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Summary 

 Operating profit increased by 16% to SEK 15.7bn (13.6) 

 Return on shareholders’ equity went up to 18.0% (16.6) 

 Income was SEK 26.3bn (24.0), an increase of 10% 

 Cost/income ratio improved to 41.5% (42.8) 

 Lending volumes rose by 14% till SEK 984bn (861) 

 Earnings per share amounted to SEK 17.00 (14.55), an increase of 17% 

 Profits after tax went up by 15% to SEK 11.4bn (9.9) 

 Handelsbanken Liv reported a profit improvement of 156% to SEK 580m (227) 

 The bank’s international expansion continues in 2006 with 15-20 new branches 
outside Sweden 

 Handelsbanken is applying for permission to open a representative office in India 

 The board proposes a dividend increase of 17% to SEK 7.00 (6.00) 

 The board is proposing to the annual general meeting a new mandate to repur-
chase shares 
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The Group 
 
Operating profits increased by 16% to SEK 15.7bn 
Handelsbanken’s operating profit increased by 16% to SEK 

15,665m (13,553). Income rose by 10%, while costs increased 

by 7%. The return on shareholders’ equity improved to 18.0% 

(16.6). Earnings per share rose to SEK 17.00 (14.55). 

 

The most important income categories improved 
Income increased by 10% to SEK 26,338m (23,963). Net inter-

est income, net fee and commission income and net 

gains/losses result of financial items at fair value were all higher. 

Net interest income rose by 2% to SEK 15,090m (14,808), not 

least due to higher business volumes in branch office operations 

outside Sweden. Lending volumes rose by SEK 123bn to SEK 

984bn, an increase of 14%. Of the increase in lending, SEK 

57bn was to households, and SEK 66bn to corporate custom-

ers. More than SEK 50bn of the increase came from branch 

operations outside Sweden. Net fee and commission income 

rose by 18% to SEK 7,055m (6,000). Fees and commissions 

relating to the insurance and stock markets increased the most. 

Due to a change in the regulations, unrealised gains in the Avail-

able for Sale portfolio may no longer be included in the calcula-

tion of Tier 1 capital. The Bank therefore realised most 

(SEK884m) of the increase in value which arose in this portfolio 

during the year. In total, net gains/losses on financial items at fair 

value rose by 45% to SEK 3,459m (2,390).  

 

Costs affected by new branches opening –  
C/I ratio 41.5% 
Expenses rose by 7% to SEK 10,938m (10,245). Higher IT 

costs, expansion outside Sweden, the acquisition of SPP Liv 

Fondförsäkring AB and exchange rate differences accounted for 

over half of the increase. The remainder of the increase was 

essentially due to higher staff costs, particularly performance-

related remuneration. The total number of employees rose to 

9,413 (9,226). More than half of the increase in staff was in units 

outside Sweden, while the number of employees in branch 

operations in Sweden decreased. Total IT costs were SEK 2.7bn 

(2.6).  

 

The cost/income ratio before loan losses improved further to 

41.5% (42.8). This is the lowest figure in modern times for Han-

delsbanken. 

 
Gross losses decrease – net recoveries 
Gross losses continued to decrease, while recoveries were at a 

more or less unchanged level. Recoveries exceeded loan losses 

and net recoveries totalled SEK 261m (-167). The loan loss ratio 

was thus -0.03% (0.02). Bad debts (net) decreased to SEK 

1,256m (1,952), equivalent to 0.12% (0.21) of lending.  

 
Capital ratio and rating 
The Bank’s capital ratio was 11.6% (10.0) and the Tier 1 capital 

ratio was 7.6% (7.6). Tier 1 capital rose by SEK 8.5bn to SEK 

58.4bn (49.9). The increase in the capital base was due to 

profits generated during the year and subordinated loans issued, 

including subordinated loans classified as Tier 1 capital contribu-

tions, reduced by the proposed dividend and the repurchase of 

the Bank’s own shares. The Bank’s capital situation ahead of 

the demutualisation of SPP, which was carried out immediately 

after year-end, was therefore fully satisfactory.  

 

Handelsbanken's rating was unchanged with all three rating 

agencies which rate the Bank, and no bank in the Nordic region 

has a higher rating than Handelsbanken.  

