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SAAB GROUP





Income after financial income and expenses increased to SEK 615 m. (336).


Sales, excluding regional aircraft, increased by 3% to SEK 5,032 m. (4,864). Saab Group sales totaled SEK 5,288 m. (6,201)


Net income SEK 427 m. (232).


Earnings per share SEK 4.01.


Decision by an Extraordinary General Meeting on September 30 to issue a debenture loan directed at Group employees. The loan has been over-subscribed.


A further order from Aérospatiale for part deliveries for the Airbus A340-500/600, with an estimated value of about SEK 300 m., was received during the third quarter.








Saab offers advanced products and systems based on sophisticated information technology. Its business areas, excluding regional aircraft, are Military Aerospace, Space, Training Systems, Commercial Aircraft and Combitech.





The Saab share was listed on the Stockholm Stock Exchange on June 18. Saab's principal owners are Investor AB, with 20 percent of the shares, corresponding to 36 percent of the votes, and British Aerospace, BAe, with 35 percent, corresponding to 35 percent of the votes. The remaining 45 percent of the shares are traded on the Stockholm Stock Exchange.





On September 30, an Extraordinary General Meeting passed a resolution to issue a debenture loan directed at Group employees. The maximum amount of the loan will be SEK 254 m., which, after full subscription and full conversion, gives a dilution of 2.55 percent of the share capital and 1.67 percent of the votes. The application period expired on October 16 and the loan was oversubscribed by SEK 62 m.





Business area Military Aerospace comprises the Gripen, Dynamics and Avionics (associated company) units.





Saab manufactures the Gripen, the world's only fourth generation combat aircraft in operational service. Orders received for the Gripen from the Defence Materiel Administration (FMV) total 204 aircraft, of which 59 had been delivered by the end of September 1998. So far during 1998, 11 Gripen aircraft have been delivered.





�
Order bookings for Military Aerospace amounted to just over SEK 2,000 m. by the end of September. During the year, Dynamics has obtained an important order worth over SEK 300 m. for development work on the IRIS-T international short-range air-to-air missile. 





During 1998, Space has received orders totaling over SEK 500 m. These comprise onboard computers, antennas and other sophisticated electronic and mechanical equipment for the space industry.





Training Systems' order bookings up to the end of September amounted to just under SEK 300 m. and include follow-on orders from the USA and Germany for simulator equipment. Sales during the first nine months amounted to SEK 340 m. A considerable part of the order backlog consists of deliveries planned for the last quarter of 1998.





Commercial Aircraft consists of the business units Collaborative Programs, Customer Support and Saab Aircraft Leasing. During the third quarter, Collaborative Programs received a further order for development and manufacture of the recently launched Airbus A340-500/600. The order has an estimated value of about SEK 300 m. and the total value of the orders received for the Airbus A340-500/600 is about SEK 1,500 m. SEK 222 m. of this amount is included in the order bookings for 1998. These operations are currently being built up and are reporting negative income as a result of the development efforts in progress. Customer Support provides support and maintenance for the approximately 500 Saab 340 and Saab 2000 regional aircraft in operation throughout the world. Saab Aircraft Leasing comprises the Saab Group's operations for finance and leasing of regional aircraft manufactured by Saab. By the end of September, the portfolio comprised 316 aircraft, compared with 296 at January 1. The leasing portfolio was written down in 1997 and operations are following the plans then drawn up.





Combitech's concept is to develop, commercialize and realize the value of spin-off from Saab's military operations. By the end of September, Combitech's order bookings up to and including September amounted to SEK 758 m. With the exception of Electronics, where production disturbances had a negative effect on income, the established companies in the business area are developing satisfactorily. Traffic Systems' development costs, primarily for the Melbourne project, continue to have a heavy negative influence on operating income. During the third quarter, IV Image Systems was divested with a capital gain of SEK 1 m.





Regional Aircraft is manufacturing the remaining Saab 340 and Saab 2000 regional airliners on order. During the first nine months, 17 (21) and 7 (9) aircraft were delivered. The order backlog contains 17 aircraft, of which the last is planned for delivery in mid-1999. Production will then be terminated. Phasing-out is proceeding according to plan.














�
Sales and income





Income statement 


�
	Pro forma 2)�
�
�
9 months�
9 months�
Whole year�
�
SEK m.�
1998�
1997�
1997�
�
Sales�
5,288�
6,201�
8,674�
�
Cost of goods sold�
-3,873�
-4,813�
-6,400�
�
Gross margin�
1,415�
1,388�
2,274�
�
Marketing expenses�
-576�
-559�
-824�
�
Administrative expenses�
-388�
-466�
-622�
�
Research and development costs�
-251�
-308�
-495�
�
Items affecting comparability�
�
�
-5,421�
�
Other operating income�
200�
106�
133�
�
Other operating expenses�
-43�
-172�
-364�
�
Share in income of associated companies�
43�
3�
3�
�
Operating income 1)�
400�
-8�
-5,316�
�
Financial income and expenses�
215�
344�
471�
�
Income after financial income and expenses�
615�
336�
-4,845�
�
Tax�
-172�
-94�
1,075�
�
Minority interest�
-16�
-10�
-20�
�
Net income�
427�
232�
-3,790�
�
�
�
�
�
�
1)	Includes depreciation of�
-562�
-566�
-749�
�
	of which depreciation on leasing assets�
-326�
-283�
-383�
�
�
�
2)	The income statement has been adjusted with regard to the change in Group structure concer-	ning Saab Aircraft Leasing, which was not consolidated in the Saab Group in September 1997.�
�






