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INTERIM REPORT JANUARY – JUNE 1999

· Orders received increased by 20 percent to SEK 1,051M (874). 
· Net sales rose by 14 percent to SEK 963M (847).

· Operating income fell by 25 percent to SEK 45M (59). Income after financial items fell by 10 percent to SEK 50M (55). 

· Decision to start production of base station antennas in China.

· Strong sales in North America. 

Market
Allgon’s forecast that the number of sold mobile telephones for 1999 will exceed 240 million stands. 

The North American market has developed positively during the year. Both subscriber development and expansion of the networks have been strong. In June, the American telecommunications authority, Federal Communications Commission (FCC) proposed changed conditions about who will pay mobile telephone calls in the USA. FCC’s proposal means that, as in most of the world, the calling party pays its outgoing calls in accordance with the principle that "calling party pays". This, in combination with simpler tariff structures and increased use of prepaid subscriptions, is expected to increase utilization of the mobile telephone networks still further and lead to increased network investments. 

The telecom sector in China is currently undergoing changes in the operating structure and this has slightly slowed down the investment rate during the year. Allgon estimates that subscriber growth in China will be significant in the next few years. A low penetration ratio, together with a large need for expanded infrastructure, contribute to the fact that investments will increase significantly in the future.

Both North America and China constitute markets with significant growth potential for Allgon

Second quarter 1999

Allgon’s invoicing for the second quarter rose by 21 percent to SEK 528M (435). Orders received increased by 18 percent to SEK 520M (441). Income after financial items fell to SEK 23M (30). At the end of the quarter, a couple of American customers placed orders for base station equipment that was available in Allgon’s inventories which meant that income and net sales was slightly higher than expected.     

Net Group sales and orders received 

For the first half-year net sales rose by 14 percent to SEK 963M (847) and orders received increased by 20 percent to SEK 1,051M (874). 

Business Area System

Net sales rose by 12 percent to SEK 503M (448). Invoicing increased to customers in Europe and North America and was unchanged to customers in Asia. 

Sales of base station equipment developed positively, especially in North America. 

Sales of repeater systems were positive and increased compared with 1998, especially in Europe. During the second quarter, among other things, a network with repeaters was delivered to Brussels Airport. 

Sales of base station antennas were relatively stable with an increase in North and South America and a decrease in Europe and Asia. In order to be able to compete successfully in China and to satisfy global customers' requirements for local manufacturing, Allgon has decided to start production of base station antennas in China towards the end of 1999.

Allgon has a number of test installations of microwave radio products at customer sites. The previous assessment that invoicing will begin towards the end of the year stands. Allgon’s 26 Ghz terminal was approved by the European standardization authority, ETSI, during the second quarter. Allgon’s 23 and 38 Ghz terminals have already been approved. These three frequency bands are deemed to represent the majority of growth on the microwave radio product market.

Business Area Mobile Communications 

Net sales rose by 15 percent to SEK 460M (399). With regard to terminal antennas, Allgon is successfully maintaining its market positions. Compared with the first quarter of 1998, volume growth has been considerably stronger than growth in invoicing, which is connected with the continued price squeeze and changed product mix. The proportion of fixed antennas has been stable since the end of the previous year and was 61 percent for the first half of the year. 

During the second quarter, the first deliveries were made of satellite telephone antennas. New orders were received in the second quarter for satellite antennas for both hand-held telephones and marine and vehicle installations. 

Sales of vehicle antennas were at the same level as in the previous year. Newly developed products were positively received when they were launched during the first half-year.

Income

Allgon’s income after financial items fell by 10 percent to SEK 50M (55). Operating income fell by 25 percent to SEK 45M (59). 

Operating income was affected by:

· temporarily higher costs in production in order to be able to handle the increased sales volumes 

· some production interruptions in connection with volume increases 

· lower margins due to changed product mix in Business Area System

· increased development costs relating to new product variants against customer-specific orders in Product Area Base Station Equipment 

· increased costs within the continued resource-demanding microwave radio product segment of SEK 15M compared with the first half of 1998. 

Allgon’s net exposure to the USD amounts to approximately 42 percent of invoicing. The exchange rate affected 1999 half-year income positively by SEK 28M compared with 1998. Income after financial items would have been SEK 20M higher if Allgon had not had any hedging. 

The Group’s forward exchange contracts covering deliveries in USD which have not yet been made, i.e. contracts that have not yet been posted to income, amounted to USD 11M at the period-end, at an average rate of SEK 8.46 per USD. At the period-end, signed contracts were equivalent to 100 percent of anticipated flows for the next four months. 

Financial position

At June 30 1999, the equity ratio was 56 percent (62 percent at December 31, 1998). Net liquid assets amounted to SEK 84M at the period-end (SEK 199M at December 31, 1998).  

Capital expenditure

During the period, capital expenditure in buildings, land, machinery and equipment amounted to SEK 127M (55) gross, of which the ongoing new construction for Allgon System accounts for SEK 63M. 

