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The basic principle for the income pension system is
that pension payments made to today’s pensioners are
financed by continuous contributions (corresponding to
16 per cent of salary) from today’s salary earners.

The Sixth AP Fund’s mission

The Sixth Swedish National Pension Fund

(the Sixth AP Fund) manages public pension
funds in order to create high long-term returns
and maintain satisfactory risk diversification by
investing in small and medium-sized Swedish
growth companies, thus contributing to the
development of Swedish industry.

The Sixth AP Fund is an independent owner
that invests in a selection of private equity
funds and directly owns shares in a number of
small and medium-sized unlisted companies.

The role of the Sixth AP Fund
in the pension system

The earnings-related pensions of people in
Sweden are managed by the five buffer funds
— the First to Fourth Swedish National Pension
Funds and the Sixth AP Fund.

For each of the five buffer funds, the goal is to
ensure that their funds are invested in a manner
that meets the demands for high long-term
returns and satisfactory risk diversification.

The role of the Sixth AP Fund in the Swedish
pension system is to create returns by investing
long-term growth capital in unlisted small and
medium-sized Swedish companies.



The year in brief

Total return 16.1%

The Sixth AP Fund reported a total return before costs of
16.1 per cent for 2006 (11.0%).

Profit SEK 2,064 million

The Sixth AP Fund’s profit for 2006 was SEK 2,064 million
(1,241m). The return, calculated after costs, was 13.8 per
cent (8.9%).

Fund capital SEK 17.2 billion

The Sixth AP Fund'’s fund capital at the year-end amounted

to SEK 17.2 billion (15.1bn).

+ The value of the fund capital increased by SEK 2.1 billion
during the year.

- Since the Sixth AP Fund’s inception in 1996, the value
of the fund capital has risen by SEK 6.8 billion.

Key events during the year

Jan Feb Mar Apr May Jun
+ New business + Tradex is sold + Investment
model established to Brady Corp in Unfors
- The AP Convertible + Investment
Bond launched in Polarica

+ SEK 360 million
committed to
Amplico Kapital

+ Vasakronan’s stake
in Norrporten is
acquired

Jul
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+ The Sixth AP Fund
celebrates its 10th
anniversary

- SLSV sells
A Carlsson Research

+ Investments in early
stage made possible
via Local Networks

+ EUR 100 million

committed to
EQT V

300 600 900 1,200 1,500

Oct Nov Dec

+ Solibro GmbH formed
together with German
company Q-Cells

- SEK 250 million
committed to a new
management team,
CreVal Partners

- SEK 600 million
committed to
Lannebo MicroCap

- Lindab listed on

the Stockholm
Stock Exchange



Managing Director’s statement

Strong performance
on a rising market

The profit reported by the Private Equity operation was the best since the inception of the
Sixth AP Fund in 1996. Many of our portfolio companies met their business targets during
the year and several of them were sold. With a business model that has been finely tuned

to accommodate different types of investment, we are now ready to undertake greater

commitments. By maintaining a tight control we can increase the risk and thus improve

the opportunities for higher returns.

As we approached 2006, we were convinced that we would be
able to continue delivering good results. The progress reported
by our portfolio coupled with favourable market prospects in-
stilled in us an optimism that proved to be justified. For 2006,
the Sixth AP Fund reported a profit after costs of SEK 2,064
million (1,241m), which corresponds to a net return of 13.8 per
cent (8.9%). This exceeds the target of 7.2 per cent (6.1%) set by
the Board.

For the Private Equity operation, the profit after management
costs was the best ever reported by the Sixth AP Fund since its
inception in 1996, SEK 1,296 million (755m). This corresponds
to a return of 13.4 per cent (8.6%) which also exceeds the target.
The profit is attributable to changes in the value of portfolio
companies and to profits realised from the sale of companies.

Our balance sheet is characterised by cautious valuations.
Companies are valued according to EVCA's principles, even if
we estimate that their value at the time of a future exit could
be significantly higher.

Our fund capital at the year-end totalled SEK 17.2 billion.
Investments in unlisted companies correspond to 55.3 per cent
of the fund capital.

Very active buyout segment
The trend of strong performance in the buyout segment con-
tinued in 2006, with both market activity and portfolio activ-
ity reaching record highs. Contributory factors were strong
economic growth, both in Sweden and abroad, coupled with
low interest rates and an ever improving market for exits.
Many of the Sixth AP Fund’s portfolio companies, both those
in funds and direct investments, met their business targets dur-
ing the year and some were sold off. The payback of capital
from our funds and direct investments totalled SEK 4,197 mil-
lion in 2006. The largest single payback occurred in connec-

tion with the listing in December of the directly owned build-
ing supplier Lindab.

It takes about five years to develop companies in the buyout
segment. We were careful with our investment and commit-
ment of capital during 2002-2003 because of the assessment
of the market at that time. In light of this, we can expect to
see lower levels of activity and profitability in the buyout port-

folio over the next few years.

