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Interim report

January— March 2016

Good underlying growth

Quarter January-March 2016

A Revenue from Property Management amounted to MSEK 386 (332). Adjusted for currency effects and comparable
units, the increase was 1 percent.

A Net operating income from Property Management amounted to MSEK 320 (260) . Adjusted for currency effects and
comparable units, the increase was 1 pecent.

A Net operating income from Operator Activities amounted to MSEK 54 (51) . Adjusted for currency effects and
comparable units, the decreas was0.5 percent.

A The negative effecton net operating income from Operator Activities, attributable to t he terrorist attacks in Brussels,
is estimated to approximately MSEK 7 in the first quarter and MSEK 40 for the full -year 2016, the first quarter effect
included.

A EBITDA amounted to MSEK 350 (290).

A Earnings for the period amounted to MSEK 376 (374).

A Cash earrings amounted to MSEK 235 (171).

Important events after the period
A No important events have occurred after the end of the period.

Key figures (MSEK)* Q12016 Q12015  Chgin%  FY2015
Revenue Property management (Note 1,2) 386 332 16 1,543
Net operating income Property management (Note 1,2) 320 260 23 1,280
Net operating income Operator activities (Note 2) 54 51 6 416
EBITDA (Note 1) 350 290 21 1,603
Profit for the period (Note 1,3) 376 374 0 2,131
Earnings per share, SEK (Note 1,3,4) 2.49 2.49 0 1421
Cash earnings, MSEK (Note 1,3) 235 171 37 1,130
Cash earnings per share, SEK (Note 1,3,4) 157 114 37 7.53
Key data

Net interest bearing debt, MSEK 14,399 12,444 16 15,376
Equity asset ratio, % 39.7 387 nm. 38.6
Loan to value, % 48.6 47.5 nm. 49.5
Interest cover ratio, times 31 25 nm 3.6
Property market value, MSEK 31,322 26,996 16 31,437
EPRA NAV per share, SEK (Note 4) 112.16 96.25 16.53 107.71
WAULT (Investment Properties), years 113 8.7 nm. 11.2
g{zzﬁgiéolaeratmg Properties) for comparable units at comparable exchange 547 540 ] 668

(Note 1) FY 2015 includes one-time revenue of MSEK 60 in Q3. (Note 2) Reclassification of Mr Chip Hotel Kistain June 2015, Lillehammer Hotel

inJune 2015, BEST WESTERN PLUS Hotel Prince Philip in October 2015, and Thon Hotel Fagernes in January 2016 to Operator Activities. (Note 3) FY 2015
includes extra tax cost of MSEK -29 in Q4 and compensation for tax cost of MSEK 19 in Q3. (Note 4) The total number of shares outstanding

before and after dilution is 150,000,000.

*Comparable figures in brackets refer to the corresponding period last year for profit/loss items and year-end 2015 for balance sheet items,
unless otherwise stated. For a complete set of definitions please see page 21 and 27.
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CEO comment

Pandox reports good underlying growth and stable growth in earnings in the first quarter.
Adjusted for currency effects and comparable units, net operating income increased by

1 percent despite Easter falling in March this year, which meant that the first quarter had one
business travel week fewer than last year, and despite the negative effect of the tragic terrorist
attacks in Brussels at the end of March. The driving forces were continued positive
development of the hotel market and renovated hotels that returned to full capacity and
gained market shares. Property Management benefited from rising demand and higher
average r oom Ra@uisgian and PatnedshipwitsLeonardo Hotels in Germany
developed as planned and earnings ly the hotels developed well in the quarter. Operator
Activities were negatively affected by Easter and by the terrorist attacks in Brussels.

At the time of the terrorist attacks in Brussels on 22 March, the booking situation had adjusted
to a more normal pattern and revenues from the hotels operated by Pandox itself in Brussels
had increased by approximately 2 percent compared with the same period last year.

The terrorist attacks occurred at the end of the quarter, which limited the negative effects
on revenues and net operating income from Operator Activities to approximately MSEK 11
and approximately MSEK 7 respectively in the first quarter. Including the effectin the first
quarter, the total negative effect on net operating income for full -year 2016 isestimated to
approximately MSEK 40. The majority of the remaining effect is expected to occur in the
second quarter of 2016.

Growth in the maj onaiketsywaspdsitive m thelfioskgbaster, kdespite a
negative calendar effect. The European hotel market is generally stable, but certain external
analyses indicate that the international i nbound market could soften somewhat because of the
perceived securiy situation in Europe. However, we have not seen this materialse. In this
context, Pandoxds good gasrengtra Pemand ia lomekiicarelr s i f
regional markets remained good and stable increases in RevPAR were recorded in most of
Pandox6s key markets, such as Berlin with 6 p
5 percent and Stockholm with 4 percent. The RevPAR increase in the quarter is explained by a
combination of increased occupancy rates and rising average roomrates.Int er ms of P
main individual markets, Brussels is currently the weakest for natural reasons. However, it is a
market well placed for a stable recovery.

