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Interim Report

January 1 — September 30, 2018

Highlights of the third quarter of 2018

Net Sales amounted to SEK 393,9 million (349,0)

Adjusted operating profit before depreciation (Adjusted EBITDA) amounted to SEK 19,7 million
(24,5)

Earnings before tax (EBT) decreased to SEK -16,7 million (-6,8)
Profit margin before tax (EBT%) amounted to -4,2%, (-1,9%)
Cash flow from operating activities amounted to SEK -8,7 million (13,3)

Net income for the period decreased to SEK -10,7 million (-5,9)

Highlights of the first nine months of 2018

Net Sales amounted to SEK 1 329,4 million (1 189,1)

Adjusted operating profit before depreciation (Adjusted EBITDA) amounted to SEK 75,8 million
(78.3)

Earnings before taxes (EBT) decreased to SEK -17,6 million (-6,4)
Profit margin before tax (EBT%) amounted to -1,3% (-0,5)
Cash flow from operating activities amounted to SEK 23 million (-30,2)

Net income for the period decreased to SEK -15,7 million (69,6)*

* Net income for the first nine months of 2017 had a positive effect from discontinued business of
SEK 69,6 million.




Key Ratios LEAX Group

2018 2017 2018 2017 2017

MSEK
Jul-Sep Jul-Sep Jan-Sep Jan-Sep Full Year
Net Sales A 393,9 349,0 13294 1189,1 16283
Net Sales Core operations 329,5 301,9 1142,3 1063,2 1452,8
Net Sales International operations 64,4 471 187,0 125,9 175,5
Net Sales by customer segmentin %
Commercial vehicles (%) 67,2 65,7 67,1 65,6 67,8
General industry (%) 22,1 21,7 21,6 22,2 20,0
Mining & construction (%) 3,5 4,9 3,6 4,7 4,4
Agriculture (%) 0,7 0,4 0,6 0,4 0,3
Automotive (%) 6,6 7,3 7,1 7,2 7,5
EBITDA B 14,1 20,3 70,2 71,4 108,3
EBITDA margin % B/A*100 3,6 5,8 5,3 6,0 6,7
EBITDA Core Operations 21,9 26,9 84,1 95,0 140,3
EBITDA International -7,8 -6,6 -14,0 -23,6 -32,0
EBITDALTM C 107,1 92,3 107,1 92,3 108,3
Adjusted EBITDA D 19,7 24,5 75,8 78,3 120,6
Adjusted EBITDA margin % D/A*100 5,0 7,0 5,7 6,6 7,4
Adjusted EBITDA LTM E 118,1 99,1 118,1 99,1 120,6
EBT F -16,7 -6,8 -17,6 -6,4 4,1
EBT margin % F/A*100 -4,2 -1,9 -1,3 -0,5 0,3
Net income -10,7 -5,9 -15,7 69,6 100,3
Cash flow from operations -64,9 9,4 -127,4 -16,8 6,1
Net Debt G 692,4 576,2 692,4 576,2 553,3
Equity H 2448 2442 244.,8 2442 274,8
Net Debt / EBITDA LTM G/C 6,5 6,2 6,5 6,2 51
Net Debt / Adjusted EBITDA LTM G/E 5,9 5,8 5,9 5,8 4,6
Net Debt / Equity G/H 2,8 2,4 2,8 2,4 2,0
Realized currency gains/losses -0,9 1,2 -5,1 -0,3 -3,3
Unrealized currency gains/losses -1,6 -0,5 -1,5 -3,0 -2,4




CEO comments

The third quarter of
2018 has as always
been marked by the

vacation period at our

)

main customers. A
significant lower revenue in comparison with
previous quarters has impacted the result.
However, after the vacation period the
overall high demands continued in all our
segments and in most markets. The high
volumes in Europe and Brazil has stabilized at
a high level but we still see very low sales in
China due to delays in projects at our main
customers. The total supply chain is still
strained and has continued to cause
disruption in our production flow resulting in
higher cost levels due to extra manning and
extra shifts during nights and weekends.
These extra costs are estimated to negatively
impact the EBITDA in the third quarter with
approximately SEK 3 million. We have
continued to see some bottleneck in
customer’s production which has led to an
unfavourable product mix also during the
third quarter. These effects together with lost
sales in the previous quarter results in a
negative EBITDA effect of about SEK 1

million.

