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Third quarter report 2014, Stockholm, October 24, 2014 as adjusted for incorporation by reference.

THIRD QUARTER HIGHLIGHTS Read more (page)
Sales in the quarter were SEK 57.6 (53.0) b., a growth of 9% YoY and 5% QoQ. 3
The sales growth YoY, mainly driven by growth in the Middle East, China, India and

Russia was partly offset by sales decline in North America 2,9
Gross margin increased YoY to 35.2% (32.0%), driven by improved business mix,

higher IPR revenues and lower restructuring charges 3
Profitability showed stable improvement across all segments 4
Operating income amounted to SEK 3.9 (4.2) b. The decline was mainly driven by

revaluation of unrealized hedge contracts of SEK -1.0 (0.8) b. 4
Cash flow from operating activities was SEK -1.4 (1.5) b. 10

Q3 Q3 YoY Q2 QoQ 9 months 9 months

SEK b. 2014 2013 change 2014  change 2014 2013
Net sales 57.6 53.0 9%  54.8 5% 160.0 160.3
Gross margin 352% 32.0% 36.4% 36.0% 32.1%
Operating income 3.9 4.2 -8% 4.0 -3% 10.5 8.8
Operating margin 6.7% 8.0% 7.3% 6.6% 5.5%
Net income 2.6 3.0 -13% 2.7 -1% 7.0 5.7
EPS diluted, SEK 0.81 0.90 -10%  0.79 3% 2.25 1.72
Cash flow from operating activities -1.4 1.5 -193% 2.1 -166% 10.1 2.8
Net cash, end of period 1) 294 24.7 19% 32.5 -9% 294 24.7

' Reconciliation of non-IFRS financial measures to the most directly comparable IFRS financial measures can be
found on page 30.

Ericsson Third Quarter Report 2014 1

Table of Contents 4



Edgar Filing: ERICSSON LM TELEPHONE CO - Form 6-K

Table of Conten

CEO Comments

Reported sales increased by 9% year-over-year with stable operating income.

The sales growth year-over-year was mainly driven by the Middle East, China, India and Russia, but was partly offset
by lower sales in North America.

Mobile broadband sales increased both year-over-year and quarter-over-quarter as we have started to deliver on
previously communicated key contracts. We are executing on 4G/LTE contracts in Mainland China and Taiwan and
improving sales in Japan. Furthermore, the investment climate in India continues to improve. Sales in parts of Europe,
mainly UK and Germany, showed growth year-over-year while the development in southern Europe continued to be
weak.

Sales in North America continued to be driven by operator investments in capacity and quality enhancements.
However, business activity slowed down during the quarter as operators currently focus on cash flow optimization.

The momentum for Professional Services continued and generated organic growth in the quarter driven by managed
services sales and systems integration. The acquired Red Bee Media was successfully integrated and fully
consolidated in the third quarter.

Political unrest prevails in many parts of the world, especially in the Middle East and Northern Africa. The quarter
shows that our global footprint, with customer in 180 countries, gives us the scale and strength to manage regional
variations.

Profitability showed stable improvement across all segments. This was primarily driven by favorable

business mix, higher IPR revenues as well as efficiency enhancements. Operating income was negatively impacted by
effects from hedge contracts, higher operating expenses related to modems and the acquired Mediaroom business as
well as planned ramp up of investments in IP.

We continue to execute on our strategic agenda; to improve our profitability in the core business in order to invest in

targeted areas such as IP networks, Cloud, TV & Media and OSS & BSS. Three important acquisitions were made in
the quarter:

MetraTech accelerates our cloud and enterprise billing capabilities within BSS

Fabrix Systems extends our overall leadership position in TV & Media

Majority stake in Apcera that strengthens our position in enterprise cloud
During the quarter we took the strategic decision to stop all further development of modems and shift some R&D
resources from segment Modems to Networks to pursue growth opportunities in the radio business.

Table of Contents 5
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Through our technology and services leadership we are well positioned to continue to be a strategic partner to our
customers as they move to capture new market opportunities.

