regarding nine hotels
located in Oslo as well as for the Pelican Bay Lucaya Resort in the Grand
Bahama Island, which are owned by Eiendomsspar AS or subsidiaries of
Eiendomsspar AS and affiliates of Helene Sundt AS and CGS Holding AS
respectively. During the fourth quarter revenue from the nine asset
management agreements amounted to MSEK 1.0 (0.9), and revenue
from Pelican Bay Lucaya amounted to MSEK 0.1 (0.2).

Pandox applies the European Securities and Market Authority’s (ESMA)
guidelines for Alternative Performance Measurements. The guidelines
aim at making alternative Performance Measurements in financial
reports more understandable, trustworthy and comparable and thereby
enhance their usability.
According to these guidelines, an Alternative Performance
Measurement is a financial key ratio of past or future earnings
development, financial position, financial result or cash flows which are
not defined or mentioned in current legislation for financial reporting;
IFRS and the Swedish Annual Accounts Act. Reconciliations of
Alternative Performance Measurements are available on pages 15-16.

Pandox seeks to achieve the lowest possible financing cost while
simultaneously limiting the Company’s interest rate, currency and
liquidity risks. Pandox’s approach is that increased financing cost
resulting from moderate changes in interest rates is often compensated
for by higher operating income due to increased economic activity. Also,
Pandox has a loan portfolio with staggered maturities and fixed interest
periods where the Company enters into interest rate swaps to hedge
interest rate levels for a certain portion of the debt portfolio.
A significant amount of Pandox’s operations are in countries outside
Sweden and the Company is therefore exposed to exchange rate
fluctuations. Pandox reduces currency exposure in foreign investments
primarily by taking out loans in local currencies. In general, foreign
operations report both income and costs in the local currency, which
limits currency exposure in current flows.
Pandox aims to have a diversified loan portfolio in terms of the
number of lenders, concentration and maturities in order to manage
liquidity risk.
Pandox’s financial risks and risk management are described on pages
120–123 of the 2017 Annual Report.

Pandox defines risk as a factor of uncertainty that may affect the
Company’s ability to fulfil its objectives. It is therefore of utmost
importance that Pandox is able to identify and assess these factors of
uncertainty.
Pandox’s strategy is to invest in hotel properties with revenue-based
leases with the best hotel operators, and also to be able to operate hotels
itself when necessary. Based on this strategy, Pandox has classified risk
in five categories: strategy risk, operational risk, financial risk, external
risk and sustainability risk.
Pandox’s risk management work is described on pages 80–84 in the
section “Risk and risk management” in the 2017 Annual Report.
There has been no significant change to Pandox’s risk assessment after
the publication of the 2017 Annual Report.

The hotel industry is seasonal in nature. The periods during which the
Company’s properties experience higher revenues vary from property to
property, depending principally upon location and the customer base
served. Since most of the customers that stay at Pandox owned or
operated hotels are business travellers, the Company’s total revenues
have historically been greater particularly in the second quarter. The
timing of holidays and major events can also impact the Company’s
quarterly results.

This report contains forward-looking statements. Such statements are
subject to risks and uncertainties. Actual developments may differ
materially from the expectations expressed, due to various factors, many
of which are beyond the control of Pandox

The report has been translated from Swedish. The Swedish text shall
govern for all purposes and prevail in the event of any discrepancy.
Stockholm, 14 February 2019

Anders Nissen, CEO
At the end of the period, the total number of shares before and after
dilution amounted to 75,000,000 A shares and 92,499,999 B shares. For
the fourth quarter 2018 the weighted number of shares before and after
dilution amounted to 75,000,000 A shares and 92,499,999 B shares.

This report has not been examined by the Company’s auditor.

