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A quarter marked by stability and
new product launches

« Net sales of SEK 57.7m (58.0) Profit summary Jan-Mar | Jan-Mar Full year
_ _ SEKM 2013 2012 2012
¢ Operating profit of SEK 8.1m (8.0)
. Net sales 57.7 58.0 230.1
* Profit before tax of SEK8.1m (7.6] Operating expenses -49.6 -50.0 -194.9
e Cash flow from operating activities of SEK 1.9m Operating profit 81 80 352
(1.3)
¢ Net cash at the end of the quarter was SEK
46.7m (30,8)
. . Key ratios Jan-Mar | Jan-Mar Full year
e Operating margin of 14.0% (13.8) for the quarter SEK M 2013 2012 2012
e Earnings per share before dilution and after
current tax amounted to SEK 0.64 (0.62) GrOWth' X ‘ 05 26.6 14.8
Operating margin, % 14.0 13.8 15.3
e Earnings per share before dilution amounted to Equity/assets ratio, % 799 80.1 783
SEK 0.53 (0.48) and after dilution to 0.49 (0.48) Net cash, SEK M 46.7 30.8 49.3
SEK No. of employees at end of period 167 159 157

e A stronger Swedish krona 2013 compared to
2012 had a negative impact on sales of SEK
4.1m, in a comparison between quarters. Overall
growth in local currency for the first quarter
was 7%.

Operating margin, rolling 12 months
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CEO's comments

We got off to a good start for the
year with a number of major product
launches and record sales in the
number of licenses sold.

Net sales and profit are both sta-
ble, despite the effects of macroeco-
nomic factors.

Net sales for the first quarter of 2013 are in line
with the first quarter of last year. Consolidated net
sales reached SEK 57.7m (58.0).

The quarter ended with a strong final month and
the sales reached a record number of sold licenses
in the first quarter of 2013.

A stronger Swedish krona 2013 compared to 2012
had a negative impact on sales of SEK 4.1m, in a
comparison between quarters. Overall growth in
local currency for the first quarter was 7%.

For the different regions, growth in local currency
was 18% in Asia and 17% in Europe compared to
the first quarter of 2012. In the Americas, net sales
declined by 3% compared to the same period of last
year.

The operating profit is in line with the same quarter
of 2012. Operating profit amounted to SEK 8.1Tm
(8.0).

The operating profit has also been negatively af-
fected by a stronger Swedish krona. This negative
impact on operating profit was SEK 2.6m in the first
quarter. Operating margin for the first quarter was
14.0% (13.8%).

An important part of our marketing takes place
through our presence at a number of trade shows
around the world. The world’s largest trade show is
Embedded World and is held at the end of February
every year. This year there were more than 900
exhibitors and 22,000 visitors. This is a vital forum
for us to present new products, which were repre-
sented this year by |-scope, a new debug probe for
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enhanced in-circuit power measurements. In the
spring we will continue our trade fair participation
with Design West in the USA and ESEC in Japan.

For me personally, the foremost reason for these
trips is not to participate in trade shows but to take
the opportunity to meet customers, partners and
the media in connection with the events. | have an
ambitious travel plan for the next few months and it
is enormously important and enlightening to meet
our customers. There is a clear trend in which our
customers are globalizing both development and
sales, and with our global presence this gives us a
position as a key supplier.

Starting the year with several major product
launches is advantageous and important. Macroe-
conomic factors will continue to affect our markets
to differing degrees, but our assessment is that this
will not inhibit demand.

In 2013 the focus will be on enhancing our offering
and meeting our financial targets.

Stefan Skarin
CEO ofAR Systems Group AB
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Customers and market

Demand remains strong in all markets, although certain markets are being
affected by macroeconomic factors. In the first quarter we established a
sales organization for the 21 European countries in which sales are handled

by distributors.

Demand remains strong in all markets, although
macroeconomic factors are affecting decision-
making processes and leading to postponement of
investment decisions. This is partly contradictory,
since our strongest growth in the first quarter was
seen in Japan, where the effects of the global econ-
omy are perhaps most tangible. This is especially
clear in a comparison with the previous year, since
the currency effects have a comparatively large
impact in JPY and SEK.

In the first quarter we established a sales organiza-
tion (EMEA Channel) for the European markets in
which sales are handled by distributors. These es-
sentially include all countries outside Sweden, Fin-
land, Denmark, Germany, England and France,
where we have our own representation.

