▪

Revenue from Property Management amounted to
MSEK 791 (568). Adjusted for currency effects and
comparable units, the increase was 0.5 percent

▪

Revenue from Property Management amounted to
MSEK 1,412 (1,042). Adjusted for currency effects
and comparable units, the increase was 0.5 percent

▪

Net operating income from Property Management
amounted to MSEK 664 (485). Adjusted for currency
effects and comparable units, the decrease was
0.6 percent

▪

Net operating income from Property Management
amounted to MSEK 1,192 (881). Adjusted for
currency effects and comparable units, the decrease
was 0.3 percent

▪

Net operating income from Operator Activities
amounted to MSEK 167 (139). Adjusted for currency
effects and comparable units, the increase was
15 percent

▪

Net operating income from Operator Activities
amounted to MSEK 233 (221). Adjusted for currency
effects and comparable units, the increase was
17 percent

▪

EBITDA amounted to MSEK 794 (594)

▪

EBITDA amounted to MSEK 1,354 (1,044)

▪

Cash earnings amounted to MSEK 536 (425)

▪

Cash earnings amounted to MSEK 873 (715)

▪

Cash earnings per share amounted to
SEK 3.18 (2.67)

▪

Cash earnings per share amounted to
SEK 5.18 (4.48)

▪

Profit for the period amounted to MSEK 763 (887)

▪

Profit for the period amounted to MSEK 1,215 (1,414)

▪

Earnings per share amounted to SEK 4.53 (5.61)

▪

Earnings per share amounted to SEK 7.22 (8.92)

▪

EPRA NAV per share amounted to
SEK 153.97 (132.55)

Pandox is reporting growth in total net operating income of 33 percent
and growth in net asset value of 20 percent, on an annualised basis, in
the second quarter. The drivers were profitable acquisitions in new,
large hotel markets, sustained strong growth in Brussels and good
underlying demand in the hotel market.
Adjusted for currency effects and comparable units, revenue in
Property Management increased marginally, while net operating income
fell correspondingly, including a slightly negative renovation effect. The
investment properties acquired in 2017 in the UK and Ireland, which are
not part of the comparable portfolio, demonstrated strong growth. The
comparable growth (pro forma) in revenue for these properties is
estimated at around 10 percent for the second quarter.
In Operator Activities the solid growth rate was sustained, both for
revenue and net operating income, driven by an increase in business
travel and more and larger conferences, mainly benefitting the hotels in
Brussels due to their strong market position.
In Montreal development was weaker due to strong comparative
figures and new capacity.
The underlying demand in the hotel market remained positive in the
quarter with good average price development. RevPAR growth in several
large hotel markets in Europe, including Germany, was negatively
affected by there being fewer business days in May, which a stronger
June was not able to fully compensate for. Combined with a weaker
trade fair calendar and strong comparative figures, the result was
somewhat uneven growth distribution in the portfolio. At the country
level, rental growth in the comparable portfolio was strongest in Sweden
(+5 percent) and weakest in Switzerland (-7 percent). Destinations with
particularly strong rental income development were Malmö,
Gothenburg, Oslo, Frankfurt and Munich.
In Stockholm rental income grew by 3 percent, mainly driven by good
growth in hotel markets outside the city centre.

Pandox’s portfolio acquisition in the UK and Ireland has had a good
start, and the hotel properties had a very good development in the
quarter. The hotels in the portfolio are all well renovated with strong
locations in expansive regional hubs such as Glasgow, Belfast, Dublin,
Manchester and Birmingham. Measured at the portfolio level, the hotels’
RevPAR increased by around 9 percent in the first half of 2018. Pandox
continues to see good potential for increasing the acquired hotels’
market share as renovations already completed reach their full effect.
Work on further developing the hotel products through smart
investments to, for example, add more beds or more rooms is in the
early stages, but is expected to make a positive contribution over time.

During the quarter Pandox continued to focus on identifying additional
cash-flow driving investments in the existing portfolio.
Examples of such investments are:
(1)
(2)
(3)

Infill; more beds in existing rooms
Conversion of unproductive spaces into new rooms
Expansion by adding new floors and buildings

At the end of the period, committed investments for future projects
amounted to around MSEK 940, which is a good starting level. New
projects include an upgrade of Crown Plaza in Brussels to further
establish its position as one of the city’s leading meeting hotels.

Growth in the hotel market is in line with Pandox’s expectations and the
hotel properties are in general developing well in their respective
submarkets. Underlying demand is good and is supported by good
economic growth and increased international travel. In certain markets
new hotel capacity is having an adverse effect on growth in the short
term. In total, market conditions are favourable, laying the foundation
for a stable positive development in 2018. The transaction market is
active and additional acquisitions are possible.