Pandox will present the interim report for institutional investors,
analysts and media via a webcasted telephone conference, 14 February at
09:00 CEST.
To follow the presentation online go to
https://edge.media-server.com/m6/p/bsoeiagc. To participate in the
conference call and ask questions, please call one of the telephone
numbers indicated below about 10 minutes before the start of the
presentation. The presentation material will be available at
www.pandox.se at approximately 08:00 CEST.
Standard International: +44 (0) 2071 928000
SE Tollfree: 0200125581
SE LocalCall: +46 (0) 8 50692180
UK Tollfree: 08003767922
UK LocalCall: 08445718892
US LocalCall: + 1 631 5107495
Conference ID: 6988259
A recorded version of the presentation will be available at
www.pandox.se.

For further information, please contact:
Anders Nissen, CEO
+46 (o) 708 46 02 02
Liia Nõu, CFO
+46 (0) 702 37 44 04
Anders Berg, Head of Communications and IR
+46 (0) 760 95 19 40

This information is information that Pandox AB (publ) is obliged to
make public pursuant to the EU Market Abuse Regulation. The
information was submitted for publication, through the agency of the
contact persons set out above 14 February 2019, 07:00 CEST.

More information about Pandox is available at www.pandox.se.
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On 31 December 2018 Investment Properties had a weighted average unexpired lease term (WAULT) of
15.7 years (15.6).
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128 of the hotel properties are leased to third parties, which means that approximately 85 percent of the
portfolio market value is covered by external leases. Pandox’s tenant base consists of highly reputable hotel
operators with strong hotel brands.
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Pandox’s main geographical focus is Northern Europe. Sweden (27 percent) is Pandox’s single largest
geographical market, measured as a percentage of the property portfolio’s total market value, followed by the
UK (18 percent), Germany (17 percent), Belgium (8 percent) and Finland (7 percent).
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At the end of the period Pandox’s property portfolio consisted of 144 (143) hotel properties with 32,268
(31,613) hotel rooms in fifteen countries.
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Pandox AB follows the International Financial Reporting Standards (IFRS) and interpretations (IFRIC), as adopted by the EU. This interim report
has been prepared according to IAS 34 Interim Financial Reporting and the Swedish Annual Accounts Act.
The interim report for the Parent Company has been prepared in accordance with Chapter 9 Interim Reports of the Swedish Annual Accounts Act.
The Parent Company applies the Swedish Annual Accounts Act and RFR2 Accounting principles for legal entities. Under RFR2 the parent company of
a legal entity applies all EU approved IFRS principles and interpretations within the framework defined by the Swedish Annual Accounts Act and
taking into consideration the connection between accounting and taxation.
The interim financial statements are included on pages 1–22 and pages 23–25 are thus an integrated part of this financial report.
The accounting principles applied are consistent with those described in Pandox’s 2017 Annual Report, except that Pandox applies IFRS 9 Financial
instruments and IFRS 15 Revenues from Contracts with Customers, as of 1 January 2018. As described in the 2017 Annual Report, the introduction of
these standards has not resulted in the need to restate comparative figures or any other adjustment of the financial statements. There will however be
increased disclosure requirements for the 2018 Annual Report.

On 1 January 2019 IFRS 16 Leases will be introduced. The standard requires assets and liabilities attributable to all leases to be reported as a liability
and an asset in the balance sheet, unless the lease term is 12 months or less, or the lease is of low value. This reporting principle is based on the
approach that the lessee has a right to use an asset for a specific period of time and at the same time a liability to pay for this right. For the lessor,
recognition will be essentially unchanged. The standard applies to financial years beginning on or after 1 January 2019. Early adoption is permitted.
In 2018 Pandox analysed the effect of the transition to IFRS 16 Leases and will apply IFRS 16 prospectively as of 1 January 2019. Pandox’s lease
commitments consist of site leaseholds or other leased land, premises and vehicles. Most of these measures relate to land leases (site leaseholds or
other leased land). In connection with the transition to IFRS 16 Pandox has decided to include three new items in the balance sheet: right-of-use
assets, non-current and current lease liabilities. Pandox has estimated the effect on the opening balance (based on leases now in place) of the
introduction of IFRS 16 to be MSEK 2,490 on the assets side in the form of right-of-use assets. On the liability side, the non-current lease liabilities
will be affected in the amount of MSEK 2,471 and current lease liabilities by MSEK 19. In the income statement, from 1 January 2019 and thereafter,
the cost of lease commitments will be recognised as amortisation and as financial expense. For this reason Pandox will report the financial expense on
a new line under net financial items: “Financial expense relating to site leasehold agreements”. On this line the current costs for site leaseholds and
other leased land will be recognised in their entirety.

