Multi-Sector Holdings, Sweden

Industrivarden

Worth holding in a weak market

e NAV declined by 17% in Q1, but outperformed the market by 1 p.p.
e Low gearing provides security and opportunity
e Target price down to SEK 220 (250); reiterate HOLD

Still room to manoeuvre

We estimate that Industrivarden’s gearing (net-debt-to-total-assets) is now 5%.
Given the target of 0-10%, we calculate that Industrivarden has available capital
of around SEK 4.9bn and is well placed to deal with challenges and seize any
emerging opportunities. Having reviewed the portfolio, we continue to believe this
is a share that will withstand a weaker global economy. We stick to HOLD, but
lower our target price to SEK 220 (250).

Q1 in a nutshell

At the end of the quarter, Industrivarden’s NAV was SEK 216 per share. This
represents a 17% decline, including reinvested dividends, outperforming the
total Return Index (SIXPRX) by 1 p.p. The outperformance is mainly
attributable to holdings in SCA, Essity and Ericsson. During the quarter,
Industrivérden invested a total of SEK 662m, of which 51% went into SCA and
49% to Sandvik. Due to uncertainty caused by the COVID-19 outbreak, the
board decided to withdraw its dividend proposal, in line with many of its
holdings. However, if circumstances change, an extra general meeting may be
held this autumn to decide on a dividend.

Weather the storm

On our estimates, Industrivarden’s NAV per share is currently SEK 211, which
implies that the share is trading at a 4.5% discount to NAV on yesterday’s closing,
somewhat below its three-year average of 12%. We note that only a week ago
the discount was 11%, so there is no denying the high market volatility. Yet, with
its low gearing, we believe this is a share worth holding in case market conditions
deteriorate further.

Fredrik Olsson, +46722357025, froll6@handelsbanken.se

Company page on Handelsbanken’s REON

SEKm Value Value per share (SEK)
Total assets 96 751 222.3
Net cash/debt -4 802 -11.0
Net asset value (NAV) 91 949 211.3
Discount C-shares (%) 45
Discount A-shares (%) 3.7
Net debt/assets ratio (%) -5.0
SEK 2019 2020e
Dividend per share 0.00 6.25
Yield (%) 0.0 3.1
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Results Comment Q1 2020 April 07, 2020, 16:41 CET

Share price (SEK) Apr 07, 15:29 CET 211.3
Market cap (EURm) 8,386
Market cap (SEKm) 91,960
No of shares (m) 435
Free float (%) 58.3
Avgdaily volume ('000) 794
Avgdaily value (EURm) 15
Bloomberg INDUC SS
Reuters INDUC.ST
Web address: Link to company website

IR web address: Link to IR website

12m target return

Target price, inc. div. (SEK) 220
Expected total return (%) 4.1
Expectedtotal dividendyield (%) 2.8
2020-04-07 Votes (%) Capital (%)
Lundbergs related 29.2 20.3
Handelsbanken related 26.5 17.3
SCA related 12.6 8.3
Robur 1.8 3.3
Vanguard 1.8 2.1
Number of A-shares (m) 167.0
Number of C-shares (m) 167.0
Total number of shares (m) 435.2
Free float (%) 50.0

Absolute and relative performance

SEK

260 126%
240 116%
220 107%
200 97%
180 87%
160 78%

May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr
— Industrivarden  rel. DJ Euro STOXX (RHS)

Share performance (%) -1m -3m -12m
Absolute: 3.7 8.0 25
Absolute EUR: -7.0 1.7 -2.5
Relative DJStoxx: 8.4 18.0 21.4

52w range (SEK): 253.3/169.3

Source: Handelsbanken Capital Markets

For full disclaimer and definitions, please refer to the end of this report.

Source: FactSet
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Table 1: Portfolio
Weight Interest (%)

SEKm Rec Sector Value (%) cap. votes /share
Sandvik Buy Industrials 21855 22.6 12.6 12.6 50.2
SHB Hold* Financials 16 212 16.8 10.2 10.4 37.3
Volvo A Buy Industrials 18 676 19.3 6.7 22.0 429
Volvo B Buy Industrials 436 0.5 0.2 0.2 1.0
SCAA Buy Materials 3284 3.4 9.5 29.7 75
SCAB Buy Materials 3684 3.8 8.5
ESSITY A Acc* Cons. Stap. 9758 10.1 9.5 29.8 22.4
ESSITY B Acc* Cons. Stap. 9410 9.7 216
SSAB A Hold Materials 964 1.0 11.4 18.2 2.2
SSAB B Hold Materials 0 0.0 0.0
Ericsson Buy IT 7 164 7.4 2.6 15.1 16.5
Skanska Hold Industrials 4854 5.0 6.9 23.9 11.2
Other assets 454 0.5 1.0
Total assets 96 751 100.0 222.3
Net Cash/Debt -4 802 -5.0 -11.0
Net asset value (NAV) 91 949 211.3

