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1QO08 financial results; sales up by 31% y/y

Share price(HRK) 2.790,00 Reuters ERNT.ZA Free float: 32,18%

Number of shares(mn) 1,332 Bloomberg ERNTRA CZ Shareholders:

Market cap.(HRK/EUR mn) 3,715.3/511.8 Target price(HRK) 2.817,00 Telefonaktiebolaget LM Ericsson (49.07%)
Enterprise value (HRK/EUR mn) 3,443.0/474.3 Ex - dividend date - Raiffeisen mandatory pension fund (4.36%)

Avrg. daily turnover(HRK/EURmn)  4.39/0.60 Index weight 6.38% Homepage: http://www.ericsson.com/hr

The Croatian ICT company announced 1Q08 results and reported a 31% y/y growth in sales to

HRK 381mn. This strong y/y growth is mostly a result of the very low base in 1Q07 (the weakest quarter in the last few
years). Despite strong y/y growth in sales, net profit dropped by 35% y/y due to two factors: firstly, 52% y/y increase in
COGS and secondly, a total of HRK 21.5mn in forex losses (around 5.6% in sales). Decline in profit items brought further
sliding of both net profit margin and EBIT margin, while EDITDA margin remained almost unchanged at 13.7%. Dollar
depreciation still remains a heavy burden to the bottom line, which deflated the net profit by HRK 21.5mn. The company
performed well in most of its markets, posting almost 50% y/y growth in the CIS market, 22% y/y growth on the domestic
market and 6.2% y/y growth on the internal market. Nevertheless, one should bare in mind the low base in 1Q07. Regional
market growth is still mostly driven by Kosovo, which accounts for 56% of regional sales, while the downturn in Bosnia-
Herzegovina and Montenegro is expected to reverse in the second half of the year. We find this result mostly in line with
our expectations although we did not expect to see such large forex loses. A positive surprise is the sales growth in CIS
markets, although overall revenues compared to average quarterly sales has deteriorated.

The major price mover in the upcoming period will continue to be dividend payment (HRK 270 per share, current DY:
~10%), which should be approved on AGM scheduled for May 27, where we do not expect any objections to this payout.
We stick with our hold recommendation and suggest holding the stock until we find a strong base which will point out if
company will get off the track of margins FY2008 expectations, however this quarter is not a good signal on a direction
where company will go.

HRK mn 2005 2006 2007 1Q08 Performance 12M 6M 3M 1M
Net sales 1,60452 16314 178149 1,871.08 in HRK 291%  -22%%  6.6%  00%
EBITDA 252,03 276.13 240.17 236.01 in EUR 0.0%  -220% 6.3%  0.1%
EBIT 198.12 202.85 156.48 152.08
Net profit 235,69 233.77 199,80 187.41
EPS (HRK) 176.99 17555 150.04 140.74 52 weeks price and turnover performance
CEPS (HRK) 21747 230.59 212.88 203.76
BVPS (HRK) 1,119.33  1,180.86 987.97 996.55 v
EV/EBITDA 11.82 10.69 13.83 1350 s T
EV/EBIT 15.04 1455 21.28 20.95 E g
P/E 15.25 15.37 17.99 1.70 & S
PB 241 2.29 273 19.18 S
P/S 2.21 2.20 2.02 2.71 =
P/CE 1241 11.70 12.68 1.92
EBIT margin 12.20%  12.41% 8.78% 8.13%

EBITDA margin 15.51%  16.90%  1348%  1261%
Net margin 14.51% 14.31% 11.22% 10.02% Turnover mnHRK Price
ROA 13.17%  1216%  10.87%  10.95%
ROE 17.03%  1526%  13.84%  14.12%

* finantial ratio ns are calculated based on one-ye ar trailing fina ncial reports



ERSTES

SECURITIES ZAGREB

Ericsson Nikola Tesla April 29 2008

1Q08 Profit and loss account

REVEHUE 1007 1008 wiychange
Revenues 291,539 380,829 30.63%
Sales rewvenue in country 116,214 144 367 22.07%
Sales revenue outside country 162 496 232 435 S7.95%
Cther operational revenues G A28 6,627 -4 4%
Financial revenues 159,226 13,804 =2 T0%
Pasitive exchange rate differences 1,560 -
Interests and other financial revenues 17 BE7 12 204 B, g,
Extraordinary income 0 0
TOTAL INCOME MO, T65 399,633 28 60%
Expewses |
Changes in inventories 4 091 -5.522 -2 16.659%
Expenses 261,736 355,426 35.80%
Operating charges and costs of sold goods 156 757 238 263 a2 00
Expenses for employees 4,150 95 714 13.74%
Depraciation 19,716 19,954 1.249%
Rewalorization and reserves T3 a0z 10.83%
Cther operational expenses 290 693 Fr.69%
Financial expenses 1" 21,480 -
Fareign cumency exchange rates 1] 21,420 -
Interests and other similar costs 11 il -
Extraordinary expenses 0 0 -
TOTAL EXPENSES 266,738 371,084 30 T2%
PROFIT OR LOSS
Profit or los= before taxation 44 027 28 540 -35.16%
Incame tax 2,805 4,710 -3515%
Profit or loss after taxation 35,222 22,839 -35.16%
Minority interests -
Het profit or loss 35,222 22,8319 -35. 76%

This research report was prepared by Erste Bank der oesterreichischen Sparkassen AG ("Erste Bank”) or its affiliate named herein. The information herein has
been obtained from, and any opinions herein are based upon, sources believed reliable, but we do not represent that it is accurate or complete and it should not be
relied upon as such. All opinions, forecasts and estimates herein reflect our judgement on the date of this report and are subject to change without notice. The
report is not intended to be an offer, or the solicitation of any offer, to buy or sell the securities referred to herein. From time to time, Erste Bank or its affiliates or
the principals or employees of Erste Bank or its affiliates may have a position in the securities referred to herein or hold options, warrants or rights with respect
thereto or other securities of such issuers and may make a market or otherwise act as principal in transactions in any of these securities. Erste Bank or its affiliates
or the principals or employees of Erste Bank or its affiliates may from time to time provide investment banking or consulting services to or serve as a director of a
company being reported on herein. Further information on the securities referred to herein may be obtained from Erste Bank upon request. Past performance is
not necessarily indicative for future results and transactions in securities, options or futures can be considered risky. Not all transaction are suitable for every
investor. Investors should consult their advisor, to make sure that the planned investment fits into their needs and preferences and that the involved risks are fully
understood. This document may not be reproduced, distributed or published without the prior consent of Erste Bank. Erste Bank der oesterreichischen Sparkassen
AG confirms that it has approved any investment advertisements contained in this material. Erste Bank der oesterreichischen Sparkassen AG is regulated by the
Financial Services Authority for the conduct of investment business in the UK.