Hans Vestberg

President and CEO

Ericsson Third Quarter Report 2014
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Financial highlights

Q3 Q3 YoY Q2 QoQ 9 months 9 months
SEK b. 2014 2013 change 2014 change 2014 2013
Net sales 57.6 53.0 9% 54.8 5% 160.0 160.3
Of which Networks 30.0 26.7 13%  29.0 4% 83.4 82.9
Of which Global Services 24.5 24.0 2% 23.1 6% 67.9 70.3
Of which Support Solutions 3.1 2.4 30% 2.8 8% 8.6 7.1
Of which Modems 0.1 0.0 0.0 0.1 0.0
Gross income 20.3 17.0 20% 199 2% 57.5 51.5
Gross margin (%) 352% 32.0% 36.4% 36.0% 32.1%
Research and development expenses -9.3 -7.7 20%  -9.1 2% -26.6 -23.3
Selling and administrative expenses -6.0 -5.8 4%  -6.5 -8% -19.0 -19.1
Other operating income and expenses -1.1 0.8 -241%  -0.2 450% -1.3 -0.2
Operating income 3.9 4.2 -8% 4.0 -3% 10.5 8.8
Operating margin 6.7 % 8.0% 7.3% 6.6% 5.5%
for Networks 11% 10% 12% 11% 7%
for Global Services 7% 8% 6% 6% 6%
for Support Solutions -4% -5% -13% -5% -6%
for Modems
Financial net -0.1 0.1 -254%  -0.2 -35% -0.5 -0.6
Taxes -1.1 -1.3 -13% -1 -1% -3.0 -2.5
Net income 2.6 3.0 -13% 2.7 -1% 7.0 5.7
Restructuring charges -0.3 -0.7 -61% -0.2 15% -0.7 -3.5
Net sales

The USD has strengthened towards many currencies, including the SEK, which impacted sales positively in the
quarter.

Sales growth YoY was driven by stronger sales in the Middle East, China, India and Russia. This was partly offset by
lower sales in North America.

Reported sales for segments Support Solutions and Networks showed good growth YoY. Sales for Global Services
grew slightly especially in Professional Services while Network Rollout continued to decline. IPR revenues grew YoY

following the Samsung license agreement which was reached in January 2014.

Sales increased sequentially driven by strong mobile broadband sales in the Middle East, Russia, China and India.
This offset a decline in capacity sales in North America.

Gross margin
Gross margin increased YoY driven by improved business mix with higher hardware margins, increased IPR

revenues, a lower share of Global Services sales and lower restructuring charges.
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During the quarter we have executed on previously awarded contracts. This has, in combination with lower capacity
business, led to a lower gross margin QoQ.

Restructuring charges

Restructuring charges decreased YoY and remained flat QoQ, however at a low level. The execution on the service
delivery strategy, to move local service delivery resources to global centers, continues, but at slower pace compared to
last year.

Operating expenses

Total operating expenses increased YoY due to higher R&D expenses. This relates to segment Modems and

acquisitions such as the Mediaroom business. As anticipated, the run rate for organic investment in IP and Cloud has
also increased compared to the first half of 2014.

Ericsson Third Quarter Report 2014 3
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Other operating income and expenses

The revaluation and realization effects from hedge contracts were SEK -1.3 b. compared to SEK -0.5 b. in Q2 2014
and SEK 0.8 b. in Q3 2013.

The revaluation effect of SEK -1.0 (0.8) b. derives mainly from our unrealized hedge contract balance in USD, which
has decreased in value. The USD has strengthened towards the SEK between June 30 and September 30, 2014.
Ericsson s USD closing rate on September 30, 2014, was SEK 7.27 (6.72 on June 30).

Operating income

Operating income was stable YoY. Improvement was driven by higher sales, favorable business mix, higher IPR
revenues, lower restructuring charges and a positive effect from foreign exchange.

The improvement in operating income was more than offset by a negative effect from hedge contracts and increased
operating expenses.

Financial net

Financial net decreased YoY mainly due to foreign currency revaluation effects. Financial net improved sequentially
as an effect of currency revaluation effects.

Net income and EPS

Net income and EPS diluted decreased following the lower operating income.