Brighter outlook for venture segment

It takes approximately twice as long to develop companies in
the venture segment as it does to develop companies in buy-
out. For this reason, the Sixth AP Fund’s portfolio, which
started to be put together around the turn of the millennium,
has a couple of years to go before it reaches maturity and the
majority of holdings can be sold off.

There have been some bright spots for the segment. Several
exits were completed and some of the funds reported profit-
ability. However, we chose to reduce the value of our invest-
ments in several venture funds in 2006 as well. We are now
focusing our strategy on fewer funds with a clear potential.

To create returns requires a long-term holding in the port-
folio companies. It is doubtful whether those fund structures
currently available in the market are always optimum for the
segment. There is still a need for a secondaries market for fund
units and more annex funds.

Finely tuned business model

Our business model clarifies our offerings to the market and
highlights our skills. It enables us to follow companies from the
early stage through to the mature stage. We have the resources
to engage in direct ownership and to invest in those funds that
fulfil our criteria.



Investments are made through the four business areas:

AP Direct Investments, AP Partner Investments, AP Life
Science and AP Fund Investments. Parallel to the investment
activities of our business areas, we are active in the early stage
through our Local Networks. With the AP Convertible Bond,
we are able to offer a more long-term solution to acquisition
financing.

Nowadays, many company owners are aware of the alter-
native forms of ownership available and often have specific
demands. The Sixth AP Fund’s business model means that we
can satisfy these demands while also being able to consistently
offer a long-term perspective to our undertakings.

Networks create credibility
Since 2002, the Sixth AP Fund has been visiting a number of
Sweden’s regions to meet entrepreneurs and various advisors
who are able and willing to influence local business deve-
lopment in their region. The contacts made during these road-
shows have resulted in Local Networks and have provided us
with a platform for creating lasting credibility in the market.
The initiative is an important part of day-to-day business,
leading to deals and business partners. The Sixth AP Fund’s
investment in Polarica AB is the result of the network in the
Norrbotten region in the north of Sweden. Through its Local
Networks, the Sixth AP Fund has also made contact with
companies that have been offered financing in the form of
the AP Convertible Bond.

Key events

The listing of Lindab in December marked the end of a success-
ful and eventful year with a number of important milestones.
The sale of A Carlsson Research AB, in which the Sixth AP
Fund has been involved since 1999, to Danish company

“Our long-term and
closely knit commitment
with the companies
has given us credibility
in the market.”

NeuroSearch A/S, was a significant and profitable exit for the
AP Life Science business area.

Solibro AB, one of the companies in the AP Partner Invest-
ments business area, set up a joint venture with German com-
pany Q-Cells AG, one of the world’s largest solar cell com-
panies, to develop and manufacture solar cells based on
Solibro’s unique environment-friendly technology.

During the year we integrated Mixed Equity into the
AP Fund Investments business area and built up a portfolio
comprising both small listed companies and unlisted holdings.
This portfolio has a higher liquidity than those in venture and
buyout. We have also set up the AP Convertible Bond as an
attractive form of acquisition financing for small and medium-

sized businesses that are preparing for a handover to a new
generation of owners.

Ready for greater commitments
Over the years we have built up a successful methodology for
working with companies at different stages of development.
Our long-term and closely knit commitment with the com-
panies has given us credibility in the market.

The portfolio of the Sixth AP Fund is today a portfolio with
a balanced risk, but one which still shows traces of the cau-
tious investment strategy we adopted at the beginning of the
decade. The platform provided by our business model, a well-
developed business structure, committed employees and an
efficient network means that we are now well equipped to
undertake greater commitments with a higher risk and to cope
with the eventuality of a declining market in the future.

Gothenburg, 22 February 2007

Erling Gustafsson



Mission, goals and strategy

A requirement common to all the Sixth AP Fund’s strategies is that every undertaking in a port-

folio company should have a clearly defined owner directive with set objectives. The owner

directive outlines the basis of the commission issued by the owners to the company’s Board.

Goals

The annual return on the total fund capital over five years
shall correspond to the risk-free interest rate plus a risk
premium of 4.5 per cent.

The Sixth AP Fund’s short-term goal is formulated as an
absolute return target and is set each year by the Board. The
goal is calculated once the Board has determined the allocation
of the Sixth AP Fund’s capital. Each asset class is allocated a
risk premium which is then added to the applicable repo rate.
The portfolio’s various return targets are then appraised to
arrive at an overall return target for the Sixth AP Fund. The

return target for the 2006 financial year was 7.2 per cent.

Small and
medium-sized
growth companies

Mission

The Sixth AP Fund manages public pension funds in order
to create high long-term returns and maintain satisfactory

risk diversification by investing in small and medium-sized
Swedish growth companies, thus contributing to the deve-

lopment of Swedish industry.

