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Disclaimer

The discussion of portfolio investments represents the views of the
investment manager. These views are current as of the date of this
commentary but are subject to change without notice. As of the date of this
publication, Aquitania Capital Management has a position in the securities
mentioned herein and may purchase or sell shares at any time without notice.
All information provided is for information purposes only and should not be
considered as investment advice or a recommendation to purchase or sell any
specific security. Security examples featured are samples for presentation
purposes and are intended to illustrate our investment philosophy and its
application. While the information presented herein is believed to be reliable,
no representations or warranty is made concerning the accuracy of any data
presented. Portfolio composition will change due to ongoing management of
the portfolios. References to individual securities are for informational
purposes only and should not be construed as recommendations by Aquitania
Capital Management or its members.




Aquitania Capital Management

- Long-Biased, global investor across the capital structure

- Blended Quality and Opportunistic Value manager

- Compounders:

- Identifying companies with the potential to compound capital at
exceptional rates over long periods of time.

« Opportunistic:
- Asymmetric reward-to-risk situations with high conviction in a variant
thesis through intensive independent research

- Securities that are either being accidentally overlooked or actively
avoided by most investors




Evolution of a Value Investor

-Market opportunities are consistently arbitraged away by
new capital and talent

- Continuously searching for pockets of inefficiencies to
exploit

-From cigar butts to See's




Evolution of a Value Investor

- Event-Driven origin
- Focus on edge/understanding counter-thesis/thinking in
probabilities

- Balance sheet events
- Spinoffs, recapitalizations, distressed, litigation

- Complex situations where research should generate a significant
edge

- Industry structure research
- Time arbitrage

- New markets
- Global, emerging




From Cigar Butts to See's

- Cigar butt investing absent market distress is challenging
- Few opportunities matched with lots of capital and talent prices away opportunity

-When you get it right, it's rewarding

- But holding periods are shorter, so you must find another

- When you get it wrong, it's a mess
- More decisions doesn’t necessarily mean better ones

- Contrarian or wrong?
- Cigar butt or cake in the rain?




VALUExVail 2013

« Chimera Investment (CIM)
- RMBS mortgage REIT
« Highly opportunistic, research-driven idea

- Perceived risks were significantly higher than probable actual risk

- Chimera was essentially a time machine, allowing an investor in 2013
to go long US residential housing...at 2009-2011 prices!




VALUExVail 2014

- Forest Qil/Sabine - valuation arbitrage

- A lousy public E&P and a PE-backed E&P seeking an exit were
somehow going to be better if combined

- Lots of deal-related issues to focus on...and miss the big picture

- Macro quickly deteriorated as the Saudis torched oil prices to derail
the US-Iran deal

- Deal ultimately closed, but combined co didn't survive




Reckoning

-Many things had to go right, and most were outside
management'’s control

-Meanwhile, AMZN, FB, GOOGL, AAPL were reasonably
priced compounders hiding in plain sight

-ldentifying structurally advantaged businesses with a
long runway of growth ahead is not easy

- Different set of risks, but several advantages




Evolution

- Extended long-term focus
« From 2-3 years to 5-10 years

- Emphasize quality of business/market opportunity

- Surprisingly makes the job more fun

- Focus on identifying and holdin% a relatively small number of
companies, hopefully for a very long time

-Very active trader during market dislocations, very inactive
otherwise
- Nicely tax-efficient

- Balance out higher growth/higher multiple positions with
lower growth/lower multiple positions and add a few
opportunistic investments as warranted




LM ERICSSON

De-risked Growth at a Value Price




LM Ericsson (ERIC) $12.09

- Cellular Communications Equipment Leader
- Oligopoly with Nokia and Huawei

«$40b market capitalization, $32b TEV

Value Drivers
«5G product cycle should cover next decade

 Enterprise needs (l0T) expands market
- Growth largely de-risked through LT contracts
- Preferred provider outside of China




What Does the Market See?

-Market focused on reduction in China share
- Retaliation for Sweden banning Huawei

- 8% revenues

-High pension liability $5b

- Turnaround 2017-2019

- A strong story, but not a particularly sexy story




What Doesn’t the Market See?