Ericsson Third Quarter Report 2014 4
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Segment results

NETWORKS

Q3 Q3 YoY Q2 QoQ 9 months 9 months
SEK b. 2014 2013 change 2014 change 2014 2013
Net sales 30.0 26.7 13% 29.0 4% 83.4 82.9
Operating income 3.2 2.6 24% 3.6 -11% 9.2 5.5
Operating margin 11% 10% 12% 11% 7%
Restructuring charges -0.1 -0.3 -73%  -0.1 -38% -0.3 -1.9
Net sales

Sales showed YoY growth driven by high mobile broadband activities in the Middle East, China and India. In
addition, sales in IP Multimedia Subsystem (IMS) solutions continued to grow driven by Voice over LTE (VoLTE).

Sales increased QoQ driven by growth in China, Russia as well as the Middle East. This was partly offset by lower
capacity sales in North America. Sales related to Packet Core showed high growth sequentially.

Operating income and margin

The operating margin improved YoY. The increase was supported by improved business mix, IPR revenues and
earlier actions to improve commercial and operational effectiveness. This was partly offset by higher operating
expenses in IP and Cloud. The revaluation effect from unrealized hedge contracts had a negative impact on the result
of SEK -0.8 (0.8) b. YoY. In Q2 the revaluation effect from unrealized hedge contracts was SEK -0.3 b.

Business update

The solid business results were driven by continued mobile broadband demand and operator focus on performance as
a differentiator.

Ericsson small cell portfolio is now complete with the launch of new base station RBS 6402, which is intended to
address smaller commercial buildings. Ericsson Radio Dot system, for mid to large sized commercial buildings, will
start to be commercially deployed in US, Europe and Asia during Q4 2014.

Ericsson Software model was launched with new subscription models and simplified pricing. The new software
release, 15A, includes functionality which increases performance and energy saving.

Our position in Cloud business was strengthened with the strategic investment in Apcera (enterprise cloud). The

momentum for the multi-application IP router, SSR 8000, continued with 134 contracts signed since the launch in
December 2011. During the quarter, 14 new contracts were signed of which 6 were for fixed networks.
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GLOBAL SERVICES

Q3 Q3 YoY Q2 QoQ 9 months 9 months
SEK b. 2014 2013 change 2014 change 2014 2013
Net sales 24.5 24.0 2%  23.1 6% 67.9 70.3
Of which Professional Services 17.8 16.2 10% 16.6 7% 49.4 47.6
Of which Managed Services 7.2 6.3 15% 6.5 11% 19.4 18.9
Of which Network Rollout 6.7 7.7 -14% 6.5 3% 18.5 22.6
Operating income 1.6 1.8 -11% 1.5 8% 4.1 4.1
Of which Professional Services 2.1 2.3 -10% 2.1 -2% 6.0 6.4
Of which Network Rollout -0.5 -0.5 4%  -0.6 -26% -1.9 -2.3
Operating margin 7% 8% 6% 6% 6%
for Professional Services 12% 14% 13% 12% 13%
for Network Rollout -7% -6% -9% -10% -10%
Restructuring charges -0.1 -0.4 -70%  -0.1 51% -0.2 -1.4
Net sales

Network Rollout sales declined YoY with lower mobile broadband activities in North America and Japan. Reported
sales in Professional Services showed double digit growth driven by Consulting and Systems Integration and Managed
Services.

Global Services sales increased QoQ driven by Professional Services sales in Japan and the Middle East. Network
rollout sales increased QoQ due to higher project activities in Russia, the Middle East and Germany.

Operating income and margin
Global Services operating margin declined slightly YoY negatively impacted by revaluation of hedge contracts.
Network Rollout profitability improved sequentially due to a reduced negative impact from the European

modernization projects.

Excluding the negative impact from hedges Professional Services margin remained stable YoY despite a larger share
of Managed Services sales.

Business update
Business momentum in Professional Services continues to be good with several new contracts in the quarter for both

Managed Services and Consulting and Systems Integration. In Broadcast Services we now serve more than 500
channels.

Q3 Q2 Q1 Full year
Other information 2014 2014 2014 2013
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Number of signed Managed Services contracts 17 21 16 84
Number of signed significant consulting & systems

integration contracts D 13 12 9 31
Number of Ericsson services professionals, end of period 65,000 64,000 61,000 64,000

D" In the areas of OSS and BSS, IP, Service Delivery Platforms and data center build projects.