Germany, similar to several other European markets, had a weak May
due to fewer business days. This, combined with a weak trade fair
calendar, mainly impacted Cologne, Düsseldorf and Hannover
negatively. The leisure segment remained active, but was not fully able
to compensate for the loss of revenue from more the profitable corporate
segment. RevPAR for Germany as a whole fell by around 4 percent in the
April–May period according to STR Global. Based on a higher level of
activity in June, it is reasonable to expect stronger growth for the
quarter as a whole.

The hotel markets in Pandox’s portfolio benefitted in general from
sustained, broad economic growth globally and from good demand in
the travel and hotel industries in the quarter.
The negative calendar effect from the first quarter was neutralised in
the second quarter and made a positive contribution to market growth.
In Europe, however, fewer business days in May resulted in a weaker
hotel market compared to the same month in 2017 according to industry
statistics.
International demand, measured in international arrivals, was strong.
Preliminary arrival statistics for January–April show growth of around
7 percent in Europe, according to the United Nations World Tourism
Organization (UNWTO). UNWTO’s outlook remains positive and strong
demand in international travel is expected this summer.

The hotel market in the UK consists of two “markets”. One is London
which has a higher share of international demand and the other is UK
Regional, with a higher share of domestic demand where Pandox has its
focus.
During the April–May period RevPAR increased in UK Regional by
1 percent. This is in line with the forecasts of external analysts of a
RevPAR increase of 1–2 percent for the full year 2018.
Pandox’s total portfolio in the UK and Ireland had significantly higher
RevPAR growth than UK Regional in the quarter.
In London RevPAR fell by 4 percent in the April–May period, mainly
due to new capacity and slightly lower international demand.
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 growth in the short term. All of these
cities are, however, large expansive destinations and attractive hotel
markets with good underlying demand.

The Nordic countries had stable growth in the quarter, supported by
good underlying growth in demand for hotel nights and a neutralised
calendar effect.
Demand increased at the same rate as supply in Sweden, resulting in
stable occupancy. Average prices increased by 2 percent, providing a
corresponding increase in RevPAR. RevPAR in Stockholm increased by
5 percent in the quarter, driven by improved average prices and a
positive calendar effect in April. Growth was even stronger in
Gothenburg and Malmö where RevPAR increased by 8 and 15 percent
respectively, driven by increased occupancy and higher average prices.
In Oslo RevPAR increased by 8 percent in the quarter, mainly due to
increased average prices.
Copenhagen once again had good growth in the quarter, supported by
higher demand due to the Ice Hockey World Championship in May.
Altogether RevPAR increased by just over 5 percent.
Finland continued to develop well in a good economic climate, with an
increase in RevPAR of 3 percent in the quarter, supported by a strong
regional hotel market. In Helsinki RevPAR fell by 1 percent in the
quarter, explained by a strong comparison quarter in 2017 when there
were three large medical conferences.
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RevPAR in Montreal fell by 8 percent in April–May, mainly explained by
strong comparison figures in the same period in 2017 when Canada and
Montreal celebrated the anniversary year with a packed event calendar.
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RevPAR increased by 13 percent in Brussels in the April–June period,
driven by a strong conference market and an improved leisure segment.

Revenue from Property Management amounted to MSEK 791 (568), an
increase of 39 percent, mainly explained by acquired growth in the lease
portfolio, and helped by earlier reclassifications.
A change in accounting procedures for other property revenue relating
to portfolio acquisitions in the UK and Ireland (from net to gross)
increased revenue by MSEK 30, half of which is for the first quarter.
Adjusted for currency effects and comparable units, revenue increased
by 0.5 percent, including a slightly negative renovation effect.
The recently acquired investment properties in the UK and Ireland,
which are not part of the comparable portfolio, showed strong and
profitable growth during the quarter.
Revenue from Operator Activities amounted to MSEK 565 (555), an
increase of 2 percent. Adjusted for currency effects and comparable
units, revenue increased by 3 percent and RevPAR by 4 percent.
The Group’s net sales amounted to MSEK 1,356 (1,123). Adjusted for
currency effects and comparable units, net sales increased by 2 percent.

Net operating income from Property Management amounted to
MSEK 664 (485), an increase of 37 percent.
An accounting change for other property revenue relating to portfolio
acquisitions in the UK and Ireland (from net to gross) increased costs,
excluding property administration, by MSEK 30, half of which is for the
first quarter.
Adjusted for currency effects and comparable units, net operating
income decreased by 0.6 percent.
Net operating income from Operator Activities amounted to
MSEK 167 (139), an increase of 20 percent. Adjusted for currency effects
and comparable units, net operating income increased by 15 percent.
Total net operating income amounted to MSEK 831 (624), an increase
of 33 percent.