- Competition ex-China should be easier

-Barriers to entry are huge ($5b R&D)
5@ structure creates stronger network effects

All inclusive EV is $32b vs $41b on FactSet
- Pension liability is an illusion, using discount rate of 0.5%

- $4b investments
- $3b deferred tax asset
« Cash $6b vs Debt of $5b (approx. 1x EBITDA)




We're Gonna Need a Bigger Boat

CSPs must maximize performance per total cost of ownership

Exponential traffic growth Our technology can decrease
cost per bit
15 ZB/Yr

R o Custom chips
32% CAGR

Spectral optimization
Advanced software

Architectural evolution

Cloud-native software




5G Cycle > 4G

Next generation access ushers in a 'gigabit world’

We are still early in the 5G cycle We lead in access technology
4G/5G netwark slicing
Digitalized 5G network deployments

CSP IP Routing

Fiber-to-the-home

Radio technology product and services market 10G technology (XGS-PON)
in €bn excluding China




5G Opportunity

Consumer 5G demand is there and

can be monetized

The better experience of 5G
drives consumer demand

55

B meatured 3-5 limed faster (Ran
A, ansuing a belter axparienoe

2-5

S5 uters consume -5 Hmes more
data = drives bucket upgrades

Consumers are willing to spend
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5G Uptake

5G an enabler for growth
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5G Buildout/Market Share

Accelerating the buildout of the 5G Innovation Platform

50 network platform is under construction Ericsson hos been instrumental in Ericsson rewarded with
ocross all three spectrurm bands oddressing 5G deployment chollenges market share gafing
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5G > 4G

A horizontal connectivity platform that scales [oT
solutions across enterprise segments
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Enterprise Opportunity

The market opportunity

$39b
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Enterprise Opportunity

Enterprise digitalization is an attractive opportunity

The enterprise opportunity in entenprise
digitaization is sizable

- 25% CAGR
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Turnaround 2017-2019

Ericsson turnaround journey since 2017

Net sales Underlying gross margin® Operating income?®
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MNet sales turned to growth Solid gross margin improvement Strong profit improvement




Turnaround Complete

Our focused strategy has yielded results

25,000 20% » 25%
Warkioroe reductions* Showe of workkorce in REDF
FOCUSED BLSINESS STRATEGY :
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ROCE

Return on capital improvements from profits and efficiency

= Operating margin (before restr) and Capital turnover = — Keyinsights

DMt

12 ~ 2020 03
Rolling 4°
19 4 F

Strong portfolic ond economies of scale

8 Shorter legd-time from order to cash

Decision making bose

value creation principles

Copitol
" tumover
&

Improved maorgins and caopital efficiency through aligning incentives with strategy




Set the Standards, Drive the Market

5G — Ericsson leadership in creating a platform for the future

Adding new use cases by software...

J U J

---------------- B

Supporting backwards compatibility

Tt T

... and new technologies

Ericsson leads in driving 5G standards

* Flexible gir-interfoce supporting o range of deployment coses
v Based on use case requirerments. geogrophy, frequency bands

« Lean-corrier oir interfoce design
v Mew modulation ond coding co-existing with earlier technologies and devices
» Drastically reducing energy consumption

Ericsson leads in the field

= First to market in all geogrophies leveroging all Bonds
+ Unique performance and efficiency (spectrum sharing)
+ Leadership incloud notive design ard technologies

» Leader inclowd notive 5G Core (efficient migrotion with dual-mode core)

5G - the first stondard to be developed with a key aim to support future developments




R&D Builds the Moat

«ERIC $5b R&D vs. $4b at NOK

Ericsson R&D investments have resulted
in a strong 5G portfolio

R&D Spand, SEE b Mojor contributors to 556 standards (essentiol potents)
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R&D Builds the Moat

R&D investments — a key for sales and margin driver

— Technology leadership

— Investments in R&D a key port of our focused
business strategy

Significant investments carried out in Ericsson
Radio System (ERS) crucial to improved
market share and gross margin

From 1701 to 2803 (40 rolling), we increased
R&D by SEK 11 b.? and gross income grew by
SEK 24 b.# during the same period

Technelogy leadership yields future gross
margin expansion in support of long-term
targets

— R&D! and underlying gross margin?

