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Research Update:

Outlook On Ericsson Revised To Negative On
Operating Pressures; 'BBB+/A-2' Ratings

Affirmed

Rationale

On Nov. 27, 2007, Standard & Poor's Ratings Services revised to negative from
stable its outlook on Swedish tel econmuni cations equi pnent supplier Ericsson
(Tel ef onakti ebol aget L.M).

The 'BBB+' |ong-termand 'A-2' short-termcorporate credit ratings were
af firmed.

The outl ook revision follows Ericsson's announcenent that fourth-quarter
2007 revenues will likely be in the low end of its very broad expectation
range of SEK53 billion-SEK60 billion. This follows significantly
weaker -t han- expected profits and cash flows for third-quarter 2007, the
announcenent of |ow fourth-quarter profits in Cctober, and the ensuing
departure of the conpany's chief financial officer

Ericsson's revenues and profit expectations attest to very strong
conpetition anong tel ecom equi pment suppliers, in spite of recent |arge-scale
consolidation. In addition, visibility on demand is likely to remain poor, as
tel ecom operators in devel oped nmarkets continue to postpone or del ay
i nvest ment decisions amd regulatory and conpetitive pressures, leading to
overcapacity in the tel ecom equi pnent sector. G ow ng subscriber nunbers in
energi ng markets have failed to offset this overcapacity, in revenue terns,
because of strong pricing pressure. Although Ericsson's profit margins are
significantly higher than those of conpetitors, third-quarter margi ns and
revi sed forecasts are bel ow our previous expectations of operating nargins in
the high teens.

Ericsson's ratings remain supported by the conpany's | eading narket
position in key second-generation (2G and third-generation (3G nobile
networ k technol ogi es, where it clainms nore than 40% gl obal narket share.

Eri csson al so benefits, through dividends, fromits 50% ownership of the
strongly perform ng nobil e handset producer Sony Ericsson Mbile

Communi cations AB (SEMC) and fromits increasing role in the growing and nore
recurring professional services business. The ratings are al so supported by
expectations that Ericsson will continue to post high operating efficiency and
returns--thereby coping with price pressure--and maintain robust liquidity and
| ow gross | everage. At Sept. 30, 2007, Ericsson's gross |ease- and
pensi on- adj ust ed debt represented about 1.0x EBITDA, and was nore than covered
by cash and short-terminvestnents.

The ratings renmain constrai ned by the high conpetitiveness and
cyclicality of the industry, ongoing major changes in the direction of
t echnol ogy--including the convergence of fixed and nobil e technol ogi es--and
the limted visibility on capital-spending |evels of telecons service
provi ders beyond one year
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Short-term credit factors
The short-termrating is "A-2'. At Sept. 30, 2007, Ericsson's liquidity was

robust, supported by cash and equi val ents of SEK20.6 billion and short-term
i nvestments of SEK23.3 billion. Near-term nonoperational cash calls at the
same date included short-term borrowi ng repaynents of SEK5.4 billion

G ven the cyclicality, conpetitiveness, excess supply capacity, and rapid
t echnol ogi cal changes that characterize the global tel econs equi prent
i ndustry, we expect Ericsson to nmaintain a solid net cash position at al
times and sufficient gross liquidity to generally cover gross debt maturities
for about two years.

Outlook

Al t hough we expect Ericsson's performance to pick up by second-half 2008, the
negative outl ook reflects the possibility of a one-notch downgrade if this
does not occur or if performance deteriorates further in the coming quarters.
Not ably, we will closely nonitor the conpany's margi ns and cash flow. W will
al so nmoni tor devel opnents on the proposed sharehol der | awsuit which has
foll owed the company's recent share price drop

An inproved operating perfornmance, coupled with the naintenance of
conservative debt measures, could lead to the outlook returning to stable. In
the current tradi ng environnent, however, we would not expect this to occur
bef ore year-end 2008
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St ockhol m (46) 8-440-5914; or Mscow (7) 495-783-4017. Menbers of the nedia
may al so contact the European Press Ofice via e-mail on:
nmedi a_eur ope@t andar dandpoor s. com
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