The currency headwind continues to
challenge our margins, and even if we are
compensated for currencies for all our major
customers there is a lagging effect and as
long as the Swedish krona is weakening it will
have a negative impact on our result. Year to

date the weakening Swedish krona has had a

negative effect on the EBITDA of about SEK
17 million.

As announced in August 2018, LEAX has
started a program for increased profitability
and this work was intensified during the third
quarter. We have successfully managed to
increase prices to get compensated for
higher cost levels and to improve our
margins. Most of these actions will have an
effect during the fourth quarter and onwards
and the work is continuing. Further actions
are identified to further improve the

profitability and to reduce net working capital.

We have also launched a rationalisation
program to reduce the internal cost level. The

program focuses on:

e Production excellency — improved
efficiency through reduced cycle time
and higher output

e (ost reduction — reduction of labour

e Savings in purchase of direct and

indirect material

After twelve months with focus on reducing
bottle necks in our production to be able to
produce and deliver the high demands, focus
is now changed to reduce cycle time, increase

throughput and reduction of resources.

The profitability has been hit by a number of
external causes, however we are taking
measures to mitigate the effect and
improvements are driven in a higher pace.
Even if the profitability level is not where we

want it to be the market continues to be




strong and LEAX is continuing to strengthen
our role as a strategic partner for the

automotive industry.
Short-term outlook

The high industrial activity among our
customers are likely to continue in the next
quarter. At some customers we even foresee
higher demand in order to catch up with long

lead time towards customers.
Significant events during the third quarter

During the quarter Ulrika Hellberg has been
appointed as new CFO for LEAX Group AB.
Ulrika will start December 1, 2018.

Risk and uncertainties

For information regarding the most
significant risks and uncertainty factors,
please read the description in the annual
report for 2017. The company does not
consider that there have been any material
changes during the reporting period in the
risks and uncertainty factors presented in the
annual report. The current macroeconomic
uncertainty may influence the development

of the business.
Accounting principles

The interim report for the group has been
prepared in accordance with IAS 34 Interim
Reporting. The interim report for the parent
has been prepared in accordance with the
Swedish Annual Accounts Act and the
Swedish Financial Accounting Standards
Council's recommendation RFR 2 Accounting

for Legal Entities.

The group applies the International Financial
Reporting Standards (IFRS) adopted by the
EU and the Swedish Annual Accounts Act.

The term “IFRS" in this document includes
the application of IAS and IFRS, as well as the
interpretations of these standards as
published by IASB's Standards Interpretation
Committee (SIC) and the International
Financial Reporting Interpretations
Committee (IFRIC).

The group and the parent company apply the
same accounting policies and calculation
models as in the annual report for 2017 with
exception of new and revised standards,
interpretations and improvements that
should be applied from the January 1, 2018.
No new or revised IFRSs entering into force
during 2018 have had any material effect on
the group.

The group has not applied any standards in
advance, that have been published but not
yet come into force.

For a more detailed description of the group’s
applied accounting principles as well as new
and coming accounting standards we refer to
note 1in the annual report for 2017.

The functional currency of the parent
company is the Swedish Crown which also is
the reporting currency for the group and the
parent company. All amounts, if nothing else
is stated, are presented in SEK million (MSEK)
with one decimal.

This report has not been audited.

Henrik Fagrenius, CEO LEAX Group




Financial reports for the Group

Consolidated statement of comprehensive income for the group

2018 2017 2018 2017 Full year
MSEK Q3 Q3 Q3 YTD Q3 YTD 2017
Continuing business
Net Sales 393,9 349,0 13294 1189,1 1628,3
Other operating income 14,2 6,6 41,9 23,3 37,8
Changein work in progress and finished goods 3,7 4,6 7,0 7,7 6,6
Capitalized work for own account 3,7 1,7 9,9 4,7 9,3
Raw material and consumables -209,5 -162,8 -694,1 -583,2 -811,5
Other external costs -78,6 -81,6 -257,7 -245,7 -333,9
Personnel expenses -100,5 -94,0 -335,9 -302,9 -415,5
Write-downs and depreciations of non current assets -22,8 -22,9 -68,8 -66,9 -88,8
Other operating expenses -11,9 -3,4 -34,0 -21,8 -31,2
Income from associated companies -0,9 - 3,6 - 18,4
Operating profit -8,6 -2,6 1,4 4,5 19,5
Financial income and expenses, net -8,0 -4,2 -19,0 -10,9 -15,4
Profit/loss before tax, EBT -16,7 -6,8 -17,6 -6,4 4,1
Taxes 6,0 0,9 1,9 6,4 11,2
Net result from continuing business -10,7 -5,9 -15,7 - 15,4
Discontinued business
Result from discontinued business, net after tax - - - 69,6 84,9
Net income -10,7 -5,9 -15,7 69,6 100,3
Of which attributable to
Owners of the parent -10,7 -6,3 -16,6 68,2 97,7
Non-controlling interests 0,1 0,4 1,0 1,4 2,5
Net income -10,7 -5,9 -15,7 69,6 100,3