Upcoming information dates

October 19, 1999
Nine-Month Interim Report

January 18, 2000
Year-end Report 1999

March 15, 2000
Annual General Meeting

April 13, 2000

Three-Month Interim Report

July 13, 2000

Six-Month Interim Report

October 17, 2000
Nine-Month Interim Report
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Condensed Consolidated
1999
1998
1997
1998



Statement of Income (SEK million)
Jan-Jun
Jan-Jun
Jan-Jun
Jan-Dec











Net sales
963
847
818
1725



Cost of goods sold
-590
-526
-525
-1048



Gross income
373
321
293
677











Selling expenses
-118
-94
-72
-186



Administrative expenses
-56
-49
-41
-105



Research and development costs
-145
-106
-79
-224



Other operating income/expenses
-9
-13
-52
-18



Operating income
45
59
49
144











Net financial income/expense
5
-4
-1
-3



Income after financial items
50
55
48
141











Taxes
-14
-11
-11
-31



Minority interest of net income for the period
-1
-1
-1
-3



Net income for the period
35
43
36
107



















Condensed Consolidated
1999
1998
1997
1998



Balance Sheet (SEK million)
Jun 30
Jun 30
Jun 30
Dec 31



Assets







Fixed assets
302
157
113
213



Current assets
761
689
613
731



Total assets
1063
846
726
944











Shareholders´ equity and liabilities







Shareholders´ equity 
591
515
416
579



Minority interests
4
4
2
3



Provisions
53
34
33
60



Long-term liabilities
11
4
-
11



Current liabilities
404
289
275
291



Total liabilities and shareholders´ equity
1063
846
726
944












1999
1998
1997
1998



Key figures
Jan-Jun
Jan-Jun
Jan-Jun
Jan-Dec



Orders received (SEK million)
1051
874
885
1764



Operating margin (%)
5
7
6
8



Profit margin (%)
5
7
6
8



Return on operating capital (%)
20
35
30
42



Return on shareholders´ equity (%)
12
17
18
20



Equity ratio (%)
56
61
58
62



Interest-bearing net liability (SEK million)
18
9
10
19



Average number of full-time employees
968
810
704
865



Capital expenditures for:







- buildings and land (SEK million)
65
3
-
54



- machinery and equipment (SEK million)
62
52
34
96



Number of shares at period-end (thousands)
28,800
28 800
28 800
28 800



Earnings per share (SEK)*
1.20
1,50
1,25
3,70



Equity per share (SEK)*
21
18
14
20



*Adjusted for new share issue























Net sales (SEK million)
1999
1998
Change,





Jan-Jun
Jan-Jun
%




System
503
448
12




Mobile Communications
460
399
15




Total
963
847
14












Europe
228
260
-12




North & South America
405
354
15




Rest of the world
330
233
42




Total
963
847
14




















QUARTERLY FIGURES







Condensed Consolidated
1998
1998
1998
1998
1999
1999

Statement of Income (SEK million)
Jan-Mar
Apr-Jun
Jul-Sep
Oct-Dec
Jan-Mar
Apr-Jun

Net sales
412
435
447
431
435
528

Cost of goods sold
-259
-267
-278
-244
-261
-329

Gross income
153
168
169
187
174
199









Selling expenses
-42
-52
-41
-51
-55
-63

Administrative expenses
-28
-21
-22
-34
-26
-30

Research and development costs
-50
-56
-53
-65
-66
-79

Other operating income/expenses
-3
-10
-5
0
-4
-5

Operating income
30
29
48
37
23
22









Net financial income/expenses
-5
1
-2
3
4
1

Income after financial items
25
30
46
40
27
23









Taxes
-3
-8
-11
-9
-8
-6

Minority interest of net income for the quarter
-1
0
-1
-1
-1
0

Quarterly income
21
22
34
30
18
17

















Condensed Consolidated
1998
1998
1998
1998
1999
1999

Balance Sheet (SEK million)
Mar 31
Jun 30
Sep 30
Dec 31
Mar 31
Jun 30

Assets







Fixed assets
147
157
198
213
247
302

Current assets
683
689
695
731
752
761

Total assets
830
846
893
944
999
1063









Shareholders´ equity and liabilities







Shareholders´ equity
512
515
547
579
573
591

Minority interests
3
4
4
3
4
4

Provisions
34
34
34
60
51
53

Long-term liabilities
4
4
4
11
11
11

Current liabilities
277
289
304
291
360
404

Total liabilities and shareholders´ equity
830
846
893
944
999
1063










1998
1998
1998
1998
1999
1999

Key figures
Jan-Mar
Apr-Jun
Jul-Sep
Oct-Dec
Jan-Mar
Apr-Jun

Orders received (SEK million)
433
441
428
462
531
520

Operating margin (%)
7
7
11
8
5
4

Profit margin (%)
6
7
10
9
6
4

Return on operating capital (%)
36
33
52
39
22
18

Return on shareholders´ equity (%)
17
17
26
21
13
11

Equity ratio (%)
62
61
62
62
58
56

Interest-bearing net liability (SEK million)
9
9
9
19
18
18

Average number of full-time employees
801
819
969
871
908
1028

Capital expenditures for:







- buildings and land (SEK million)
-
3
43
8
24
41

- machinery and equipment (SEK million)
27
25
22
22
28
34

Numbers of shares at period-end (thousands)
28 800
28 800
28 800
28 800
28 800
28800

Earnings per share (SEK)*
0,73
0,77
1,18
1,03
0,64
0.57

Equity per share (SEK) *
18
18
19
20
20
21









*Adjusted for new share issue
















1998
1998
1998
1998
1999
1999

Net sales (SEK million)
Jan-Mar
Apr-Jun
Jul-Sep
Oct-Dec
Jan-Mar
Apr-Jun

System
222
226
255
235
220
283

Mobile Communications
190
209
192
196
215
245

Total
412
435
447
431
435
528









Europe
116
144
100
119
113
115

North & South America
177
177
235
180
157
248

Rest of the world
119
114
112
132
165
165

Total
412
435
447
431
435
528


































1999
1998





Cash flow analysis (SEK million)
Jan-Jun
Jan-Jun





Cash flow from current operations
74
80





Change in working capital
-41
-26





Capital expenditure
-127
-55





Cash flow after investments
-94
-1





Financing
-22
-19





Change in liquid funds
-116
-20











3
7


*
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