As part of the restructuring and consolidation of the Nordic hotel market, in its Operator
Activities , Pandox has in a relatively short time taken over the operation of four hotels in
Norway and Sweden, and has entered into agreements to take over a further two hotels. These
takeoversarean at ur al part of Pandoxds strategy to
chain that benefits the company most if the conditions are not in place for a profitable lease-
basedrelationship. With an in -depth knowledge of both hotel operations and hotel properties,
Pandox can choose to run the hotel operations itselfi thereby ensuring the quality of the hotel
properties and their long -term value growth.

In order for a hotel taken over to reach its full potential the business, in most cases,needs
to be revitalised through a combination of initiatives and investmentsin brand,
management/organisation and product development. It is an improvement process that
usually takes around 18 months before the full results are seen. The latest hotels tien over
are already being run under our own and external brands that better match demand and the
h o t edsieedmarket position . In Norway, for example, Fagernes and (from 28 May 2016)
Kristiansand are being operated under the Thon Hotels brand, while th e Hotel Prince Philip in
Sweden is being operated under the Best Western PLUS brand.

All the hotels are good examples of Pandox|6

the value chain and thereby create opportunities for growth and minimise risk. By taking over
and developing underperforming hotels, Pandox is laying the foundation for a higher risk -
adjusted return over time.

With a geographically well-diversified portfolio of high quality hotel properties, Pandox is in a
strong position in a growing hotel market, creating the conditions for good long -term growth
in cash earnings.
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A property company specialised in hotels

An active hotel property owner
PandoxisoneofEur opeds | eading hot el property comp

Northern Europe. Pandox 6s -setvicehotedsgnythe upper-midto o w

high-end segment with strategic locations in key leisure and corporate destinations. Pandax is
an active owner with a business model based on long term 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. This creates business opportunitie s across the hotel value
chain.

Long leases with well-known tenants
At the end of the first quarter 2016, Pandoxds hotel pr opl8hotelg po
with a total of 24,225 hotel rooms in eight countries, with a market value of MSEK 31,322. Of
the 113 hotels, 94were leased on a longterm basis to well-known tenants with established
brands providing income stability, lower capital expenditure and risk for Pandox. For
Investment properties t he weighted average unexpired lease term (WAULT)of 11.3years. The
remaining 19 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 pre mier hotel properties in strategic cities

Geographical diversification which provides opportunity for diversification over the
business cycle

Income stability from renowned tenant base with long leases

Focus on solid 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 average payout ratio over time of approximately
50 percent. Future dividends and the size of any such dividends are dependent on
Pandoxés future perf orcashflows workingcapdah ci al po
requirements, investment plans and other factors. For 2015 a dividend of SEK 3.80 per share is
proposed representing more than 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 first quarter the loan-to-value ratio was 48.6 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
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HOTEL PROPERTIES
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Hotel market development January—-March 2016

Despite macroeconomic challenges, Europe is developing relatively well with growth in all the
major economies within the EU. The American economy is approaching full employment,
which is expected to drive pay trends and thus inflation and also monetary policy towards
more normalised interest levels. In the Nordics Sweden grows strongly, while the growth rate
in neighbouring countries is more moderate.

RevPAR development quarterly change (in local currency)
FY 2013 FY2014 FY2015 Q12015 Q22015 Q32015 Q42015 Q12016

USA 5% 8% 6% 8% 7% 6% 5% 3%
New York ' 4% 3% -2% -4% -2% 1% -2% -1%
Montreal 6% 10% 7% 8% 9% 5% 6% 5%
Europe 2% 6% 7% 6% 6% 10% 6% 3%
London' 1% 3% 2% 2% -2% 5% 1% -4%
Brussels 2% 3% 2% 2% 8% 13% -10% -8%
Berlin 0% 5% 8% 5% 15% 7% 7% 6%
Stockholm 0% 2% 9% 6% -3% 23% 11% 4%
Oslo 4% 1% 8% 1% 14% 10% 7% 2%
Helsinki -5% 2% 2% -1% -3% 6% 6% 6%
Copenhagen 6% 4% 11% 9% 10% 12% 14% 3%

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 growth in RevPAR (revenue per available room) in the quarter
amounted to 3 and 2 percent respectively. In the US the growth was driven by average room
rates, while the occupancy rate was unchanged. New York was affected by a strong dialr and
significant new capacity, among other things, resulting in a negative change in RevPAR in the
quarter. Overall, the American hotel market continued to grow, albeit at a slower rate. The
market in Montreal was favoured by a strong American dollar and continued good demand in
the meeting and conference segments. The attractiveness of Montreal as a destination for both
business and leisure travellers has been enhanced by increased marketing and infrastructure
investments, which have benefited the local hotel market. Overall, RevPAR grew by 5 percent
in the quarter, mainly driven by improvements in both demand and average room rates.

