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     Rating and Investment Information, Inc. (R&I) has announced the following:

RATIONALE:

R&I Downgrades to D, Affirms c: Scandinavian Airlines System

ISSUER: Scandinavian Airlines System
Issuer Rating: D, Previously CCC+

Short-term Debts: c, Affirmed

     On July 5, Scandinavian Airlines System (SAS) filed for Chapter 11 bankruptcy protection in the U.S. 
Because a restructuring of existing debt became inevitable, R&I has downgraded the Issuer Rating to D 
from CCC+. R&I has also downgraded the rating for the Euro MTN Program to CC, based on its view that 
debt repayment will be limited.
     The impact of the COVID-19 pandemic is still significant in Europe, the main operating region of SAS, 
because cross-border routes account for the majority of the region's flight network. Accordingly, SAS has 
been suffering a strong squeeze on its profits and cash flow. Russia's invasion of Ukraine is another 
headwind. SAS has been seeing an improving trend in its revenue/expenditure, but has not achieved 
profitability yet due mainly to intense competition and a surge in fuel prices. With equity capital decreasing 
to SEK 2.2 billion (1 SEK = 13 yen) and the equity ratio to 3.7% as of end-April (end-2Q) 2022, its 
financial base has weakened.
     SAS launched a comprehensive business transformation plan called SAS FORWARD in 2022. It 
targets an annual cost reduction of SEK 7.5 billion primarily through more flexible personnel expenses 
and flight operations and a reduction in maintenance costs with fewer types of aircraft. The plan has not 
progressed, however, as shown by the strike of the pilots' unions started on July 4. Therefore, SAS chose 
to file petitions under Chapter 11 of the U.S. Bankruptcy Code, which enables claims to be protected and 
the current management team to continue to be in charge of the company's affairs.
     Since the Chapter 11 filing makes a restructuring of existing debt inevitable, debt repayment by SAS 
will likely be limited. SAS currently aims to convert more than SEK 20 billion of debt into common equity 
and raise at least SEK 9.5 billion in new equity capital. SAS had SEK 7.8 billion in cash and cash 
equivalents as of end-June and is in discussions to obtain debtor-in-possession financing for up to 
US$700 million (approximately SEK 7.0 billion). There is no problem with near-term liquidity, and SAS 
plans to continue flight operations.
     SAS is an airline company that mainly operates in Sweden, Denmark and Norway, and the core entity 
of the SAS Group. The rating reflects the group creditworthiness.

     The primary rating methodologies applied to this rating are provided at "R&I's Basic Methodology for 
Corporate Credit Ratings", "Air Transport", "R&I's Analytical Approach to Group Companies" and "R&I's 
Analytical Approach to Degree of Recovery and Notching Up/Notching Down of Long-term Issue Ratings". 
The methodologies are available at the web site listed below, together with other rating methodologies 
that are taken into consideration when assigning the rating.
     https://www.r-i.co.jp/en/rating/about/rating_method.html
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R&I RATINGS:
ISSUER: Scandinavian Airlines System

Issuer Rating
RATING: D, Previously CCC+

Euro MTN Prog.
ISSUE LIMIT (mn): EUR 1,000
SUPPORT: Unsecured
RATING: CC, Previously CCC+

Short-term Debts
RATING: c, Affirmed

    A credit rating for a medium-term note (MTN) program is assigned to the program and not to individual 
notes issued under the program. The credit rating of individual notes is generally the same as that of the 
program. As regards credit-linked notes, index-linked notes or other notes, however, there are some 
cases where the rating on each note will not be on par with the program or no rating will be assigned, 
depending on the details of the individual note contract. Upon the issuer's request, R&I may assign a 
credit rating to individual notes issued under the program.
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