Ericsson Third Quarter Report 2014
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SUPPORT SOLUTIONS

Q3 Q3 YoY Q2 QoQ 9 months 9 months
SEK b. 2014 2013 change 2014  change 2014 2013
Net sales 3.1 24 30% 2.8 8% 8.6 7.1
Operating income -0.1 -0.1 4%  -04 -711% -0.5 -0.4
Operating margin -4% -5% -13% -5% -6%
Restructuring charges -0.1 0.0 0.0 -0.1 -0.2
Net sales

Reported sales increased YoY. Reported sales grew in seven out of ten regions.
Sales increased QoQ with good development in OSS and BSS.
Operating income and margin

Operating income was negative at SEK -0.1 b. and flat YoY. Higher sales were offset by R&D investments in
next-generation TV solutions and by a negative revaluation effect from hedges.

Operating income improved QoQ due to a better business mix and higher sales.
Business update

The acquisitions of Fabrix Systems and MetraTech were announced in the quarter. Fabrix Systems adds video cloud
storage and computing to Ericsson s TV & Media offering. Expected closing is in Q4 2014.

The acquisition of MetraTech accelerates cloud and enterprise billing capabilities within BSS. The deal was closed in
Q3 2014.

Ericsson s MediaFirst TV Platform was announced in September. The cloud-based TV platform will be commercially
available on the market in Q2 2015.

The overall transition from traditional telecom software license business models to recurrent license revenue deals
continues.

Ericsson Third Quarter Report 2014 7
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MODEMS
Q3 Q2 QoQ Q1
SEK b. 2014 2014 change 2014
Net sales 0.1 0.0 0.0
Operating income -0.7 -0.5 62% -0.7
Operating margin
Restructuring charges 0.0 0.0 0.0
Background

Ericsson took over the LTE thin modem operations as part of the breakup of the joint venture with
STMicroelectronics in August 2013. Since integration, the modems market has developed in a direction that has
reduced the addressable market for thin modems. In addition, there is strong competition, price erosion and an
accelerating pace of technology innovation. Success in this evolved market requires significant R&D investments. As
a consequence, Ericsson announced, on September 18 2014, the discontinuation of further development of modems
and shift some R&D resources to Networks to better pursue growth opportunities in the radio business.

The change is in line with previously communicated statement to evaluate success of Modems within 18-24 months
from integration.

Operating income
Operating income was SEK -0.7 b. in the quarter and SEK -1.9 b. year to date 2014. Total operating expenses for the
modems business in 2014 are estimated to SEK -2.6 b. Modems continue to support key M7450 customer

engagements.

The discontinuation of the modems business will lead to a significant reduction in costs related to the modems
business in the first half of 2015. Modems will have no impact on Group P&L from the second half of 2015.

Ericsson Third Quarter Report 2014 8
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Regional Sales

Third quarter 2014 Change
Global Support

SEK b. Networks ServicesSolutionsModems Total YoY QoQ

North America 6.8 6.5 0.8 14.0 -3% -8%
Latin America 2.7 2.9 0.3 59 11% 9%
Northern Europe and Central Asia 2.1 0.9 0.1 3.2 7% 16%
Western and Central Europe 1.8 2.7 0.2 4.6 6% 1%
Mediterranean 2.1 2.9 0.2 5.2 -8% -5%
Middle East 3.7 2.0 0.3 6.0 38% 34%
Sub-Saharan Africa 1.2 1.1 0.1 24 -9% 30%
India 1.1 0.7 0.2 2.0 56% 22%
North East Asia 4.5 2.3 0.3 7.0 16% 10%
South East Asia and Oceania 2.0 1.7 0.1 3.8 5% 4%
Other D 1.9 0.7 0.7 0.1 34 55% 1%
Total 30.0 24.5 3.1 0.1 57.6 9% 5%

) Region Other includes licensing revenues, broadcast services, power modules, mobile broadband modules,
Ericsson-LG Enterprise and other businesses.