Pandox’s operating segments consist of the Property Management and Operator Activities business streams. The Property Management segment
owns, improves and manages hotel properties and provides external customers with premises for hotel operations, as well as other types of premises
adjacent to hotel properties. The Property Management segment also includes eight asset management contracts for externally owned hotel
properties. The Operator Activities segment owns hotel properties and operates hotels in such owned properties. The Operator Activities segment also
includes one hotel operated under a long-term lease agreement and one hotel property under an asset management agreement. Non-allocated items
are any items that are not attributable to a specific segment or are common to both segments. The segments have been established based on the
reporting that takes place internally to executive management on financial outcomes and position. Segment reporting applies the same accounting
principles as those used in the annual report in general, and the amounts reported for the segments are the same as those for the Group. Scandic
Hotels Group and Fattal Hotels Group are tenants who account for more than 10 percent of revenues each.

Average interest expense based on interest maturity in respective
currencies as a percentage of interest-bearing liabilities.
EBITDA plus financial income less financial expense less current tax.
Total gross profit less central administration (excluding depreciation).
Recognised equity as a percentage of total assets.
Growth measure that excludes effects of acquisitions, divestments and
reclassifications, as well as exchange rate changes.
Accumulated percentage change in EPRA NAV, with dividends added
back and issue proceeds deducted, for the immediately preceding 12month period.
Revenue less directly related costs for Operator Activities including
depreciation of Operator Activities.
Revenue less directly related costs for Property Management.
Interest-bearing liabilities, including arrangement fee for loans, less
cash and cash equivalents and short-term investments that are
equivalent to cash and cash equivalents.
Profit before changes in value plus interest expense and depreciation,
divided by interest expense.

EBITDA plus financial income less financial expense less current tax,
after non-controlling interest, divided by the weighted average number
of shares outstanding.
Comprehensive income attributable to the Parent Company’s
shareholders divided by the weighted average number of shares
outstanding after dilution at the end of the period.
Proposed/approved dividend for the year divided by the weighted
average number of outstanding shares after dilution at the end of the
period.
Profit for the period attributable to the Parent Company’s shareholders
divided by the weighted average number of shares outstanding.
Equity attributable to the Parent Company’s shareholders, divided by
the number of shares outstanding at the end of the period.
Recognised equity, attributable to the Parent Company’s shareholders,
including reversal of derivatives, deferred tax asset derivatives, deferred
tax liabilities related to properties, and revaluation of Operating
Properties, divided by the total number of shares outstanding after
dilution at the end of the period.
The weighted average number of outstanding shares taking into account
changes in the number of shares outstanding after dilution during the
period.
The weighted average number of outstanding shares taking into account
changes in the number of shares outstanding, before dilution, during the
period.

Investments in non-current assets excluding acquisitions.
Interest-bearing liabilities, including arrangement fee for loans, less
cash and cash equivalents as a percentage of the properties’ market
value at the end of the period.
Gross profit for Operator Activities plus depreciation included in costs
for Operator Activities.
Net operating income corresponds to gross profit for Property
Management.
Net operating income for Operator Activities as a percentage of total
revenue from Operator Activities.
Since amounts have been rounded off in MSEK, the tables do not always
add up.

Market value of Investment Properties plus market value of Operating
Properties.
Number of owned hotel properties at the end of the period.
Number of rooms in owned hotel properties at the end of the period.

Revenue per available room, i.e. total revenue from sold rooms divided
by the number of available rooms. Comparable units are defined as hotel
properties that have been owned and operated during the entire current
period and the comparative period. Constant exchange rate is defined as
the exchange rate for the current period, and the comparative period is
recalculated based on that rate.
Average lease term remaining to expiry, across the property portfolio,
weighted by contracted rental income.