[SEK b
RalEng 40

a5 5

Il BRay BB IEEDS 1%l Q5L
15 14 14 16 17 18 18 18 18 1IF 17

R0 i 2 ehashon 00 T anbed (9 %) — Rolineg 4

Clear soles and margin leverage from R&D investments
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Focused on FCF

Growing profit converted into free cash flow

— FCF (bef, MBA) and OM% ——— — Cosh position — Rating
SEED SEK b,

ot i | Dutlaok

BEE- Stoble
{1(3) (-l 28180 t
Posifive
{=ap 28 1'5'1'
§ Shable
) { i 2828)

Strong cash flows and resilient capital structure enabling our strategy for value creation




Growing Market Share

Market share gains by leveraging the technology shift and
our competitive offering

— Market share goins through — Ericsson RAN market shares

— Leveraging the technology shift to 56 @
— Spectrum sharing ond carrier aggregation
= Credible long-term roodmap
- Solid balance sheet supports R&D strategy

- Superior offerings with competitive TCO

~ Highly scalable :
- Simplified deployment
- Reduced network operating costs
- Higher energy efficiency
— Focusing on long-term value creating

opportunities
_ L Ea e

Each opportunity stands on its own merit — Positive net present values (NPY)




Financial Targets

Underpinning our long-term growth ambitions

'M&A ~ Portfolio near acquisitions & technology focus

Growth in'Enturl:li"i-s.u business — 5G and 1oT use coses

Growth in core businesses — Market share gain

Outgrow the e 87 1 mer : Carbon neutral
rr'u:rrh:-':rI TR i i i inoperations by
sales . 638

MNet Sales EBITA margin® Free Cash Flow | Sustainability
before MEA,

‘Eurlaling riliod ey S




Margin Expansion

Long term financial target - EBITA margin -

— Key elements of profit improvement ——— ~ Operating margin from rolling 4Q to long-term

— Sales growth mainly in EB&0, Networks and
Digital Service

Gross margin expansion mainly in Digital
Service (software) and EB&O (Crodlepaint)
— Increase shaore of software sales and

FECUITING revenues

Opex declines as a percentage of sales —

continued RED investments

From EBIT to EBITA: +8.5% effect on Group

Continued efficiency improverments through

further digitalization

>oles and mix expected be the main drivers to reoch long-term targets




Focused on FCF

Long-term financial target — FCF before M&A

— Bridge from operating income to free cash flow — llustative — — Comments

% al pet 2oles
ERITA! — Facus on delivering high cash
: . conversion from operating income
— Ongaing activities to reduce costs
"below operating income”, including
restructuring, financial net and tax
— Striving to maintoin working capital

efficiency but fluctuations may impoct
cash flow

© Froscom tow botoretin) | on-ian




Segment Targets

Target 2022 — Segment update

EBIT?! 12-14% no later than 2022

Segments

F'.ulling 40 Imvestor Update 2819 CHMD 2328
03 26281 28221 29221

MNetworks
Digitol Services

Monoged Services

Emerging Business
and Other

Ericsson Group

Underdying assemptions

176

-7 8%

T.4%

-4 1. 9%

15%-17% ) 16%-18%
10%-12% ) 4% - 7%

8%-10% ) 9%-11%

- -

Sum of the ports
12% - 14%

WS so SEK 9,18 (950 at Drvesaorn Undale J2 19}
Manoged Services oddressable morked: F%-4% CAGR 2929 - 2822 (Source: Exleral sources & Ericison onalyils]
MNetwort: RAN equipment 1% CAUGR 2028-2822 (Source: DeilOna)

Digital Serviced 1%-4% CAGE 2020-2822 (Source: Exlennal sounted and i idat andlyiial




Software is Eating the World

Bridge to 2022 targets

r~ Activities going forward

— Metworks delivering close to range — 17%
— Footprint improvement driven by 5G offering
- [Digital Services still loss making
- &G core will drive soles
— Higher software in mix
— Maonoged Services: FOCUs on Margin expansion
= Leverage R&D = Al ond automation

- EB&OD = initial margin dilution from
Crodlepoint
=

ok Jak ]
rellng 40

Rty

iy

Gl vl s

- Operating margin from rolling 40 to 2022 —

Moraged

Candis

Digital Services turnaround — main contributor to Group profitability improvement to 2622




Nokia - Still in Turnaround

=

200271 Qutlook Increasen

Met sales?