North America

Sales during the quarter continued to be driven by network quality and capacity expansion business, although at lower

levels than previous quarters as operators currently focus on cash-flow optimization. Recent network ICT

transformation contracts, including the modernization of OSS and BSS, drove the Professional Services business.

Latin America

Growth continues to be driven by mobile broadband and related services. Currency restrictions impacts investments in
parts of the region.

Northern Europe and Central Asia

Sales grew predominantly driven by mobile broadband infrastructure investments in Russia. Professional Services
sales increased in the quarter mainly due to operator focus on network quality. TV & Media developed favorably in
the quarter, contributing to growth in Support Solutions.

Western and Central Europe

Sales increased YoY mainly driven by Network Rollout. Investments in network quality and capacity, together with
managed services, continue to be the main drivers for the business.

Mediterranean
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Sales in the region declined YoY due to modernization projects that peaked during 2013. Managed services continue
to be an important driver of growth.

Middle East

Sales continued to show good growth YoY mainly driven by 3G deployments. Overall demand for network
infrastructure is driven by the rapid increase in data traffic as well as coverage requirements for new mobile licenses.

Sub-Saharan Africa

In certain markets across the region operators are starting to increase their network investments as they focus on
network performance. There is a continued demand for managed services.

India

Since end of last year, sales in the region has recovered, mainly driven by an increase in operator capex spending in
response to greater data uptake. The YoY growth in Support Solutions is driven by OSS and BSS and TV & Media.

North East Asia

Sales increased YoY as a result of execution on previously awarded 4G/LTE contracts in Mainland China and
Taiwan. This was partly offset by reduced network investment levels in Japan and Korea. Sales in Japan improved

QoQ
South East Asia and Oceania

Sales increased YoY mainly driven by mobile broadband investments in the region, compensating for a further decline
in Indonesia as major 3G projects peaked in 2013. Several markets have commenced LTE trials.

Other

Licensing revenues showed good development YoY, following the Samsung agreement. Broadcast services continued
to grow as the acquired Red Bee Media business was fully consolidated in the quarter.

Ericsson Third Quarter Report 2014 9
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Cash flow
Q3 Q3 Q2
SEK b. 2014 2013 2014
Net income reconciled to cash 5.0 4.4 5.9
Changes in operating net assets -6.3 -2.9 -3.8
Cash flow from operating activities -14 1.5 2.1
Cash flow from investing activities -0.7 -3.1 3.7
Cash flow from financing activities -1.3 0.0 -12.2
Net change in cash and cash equivalents -1.0 -3.3 -5.0
Cash conversion (%) U -27% 33% 35%

) Reconciliation of non-IFRS financial measures to the most directly comparable IFRS financial measures can be
found on page 30.

The negative cash flow from operating activities was due to increased working capital, mainly as a result of increased
sales and seasonal build-up of inventory. Execution on previously awarded contracts impacted working capital
negatively during the quarter.

Investing activities were predominantly acquisitions of SEK -0.3 b. and normal capex investments of SEK -1.4 b.
mainly related to test equipment.

Short-term investments decreased by SEK 2.3 b.
Cash flow from financing activities was mainly related to repayment of debt of SEK -1.3 b.

Cash outlays regarding restructuring amounted to approximately SEK 0.2 b. in the quarter.

Jan-Sep Jan-Jun Jan-Mar Jan-Dec Jan-Sep Jan-Jun

Working capital KPIs, number of days 2014 2014 2014 2013 2013 2013
Sales outstanding 111 113 112 97 109 103
Inventory 69 70 72 62 72 73
Payable 57 61 62 53 53 55

Days of sales outstanding and inventory days decreased slightly.

Payable days decreased somewhat due to increased services sales with shorter payments days.
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Financial Position

Sep 30 Jun 30 Mar 31 Dec 31

SEK b. 2014 2014 2014 2013
+ Short-term investments 34.0 353 41.8 35.0
+ Cash and cash equivalents 32.0 33.1 38.1 42.1
Gross cash 66.1 68.4 79.9 771
- Interest bearing liabilities and

post-employment benefits 36.6 359 36.3 39.3
Net cash 294 32.5 43.6 37.8
Equity 1434 138.0 142.6 141.6
Total assets 274.0 265.5 267.2 269.2
Capital turnover (times) 1.2 1.2 1.1 1.3
Equity ratio (%) 52.3% 52.0% 53.4% 52.6%

) Reconciliation of non-IFRS financial measures to the most directly comparable IFRS financial measures can be
found on page 30.