The hotel markets in Europe performed positively in the quarter despite the fact that this year
Easter fell in March. For Europe as a whole, RevPAR increased by 3percent with southern and
eastern Europe exhibiting the strongest growth . The terrorist attacks in Brussels on

22 March had a very negative effect on the Brussels hotemarket, with a decline in RevPAR in
March and the first quarter of -19 and-8 percent respectively. The terrorist attacks
contributed to a certain negative effect on travel from international markets into Europe. The
effect on countries and regional cities that are considered safer is limited. Berlin saw an
increase in RevPAR of 6 percent in the quarterand the German market in total grew 3 percent.
In London , RevPAR decreased by4 percent, mainly as a consequence of significant new
capacity.

The Nordic hotel market had a generally strong quarter, with stable growth in several large
cities and regional hubs despite the Easter effect. The growth was driven both by improved
average room rates and by increased demand. In Stockholm RevPAR increased by 4 perent
in an environment of high economic activity. Growth in Copenhagen was 3 percent, driven in
equal parts by demand and average room rates. The hotel markets in Norway benefited from
relatively strong private consumption and a weak Norwegian krona, with R evPAR in Oslo
increasing by 2 percent. Helsinki, which ended 2015 with two positive quarters, once again
demonstrated good growth with an increase of 6 percent in the quarter driven by improved
occupancy rates.
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Financial development January—-March 2016

Comparable figures in brackets refer to the corresponding period the previous year
for profit/loss items and year-end 2015 for balance sheet items, unless otherwise
stated.

Revenue from Property Management amounted to MSEK 386 (332), an increase of 16 percent
including revenue from the 18 acquired German hotels for the full quarter . Adjusted for
currency effects and comparable units, revenue increased by 1 percent, despite Easter falling
in March this year and the first quarter for this this reason had one business travel week fewer
than the same period last year.

Revenue from Operator Activities amounted to MSEK 442 (367), an increase of
20 percent, and included revenue from Thon Hotel Fagernes for the full quarter. Adjusted for
currency effects and comparable units, revenue increased by 4 percent and RevPAR by
1 percent, despite calendar effecs and theterrorist attacks in Brussels.

Apart from Brussels, both the business segments benefited from a good hotel market with
increased market shares for renovated and repositioned hotels.

The Groupbs net sales amounted to
for currency effects and comparable units, sales increased by 3 percent.

M Sdfiteds 2 8

Net operating income from Property Management, which corresponds to gross profit,
amounted to MSEK 320 (260), an increase of 23 percent including acquisitions and
reclassifications. Adjusted for currency effects and comparable units, net operating income
increased by 1 percent, despite a negative calendar effect. The increase ixplained by
renovated hotels that have returned to full capacity and gained market shares.

Net operating income from Operator Activities, which corresponds to gross profit plus
depreciation included in Operator Activities costs, amounted to MSEK 54 (51), an increase of
6 percent. Adjusted for currency effects and comparable units, net operating income decreased
by 0.5 percent. The decrease is mainly due to Brussels, calendar effect and Grand Hotel Oslo,
which is undergoing renovation.

The terrorist attacks in Brussels at the end of March had a negative effect on net operating
income of approximately MSEK 7 in the quarter.

Total net operating income amounted to MSEK 374 (311), an increase of 20 percent.

Central administration costs amou nted to MSEK -24 (-21).

EBITDA (gross profit plus depreciation included in costs for Operator Activities, less central
administration costs, excluding depreciation) amounted to MSEK 350 (290), an increase of
21 percent, which can be explained by mproved underlying net operating income for both
Property Management and Operator Activities.

Financial expense amounted to MSEK-114 ¢115), a decrease of MSEK Einancial income
amounted to MSEK O (1).
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Profit before changes in value amounted to MSEK 200 (144), an increase of 39 percent.

Unrealised changes in value for Investment Properties amounted to MSEK 200 (363) and are
mainly explained by yield compression and thereby lower discount rates in the valuation of
Il nvest ment Properties, and also to a certain extent the underl yi
property portfolio. Realised changes in value for Investment Properties amounted to
MSEK 159 and are attributable to the divestment of eight hotel properties in Sweden, which
was completed on 31 March 2016.
Changes in the value of derivatives amounted to MSEK-124 (-33).

Current tax amounted to MSEK -1 (-5). Deferred tax expense amounted to MSEK-58 (-95),

Profit for the period amounted to MSEK 376 (374) and profit for the period attributable to the
Parent Companyo6s shareholders amounted to MSEK 374 (374), which
SEK 2.49 (2.49) per shareafter full dilution.

Cash earnings amounted to MSEK 235 (171), an increase of 37 percent.

Scandic Grand Marina, Helsinki
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