Comparable operating margin®
Free cash flow

=1

Comparable ROIC'*

Full year 2021

€21.7 billion to €22.7 billion

|

L3 djustsd rom £20 660 ToE2 1. 8E Al

10 to 12% (adieszed fram 7 to 107

I:-I""'.'-\'.I"I':Il r-ll'._hl"'-'“"l'l.l'lﬂI | Sl LIS TR TIOem PESTe)

1/ to £71% (sfusted from 10 ta 15%)

Full year 2023
Grow faster than the market
10 to 13%:

Clearly positive

15 to £0%




Nokia - Still in Turnaround

Fach business group contributes to value creation

corearatie| MODilE MNetwork Cloud ana Mokia Nokia
Networks Infrastructure MWetwork Services Technologies Group

increase RED and Deliver portfolo Restructure to aptimize I imnovat lon
compeete turnrcund | innovation in silicon and partfalio for sccelerated
systems, software growth and value

leadership and creatian expand coverage
B TOMSRTEnN

SECURE FEAEwWaS
Restructure to reset
caost base

LagTure key emnergmng Suild brand
Strengthen CSP opporiunities in 3G COM, | partnerships
roundation analytics and Al-based
cervices, private wireless,
digital operations, and
managed security

Dirive walue creation

through focus on 56

grawth, trust and

seCurity, entemprise Accelerate growth

and ORANSvRAN thraugh focus an
enterprise digital
transformatio n, clowd Dirive Xaas business
and Industry 4.0 madels

Puhibr




Valuation

ERIC Price

Cl. A Shares o/s

Cl. B/ADR Shares o/s
Share o/s (MM)
Market cap (MM) S

$12.09
3,072
262
3,334

40,310

Cash

LT Invest

Def. Tax Asset
ST Debt

LT Debt

Def Tax Liab
Minority Interest

(6,141)
(3,710)
(3,446)
1,234
3,570
377
(182)

Net Debt (8,298)

Enterprise Value 32,012

9/3/2021

Consensus Expectations:
December Year End
F2019A

F2020A

F2021E

F2022E

F2023E

S 23,743
EBITDA 1,906
EBIT 1,187
NI 188
EPS S 0.07
FCF S 1,027

Revenues

EV/Revenues
EV/EBITDA
EV/EBIT

P/E

P/FCF

Revenue growth
EBIT growth

EV/EBIT
Implied EV
less; Net Debt
Equity Value
Shares o/s
Target price
Upside

P/FCF
Implied EV
less; Net Debt
Equity Value
Shares o/s
Target price
Upside

S 27,897 S 26962 S 28208 S

4,264
3,460
2,113
063 $
2,492 $

1.1x
7.5x
9.3x
19.2x
16.2x

17%
1024%

4,202
3,424
2,183
0.66 S
2,168 $

1.2x
7.6x
9.3x
18.3x
18.6x

-3%
3%

12.0x
41,088 "%
(8,298)
49,386 "$
3,334
1481 $
23%

19.0x
41,192 $
(8,298)
49,490 "$
3,334
14.84 $
23%

4,795
4,026
2,636

0.79
2,554

1.1x
6.7x
8.0x
15.3x
15.8x

5%
21%

12.0x
48312 7%
(8,298)
56,610 " $
3,334
1698 $
40%

19.0x
48526 $
(8,298)
56,824 "$
3,334
17.04 $
41%

28,927
5,125
4,341
2,893

0.86
2,883

1.1x
6.2x
7.4x
14.1x
14.0x

3%
10%

12.0x
52,092

(8,298)
60,390
3,334
18.11

50%

19.0x
54,777

(8,298)
63,075
3,334
18.92

56%




Summary

«ERIC is a market share leader in an oligopolistic market
«5G market opportunity likely to be larger and longer

- Growth largely de-risked by contracts and network
effects

-Large IP portfolio
-Managing for growth and FCF - lots of optionality

- Market perception is myopic




CONTACT

Aquitania Capital Management, LLC
info@aquitaniacapital.com
www.aquitaniacapital.com




VALUER VAL

Explore more presentations at VALUExVail.com



https://valuexvail.com/
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