This means 17 countries with selected distributors
and an additional four countries where we have
customers but no local distribution. In terms of
sales, the new EMEA Channel represents around
25% of total sales in Europe.

IAR SYSTEMS® DEVELOPMENT BY REGION

Net sales in the Americas (USD th)
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The Americas account for approximately 37% of revenue

In local currency, net sales for the quarter fell by 3%
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Net sales in Europe (EUR th)
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Europe accounts for approximately 36% of revenue

In local currency, net sales for the quarter increased by 17%

Net sales in Asia (JPY th)
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Asia accounts for approximately 27% or revenue

In local currency, net sales for the quarter rose by 18%
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Products and technology

Several major product innovations were launched in the first quarter. IAR
Systems has maintained its strong position and set yet another world record
during the period. An additional debug probe has been launched under the
name of |-scope. |-scope is used as an extension to |-jet for customers seek-
ing enhanced in-circuit power measurements. |AR Academy has been
launched as a global educational offering through which we provide both
basic and advanced courses on use of our products at several locations

around the world.

Several major product innovations were launched
in the first quarter. In addition to a range of updates
and enhancements in a number of products (AVR,
STM8] we have had a continued focus on product
optimizations. Several processor suppliers have
presented new results in measurement of perfor-
mance scores for code speed. IAR Systems has
maintained its strong position and in the first quar-
ter set yet another world record through Freescale
K70 processors.

There are many reasons why processor suppliers
are seeking a strong position in optimizations. The
perhaps foremost of these is to create a niche in
the highly competitive market for ARM processors.
Another is that a speed-optimized processor leads
to lower power consumption, which has been a
critical market argument for many processor ven-
dors for some time.

In the first quarter IAR Systems positioned itself
well with Renesas and its RL78 processor family
featuring low energy consumption. We have also
released a suite of tools for Renesas’ new RH850
core for automotive applications.

On the theme of energy consumption, IAR Systems
has also launched the new debug probe |-scope. I-
scope is designed to be used as an extension of |-jet
for customers seeking enhanced in-circuit power
measurements.

I-jet and I-scope should be seen primarily as sup-
plementary products that boost sales of IAR Sys-
tems’ flagship product Embedded Workbench,
which accounts for 95 percent of revenue.

IAR Systems has a large number of customers who
have signed support and upgrade agreements
(SUA]. We have seen increased demand for training
from these customers and in the past few years
have provided customized training courses. In the
first quarter we taken the step and launched IAR
Academy, a global educational offering through
which we provide both basic and advanced class-
room courses on use of our products at several
locations around the world. Some of the courses
will also include a more general training in efficient
programming, which is highly appreciated by many
customers. The courses are led by our technical
experts.

At the end of the first quarter we launched a new
version of IAR visualState, a product catering to a
target group that prefers to develop graphically (via
state machines). IAR visualState, for which the
majority of customers are found in the automotive
industry, has undergone a major change through
adaptations for a couple of European customers
who are also important reference customers for
ongoing and future business in both Europe and
Asia.

After the end of the period, IAR Systems launched a
version of IAR Embedded Workbench for ARM pro-
cessors that is certified for functional safety. The
certification has taken place through TUV SUD, a
leading international body for testing and certifica-
tion of industrial products. The certification means
that the product meets the requirements for 1SO
26262 and IEC 61508, which are highly important in
the market for embedded systems.
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Financial information

JANUARY - MARCH 2013

SALES AND PROFIT

Net sales for the period were largely unchanged
compared to the corresponding period of last year,
and amounted to SEK 57.7m (58.0). In a year-on-
year comparison, foreign exchange effects had a
negative impact on sales for the quarter of SEK
4.1m.

Operating profit for the quarter was also essentially
unchanged and amounted to SEK8.1m (8.0). In a
year-on-year comparison, foreign exchange effects
had a negative impact on operating profit for the
quarter of SEK 2.6m.

INVESTMENTS AND FINANCING

Investments in property, plant and equipment for
the quarter are reported at SEK 0.7m (0.5).
Investments in intangible assets for the quarter
totaled SEK 4.4m (3.6) and consisted mainly of own
staff expenses for the development of debug
probes. The investments are in line with the com-
pany’s plans.

The equity/assets ratio at March 31, 2013, was 80%
(80).

CASH FLOW, CASH AND CASH EQUIVALENTS
Cash flow from operating activities for the quarter
was SEK 1.9m (1.3).
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