* Consensus estimates

Portfolio view Portfolio composition
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Source: Handelsbanken Capital Markets

Figure 1. Discount history
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Ownership structure Investment case summary
2020-04-07 Votes (%) Capital (%) Attractive for the long-term investor

Industrivarden offers exposure to a listed and geared portfolio that
Lundbergs related 29.2 20.3 s relatively cyclical. A majority of the holdings have a clear
Handelsbanken related 26.5 17.3 international presence benefiting from global growth.
SCA related 126 8.3 Good play on improving macro
Robur 18 33 In our view, Industrivirden should outperform the sector and the
Vvanguard 1.8 2.1 OMXS30 index as global growth improves, given the geared and

relatively cyclical portfolio.

Number of A-shares (m) 167.0 . . .

Number of C-shares (m) 1670 Core holdings make for rather static portfolio

Total number of shares (m) 4350 Industrivarden's control structure confines its flexibility in terms of
Free float (%) 50,0 Portfolio alterations. This may limit manoeuvrability to seize

growth opportunities in new sectors
Source: Handelsbanken Capital Markets

Source: Handelsbanken Capital Markets

Dividend (ordinary) and 10-year bond yield %
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ESG analysis, environmental
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Source: Company data, Handelsbanken Capital Markets
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Momentum

Share price and recommendation

Target and share price

SEK SEK
260 260
Buy
240 240
220 220
old
200 200 J V‘\\/J V\\/'\//
' =]
180 180
Sell
160 160
18 19 20 Apr  May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr
— Industrivarden — SHB — Cons. — Industrivarden — SHB — Cons.
Source: Handelsbanken Capital Markets and FactSet
Opportunities Risks

e Industrivarden offers exposure to a number of international blue-chip
companies

e Holdings are spread across a number of sectors, so the portfolio is well
diversified

Source: Handelsbanken Capital Markets

Peer group valuation

e Exposure to general stock market volatility
e Cyclical portfolio with gearing

Source: Handelsbanken Capital Markets

CCY Price (SEK) Mcap (EURm) Tot. div. yield (%)
2020e

Bure SEK 160 1,010 1.7
Eastnine SEK 105 213 2.7
Industrivarden SEK 21 8,386 2.8
Investor SEK 454 31,515 3.3
Kinnevik SEK 174 4,385 0
Latour SEK 142 8,309 1.9
Lundbergs SEK 404 9,132 0.9
Ratos SEK 211 613 1.5
Svolder* SEK 95.7 223 2.3
Oresund SEK 100 415 6.6
Average 184 3.4
Median 142 25
Average excl. Bure 187 3.6
Median excl. Bure 124 2.7
Source: Handelsbanken Capital Markets and FactSet
Per share data
m 2015 2016 2017 2018 2019 2020e 2021e 2022e
Nr of shares, year-end 395.7 435.2 435.2 435.2 435.2 435.2 435.2 435.2
Nr of shares, average 462.7 415.5 435.2 435.2 435.2 435.2 435.2 435.2
DPS - ordinary (SEK) 5.0 53 5.5 5.8 - 6.0 6.3 6.5
Source: Handelsbanken Capital Markets

Management Company profile

CEO Helena Stjemholm  Industrivarden is one of the largest investment companies in the Nordic region. It aims

CFO Martin Hamner  t© be a long-term owner of a concentrated portfolio of Nordic listed companies.