Core values

The Sixth AP Fund has played an active part in the Swedish
private equity market since 1996. In view of its mission and
taking into consideration the Sixth AP Fund’s role in the
private equity market, the Fund has established the following

core values:

The Sixth AP Fund is aware that it is dealing with public
pension funds and stands for high ethical standards and is

actively committed to environmental awareness.

The Sixth AP Fund creates value

* contributes to profitable expansion in growth companies

* isan active and committed owner with clearly defined
return targets

* is capable of turning away from bad deals.

The Sixth AP Fund is professional

* develops and systematises skills

* sets ambitious targets and assumes responsibility for
reaching them

* works with personal commitment.

The Sixth AP Fund takes a long-term approach
* understands those companies and funds in which it invests

* puts the company’s development ahead of personal gain.



Magnus Dahlgren and Cecilia Gross Friberger,
Sixth AP Fund, in conference with Per Rinder
(in the foreground), Sixth AP Fund.

Allocation of the Sixth AP Fund’s capital

The role of the Sixth AP Fund is to be an active and committed

owner and investor in the Swedish private equity market.

® The Sixth AP Fund strives for optimum allocation in the
investment portfolio, taking into consideration returns, risk,
segment and vintage year.

¢ The Sixth AP Fund invests in funds and investment com-
panies with experienced management teams who invest in
small and medium-sized Swedish and Nordic businesses in
venture capital, buyout and mixed equity.

e The Sixth AP Fund invests in unlisted small and medium-
sized Swedish companies through direct investments and

joint investments with business partners.

The Sixth AP Fund’s market strategy
The Sixth AP Fund’s mission demands a thorough market
analysis and clearly defined investment models.

The field of private equity investment for small and medium-

sized businesses comprises four distinct market segments.

Early stage

For the Sixth AP Fund, the early stage refers to the seed and
start-up stages in venture capital. The seed stage includes a
non-commercial element in which investments motivated
primarily by economic policy factors are made, e.g. in basic
research or in companies that are in need of different forms of
financial contribution. The seed stage also includes a more
developed market segment that allows for the commercialisa-

tion of research results, business concepts and products.

The Sixth AP Fund is of the view that the investments in the
non-commercial segment are associated with an unacceptably
high risk for the Sixth AP Fund. However, the Sixth AP Fund
does consider it appropriate to make investments on a smaller
scale in businesses in the close-to-market segment in the early

stage of development.

Venture capital

In the venture capital segment, investors focus on developing
businesses in the seed, start-up and expansion stages. The
development of the companies demands significant changes
and an initial national or Nordic restructuring process.

The capital invested in this segment comes from private indi-
viduals and numerous institutional investors, both Swedish and
international.

Investments are made mainly through private equity funds.
They are handled by management teams who work in close co-
operation with the management of the portfolio companies.

In venture, the business logic differs from sector to sector.
In tcchnology, the focus is often on companies that are keen
to take a leap forward through technological development or
mergers and aquisitions. In pharmaceuticals and medical tech-
nology, the investments tend to be in the development of
products rather than companies. In the more traditional manu-
facturing and service sectors, the focus tends to be more on
thorough and long-term initiatives aimed at developing the
company.

The Sixth AP Fund is of the view that investments in venture

capital involve significant risk, but can yield high returns.



Mission, goals and strategy

Investments in venture capital take a long time to develop and
require significant input in the form of capital and ownership
skills. It is therefore important that investors take a long-term
approach and have staying power to be able to create good

returns.

Buyout

This segment includes investments in portfolio companies in
the mature stage. The companies should have an established
market position and a positive cash flow. Parties involved in
buyout develop the companies by helping them grow in new
and existing markets at the same time as measures are taken to
improve the business. This approach helps create larger, more
profitable companies.

Buyout is one of the market segments that in recent years
has attracted considerable capital. Most of this capital has
come from international institutional investors.

In the Nordic region, the buyout market segment has

generated a high average return.

The Sixth AP Fund is of the view that the portfolio company
risk in the segment is low, whilst the financial risk is relatively
high as the portfolio companies are often leveraged. The
assessment is that buyout can deliver high and steady returns

over time.

Mixed equity

Alongside the traditional segments, a new market segment has

made an appearance, which the Sixth AP Fund has chosen to

call mixed equity. The mixed equity market segment consists
of both listed and unlisted holdings and is thus active in both
the listed market and the private equity market.

The Sixth AP Fund has identified the following types of
player in the segment, among others:

* Listed investment companies, which assume an active own-
ership role in their portfolio companies. These portfolio
companies may be listed or unlisted companies.

* Equity funds, which invest mainly in listed holdings. As
part of an increasingly common trend, some fund managers
have focused on acquiring larger stakes in companies and

combined this with a more active ownership role.