Sales by business area





�
Pro forma�
Pro forma�
�
�
9 months�
9 months�
Whole year�
3rd qrt�
�
SEK m.�
1998�
1997�
1997�
1998�
�
Military Aerospace�
3,011�
2,846�
4,480�
750�
�
Space�
415�
414�
594�
137�
�
Training Systems�
340�
464�
668�
99�
�
Commercial Aircraft�
686�
564�
757�
194�
�
Combitech�
742�
729�
1,073�
223�
�
Internal sales�
-162�
-153�
-193�
-44�
�
Saab excl regional aircraft�
5,032�
4,864�
7,379�
1,359�
�
Regional Aircraft�
1,692�
2,212�
2,522�
377�
�
Internal sales�
-1,436�
-875�
-1,227�
-369�
�
Saab Group�
5,288�
6,201�
8,674�
1,367�
�
�
Operating income by business ares


�
Pro forma�
�
�
�
�
9 months�
9 months�
Whole year�
3rd qtr�
�
SEK m.�
1998�
1997�
1997�
1998�
�
Military Aerospace�
349�
152�
586�
63�
�
Space�
38�
31�
47�
12�
�
Training Systems�
43�
99�
156�
13�
�
Commercial Aircraft 1)�
-13�
3�
3�
-13�
�
Combitech�
-26�
-192�
-338�
-24�
�
Group�
9�
50�
103�
5�
�
Saab excl regional aircraft�
400�
143�
557�
56�
�
Decrease in loss risk reserve�
0�
150�
313�
0�
�
Saab excl regional aircraft�
400�
293�
870�
56�
�
Regional Aircraft�
0�
-260�
-553�
0�
�
Saab Aircraft Leasing�
0�
-41�
-212�
0�
�
Total�
400�
-8�
105�
56�
�
Items affecting comparability�
0�
0�
-5,421�
0�
�
Saab Group�
400�
-8�
-5,316�
56�
�
1)	Whole year 1997 includes only Collaborative Programs. Owing to the provisions made in 	the financial statements for 1997, Customer Support does not influence income.�
�



Sales and income per quarter


�
1998�
�
1997�
�
SEK m.�
1st qtr�
2nd qtr�
3rd qtr�
�
1st qtr�
2nd qtr�
3rd qtr�
4th qtr�
�
Sales�
�
�
�
�
�
�
�
�
�
  Saab, excl reg. aircraft�
1,817�
1,856�
1,359�
�
1,586�
2,021�
1,257�
2,515�
�
  Regional Aircraft�
572�
743�
377�
�
770�
1,067�
375�
310�
�
  Internal sales�
-572�
-495�
-369�
�
-360�
-447�
-68�
-352�
�
�
1,817�
2,104�
1,367�
�
1,996�
2,641�
1,564�
2,473�
�
Operating income�
�
�
�
�
�
�
�
�
�
  Saab, excl reg. aircraft�
281�
63�
56�
�
37�
31�
75�
414�
�
  Decrease in loss risk reserve�
0�
0�
0�
�
0�
75�
75�
163�
�
  Regional Aircraft�
0�
0�
0�
�
-134�
18�
-144�
-293�
�
  Saab Aircraft Leasing�
0�
0�
0�
�
-31�
-34�
24�
-171�
�
  Items affecting comparability�
0�
0�
0�
�
0�
0�
0�
-5,421�
�
�
281�
63�
56�
�
-128�
90�
30�
-5,308�
�
Operating margin for Saab, excl regional aircraft�
�
�
�
�
�
�
�
�
�
  before depreciation�
19.8�
7.6�
9.9�
�
7.6�
7.5�
12.3�
21.4�
�
  after depreciation�
15.5�
3.4�
4.1�
�
2.3�
1.5�
6.0�
16.5�
�
�
�
�
�
�
�
�
�
�
�
Net financial income�
68�
63�
84�
�
104�
111�
129�
127�
�
Income after financial income and expenses�
349�
126�
140�
�
-24�
201�
159�
-5,181�
�
Net income�
245�
87�
95�
�
-27�
146�
113�
-4,022�
�
Earnings per share SEK 1)�
2.30�
0.81�
0.90�
�
�
�
�
�
�
�
�
1)	Number of shares:  106,459,675�
�



Parts of the Group's operations are normally exposed to considerable seasonal variations, the third quarter being a holiday season among both customers and suppliers.