Financial expense amounted to MSEK -198 (-131). 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 0 (0).

Profit before changes in value amounted to MSEK 558 (417), an increase
of 34 percent.
Unrealised changes in value for Investment Properties amounted to
MSEK 297 (634) 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 13 ( ) and is for the
reversal of a guarantee for past divestments.
Unrealised changes in value of derivatives amounted to
MSEK -24 (71).
Current tax amounted to MSEK -60 (-38).
Deferred tax expense amounted to MSEK -21 (-197), including a
revaluation of the Group’s deferred tax assets which reduced the Group’s
tax liabilities by MSEK 104.
Profit for the period amounted to MSEK 763 (887) and profit for the
period attributable to Parent Company shareholders amounted to
MSEK 760 (883), which is equivalent to SEK 4.53 (5.61) per share.
Cash earnings amounted to MSEK 536 (425), an increase of
26 percent.

Central administration costs amounted to MSEK -37 (-30).
EBITDA amounted to MSEK 794 (594), an increase of 34 percent.
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Revenue from Property Management amounted to MSEK 1,412 (1,042),
an increase of 35 percent, mainly explained by acquired growth in the
lease portfolio and by reclassifications.
An accounting change for other property revenue relating to portfolio
acquisitions in the UK and Ireland (from net to gross) increased revenue
by MSEK 30.
Adjusted for currency effects and comparable units, revenue increased
by 0.5 percent.
The recently acquired investment properties in the UK and Ireland,
which are not part of the comparable portfolio, demonstrated strong and
profitable growth.
Revenue from Operator Activities amounted to MSEK 966 (1,076), a
decrease of 7 percent, which reflects the reclassifications made.
Adjusted for currency effects and comparable units, revenue increased
by 3 percent and RevPAR by 4 percent.
The Group’s net sales amounted to MSEK 2,408 (2,118). Adjusted for
currency effects and comparable units, net sales increased by 2 percent.

Net operating income from Property Management amounted to
MSEK 1,192 (881), an increase of 35 percent. Adjusted for currency
effects and comparable units, net operating income decreased by 0.3
percent.
An accounting change for other property revenue relating to portfolio
acquisitions in the UK and Ireland (from net to gross) increased costs,
excluding property administration, by MSEK 30.
Net operating income from Operator Activities amounted to
MSEK 233 (221), an increase of 5 percent. Adjusted for currency effects
and comparable units, net operating income increased by 17 percent.
Total net operating income amounted to MSEK 1,425 (1,102), an
increase of 29 percent.

Financial expense amounted to MSEK -385 (-262). 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 (1).

Profit before changes in value amounted to MSEK 893 (697), an increase
of 28 percent.
Unrealised changes in value for Investment Properties amounted to
MSEK 445 (942) and are due to a combination of higher cash flows and
a lower valuation yield in the comparable portfolio.
Realised changes in value amounted to MSEK 27 ( ) and relate to the
reversal of a guarantee for past divestments.
Unrealised changes in value of derivatives amounted to
MSEK 59 (148).
Current tax amounted to MSEK -97 (-68).
Deferred tax expense amounted to MSEK -112 (-305), including a
revaluation of the Group’s deferred tax assets which reduced the Group’s
tax liabilities by MSEK 104.
Profit for the period amounted to MSEK 1,215 (1,414) and profit for the
period attributable to Parent Company shareholders amounted to
MSEK 1,210 (1,405), which represents SEK 7.22 (8.92) per share.
Cash earnings amounted to MSEK 873 (715), an increase of
22 percent.

Central administration costs amounted to MSEK -71 (-58).
EBITDA amounted to MSEK 1,354 (1,044), an increase of 30 percent.
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Rental income and other property income amounted to MSEK 791 (568)
and net operating income to MSEK 664 (485), an increase of 39 and 37
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.
An accounting change for other property revenue and costs excluding
property administration, relating to the portfolio in the UK and Ireland
(from net to gross) increased these items by SEK 30 million each, half of
which is for the first quarter.
Adjusted for currency effects and comparable units, total rental
income increased by 0.5 percent, while net operating income fell by
0.6 percent, including a slightly negative renovation effect.
Taking into account the acquired properties in the UK and Ireland
(pro forma), the total comparable growth in rental income was around
4 percent.
Growth in the comparable portfolio of revenue-based leases was
positive in Sweden, Norway and Austria and slightly negative in
Germany, Denmark and Finland. Individual cities with particularly
strong rental income growth were Malmö, Gothenburg, Oslo, Frankfurt
and Munich.
In Stockholm rental income grew by 3 percent, mainly driven by good
growth in hotel markets outside the city centre.
In Helsinki rental income fell by 2 percent due to a strong comparison
quarter in 2017 when there were three large conferences.