Business model and a description of the various stages of investment

Venture Capital

AP Partner Investments
Joint investments with
business partners

o

AP Life Science

Non-commercial Seed and

seed stage start-up stage Expansion stage

AP Fund Investments

Invests in funds in:

>

Buyout Mixed Equity

=)

AP Direct Investments
Direct investments by the
Sixth AP Fund, mainly in buyout

Development of closely associated management teams and direct investments

Mature stage

The Sixth AP Fund’s business model has been designed to ensure the
efficient implementation of the Sixth AP Fund’s market and investment
strategy. The business has been organised into four business areas, as

described above. Each business area has a clearly defined investment
strategy. A company’s development can be illustrated by an S-curve,
which provides a schematic view of how companies grow over time.



The Sixth AP Fund is of the view that mixed equity offers a
higher degree of liquidity than that seen in venture capital and

buyout as well as opportunities to create high returns.

Three investment strategies
The Sixth AP Fund pursues three main strategies: fund invest-
ments, development of closely associated management teams in
life science and making direct investments through its own
management teams or joint investments with business partners.
These investment strategies each place distinct demands
on behaviour towards other investors, management teams and
portfolio companies. A requirement common to all these strat-
egies is that every undertaking in a portfolio company should
have a clearly defined owner directive with set objectives. The
owner directive outlines the basis of the commission issued by

the owners to the company’s Board.

Fund investments
The Sixth AP Fund invests in funds and investment companies
with professional management teams in the venture capital,

buyout and mixed equity segments.

The Sixth AP Fund

e chooses experienced managers who are judged to be capable
of generating sustained high returns

e acts as an active investor when evaluating, monitoring and
controlling the funds

e considers each fund on its own merits when determining
an appropriate degree of influence and participation in the
decision-making process

e seeks to strike a balance between investors and management

teams in its distribution of returns.

Development of closely associated management teams in life science
The Sixth AP Fund participates in the development of private
equity funds in the venture segment, with an emphasis on

pharmaceuticals, biotechnology and medical technology.

The Sixth AP Fund

* plays an active role in the development of management
teams and portfolio companies

* invests in private equity funds in the fields of pharmaceuti-
cals, biotechnology and medical technology, areas in which
the Sixth AP Fund can contribute with specialist knowledge.

* secks to strike a reasonable and appropriate balance of influ-

ence and returns between investors and management teams.

Direct investments by the Sixth AP Fund

The Sixth AP Fund makes direct investments in small and
medium-sized unlisted companies in the venture and buyout
segments. These investments are made through its own direct
investments or through joint investments with business part-

ners.

The Sixth AP Fund

* is very active in the development of portfolio companies,
primarily through owner directives, board participation and
by acting as an advisor to company management teams

* makes the most of a strong brand and the ready availability
of expertise

* is capable of considerable staying power as a fund not
restricted by time

* safeguards low management costs.

Investments which the Sixth AP Fund eschews

In view of its mission and market analysis, the Sixth AP Fund
has chosen not to invest in the non-commercial, very early
stage. However, the Sixth AP Fund is evaluating alternative
models for investing in the close-to-market segment in the
early stage. These models are based on the assessments made
by and advice given to the entrepreneur rather than on the

examination of a business model or idea.



How does the

Sixth AP Fund invest?

The Sixth AP Fund operates as an investor partly by direct investments in unlisted companies
and partly as an investor in private equity funds. Investments are made through the four
business areas AP Direct Investments, AP Partner Investments, AP Life Science and AP Fund
Investments. Alongside these forms of investment, a long-term financing alternative exists
since 2006, namely the AP Convertible Bond, which is part of the fixed income management
operation of the Sixth AP Fund’s Treasury. The following section provides an overview of the

investment process for the different areas.

How does the Sixth AP Fund
come into contact with potential
targets for investment?

Which investments are of interest?

How is a new investment
assessed?

How is active ownership
exercised?

AP Direct Investments
Team: Urmas Kruusval, Hakan Bohlin,
Christina Brinck, Per Lindahl

Business opportunities are generated by our
own analyses and via a broad network.

AP Direct Investments has adopted an indepen-
dent investment perspective with no particular
industry focus, although there is an emphasis on
four areas: automotive, retail, energy and prop-
erty. Investments are made in mature and estab-
lished companies which have a strong market
position, predictable cash flows and good growth
potential and which are preparing for a new stage
in their development, or which operate in an
industry that is in need of restructuring.

Various criteria in the following areas are taken

into consideration:

- the nature of the industry and the development
opportunities it offers

+ the company’s position and status in
its industry

+ the ownership structure and management

- what the Sixth AP Fund can offer the company.

An owner directive set by the owners forms the
basis for an investment. Active ownership is exer-
cised above all through board representation.
Depending on the company’s requirements in terms
of skills, the board may be strengthened with
directors from outside the company. The owner’s
representative takes part in the work of the board
and monitors the company closely.

AP Partner Investments

Team: Mats Augurell, Annika Ahl Akesson

Most contacts are made through the Sixth
AP Fund’s own network. The business part-
ner tends to be the one to present an invest-
ment proposal.