Saab's net sales, excluding regional aircraft, increased by 3 percent to SEK 5,032 m. (4,864). The increase was due to higher invoicing of development to customer order, while the number of Gripen aircraft sold was lower - 11 compared with 15 during the first nine months of 1997, including 3 aircraft invoiced in 1997 after delivery in 1996. Sales of Commercial Aircraft increased, while low volumes in Training Systems resulted in reduced sales. The Group's total sales amounted to SEK 5,288 m. (6,201). The decrease was due to lower deliveries of Saab 340 and Saab 2000 aircraft and the financing by Saab Aircraft Leasing (SAL) of 18 (11) of the delivered aircraft. 





Operating income improved to SEK 400 m. (-8). Losses in regional aircraft and SAL burdened the previous year with SEK 301 m. and reversal of the loss risk reserve regarding the basic contract for the Gripen improved operating income for the same period by SEK 150 m. Operations in Regional Aircraft and Saab Aircraft Leasing are proceeding according to plan and have therefore not burdened the Group’s operating income during the first nine months of 1998.





Operating income, excluding regional aircraft and reversal of the loss risk reserve concerning the basic contract for the Gripen, amounted to SEK 400 m. (143). The improvement in Military Aerospace is mainly due to better income in the Gripen program and General Military Programs, as well as higher income in the associated company, Avionics. The improvement in Combitech's income came principally from positive income through divestment of certain operations during the present year, compared with considerable capital losses on the divestments made in 1997.





Income from financial items amounted to SEK 215 m. (344), of which Saab Aircraft Leasing accounted for SEK 58 m. The deterioration is primarily due to a lower interest level, lower liquid funds and an accrued interest cost of SEK 45 m. resulting from the outcome of a tax case over an investor lease transaction. The average return on liquid funds was 5.35 percent during the first nine months of 1998, compared with 6,0 percent in the corresponding period last year. Group income after financial income and expenses amounted to SEK 615 m. (336).








Orders


Group order bookings during the first nine months amounted to SEK 4,309 m. (14,279). The level is lower than in 1997 since orders received that year included batch 3 of the Gripen, comprising 64 aircraft for delivery by 2007, in addition to further Gripen development. The order backlog at the end of the period was SEK 25,032 m. (27,493).





�



Finance and liquidity





Balance sheet





�
Sep 30�
Dec 31�
Sep 30�
�
SEK m.�
1998�
1997�
1997�
�
Assets�
�
�
�
�
Goodwill and other intangible assets�
111�
134�
178�
�
Property, plant and equipment, etc�
2,538�
2,583�
1,823�
�
Lease assests�
8,142�
6,919�
6,685�
�
Shares�
101�
66�
63�
�
Inventories, etc�
5,140�
4,996�
4,734�
�
Receivables�
2,858�
2,970�
1,677�
�
Receivables on Investor AB�
3,120�
9,104�
9,753�
�
Cash and marketable securities�
9,342�
6,008�
6,287�
�
Total assets�
31,352�
32,780�
31,200�
�
�
�
�
�
�
Shareholders´ equity and liabilities�
�
�
�
�
Shareholders’ equity�
3,499�
3,091�
7,079�
�
Minority interest in subsidiaries�
168�
158�
74�
�
Provision for pensions�
2,246�
2,243�
2,238�
�
Other provisions�
6,647�
6,868�
3,317�
�
Liabilities to credit institutions�
96�
948�
1,008�
�
Lease obligations�
5,011�
5,207�
5,362�
�
Advance payments from customers 1)�
7,168�
7,538�
7,555�
�
Other liabilities�
6,517�
6,727�
4,567�
�
Total shareholders’ equity and liabilities�
31,352�
32,780�
31,200�
�
�
�
�
�
�
1)  Of which portion used�
2,287�
2,460�
2,814�
�






Since January 1, liquid investments, including receivables against Investor AB, less deductions for liabilities to credit institutions, have decreased by SEK 1,798 m. to SEK 12,366 m. (14,164). The decrease is mainly due to investments in leasing aircraft and lower advance payments from customers. Receivables against Investor AB fall due successively during the year and will thus be repaid. Net liquidity, less deductions for pension provisions, amounted to SEK 10,120 m., compared with SEK 11,921 m. at January 1. Equity/assets ratio of the Group as a whole was 12.2 percent, compared with 10.2 percent at January 1, and equity/assets ratio of Saab, excluding regional aircraft, was 25,0 (21,9) percent.





�
Ongoing tax case


The tax authorities have announced  that they intend to disallow deductions amounting to SEK 533 m. The issue is a double taxation issue and no provisions for additional tax have been considered necessary.








Capital expenditures


The Group's capital expenditures in plant and equipment, excluding leasing assets, amounted to SEK 319 m. (299), of which Saab accounted for SEK 317 m. (289).








Personnel


At the end of the period, the number of employees in the Group was 7,930, compared with 8,110 at January 1, 1998.








Linköping, October 28, 1998











Bengt Halse





President and Chief Executive Officer

















This Interim Report has not been subject to special examination by the Company's auditors.

















For further information, please contact:


Lars Jagerfelt, Vice President, Corporate Communications and Public Affairs, Saab AB, tel +46 13 187165


Lars Wahlund, Senior Vice President,  Corporate Financial Control, Saab AB,


tel +46 13 187135








Financial information:


The 1998 Report will be published on 17 February, 1999








The Interim Report is also published on the Internet (www.saab.se).
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