Sweden

7%

UK
Germany

2%

6%

6% 2%
31%

Norway

22%

Germany

46%

UK

10%

Finland

Belgium
Other

Belgium
Canada

8%

Finland
Denmark

Revenue from Operator Activities amounted to MSEK 565 (555), an
increase of 2 percent.
Net operating income amounted to MSEK 167 (139), an increase of
20 percent.
The operating margin was 29.6 percent (25.0).
Adjusted for currency effects and comparable units, revenue and net
operating income increased by 3 and 15 percent respectively, supported
by continued good growth in Brussels and Germany. Montreal faced
another strong comparison quarter from the anniversary year, 2017, and
was also affected by competing hotel capacity in facilities previously
under renovation being reintroduced into the market.
Adjusted for currency effects and comparable units, RevPAR increased
by 4 percent.
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At the end of the period, Pandox’s property portfolio had a total market value of MSEK 53,064 (50,121), of
which MSEK 45,744 (42,548) was for Investment Properties and MSEK 7,320 (7,573) for Operating Properties.
At the same point in time, the carrying amount of the Operating Properties portfolio was MSEK 5,331 (5,668).
On 30 June, 2018, the Investment Properties had a weighted average unexpired lease term (WAULT) of 15.3
years (31 December 2017: 15.6).
A total of two hotel properties in Brussels have been reclassified to Property Management during the year.
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During the period January-June 2018, investments in the existing portfolio, excluding acquisitions, amounted
to MSEK 293 (320), of which MSEK 162 (203) in Investment Properties and MSEK 131 (117) in 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 940 were
approved, of which larger projects are Crown Plaza Brussels, Vildmarkshotellet, Jurys Inn Belfast, Hotel Berlin
Berlin, NH Vienna Airport, Park Amsterdam and Scandic Park Stockholm 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 loan-to-value net was 50.6 (50.8) percent. Equity attributable to the Parent Company’s
shareholders amounted to MSEK 20,171 (18,845). EPRA NAV (net asset value) was MSEK 25,789 (24,211),
corresponding to SEK 153,97 (144,54) per share. Liquid funds plus unutilised long-term credit facilities
amounted to MSEK 3,071 (3,319).
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At the end of the period the loan portfolio amounted to MSEK 27,523 (26,473). Unutilised long-term credit
facilities amounted to MSEK 2,393 (2,320).
During the quarter Pandox has refinanced loans in the amount of MSEK 2,602.
The average fixed rate period was 2.7 (2.6) years and the average interest rate, corresponding to the interest
rate level at the end of the period, was 2.7 (2.6) percent including effects of interest-rate swaps. The average
repayment period was 3.0 (3.3) years. The loans are secured by a combination of mortgage collateral and
pledged shares.
To manage interest rate risk and increase the predictability of Pandox’s earnings, interest rate derivatives,
mainly interest rate swaps, are used. At the end of the period Pandox had interest rate swaps amounting to
MSEK 17,134 and around 59 percent of Pandox’s loan portfolio was hedged against interest rate movements for
periods longer than one year.

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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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 -503 (-563).
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At the end of the period deferred tax assets amounted to MSEK 561 (613). These represent 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 3,237 (3,026) and relate 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 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. The Group’s deferred tax assets and liabilities have been 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
results in a reduction of the Group’s tax liabilities in the amount of MSEK 104.
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No significant events have occurred after the period.

At the end of the period, Pandox had the equivalent of 1,120 (1,149) fulltime employees. Of the total number of employees, 1,082 (1,113) are
employed in the Operator Activities segment and 38 (36) in the Property
Management segment and in central administration.

Activities in the Pandox’s property owning companies are administered
by staff employed by the Parent Company, Pandox AB (publ). The costs
of these services are invoiced to Pandox’s subsidiaries. Invoicing during
the period January-June 2018 amounted to MSEK 43 (43), and the
profit for the period amounted to MSEK 759 (94).
At the end of the period the Parent Company shareholders’ equity
amounted to MSEK 4,603 (4,556) and interest-bearing debt of
MSEK 6,729 (6,638), of which MSEK 6,604 (5,803) in the form of longterm 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. In the quarter the dissolution of
the temporary minority holding of 5.1 percent for the two hotel
properties in Austria was completed.
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 second quarter revenue from the nine asset
management agreements amounted to MSEK 1.3 (0.8), and revenue
from Pelican Bay Lucaya amounted to MSEK 0.6 (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 16-17.