Investments are always made together with a
business partner. The investment focus is on
companies in the expansion stage with a turn-
over of SEK 10-300 million. Investments are
made independent of industry in companies
that need to renew their business model in
order to grow. The companies should have a
neutral cash flow and have overcome any
technology risk.

Business partners and companies are regarded
as a unit. The first stage is to assess the busi-
ness model and the partner’s ability to reach
the deal’s targets. The next stage is negotiation
and a due diligence of the company.

The prerequisites for active governance are cre-
ated by drafting an owner directive and report-
ing requirements. Through active participation
in the work of the board, the business partner
should develop the company on the basis of a
mutually agreed owner directive and through
personal investment in the company.



AP Life Science
Team: Lars Ingelmark, Carina Langeland

The Sixth AP Fund handles several hundred investment opportunities every
year. For more information, the relevant business area can be contacted
directly. For questions of a more general nature regarding the Sixth AP
Fund’s investment process and questions regarding investments in the early
stages, please contact Susanne Olofsson, Local Network Co-ordinator.

AP Fund Investments
Team: Per Rinder, Magnus Dahlgren, Cecilia Gross

Friberger, Alexandra Nilsson, Karin Osslind

The AP Convertible Bond
Team: Stefan Holmgren, Fabian Dahl

Dialogues are constantly ongoing with
universities, other academic institutions
and market players and these generate
numerous investment opportunities.
Further, the industry is continuously
undergoing thorough analysis.

AP Life Science covers the pharmaceut-
icals, biotechnology and medical techno-
logy sectors. The size, stage of develop-
ment and financial position of the
companies can vary.

If, after an initial meeting with the com-
pany or fund, the parties are still inte-
rested, a thorough analysis is carried out
of the company’s/fund’s business case,
market position, ownership structure and
management. This is followed by more
in-depth discussions and further ana-
lyses before negotiations begin.

The Sixth AP Fund shall have board
representation in funds in which it holds
a large stake and in directly owned com-
panies. In other funds, the Sixth AP Fund
may have a representative on the invest-
ment or follow-up committee.

The emphasis is on investing in new funds estab-
lished by management teams that the Sixth AP
Fund is already co-operating with. New teams can
be added on a selective basis.

Investments are made in funds and investment
companies with a focus on businesses in the start-
up, expansion, mature and listed stages. AP Fund
Investments also makes co-investments with

the management teams.

AP Fund Investments is looking for skilled and
experienced management teams who are judged to
be capable of generating sustained high returns.
When evaluating new investments, particular
emphasis is placed on the following areas:

- investment strategy - internal processes

+ management team + historical returns.

- fund terms

The Sixth AP Fund acts as an active investor
when evaluating and monitoring the funds.

AP Fund Investments considers each fund on

its own merits when specifying requirements and
determining an appropriate degree of influence.

The product is being marketed primarily through
contacts with banks, audit firms and law firms all
over the country.

The AP Convertible Bond has been designed for
companies seeking a complement to bank finan-
cing to help cope with situations such as transfer-
ring the business to a future generation of owners.
The product is aimed at mature companies with a
steady turnover and positive cash flows. The Sixth
AP Fund does not handle investments of less than
SEK 10 million and anticipates that new owners are
able to provide a capital base corresponding to at
least 25 per cent of equity.

The evaluation process, which among
other things includes due diligence carried
out by a third party, examines the growth
potential of the company and its ability to
generate the future cash flows required to
manage its acquisition financing.

All convertible instruments are managed by
the Sixth AP Fund’s Treasury. The Sixth AP
Fund shall be entitled to appoint one full
board member and one deputy to the com-
pany’s board.



The private equity market

The buyout segment in Sweden grew further in 2006, due to a high level of capital
commitment and the favourable climate for investments and exits. The level of annual
committed capital for buyout investments also increased sharply in Europe. The condi-
tions for positive growth in the Swedish venture market continue to improve and there
are clear signs of an increase in annual committed capital.

Sweden a major force in private equity

The size of the private equity market is usually measured in
terms of total committed capital. In Sweden, total committed
capital amounted to around SEK 290 billion in September
2006. This corresponds to around 10 per cent of the value

of the Stockholm Stock Exchange and to just under one-sixth
of total committed capital to private equity in Europe. The
investment capacity of private equity market players is higher
than the amount of capital committed, particularly in the buy-
out segment, where the possibility of leveraging exists. Meas-
ured as a percentage of GDP, the only country in Europe with
a higher level of private equity investment than Sweden is the

UK. In the Nordic region, Sweden is by far the largest market.

Sharp increase in committed capital

The European private equity market should now be regarded
as an established market. Following a decline in 2002 and a
couple of years to return to stability, annual committed capital

in Europe rose by 157 per cent in 2005. This development can

Market growth, Sweden, SEK bn

Capital committed in Sweden in Q3,
2006, by type of investor

be attributed to the establishment of a number of large buyout
funds in the European market. New committed capital
remained at a high level in Europe throughout 2006.