Net cash decreased in the quarter as a result of higher working capital and post-employment benefits.
Post-employment benefits increased by SEK 1.1 b., mainly due to lower discount rates.
Current borrowings decreased by SEK 1.5 b. mainly due to repayment of a short-term borrowing.

The average maturity of long-term borrowings as of September 30, 2014, was 6.0 years, compared to 4.9 years 12
months ago.

Ericsson has one unutilized Revolving Credit Facility of USD 2.0 b.

On August 28, Standard and Poor s revised their outlook on Ericsson from negative to stable. Their present rating is
BBB+/Stable/A-2.

Debt maturity profile, Parent Company, SEK b.

Ericsson Third Quarter Report 2014 11
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Other information

Ericsson acquires a majority stake in Apcera

On September 22, 2014, Ericsson announced it has agreed to acquire a majority stake in Apcera, a US based enterprise
services company and creator of the next-generation platform as-a-service called Continuum which works across
cloud, in premise and hybrid environments. In addition, Ericsson commits to fund development of next-generation
technology as well as sales channel and ecosystem creation.

The acquisition is expected to close during Q4 2014, subject to customary closing conditions. Apcera will operate as a
standalone company after the closing and will be consolidated financially under segment Networks.

Ericsson acquires Fabrix Systems

On September 12, 2014, Ericsson announced it has entered into an agreement to acquire Fabrix Systems, a leading
provider of cloud storage, computing and network delivery for video applications that today power some of the most
advanced cable and telecom cloud Digital Video Recorder (DVR) deployments.

The acquisition enables new services and migration to cloud DVR deployments in all TV platforms including
Ericsson MediaFirst and Ericsson Mediaroom. It also adds to Ericsson s video-centric network and services
capabilities to ensure that video can be managed, stored and delivered from the cloud to all TV Anywhere devices
efficiently and with assured quality of experience.

The acquisition is expected to close in the fourth quarter, 2014, subject to customary closing conditions. Fabrix
Systems will be incorporated into Business Unit Support Solutions.

Ericsson acquires MetraTech

On July 29 Ericsson entered into an agreement to acquire US-based MetraTech Corp. MetraTech accelerates cloud
and enterprise billing capabilities within BSS.

The acquisition includes 140 employees and contractors comprising a team of highly-skilled software experts. The
acquisition was closed at end of the third quarter 2014.

Antitrust investigations against Ericsson

In March 2013, Ericsson filed a patent infringement lawsuit in the Indian Delhi High Court against Micromax
Informatics Limited. As part of its defense, Micromax filed a complaint with the Competition Commission of India
(CCI) and in November 2013 the CCI decided to refer the case to the Director General s Office for an in-depth
investigation. In January 2014 the CCI announced they had opened another investigation against Ericsson based on
claims made by Intex Technologies (India) Limited. Ericsson has made numerous attempts to sign a license agreement
with Micromax and Intex on Fair, Reasonable and Non-discriminatory (FRAND) terms.

Disclosure pursuant to Section 219 of the Iran Threat Reduction and Syria Human Rights Act of 2012 (ITRA)
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During the third quarter of 2014, Ericsson made sales of telecommunications infrastructure related products and
services in Iran to MTNIrancell and to Mobile Communication Company of Iran, which generated gross revenues
(reported as net sales) of approximately SEK 1,236 million. Ericsson does not normally allocate quarterly net profit
(reported as net income) on a country-by-country or activity-by-activity basis, other than as set forth in Ericsson s
consolidated financial statements prepared in accordance with IFRS as issued by the IASB. However, Ericsson has
estimated that its net profit from such sales, after internal cost allocation, during the third quarter of 2014 would be
substantially lower than such gross revenues. Ericsson intends to continue to engage with existing customers and
explore opportunities with new customers in Iran while continuously monitoring international developments as they
relate to Iran and its government.