IR SverkerSivall

Phone number +46 666 64 00

Handelsbanken capital Markets
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Disclaimer

Recommendation structure and allocations

Handelsbanken Capital Markets Equity Research (HCM) employs a three-graded recommendation scale.
The recommendations reflect the analyst’'s assessment of how much the share price may appreciate or
depreciate in absolute terms in a 12-month time horizon and takes into account risks related to both
fundamental expectations and share performance. This assessment is not based on a proprietary HCM
model and the basis for the analyst’s assessment is dependent on the characteristics of the sector and the
company and a multitude of fundamental and timing factors are incorporated. For more detailed information
about the recommendation structure please consult the Handelsbanken Capital Markets website:
https://www.researchonline.se/desc/recstruct. Investment ratings are determined by the ranges described in
the table below. The recommendations do not represent the analyst’s or the bank’s assessment of the
company’s fundamental value or quality. The recommendations and absolute performance intervals,
together with the allocation of the rating categories amongst companies under coverage and amongst
companies under coverage for which Handelsbanken has provided investment banking services in the past
12 months are listed below:

Ratings: definitions and allocations

HCM rating Rrp is expected to be! HCM Universe? IB services®
Buy above 10% 49% 11%
Hold between 0% and +10% 36% 20%
Sell below 0% 16% 16%

1 Ryp is defined as the expected share price appreciation or depreciation including dividends over the next 12 months
2 Percentage of companies under coverage within each recommendation
3 Percentage of companies within each recommendation for which investment banking services have been provided in the past 12 months

Source: Handelsbanken Capital Markets, as per 7/4 2020

Recommendations are continuously reviewed by the analyst and monitored by the Research Management
and will be updated and/or refreshed regularly. The rationale behind a change in recommendation will be
explained in such a refresher/update.

A list of all recommendations made by investment research during the preceding 12-month period is
available here: https://www.researchonline.se/desc/rechist.

The target price (TP) is the analyst’s assessment of the level at which the share should be traded in a 12-
month period. The TP is used as a basis for the recommendation (see explanation above) and takes into
account timing-related issues and triggers, such as relative valuation and newsflow. The TP does not
represent the analyst’s or the bank’s assessment of the company’s fundamental value or quality.

Unless otherwise specified, share prices mentioned in this report refer to the closing price of the previous
day.

Risk warning

All investments involve risks and investors are encouraged to make their own decision as to the
appropriateness of an investment in any securities referred to in this report, based on their specific
investment objectives, financial status and risk tolerance. The historical return of a financial instrument is not
a guarantee of future return. The value of financial instruments can rise or fall, and it is not certain that you
will get back all the capital you have invested. At times, the expected total returns may fall outside of the
above stated ranges because of price movement and/or volatility. Such interim deviations from specified
ranges will be permitted but will become subject to review by Research Management.

Valuation and methodology

Target prices, outlooks and recommendations expressed in this research report are based on a combination
of valuation models, such as discounted cash flow (DCF) and relative valuation to peers using ratios such as
price-to-earnings (P/E), enterprise-value-to-operating-profit (EV/EBITDA), price-to-book (P/B) and earnings
models. Sales and earnings forecasts are based on historical financial data as reported by the company and
the analyst's expectations for company-specific performance are derived from expectations of micro- and
macroeconomic developments. The company's different business segments are modelled separately in this
process and then aggregated to achieve group forecasts for sales, earnings, cash flow and the balance

Handelsbanken capital Markets 5
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sheet. For more detailed information about the valuation and methodology please consult the
Handelsbanken Capital Markets website: https://www.researchonline.se/desc/disclaimers.

Research disclaimers

Handelsbanken Capital Markets, a division of Svenska Handelsbanken AB (publ) (collectively referred to
herein as ‘SHB’), is responsible for the preparation of research reports. SHB is regulated in Sweden by the
Swedish Financial Supervisory Authority, in Norway by the Financial Supervisory Authority of Norway, in
Finland by the Financial Supervisory Authority of Finland and in Denmark by the Danish Financial
Supervisory Authority. All research reports are prepared from trade and statistical services and other
information that SHB considers to be reliable. SHB has not independently verified such information.

In no event will SHB or any of its affiliates, their officers, directors or employees be liable to any person for
any direct, indirect, special or consequential damages arising out of any use of the information contained in
the research reports, including without limitation any lost profits even if SHB is expressly advised of the
possibility or likelihood of such damages.

The views contained in SHB research reports are the opinions of employees of SHB and its affiliates and
accurately reflect the personal views of the respective analysts at this date and are subject to change. There
can be no assurance that future events will be consistent with any such opinions. Each analyst identified in
this research report also certifies that the opinions expressed herein and attributed to such analyst
accurately reflect his or her individual views about the companies or securities discussed in the research
report. This research report does not, and does not attempt to, contain everything material that there is to be
said about the company or companies described herein. For additional information about our research
methodology please visit, https://reon.researchonline,se/desc/disclaimers.