In Sweden, annual committed capital declined in 2005 at
the same time as investments and exits rose drastically. Annual
committed capital in the Swedish market can fluctuate con-
siderably since only a few teams operate in the larger buyout
segment. During the first three quarters of 2006, committed
capital has once again risen in connection with the setting up

of new major buyout funds.

Capital contributions from many types of investor

Most of the private equity market players in Sweden are struc-
tured in funds in which mainly institutional investors such as
pension funds, insurance companies and banks invest. There
are also listed private equity companies such as Ratos and
companies which are owned and financed by major industrial
companies. The diagram below illustrates how new capital

committed in Sweden was distributed during the third quarter

IRR*, for private equity funds
as at 30 June 2006 (%)
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0f 2006 by type of investors. Pension funds are the largest
source of capital. Pension capital and insurance capital
together with fund of funds account for just over two-thirds

of the capital in the Swedish private equity market.

High rate of investment and exits

In Sweden, just over half the total committed capital has been
invested, around SEK 150 billion. Buyout investments account
for around two-thirds of the capital invested, while venture
accounts for the remaining third. In 2005, investments of
around SEK 40 billion were made in the Swedish private
equity market, which is more than twice as much as in 2004.
Buyout investments accounted for around 90 per cent of this
capital. In 2006, the rate of investment in Sweden has been on
a par with that in 2005. Up to and including the third quarter
of 2006, around SEK 31 billion had been invested.

In Sweden, some 230 companies were sold off in 2005 for
an overall deal value of around SEK 61 billion. This was the
highest value ever and the result of rising values and a buoyant
economy. In the first three quarters of 2006, 116 companies
were sold off for an overall deal value of around SEK 17 billion.
The number of exits and the average deal value have both
declined compared to 2005.

High level of activity in buyout

Over the past two years, there has been a sharp increase in the
level of activity in the buyout segment. After a year with many
major and profitable exits, management teams started 2006
with the aim of raising new capital for new funds. Although
the new funds that were set up in 2006 were considerably
larger than in the past, the raising of funds went much quicker
than expected. The access to capital throughout Europe is
considerable, due in part to the large influx of capital from US
pension funds.

At the end of the year, EQT closed its latest fund, EQT'V,
having raised EUR 4.25 billion in committed capital. Nordic
investors accounted for a quarter of this capital and a similar
amount came from US investors, while the UK and the rest of
Europe provided around 30 per cent. Earlier in the year, Nordic
Capital raised EUR 1.9 billion for its Nordic Capital VI fund.

The competition for investment targets is severe and the
scope for leverage can be regarded as good. At the same time,
factors such as a strong stock market and buoyant economy

have contributed to a continued favourable climate for exits.

Venture awakens

The Swedish and Nordic venture market is still young and
needs time to develop into an established market that is cap-
able of creating high returns over a sustained period of time.
In 2006, the market for exits has continued to improve. Com-
panies with clear potential are often bought up at an early
stage by foreign investors and foreign funds have invested in
several Swedish know-how companies close to a breakthrough.
The ever improving climate for IPOs has also improved exit
opportunities. Annual committed capital to venture amounted
to no more than around SEK 1 billion in 2005, but has risen
in 2006. Investors want to see more profitable exits before
they increase their exposure in the segment. The Swedish ven-
ture market is still suffering from the large number of funds
set up at the turn of the millennium, which in most cases have
generated weak returns. The trend elsewhere in Europe
indicates a growing interest in investments in venture. The
prerequisites for positive growth in the segment also exist in
Sweden, as the more experienced management teams start to

divest portfolio companies with good returns.

Returns in private equity funds

The statistics for the returns of private equity funds are based
on voluntary reporting. The reliability of the figures will
improve as the asset class matures, but there is still a need for
overall statistics on returns for the Swedish market. The most
common measure of return is the annual net return measured
as the IRR (internal rate of return). Industry statistics are
often presented as IRR for different periods of time.

The table on the previous page shows the annual average
IRR for private equity funds in the USA and Europe as at
30 June 2006, which is the latest available information for
both markets.

In the USA, venture has produced better returns than buy-
out over a ten-year period. Looking at the past five years, how-
ever, buyout has generated higher returns than venture in the
USA. In Europe, the buyout segment has generated better
returns regardless of the recording period. If Europe is to
follow the more developed US private equity market, invest-
ments in venture will generate increasingly higher returns in
the years to come. At the same time, the level of returns in
buyout will probably fall slightly.

When analysing the statistics on returns, it is important to
draw attention to the considerable variation in returns

between different funds.

Source: SVCA, EVCA, Thomson Venture Economics and press releases.



AP Direct Investments

AP Direct Investments has a long-term ownership perspective and the value
of the portfolio rose by 11.0 per cent in 2006. The listing of Lindab on the
Stockholm Stock Exchange in December marked the end of a very active year.

AP Direct Investments makes investments directly in unlisted
companies. Investments are made in well-established businesses
in the goods and services sector, where financial and structural
changes create conditions conducive to growth. Investments are
also made in structures where there is a need for a strategic
financial partner.