Ericsson Third Quarter Report 2014 12
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Risk factors

Ericsson s operational and financial risk factors and uncertainties along with our strategies and tactics to mitigate risk
exposures or limit unfavorable outcomes are described in our Annual Report 2013. Compared to the risks described in
the Annual Report 2013, no material, new or changed risk factors or uncertainties have been identified in the year.

Risk factors and uncertainties in focus short-term for the Parent Company and the Ericsson Group include:

Potential negative effects on operators willingness to invest in network development due to uncertainty in
the financial markets and a weak economic business environment, or reduced consumer telecom spending,
or increased pressure on us to provide financing;

Uncertainty regarding the financial stability of suppliers, for example due to lack of financing;

Effects on gross margins and/or working capital of the product mix in the Networks segment between sales
of upgrades and expansions (mainly software) and new build outs of coverage (mainly hardware);

Effects on gross margins of the product mix in the Global Services segment including proportion of new
network build outs and share of new managed services deals with initial transition costs;

A continued volatile sales pattern in the Support Solutions segment or variability in our overall sales
seasonality could make it more difficult to forecast future sales;

Effects of the ongoing industry consolidation among our customers as well as between our largest
competitors, e.g. with postponed investments and intensified price competition as a consequence;

Changes in foreign exchange rates, in particular USD, JPY and EUR;
Political unrest or instability in certain markets;

Effects on production and sales from restrictions with respect to timely and adequate supply of materials,
components and production capacity and other vital services on competitive terms;

Natural disasters and other events, affecting business, production, supply and transportation.
Ericsson stringently monitors the compliance with all relevant trade regulations and trade embargos applicable to
dealings with customers operating in countries where there are trade restrictions or trade restrictions are discussed.
Moreover, Ericsson operates globally in accordance with Group policies and directives for business ethics and
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conduct.

Stockholm, October 24, 2014
Telefonaktiebolaget LM Ericsson
Hans Vestberg, President and CEO
Org. Nr. 556016-0680

Date for next report: January 27, 2015
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Auditors review report

Introduction

We have reviewed the condensed interim financial information (interim report) of Telefonaktiebolaget LM Ericsson
(publ.) as of September 30, 2014, and the nine months period then ended. The board of directors and the CEO are
responsible for the preparation and presentation of this interim report in accordance with IAS 34 and the Swedish
Annual Accounts Act. Our responsibility is to express a conclusion on this interim report based on our review.

Scope of review

We conducted our review in accordance with the International Standard on Review Engagements ISRE 2410, Review
of Interim Report Performed by the Independent Auditor of the Entity. A review consists of making inquiries,
primarily of persons responsible for financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in accordance with International Standards
on Auditing (ISA) and other generally accepted auditing standards in Sweden. The procedures performed in a review
do not enable us to obtain assurance that we would become aware of all significant matters that might be identified in
an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the interim report is not prepared,
in all material respects, in accordance with IAS 34 and the Swedish Annual Accounts Act, regarding the Group, and
with the Swedish Annual Accounts Act, regarding the Parent Company.

Stockholm, October 24, 2014

PricewaterhouseCoopers AB

Peter Nyllinge

Authorized Public Accountant

Auditor in Charge

Bo Hjalmarsson

Authorized Public Accountant

Ericsson Third Quarter Report 2014 14
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Editor s note

For further information, please contact:
Helena Norrman, Senior Vice President,
Communications Phone: +46 10 719 34 72
E-mail: investor.relations @ericsson.com or
media.relations @ericsson.com
Telefonaktiebolaget LM Ericsson (publ.)
Org. number: 556016-0680
Torshamnsgatan 21

SE-164 83 Stockholm

Phone: +46 10 719 00 00

Investors

Peter Nyquist, Vice President,

Investor Relations

Phone: +46 10 714 64 49, +46 70 575 29 06
E-mail: peter.nyquist@ericsson.com
Stefan Jelvin, Director,

Investor Relations

Phone: +46 10 714 20 39, +46 70 986 02 27
E-mail: stefan.jelvin @ericsson.com

Asa Konnbjer, Director,

Investor Relations

Phone: +46 10 713 39 28, +46 73 082 59 28
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E-mail: asa.konnbjer@ericsson.com
Rikard Tunedal, Director,

