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Rating Action: Telefonaktiebolaget LM Ericsson

MOODY'S UPGRADES ERICSSON'S DEBT RATINGS TO Ba1 AND PLACES THEM ON REVIEW FOR
FURTHER UPGRADE
Approximately EUR2.7 Billion Debt Securities Affected

Frankfurt, March 01, 2005 -- Moody's Investors Service today upgraded to Ba1 from Ba2 the ratings for
Telefonaktiebolaget LM Ericsson's ("Ericsson") bonds and bank loans, and the company's issuer and senior
implied ratings. Additionally, Moody's placed these ratings as well as the Not-Prime rating of Ericsson for
short term debt on review for a possible further upgrade.
The rating upgrade is based on: (i) Moody's view that the global mobile infrastructure market is evidencing a
steady degree of growth, (ii) Ericsson's success in retaining its leading position as the largest supplier of
mobile communications equipment, (iii) the company's recent strong improvements in key metrics, notably a
return to revenue growth of 12% (after a 19% decline in 2003) versus 2003 sales, a strengthening in
operating-margin to 22% (up from 3.4%, pre restructuring, but including capitalized development cost) and in
operating cash flow (pre working capital) to SEK 28 bn (from a negative amount in 2003), (iv) management's
practice of retaining generated cash flows and maintaining a highly liquid balance sheet in order to absorb
possible cash flow volatility.
We do not see the dramatic turnaround in Ericsson's results as necessarily predictive for its future
performance, because the 2004 double-digit growth in demand was driven largely by catch-up investments
by the operators, but Ericsson has reduced its cost base to an extent that should allow for reasonable
profitability and cash flows even in an only stable market environment.
Moody's rating review will focus on (i) the outlook for near term and sustained demand for mobile networks
and professional services; (ii) the developing pricing environment in mobile systems as new competitors
enter the international market with aggressive bids, (iii) Ericsson's procedures to control cost, working and
capital expenditures in a growth scenario and the overall robustness of its operating and free cash flows, and
(iii) management's financial strategies as the company reaches a less volatile cash flow profile.
Domiciled in Stockholm, Sweden, Ericsson is a leading developer and manufacturer of mobile telecoms and
datacom equipment, and recorded revenues of about SEK132 billion (EUR14.7 billion) in the fiscal year
2004.
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of any kind and MOODY'S, in particular, makes no representation or warranty, express or implied, as to the accuracy, timeliness,
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FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY
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