Consolidated statement of other comprehensive income for the group

2018 2017 2018 2017 Full year
MSEK Q3 Q3 Q3 YTD Q3 YTD 2017
Net income -10,7 -5,9 -15,7 69,6 100,3
Other comprehensive income
Items that may be subsequently reclassified to profit or loss
Translation differences -3,6 - -2,7 2,8
Other comprehensive income for the period -3,6 - -2,7 — 2,8
Total comprehensive income for the period -14,3 -5,9 -18,4 69,6 103,1
Total comprehensive income for the period attributable to:
Owners of the parent -14,3 -19,6 68,2 100,6
Non-controlling interests 0,0 1,2 1,4 2,4
Total comprehensive income for the period -14,3 -5,9 -18,4 69,6 103,1




Consolidated statement of financial position

2018 2017 2017
MSEK Sep 30 Sep 30 Dec31
Assets
Intangible fixed assets 17,2 9,6 17,4
Tangible fixed assets 576,3 493,2 494,5
Shares in associated companies 34,0 12,0 30,4
Deferred tax asset 47,5 46,7 43,0
Long-term receivables 5,3 2,0 5,4
Other financial assets 10,2 10,2 10,2
Total fixed assets 690,6 573,7 601,0
Inventories 252,2 237,7 229,0
Accounts receivable 271,3 267,3 266,8
Current tax assets 24,9 22,2 21,7
Other current receivables 36,2 17,2 38,1
Prepaid expenses and accrued income 30,2 20,2 24,2
Cash and cash equivalents 42,2 14,5 24,5
Total current assets 657,1 579,0 604,3
Total assets 1347,6 1152,7 1205,3
Equity
Share capital 1,0 1,0 1,0
Reserves 20,2 20,3 23,2
Retained earnings incl netincome 217,5 217,6 244,2
Total equity attributable to owners of the parent 238,6 238,8 268,4
Non-controlling interests 6,1 5,4 6,4
Total equity 244,8 244,2 274,8
Liabilities
Non-current interest-bearing liabilities 699,8 483,9 466,6
Deferred tax liabilities 21,1 31,0 19,8
Total non-current liabilities 720,9 514,9 486,4
Current interest-bearing liabilities 34,8 106,8 111,2
Advances from customers 10,6 6,0 10,7
Accounts payable 200,2 177,7 210,4
Liabilities to associated companies 11,2 8,2 11,2
Current tax liabilities 1,0 1,4 0,7
Other current liabilities 50,7 25,9 27,9
Accrued expenses and deferred income 73,4 67,7 71,8
Total current liabilities 381,9 393,7 444,0
Total liabilities 1102,8 908,5 930,5
Total equity and liabilities 1347,6 1152,7 1205,3




Consolidated statement of changes in equity

Total equity attributable to ow ners of the parent

2017

Translation Retained Non-controlling Total
MSEK Share capital reserve earings Total interests equity
Opening balance 1st of Jan 2017 1,0 20,3 174,0 195,3 0,6 195,9
Adjustments previous years* -14,0 -14,0 -14,0
Adjusted opening balance 1st of Jan 2017 1,0 20,3 160,0 181,3 0,6 181,9
Comprehensiveincome
Net income for the period 68,2 68,2 14 69,6
Other comprehensive income - - —
Total comprehensive income - - 68,2 68,2 14 69,6
Transactions with shareholders
Tranfer of value to and from shareholders
Dividends — -0,8 -0,8
Total transfers of value with shareholders - - - - -0,8 -0,8
Change in ownership of group companies
Divestment of group companies

controlling influence ceases -10,7 -10,7 4,2 -6,5
Total change in ownership of group companies — — -10,7 -10,7 4,2 -6,5
Total transactions with shareholders - - -10,7 -10,7 34 -7,3
Closing balance 30th of September 2017 1,0 20,3 217,5 238,8 54 2442
* Adjustments of previous years' result concerns the subsidiary in China.
Total equity attributable to ow ners of the parent