Investor Relations

Phone: +46 10 714 54 00, +46 761 005 400
E-mail: rikard.tunedal @ericsson.com
Media

Ola Rembe, Vice President,

Head of External Communications

Phone: +46 10 719 97 27, +46 73 024 48 73
E-mail: media.relations @ericsson.com
Corporate Communications

Phone: +46 10 719 69 92

E-mail: media.relations @ericsson.com
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Safe harbor statement

All statements made or incorporated by reference in this release, other than statements or characterizations of

historical facts, are forward-looking statements. These forward-looking statements are based on our current

expectations, estimates and projections about our industry, management s beliefs and certain assumptions made by us.

Forward-looking statements can often be identified by words such as anticipates , expects , intends , plans , predicts
believes , seeks , estimates , may , will , should , would , potential , continue , and variations or negatives

and include, among others, statements regarding: (i) strategies, outlook and growth prospects; (ii) positioning to

deliver future plans and to realize potential for future growth; (iii) liquidity and capital resources and expenditure, and

our credit ratings; (iv) growth in demand for our products and services; (v) our joint venture activities; (vi) economic

outlook and industry trends; (vii) developments of our markets; (viii) the impact of regulatory initiatives; (ix) research

and development expenditures; (x) the strength of our competitors; (xi) future cost savings; (xii) plans to launch new

products and services; (xiii) assessments of risks; (xiv) integration of acquired businesses; (xv) compliance with rules

and regulations and (xvi) infringements of intellectual property rights of others.

In addition, any statements that refer to expectations, projections or other characterizations of future events or
circumstances, including any underlying assumptions, are forward-looking statements. These forward-looking
statements speak only as of the date hereof and are based upon the information available to us at this time. Such
information is subject to change, and we will not necessarily inform you of such changes. These statements are not
guarantees of future performance and are subject to risks, uncertainties and assumptions that are difficult to predict.
Therefore, our actual results could differ materially and adversely from those expressed in any forward-looking
statements as a result of various factors. Important factors that may cause such a difference for Ericsson include, but
are not limited to: (i) material adverse changes in the markets in which we operate or in global economic conditions;
(i1) increased product and price competition; (iii) reductions in capital expenditure by network operators; (iv) the cost
of technological innovation and increased expenditure to improve quality of service; (v) significant changes in market
share for our principal products and services; (vi) foreign exchange rate or interest rate fluctuations; and (vii) the
successful implementation of our business and operational initiatives.

Ericsson Third Quarter Report 2014 16
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CONSOLIDATED INCOME STATEMENT

Jul - Sep Jan - Sep
SEK million 2013 2014 Change 2013 2014 Change
Net sales 52,981 57,643 9% 160,344 159,997 0%
Cost of sales -36,028 -37,362 4%  -108,834 -102,456 -6%
Gross income 16,953 20,281 20% 51,510 57,541 12%
Gross margin (%) 32.0% 35.2% 32.1% 36.0%
Research and development expenses -7,710 -9,281 20% -23,334 -26,640 14%
Selling and administrative expenses -5,778 -6,000 4% -19,050 -18,993 0%
Operating expenses -13,488 -15,281 13% -42,384 -45,633 8%
Other operating income and expenses 805 -1,134 -215 -1,319
Shares in earnings of JV and associated
companies -51 10 -121 -84 -31%
Operating income 4,219 3,876 -8% 8,790 10,505 20%
Financial income 678 429 1,162 1,098
Financial expenses -595 -557 -1,766 -1,634
Income after financial items 4,302 3,748 -13% 8,186 9,969 22%
Taxes -1,292 -1,124 -2,456 -2,991
Net income 3,010 2,624 -13% 5,730 6,978 22%
Net income attributable to:
- Stockholders of the Parent Company 2,921 2,646 5,595 7,345
- Non-controlling interests 89 -22 135 -367
Other information
Average number of shares, basic
(million) 3,227 3,238 3,225 3,235
Earnings per share, basic (SEK) D 0.91 0.82 1.74 2.27
Earnings per share, diluted (SEK) 1 0.90
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