Very active market

There has been a high degree of activity in AP Direct
Investments’ market. Price levels for available investments
have continued to rise and many international players have
been active in the Swedish market. During the year, AP Direct
Investments has taken part in several negotiations regarding
both new investments and existing portfolio companies, and
has also evaluated a considerable number of investment oppor-
tunities.

AP Direct Investments takes a positive view of the business
opportunities in coming years. In 2007, the aim is to make a
number of new investments, primarily in AP Direct Investments’
four areas of focus: automotive, retail, property and energy.
These are areas of which AP Direct Investments has a good
knowledge and in which the business opportunities are thought
to be favourable. Moreover they offer scope for developing
existing portfolio companies to exploit their potential to the

full.

Long-term investments

AP Direct Investments has invested around SEK 4 billion in
Swedish unlisted companies and the portfolio currently com-
prises seven investments. In all these investments, AP Direct
Investments has a long-term ownership perspective that creates
the prerequisites for business development and value creation.
An owner directive provides the platform for developing the
business.

Very active portfolio

Tradex, in which the Sixth AP Fund invested in 1997, was sold
to the US company Brady Corp during the year. The Sixth AP
Fund sold half of its holding in Lindab in connection with the
latter’s listing on the Stockholm Stock Exchange in December.
Since the buyout of Lindab from the stock exchange in 2001,
the company has developed its business operations and market
position.

Polarica, one of Scandinavia’s leading companies in wild
game and berries, began preparations for the handover of the
business to a new generation of owners in 2006, with the result
that the Sixth AP Fund became a minority owner in the com-
pany. In February, Vasakronan’s ownership interests in Norr-
porten were acquired by the Sixth AP Fund and the Second AP
Fund, who now each own a 50 per cent stake in the company.
Norrporten’s business concept, to strengthen its business opera-
tions in prioritised locations, remains unchanged. Meca’s sub-
sidiary Dawa Dick became an independent portfolio company
of AP Direct Investments during the year with the aim of
improving the company’s business potential.

Financial results

The market value of the portfolio at the year-end was
SEK 4,308 million. The profit before costs was SEK 485
million, which corresponds to a return of 11.0 per cent.

Outlook

The business opportunities in 2007 are expected to be good,
both in terms of new investments and for growth in value in
existing portfolio companies.

AP Direct Investments 2006
Market-valued capital invested, SEKm 4,308
Profit/loss*, SEKm 485
Return*, % 11.0
Committed capital, SEKm 3,807

* before costs



Lindab’s Vénylation Busifess Area
produces circular air ducts that
are used in the construction.of

1 -'-. 1 ventilation systems.

Events during the year

- New investment in Polarica, one of Scandi-
navia’s leading companies in wild game
and berries. The deal was generated by
the Sixth AP Fund’s co-operation with the
Local Network.

+ Tradex, in which the Sixth AP Fund had a
20 per cent stake, was sold to the US
company, Brady Corp.

- Vasakronan’s ownership interests in Norr-
porten were acquired by the Sixth AP Fund
and the Second AP Fund, providing them
each with a 50 per cent stake in Norrporten.

-+ Lindab was listed on the Stockholm Stock

Exchange in December. The Sixth AP Fund
sold nine million shares in connection with
the listing and now owns 11.1 per cent of
the shares in the company.

- Dawa Dack was hived off from its parent

company Meca Invest in order to develop
Dawa Dack into Sweden’s leading force in
tyre logistics. The Sixth AP Fund owns 100
per cent of Dawa Dack.

Share of the Sixth AP Fund’s

fund capital

13




AP Direct Investments

AP Direct Investments — summary of holdings

Directly owned companies

DAWA DACK is a major tyre wholesaler with a wide net-
work of resellers in primarily the Swedish market. Dawa is
the general agent for Kuhmo, General Tire and Nankang.
Ongoing changes in the automotive industry since the
EU’s block exemption ceased to apply are creating good

opportunities for both tyre workshops and car repair
shops to expand their product offerings with new products
and services. The company has excellent potential for
expanding its business operations through, among other
things, forward integration.

Sales approx. SEK 350m
Managing Director
UIf Wahlstrom

www.dawadack.se
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JOHANNEBERG CAMPUSBO In co-operation with
Chalmersfastigheter, an apartment block with 479
student flats has been built on the Chalmers Campus.

Tenants began moving in during the summer of 2006. The
flats will be leased under a long-term lease to Stiftelsen
Chalmers Studenthem.

Sales approx. SEK 6m

CHALMERSFASTIGHETER

LINDAB is a world-leader in its field and develops, manufac-
tures, markets and distributes products and systems solu-
tions in thin sheet for an improved indoor climate and sim-
plified construction. The Ventilation business area focuses
on the ventilation industry and offers a wide range of prod-
ucts that includes everything from ventilation components
to comprehensive indoor climate solutions. The Profile busi-

ness area offers customers a wide range of efficient, eco-
nomic and aesthetically pleasing building solutions for resi-
dential accommodation and commercial properties.

