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___Rating Action: Telefonaktiebolaget LM Ericsson

MOODY'S DOWNGRADES TO Ba2 ERICSSON'S RATINGS FOR SENIOR
-~ DEBT; Ba2 SENIOR IMPLIED RATING ASSIGNED, CONCLUDES
, _‘RATING REVIEW; LEAVING RATING OUTLOOK NEGATIVE

e

Approximately $5.3 Billion of Debt Securities Affected.

Frankfurt, September 12, 2002 -- Moody's Investors Service has downgraded to Ba2
from Bal the long-term debt ratings of Telefonaktiebolaget LM Ericsson (Ericsson)
and assigned a Ba2 senior implied rating. The outlook is negative. The Not-Prime
rating for the company's short-term debt was not on review and is confirmed. The
previous rating action assumed the successful rights issue, which the company has
completed. The rating downgrade reflects first and foremost the announcement by
several wireless operators to withdraw from/scale back investment plans in 3rd
generation (3G) wireless infrastructure dimming the outlook for a near term
stabilization in Ericsson's orders, and to a lesser extent the increased probability of
additional capital contributions to SonyEricsson, and the deterioration of Ericsson's
receivables portfolio. Combined, these factors may result in additional cash calls on
Ericsson's enriched liquidity position and possible write-offs to its equity. The
negative outlook for the ratings reflects continued low visibility of the shrinking order
patterns by the telecom carriers and execution challenges for Ericsson's cost saving
strategy. The rating action concludes a rating review that was initiated on 23 April,
2002,

Moody's has downgraded the following ratings to Ba2 from Bal:

- Telefonaktiebolaget LM Ericsson: Euro Medium-Term Notes, the US$600 million
revolving credit and the issuer rating.

Moody's has confirmed the following Not-Prime ratings:
- Ericsson Treasury Services AB: guaranteed US and Euro commercial paper.
- Ericsson Treasury Services U.S. Inc.: guaranteed US commercial paper.

Over the past couple of months, various mobile operators have publicly announced
deferrals to their roll-out plans for 3rd generation wireless service. Quam, an Ericsson
customer, has fully withdrawn from the German market. While this type of
consolidation among the 3G licenceholders was not unexpected, the announcements
indicate deteriorating economics for all investments in advanced wireless technology
and a deceleration in the transition schedule. The sheer rate of decline in orders and
revenues makes it very challenging for Ericsson to devise and implement cost-saving
plans sufficient to fully compensate for the projected revenue shortfalls.

Ericsson has renegotiated its undrawn US$600 million credit line to replace the rating
trigger with financial covenants that relate to capital structure and liquidity rather
then profit performance and are considered relatively benign as long as cash burn can
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be controlled. Also the completed SEK 30 billion rights issue contributes to Ericsson
financial resources. After the proceeds from the issue, Ericsson is expected to have
about EUR 7.5 billion cash liquidity, an amount that actually exceeds its on-balance
sheet debt by roughly EUR 1.5 billion. As such it has a moderately leveraged capital
structure. But including guarantee obligations for customer loans, the undrawn
vendor financing commitments, the contingent obligations for a take-back of items of
the off-balance sheet vendor-financing portfolio and the strategic importance of and
capital commitments to the SonyEricsson joint venture, Ericsson's financial flexibility
and its ability to absorb cash burn from underperformance is much more limited.

Ericsson's receivables and vendor financing claims are almost exclusively to wireless
operators. Given the financial pressures on many of these operators Moody's would
expect a significant deterioration in receivable collectability and increase in charge-off
rates going forward. Mobilcom and LEAP, the latter exposure amounting to SEK 1.1
billion outstandings and SEK 3.4 billion undrawn commitments, may have been only
the first of a series of problem loans.

Domiciled in Stockholm, Sweden, Ericsson is a leading developer and manufacturer of
mobile telecoms and datacom equipment, and recorded revenues of about SEK75
billion (EUR7.5 billion) in the first six months of fiscal year 2002.
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~__advised in advance of the possibility of such damages, resulting from the use of, or inability

A
ALL INFORMATION CONTAINED HEREIN IS COPYRIGHTED IN THE NAME OF MOODY'S INVESTORS SERVICE, INC. ("MQQODY'S™),
AND NOHE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED,
TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN
WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOCDY'S PRIOR
WRITTEN CONSENT, All information contained herein s obtainad by MOODY'S from sources believed by it to be accurate and
re! ame Because of the possibility of human and mechanical ervor as well as other factors, however, such information is provided
"as 15" without warranty of any kind and MOODY'S, in particuiar, makes no representation or warranty, express or impiied, as to
the accuracy, timelingss, completeness, merchantability or fitness for any particular purpose of any such information. Under no
circumstance shall MOODY'S have any Hability to any persor or entity for (a) any {oss or damage in whele or in part caused by,
rasulting from, or relating to any error {negligent or otherwise) or other circumstance or contingency within or outside ih&
control of MOODY S or any of its directors, officers, employees or agents in connection with the procuremant, coilec
., [compilation, interpretation, communication, publication or delivery of any such information, or (b} any direct, indirect
consequential, compensatory or incidental damages whatsoever (including without limitation, lost profits), even if M
to use, any such inform
credit ratings, IF any, constituting part of the information contained herein are, and must be construed solely as, state
opinicn and not statements of fact or recommendations to p , sell or hold any securities. NO WARRANTY, EXPRES
IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MLRCHAN TABILITY OR FITNESS FOR ANY PARM(BLA?\
PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY'S IN ANY FORM OR
MANNER WHATSOEVER. Each rating or other opinion must be weighed solely as one factor in any invagtm@nt decision made by
or on behalf of any usar of the information contained herein, and each such user must accordingly make its own study and
evaluation of each security and of each issuer and guarantor of, and each provider of credit support fer, eauh security that it
may consider purchasing, holding or selling. Pursuant to Section 17(b) of the Securities Act of 1933, MOODY'S hareby discloses
that most issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and
preferred stock rated by MOQDY'S have, prior to assignment of any rating, agreed to pay MOQDY'S for the appraisal and rating
services rendered by it fees ranging frem $1,000 to $1,500,000.
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