 
Buyback and cancellation of shares 
At the 2005 annual general meeting a resolution was passed to 

cancel 23.7 million shares which the Bank had repurchased 

during 2004. The AGM also resolved to increase the nominal 

value of the Bank’s share from SEK 4.15 to SEK 4.30 by means 

of a bonus issue. In connection with this, it was also resolved to 

authorise the Board to repurchase a maximum of 40 million 

shares during the period until the 2006 AGM. This mandate was 

used during the period 26 October 2005 to 9 January 2006, 

when the Bank repurchased 14.7 million shares, of which 13.2 

million were repurchased in 2005. 

 

The board is requesting that the 2006 AGM resolve to cancel 

the repurchased shares as well as any shares which may be 

repurchased before the AGM, and, with the purpose of adjusting 

the capital structure, to authorise the board to repurchase a 

maximum of 40 million shares.  

 

Earnings per share and dividend 
Earnings per share were SEK 17.00 (14.55) The board recom-

mends that the AGM resolve on a dividend of SEK 7.00 per 

share (6.00) for the class A and B shares, an increase of 17%. 

 

Branch operation profits up 12% – international 
expansion continues 
The profits of branch office operations rose by 12% to SEK 

12,416m (11,108). The profit increase was 9% for branch office 

operations in Sweden and 45% for the regional banks outside 

Sweden.  

 

Income in the branch operations rose by 6% to SEK 20,088m 

(18,943), while costs increased by only 4%. Volume increases 

compensated for the margin pressure in many markets. Income 

increased more than expenses in branch operations both in and 

outside Sweden. In branch office operations in Sweden, income 

rose by 5% and expenses by 1%. The corresponding rates of 

increase for branch operations outside Sweden were 15% and 

9% respectively. The increase in costs in branch office opera-

tions outside Sweden was almost entirely due to the continued 

expansion of the branch network.  

 

Four new branches were opened in Sweden during the year, 

and twelve outside Sweden. The expansion outside Sweden will 
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continue during 2006. The current assessment is there will be at 

least ten new branches in the non-Swedish regional banks and 

also two in Poland, one in Estonia and one in Spain. The Bank 

has also submitted an application to the Indian authorities to 

open a representative office in Mumbai.  

 
Handelsbanken Liv – profitable pension savings 
Handelsbanken Liv’s profits increased by 156% to SEK 580m 

(227). Policyholders received a return of 10.49% on their insur-

ance assets; this is well in excess of the return that Handels-

banken Liv’s closest competitor among mutual life insurance 

companies was able to give its policyholders. This was the third 

successive year that Handelsbanken Liv’s customers have 

received better returns than other companies’ policyholders. 

Over a three-year period, Handelsbanken Liv’s customers have 

received twice as high returns on their pension savings as the 

customers of the companies that have had the second best 

returns. The financial result increased to SEK 258m (135), while 

the risk result rose to SEK 209m (44). The main reason for the 

improvement in the risk result was a significantly better outcome 

as regards disability insurance. The administration result, which 

shows how efficiently the company is run, increased to SEK 

101m (41). 

 
SPP demutualised 
After the policyholders in SPP had voted in favour of demutualis-

ing the company in early summer 2004, the Finansinspektionen 

gave its permission for the demutualisation in April 2005.  

In October, the board of the Bank decided that it was also in the 

interests of the Bank and the shareholders to demutualise. In 

December, the board resolved on the capital contribution to 

SPP required for the demutualisation. As had been previously 

announced, the Bank injected SEK 11.2bn as a shareholders’ 

contribution, of which approx. SEK 3.5bn was used to cover the 

shortfall in the insurance portfolios. The capital injection was 

made on 2 January 2006. It will enable SPP to increase its 

exposure to the equity market above the level it had when the 

company was run on mutual principles.  