The Head Office is situated in Grevie on the outskirts of
Bastad and the Group has more than 4,500 employees in
28 countries. Lindab was listed on the Stockholm Stock
Exchange in December 2006.

Sales approx. SEK 7,600m
Managing Director
Kjell Akesson

www.lindab.com
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MECA is one of Scandinavia’s leading companies in the
spare parts and accessories market, supplying mainly to
non-brand workshops. Meca operates in Sweden, Den-
mark and Norway.

In addition to its role as an efficient supplier of products
to workshops, Meca can offer sophisticated workshop
and service concepts — MECA Car Service and Bosch Car

Service. The car spare parts market is undergoing change,
due, among other things, to technological developments
and revised playing rules now that the EU’s block exemp-
tion has ceased to apply. This creates an excellent oppor-
tunity for the further development of Meca’s business
opportunities and market position.

Sales approx. SEK 1,450m
Managing Director
Hans Krondahl

www.meca.se

NORRPORTEN is a property company that acquires, deve-
lops and manages centrally located commercial properties
of a high standard, with long leases and attractive tenants.
Its property holdings are situated in places that offer long-
term development potential along the E4 corridor. The prop-

erties have an overall surface area of 1.2 million sq.m., a
rental value of SEK 1.4 billion and a total property value of
SEK 15 billion. Norrporten aims to seek further growth in
the framework of its chosen strategy at the same time as
the streamlining of the business will continue.

Property value approx.
SEK 15,000m
Managing Director
Anders Wiklander
www.norrporten.se

NORRPORTEN

POLARICA operates in the food industry and is a market
leader in wild game and berries in Scandinavia. The
company’s head office is in Haparanda and its business
operations in Sweden are complemented by operations in
Finland, Poland and Russia. Polarica’s customers are the
berry industry, restaurant and catering wholesalers and

the non-durables sector, which serves as an interface
between consumers and processed products. The com-
pany offers a unique range of products from the Norrbot-
ten region, such as reindeer meat and healthy blueberries
rich in antioxidants, as well as a wide selection of berries,
mushrooms, wildfowl and meat products.

Sales approx. SEK 600m
Managing Director
Tommy Innala

www.polarica.com

SPORTEX is a bicycle and sports retailer with a market-
leading position in bicycles. Sportex is to expand its ope-
rations by setting up new outlets and by making acquisi-
tions in order to become a leading retailer in sport and
outdoor life. The Sportex Group comprises around 70 out-

AP Direct Investments portfolio

lets — including 22 operated under the Sportex brand —
located all over the country. The objective is to create a
national chain of outlets that consumers perceive as
being "a genuine sports shop” with a wide range of
products for sport and leisure.

Sales approx. SEK 325m
Managing Director
Lars-Ake Tollemark

www.sportex.se

COMPANY Share % Line of business

Andra & Sjatte Fastigheter 50.0 Properties

Dawa Dack 100.0  Tyre supplier

Johanneberg Campusbo 80.0 Student accommodation

Lindab 11.1  Supplies ventilation and profile systems to the construction industry
MECA Invest 100.0 Provides a modern workshop concept for independent car repair shops
NS Holding 50.0 Manages and develops commercial, centrally located properties
Polarica 5.0 Wild game and berries

Sportex 100.0  Sports retailer



AP Partner Investments

A positive market climate underpinned by strong economic growth contributed to a good

first year for the new business area AP Partner Investments. There was a conscious
increase in the rate of investments during the latter part of 2006, with a number of
investments being made and several more being investigated.

AP Partner Investments creates the prerequisites for business
partners to make investments, together with AP Partner
Investments, in companies that need to renew their business
model in order to grow. The business partner must be willing
and able to share risk, to take an active part in the company’s
business development and to share views on the terms and

values involved.

Strong economic growth

A positive market climate underpinned by strong economic
growth in Sweden and abroad contributed to a good first year
for the new business area AP Partner Investments. Good rela-
tions have been formed with new business partners and the

quality of the investment targets and companies presented to

AP Partner Investments 2006
Market-valued capital invested, SEKm 524
Profit/loss*, SEKm 110
Return*, % 31.2
Committed capital, SEKm 452

* before costs

AP Partner Investments has been steadily improving. For this
reason, there was a conscious increase in the rate of invest-

ments during the latter part of 2006.

Active business partner

The investments are made together with a business partner.
Through active participation in the work of the board, the
partner should be involved in developing the company on the
basis of a mutually agreed owner directive and through per-
sonal investment in the company. The advantage of the Sixth
AP Fund’s ownership is above all the long-term perspective.
The Sixth AP Fund retains its interest in the company for as
long as it is appropriate and consistent with the portfolio in
general. The ownership is based on the needs and opportu-

nities of the portf