2018

Translation Retained Non-controlling Total
MSEK Share capital reserve earings Total interests equity
Opening balance 1st of Jan 2018 1,008 23,2 2442 268,4 6,4 274,8
Comprehensiveincome
Net income for the period -16,6 -16,6 1,0 -15,7
Other comprehensive income -3,0 -3,0 0,3 -2,7
Total comprehensive income - -3,0 -16,6 -19,6 1,2 -18,4
Transactions with shareholders
Tranfer of value to and from shareholders
Dividends -10,1 -10,1 -1,5 -11,6
Total transfers of value with shareholders - - -10,1 -10,1 -1,5 -11,6
Closing balance 30th of September 2018 1,0 20,2 217,5 238,6 6,1 244.8




Consolidated cash flow statement (indirect method)

2018 2017 2018 2017 Full year
MSEK Q3 Q3 Q3 YTD Q3 YTD 2017
Operating activites
Profit/loss before tax -16,7 -6,8 -17,6 -6,4 4,1
Adjustment for non-cash items 23,5 20,6 63,5 64,6 71,8
Income tax paid 1,5 -9,3 -5,1 -3,7 -5,2
8,4 4,5 40,8 54,5 70,8
Increase (-) /Decrease (+) of inventories 7,7 -8,3 -23,3 -20,6 -11,9
Increase (-) /Decrease (+) of operating assets 27,4 42,8 -8,6 -85,4 -109,9
Increase (+) /Decrease (-) of operating liabilities -52,2 -25,7 14,1 21,3 58,7
Cash flow from operating activities -8,7 13,3 23,0 -30,2 7,7
Investing activities
Investments in tangible and intangible fixed assets -56,8 -23,7 -152,9 -59,0 -95,8
Disposals of tangible and intangible fixed assets 0,5 1,0 2,5 3,0 4,6
Proceeds from sale of subsidiaries, net - - 79,0 103,1
Investments in other financial fixed assets — - -9,6 -13,5
Cash flow from investing activites -56,3 -22,7 -150,4 13,4 -1,6
Financing activities
Change in overdraft facility 39,2 5,0 40,9 29,1 13,1
New borrowings 34,8 33,1 390,8 82,4 116,6
Repayment of borrowings -18,3 -17,3 -275,0 -85,1 -116,1
Dividends paid — - -11,6 -0,8 -0,8
Cash flow from financing activities 55,6 20,8 145,1 25,6 12,8
Cash flow from discontinued operations, net — - - - -
Cash flow for the period 9,3 11,4 17,7 8,8 18,9
Cash and cash equivalents at the beginning of the period 51,5 3,1 24,5 5,7 5,7
Cash and cash equivalents at the end of the period 42,2 14,5 42,2 14,5 24,5




Segments

Segment information is presented based on the company management's perspective, and

operating segments are identified based on the internal reporting to LEAX chief operating decision

maker. LEAX has identified the CEO as its chief operating decision maker, and the internal reporting

used by this person to review operations and make decisions about resource allocation is the basis

for segmentation. LEAX has combined its segments (business units) into one reportable operating

segment in accordance with the rules for aggregation.

The table below shows Net Sales by country and Fixed assets by country in accordance with

IFRS 8. Net Sales by country is based on the customers’ geographical location. Fixed assets below

is the sum of intangible and tangible fixed assets.

2018 2017 2018 2017 Full year
MSEK Q3 Q3 Q3 YTD Q3 YTD 2017
Net Sales by Country
Sweden 222,4 217,4 779,9 733,5 1004,0
Rest of Europe 115,7 94,7 398,2 359,2 489,3
Rest of World 55,8 36,9 151,3 96,4 135,0
393,9 349,0 1329,4 1189,1 1628,3
2018 2017 2017
MSEK Sep 30 Sep 30 Dec 31
Fixed Assets by Country
Sweden 262,8 229,3 232,0
Rest of Europe 269,6 211,6 216,3
Rest of World 61,2 61,9 63,6
593,6 502,8 511,9
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Financial reports parent company

Income statement parent company

2018 2017 2018 2017 Full year
MSEK Q3 Q3 Q3 YTD Q3 YTD 2017
Other operating income 2,3 - 5,5 — -
Other external costs 0,0 2,1 -2,6 -8 -0,1
Other operating expenses -5,7 -0,2 -12,6 -6 -6,2
Operating profit, EBIT -3,4 -2,3 -9,6 -13,8 -6,3
Financial income and expenses, net -1,5 0,1 18,7 14,8 91,9
Profit/loss before tax, EBT -4,9 -2,1 9,1 1,1 85,6
Transfers untaxed reserves - - - - -8,1
Taxes — 0,5 — -0,2 2,9
Net income -4,9 -1,6 9,1 0,9 80,4
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Balance sheet parent company