During the reorganisation period Leonardo will operate all Jurys Inn
hotels, of which 20 Pandox investment properties through management
agreements. Pandox’s compensation will be equivalent to that of
revenue-based leases including a guaranteed minimum rent and
property obligations. The intention is to replace the management
agreements with revenue-based leases no later than upon conclusion of
the reorganisation.

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 first quarter 2018 the weighted number of shares before and after
dilution amounted to 75,000,000 A shares and 92,499,999 B shares.

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.
Integration and reorganisation of the acquisition in the UK and
Ireland are operational risks with certain priority in the current year.
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.

Pandox will present the interim report for institutional investors,
analysts and media via a webcasted telephone conference, 13 July,
09:00 CEST.
To follow the presentation online go to
https://edge.media-server.com/m6/p/zyd2tfxk. 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.
SE Tollfree: 0200 883 464
SE LocalCall: +46 (0)8 5065 3942
UK Tollfree: 0800 279 7204
UK LocalCall: +44 (0)330 336 9411
US LocalCall: +1 323-794-2423
Conference ID: 2893087
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 and the
Securities Markets Act. The information was submitted for publication,
through the agency of the contact persons set out above 13 July 2018,
07:00 CEST.

More information about Pandox is available at www.pandox.se.

The Board of Directors and the CEO confirm that this report provides a fair overview of the Company’s and the Group’s business, position and results
and describes the significant risks and uncertainties facing the Company and its subsidiaries.
Stockholm, 13 July 2018

Christian Ringnes
Chairman

Bengt Kjell
Board member

Leiv Askvig
Board member

Jon Rasmus Aurdal
Board member

Ann-Sofi Danielsson
Board member

Helene Sundt
Board member

Jeanette Dyhre Kvisvik
Board member

Anders Nissen
Chief Executive Officer

This interim report has not been examined by the Company’s auditor.
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On 30 June 2018 Investment Properties had a weighted average unexpired lease term (WAULT) of 15.3 years
(31 December 2017: 15.6).
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128 of the hotel properties are leased to third parties, which means that approximately 86 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 (28 percent) is Pandox’s single largest
geographical market, measured as a percentage of the property portfolio’s total market value, followed by
Germany (17 percent), UK (15 percent), Belgium (8 percent) and Finland (7 percent).
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At the end of the period Pandox’s property portfolio consisted of 143 (31 December, 2017: 143) hotel properties
with 31,656 (31 December 2017: 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 1–23 and pages 24–26 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.
Pandox is not planning to early-adopt IFRS 16. At this time it is not possible to quantify the effects of the introduction of this IFRS, but the new lease
standard will affect Pandox’s financial statements as the Group has operating leases for premises and also site leaseholds. For an idea of the size of the
Group’s lease commitments see Note 8 Operating leases in the 2017 Annual Report. The detailed evaluation of the effects of IFRS 16 will be continued
in 2018.

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 Leonardo Hotels are tenants who account for more than 10 percent of revenues each.

In december 2017 Pandox made an agreement with Lone Star for the acquisition of a portfolio with 37 hotel businesses. The transaction is made with
Fattal Hotels Group as operating partner, whereby Pandox, following a reorganisation of the portfolio, will retain 20 investment properties and one
operating property in the UK and Ireland, and Fattal will acquire the operational platform with 36 hotel operations. The total acquisition price
amounts to MGBP 800 on a debt free basis, corresponding to approximately MSEK 9,030. The acquisition includes a loan from Leonardo of MGBP
120 to be set-off after the reorganisation, after which Pandox’s share of the total acquisition price will amount to MGBP 680, corresponding to
approximately MSEK 7,680. The transaction will be completed in 2018. Assets held for sale are not allocated to any segment.
In March 2018 Pandox signed an agreement of divestment of the hotel property Hovmästaren 1 (Scandic Ferrum) in Kiruna for MSEK 286. The buyer
is the state-owned mining company Loussavaara-Kiirunavaara AB (LKAB). Date of transfer is planned to 1 December 2018.

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 less cash and cash equivalents and short-term
investments that are equivalent to cash and cash equivalents.
Profit before changes in value plus financial expense and depreciation,
divided by financial expense.
Investments in non-current assets excluding acquisitions.

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.

Interest-bearing liabilities 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.

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

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.

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.