Research reports are prepared by SHB for information purposes only. The information in the research
reports does not constitute a personal recommendation or personalised investment advice and such reports
or opinions should not be the basis for making investment or strategic decisions. This document does not
constitute or form part of any offer for sale or subscription of or solicitation of any offer to buy or subscribe for
any securities nor shall it or any part of it form the basis of or be relied on in connection with any contract or
commitment whatsoever. Past performance may not be repeated and should not be seen as an indication of
future performance. The value of investments and the income from them may go down as well as up and
investors may forfeit all principal originally invested. Investors are not guaranteed to make profits on
investments and may lose money. Exchange rates may cause the value of overseas investments and the
income arising from them to rise or fall. This research product will be updated on a regular basis.

No part of SHB research reports may be reproduced or distributed to any other person without the prior
written consent of SHB. The distribution of this document in certain jurisdictions may be restricted by law and
persons into whose possession this document comes should inform themselves about, and observe, any
such restrictions.

The report does not cover any legal or tax-related aspects pertaining to any of the issuer’s planned or
existing debt issuances.

Please be advised of the following important research disclosure statements:

SHB employees, including analysts, receive compensation that is generated by overall firm profitability.
Analyst compensation is not based on specific corporate finance or debt capital markets services. No part of
analysts’ compensation has been, is or will be directly or indirectly related to specific recommendations or
views expressed within research reports.

From time to time, SHB and/or its affiliates may provide investment banking and other services, including
corporate banking services and securities advice, to any of the companies mentioned in our research.

We may act as adviser and/or broker to any of the companies mentioned in our research. SHB may also
seek corporate finance assignments with such companies.

We buy and sell securities mentioned in our research from customers on a principal basis. Accordingly, we
may at any time have a long or short position in any such securities. We may also make a market in the
securities of all the companies mentioned in this report. [Further information and relevant disclosures are
contained within our research reports.]
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SHB, its affiliates, their clients, officers, directors or employees may own or have positions in securities
mentioned in research reports.

In conjunction with services relating to financial instruments, the Bank may, under certain circumstances, pay
or receive inducements, i.e. fees and commission from parties other than the customer. Inducements may be
both monetary and non-monetary benefits. If inducements are paid to or received from a third party, it is
required that the payment must aim to improve the quality of the service, and the payment must not prevent
the Bank from safeguarding the customer's interests. The customer must be informed about such
remuneration that the Bank receives. When the Bank provides investment research, the Bank receives minor
non-monetary benefits. Minor non-monetary benefits consist of the following:

Information or documentation about a financial instrument or an investment service that is general in
character.

Written material produced by a third party that is an issuer to market a new issue.

Participation at conferences and seminars regarding a specific instrument or investment service

Corporate hospitality up to a reasonable amount.

The Bank has adopted Guidelines concerning Research which are intended to ensure the integrity and
independence of research analysts and the research department, as well as to identify actual or potential
conflicts of interests relating to analysts or the Bank and to resolve any such conflicts by eliminating or
mitigating them and/or making such disclosures as may be appropriate. As part of its control of conflicts of
interests, the Bank has introduced restrictions (“Information barriers”) on communications between the
Research department and other departments of the Bank. In addition, in the Bank’s organisational structure,
the Research department is kept separate from the Corporate Finance department and other departments
with similar remits. The Guidelines concerning Research also include regulations for how payments, bonuses
and salaries may be paid out to analysts, what marketing activities an analyst may participate in, how
analysts are to handle their own securities transactions and those of closely related persons, etc. In addition,
there are restrictions in communications between analysts and the subject company. According to the Bank’s
Ethical Guidelines for the Handelsbanken Group, the board and all employees of the Bank must observe
high standards of ethics in carrying out their responsibilities at the Bank, as well as other assignments. For
full information on the Bank’s ethical guidelines please see the Bank’s website www.handelsbanken.com and
click through to About the bank — Sustainability at Handelsbanken — Sustainability — Policy documents and
guidelines — Policy documents — Policy for ethical standards in the Handelsbanken Group. Handelsbanken
has a ZERO tolerance of bribery and corruption. This is established in the Bank’s Group Policy on Bribery
and Corruption. The prohibition against bribery also includes the soliciting, arranging or accepting bribes
intended for the employee’s family, friends, associates or acquaintances. For full information on the Bank’s
Policy against corruption please see the Bank’s website www.handelsbanken.com and click through to About
the bank — Sustainability at Handelsbanken — Sustainability — Policy documents and guidelines — Policy
documents — Policy against corruption in the Handelsbanken Group.