2018 2017 2017
MSEK Sep 30 Sep 30 Dec31
Assets
Shares in group companies 264,8 214,9 251,9
Shares in associated companies 8,7 18,3 8,7
Deferred tax assets 2,9 1,1 2,9
Receivables from group companies 416,6 132,4 134,0
Other financial assets 9,6 — 9,6
Total fixed assets 702,6 366,7 407,2
Receivables from group companies — 24,7 85,6
Current tax assets 1,7 0,0 1,5
Other current receivables 8,3 7,6 0,0
Prepaid expenses and accrued income
Cash and cash equivalents 14,0 - 7,4
Total current assets 24,0 32,3 94,6
Total assets 726,6 398,9 501,9
Equity
Share capital 1,0 1,0 1,0
Retained earnings 181,8 111,4 111,4
Net income 9,1 0,9 80,4
Total equity 191,9 113,3 192,9
Untaxed reserves 5,3 6,0 5,3
Liabilities
Non-current interest-bearing liabilities 489,1 211,2 184,2
Liabilities to group comanies 13,7 - 14,2
Total non-current liabilities 502,9 211,2 198,4
Current interest-bearing liabilities - 20,8 25,4
Liabilities to group companies 12,4 27,5 68,2
Liabilities to associated companies 11,2 8,2 11,2
Other current liabilities 0,0 -
Accrued expenses and deferred income 3,0 12,0 0,5
Total current liabilities 26,6 68,4 105,3
Total liabilities 529,4 279,6 303,7
Total equity and liabilities 726,6 398,9 501,9
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Definitions and calculation of key figures

Net Sales
Total sales less returns, allowances, and
discounts.

Net Sales Core operations
Consists of net sales from all operations,
excluding Brazil, Germany and China.

Net Sales International operations
Consists of net sales from the operations in Brazil,
Germany and China.

EBT

Earnings before tax.

EBT%
Earnings before tax divided by net sales.

EBITDA
Earnings before interest, taxes, depreciation and

amortization.

EBITDA%
Earnings before interest, taxes, depreciation and

amortization divided by net sales.

EBITDALTM
Earnings before interest, taxes, depreciation and

amortization for the last twelve months.

Adjusted EBITDA
Earnings before interest, taxes, depreciation and

amortization adjusted for non-recurring items.

Adjusted EBITDA%
Earnings before interest, taxes, depreciation and
amortization adjusted for non-recurring items

divided by net sales.

Adjusted EBITDA LTM
Earnings before interest, taxes, depreciation and
amortization adjusted for non-recurring items for

the last twelve months.

Net income

Total revenue minus all expenses.

Cash flow from operations
Cashflow from operating activities plus cashflow
from investing activities.

Net Debt
Interest bearing liabilities less cash and cash
equivalents.

Net Debt / EBITDA LTM

Interest bearing liabilities less cash and cash
equivalents divided by earnings before interest,
taxes, depreciation and amortization for the last
twelve months.

Net Debt / Adjusted EBITDA LTM

Interest bearing liabilities less cash and cash
equivalents divided by earnings before interest,
taxes, depreciation and amortization adjusted for

non-recurring items for the last twelve months.

Net Debt/Equity
Interest bearing liabilities less cash and cash

equivalents divided by total equity.

Realized currency gains/losses
Currency profits/losses from completed

transactions.

Unrealized currency gains/losses
Currency profits or losses that have occurred, but

the transactions have not been completed.
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The undersigned assures that the interim report gives a true and fair view of the operations of the

group and its parent companies.

Koping, November 1, 2018

Lars Davidsson Roger Berggren Jonas Lundgren
Chairman of the Board Board Member Board Member
Bent Wessel-Aas Dana Dobrin Lars Wrebo

Board Member Board Member Board Member

Henrik Fagrenius
President & CEO
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Next report

Interim report for Q4 - January 1 to December 31 will be released on February 28, 2019.

Contacts

Henrik Fagrenius
President & CEO LEAX Group

Phone: +46 72 232 41 64

henrik.fagrenius(@leax.com

Fabiana de Campos Lico
Group Marketing Coordinator

Phone: +46 70 600 58 65

fabiana.lico@leax.com
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