When distributed in the UK
Research reports may be distributed in the UK by SHB.

UK customers should note that neither the UK Financial Services Compensation Scheme for investment
business nor the rules of the Financial Conduct Authority made under the UK Financial Services and
Markets Act 2000 (as amended) for the protection of private customers apply to this research report and
accordingly UK customers will not be protected by that scheme.

This document may be distributed in the United Kingdom only to persons who are authorised or exempted
persons within the meaning of the Financial Services and Markets Act 2000 (as amended) (or any order
made thereunder) or (i) to persons who have professional experience in matters relating to investments
falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005
(the “Order”), (ii) to high net worth entities falling within Article 49(2)(a) to (d) of the Order or (iii) to persons
who are professional clients under Chapter 3 of the Financial Conduct Authority Conduct of Business
Sourcebook (all such persons together being referred to as “Relevant Persons”).

When distributed in the United States

Important Third-Party Research Disclosures:

SHB research is not “globally branded” research and each recipient of SHB research is advised that in the
United States, SHB research is distributed by Handelsbanken Markets Securities, Inc., (‘HMSI”) an affiliate
of SHB. HMSI does not produce research and does not employ research analysts. SHB research and SHB
research analysts and its employees are not subject to FINRA’s research analyst rules which are intended to
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prevent conflicts of interest by, among other things, prohibiting certain compensation practices, restricting
trading by analysts and restricting communications with the companies that are the subject of the research
report. SHB has no affiliation or business or contractual relationship with HMSI that is reasonably likely to
inform the content of SHB research reports; SHB makes all research content determinations without any
input from HMSI.

SHB research reports are intended for distribution in the United States solely to “major U.S. institutional
investors,” as defined in Rule 15a-6 under the Securities Exchange Act of 1934. Each major U.S. institutional
investor that receives a copy of research report by its acceptance hereof represents and agrees that it shall
not distribute or provide research reports to any other person.

Any U.S. person receiving SHB research reports that desires to effect transactions in any equity securities
discussed within the research reports should call or write HMSI. HMSI is a FINRA Member, telephone
number (+1-212-326-5153).

Industrivarden

This report has not been given to the subject company, or any other external party, prior to publication to
approve the accuracy of the facts presented. The subject company has not been notified of the
recommendation, target price or estimate changes, as stated in this report, prior to publication.

Apr 07. 2020:

Industrivarden

- Handelsbanken's analyst Fredrik Olsson has no position in Industrivarden or a related instrument.

Handelsbanken is party to an agreement with the following issuers relating to the provision of services of
investment firms over the past twelve months.

Handelsbanken has participated in a public offering of financial instruments of the subject company during
the past twelve months.

Handelsbanken beneficially owns one percent or more of any class of common equity securities of the
company that is the subject of this research report.

A senior board member of the bank is a director or advisory board member of the subject company or one of
its subsidiaries.

The subject company holds at least 5 % of Handelsbanken's common equity securities

On 2019-04-11 the recommendation Accumulate, which was set on 2019-04-10 at the share price of SEK
212, was changed to the current recommendation Hold at a share price of SEK 212.

Share prices mentioned in this report refer to the intraday price on 2020-04-07 at 15:29 CET.
For more company-specific disclosure texts, please consult the Handelsbanken Capital Markets website:

https://www.researchonline.se/desc/disclosure.
Svenska Handelsbanken AB (publ)

Stockholm Copenhagen Helsinki Oslo London New York
Blasieholmstorg 11 Havneholmen 29 Itamerenkatu 11-13 Tjuvholmen allé 11 3 Thomas More Square Handelsbanken Markets
SE-106 70 Stockholm DK-1561 Copenhagen V FI1-00180 Helsinki Postboks 1249 Vika London GB-E1W 1WY Securities, Inc.
Tel. +46 8 701 10 00 Tel. +45 33 41 8200 Tel. +358 10 444 11 NO-0110 Oslo Tel. +44 207 578 8668 875 Third Avenue, 4™ Floor
Fax. +46 8 611 11 80 Fax. +45 33 41 85 52 Fax. +358 10 444 2578 Tel. + 47 22 39 70 00 Fax. +44 207 578 8090 New York, NY 10022-7218
Fax. +47 2239 71 60 Tel. +1 212 326 5153
Fax. +1 212 326 2730
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