 

 
 

 

Lars O Grönstedt 

President and Group Chief Executive 

 

 

 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

For further information please contact: 
 

Lars O Grönstedt, Group Chief Executive 

phone: +46 8 - 22 92 20, e-mail: lagr03@handelsbanken.se 
 

Lennart Francke, Head of Control and Accounting 

phone: +46 8 - 22 92 20, e-mail: lefr01@handelsbanken.se 

Elisa Saarinen, Head of Corporate Communications 

phone: +46 8 - 701 10 36, e-mail: elsa03@handelsbanken.se 
 

Bengt Ragnå, Head of Investor Relations 

phone: +46 8 - 701 12 16, e-mail: bera02@handelsbanken.se  
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Key figures for the Group 

Jan-Dec Jan-Dec Q 4 Q 4

2005 2004 2005 2004

Profit before loan losses, SEK m 15,400 13,718 4,573 3,586

Loan losses/recoveries, SEK m 261 -167 37 -175

Operating profit, SEK m 15,665 13,553 4,610 3,411

Profit for the period, SEK m 11,365 9,860 3,321 2,524

Total assets, SEK m 1,580,733 1,316,789 1,580,733 1,316,789

Shareholders' equity 65,651 61,372 65,651 61,372

Return on shareholders' equity 18.0% 16.6% 20.4% 16.8%

Return on shareholders' equity, after

   standard tax 17.8% 16.4% 20.4% 16.3%

C/I ratio 41.5% 42.8% 38.3% 42.3%

Earnings per share, SEK * 17.00 14.55 4.99 3.77

Dividend per share, SEK ** 7.00 6.00

Adjusted equity per share, SEK 100.07 92.30 100.07 92.30

Number of shares, end of period 656,471,162 669,641,462 656,471,162 669,641,462

Number of repurchased shares, end of period 13,170,300 23,745,953 13,170,300 23,745,953

Average number of outstanding shares 668,573,671 677,793,928 665,405,116 669,641,462

Tier 1 capital, SEK m  58,424 49,872 58,424 49,872

Risk-weighted volume, SEK m 769,239 657,708 769,239 657,708

Capital ratio 11.6% 10.0% 11.6% 10.0%

Tier 1 ratio 7.6% 7.6% 7.6% 7.6%

Average number of employees 9,395 9,150 9,392 9,207

Number of branches in Nordic countries and

   Great Britain, end of period 583 573 583 573

* No dilution.

** 2005 as recommended by the Board.

 

When calculating return on equity, shareholders’ equity is adjusted for the impact of unrealised changes in the value of financial assets classified as ”Avail-

able for Sale” and for cash flow hedges. When calculating equity per share, shareholders’ equity is adjusted for the impact of cash flow hedges. 
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Income statement – Svenska Handelsbanken Group 

Income statement 

Jan-Dec Jan-Dec Change Q 4 Q 4 Change

SEK m 2005 2004 % 2005 2004 %

Net interest income 15,090 14,808 2 3,793 3,675 3

Net fee and commission income Note 1 7,055 6,000 18 1,979 1,661 19

Net gains/losses on financial items

at fair value Note 2 3,459 2,390 45 1,517 674 125

Risk result - insurance 209 44 375 39 49 -20

Other dividend income 158 218 -28 0 2 -100

Share of profits of associated companies 59 104 -43 4 61 -93

Other income 308 399 -23 81 89 -9

Total income 26,338 23,963 10 7,413 6,211 19

Staff costs -6,678 -6,380 5 -1,775 -1,588 12

Other administrative expenses    Note 3 -3,747 -3,364 11 -995 -960 4

Depreciation, amortisation and write-downs of

property, plant and equipment and intangible assets -513 -501 2 -70 -77 -9

Total expenses -10,938 -10,245 7 -2,840 -2,625 8

Profit before loan losses 15,400 13,718 12 4,573 3,586 28

Loan losses/recoveries Note 4 261 -167 37 -175

Gains/losses on disposal of property,  

plant and equipment and intangible assets 4 2 100 0 0 0

Operating profit 15,665 13,553 16 4,610 3,411 35

Taxes -4,300 -3,693 16 -1,289 -887 45

Profit for the period 11,365 9,860 15 3,321 2,524 32

Attributable to

Holders of ordinary shares 11,365 9,860 15 3,321 2,524 32

Minority owners - - - -

Earnings per share, SEK * 17.00 14.55 17 4.99 3.77 32

* No dilution.

 

Note 1    Net fee and commission income

Jan-Dec Jan-Dec Change Q 4 Q 4 Change

SEK m 2005 2004 % 2005 2004 %

Brokerage 1,383 1,100 26 427 290 47

Mutual funds and custody 1,660 1,445 15 455 371 23

Insurance 937 611 53 254 250 2

Payments 1,875 1,660 13 510 441 16

Lending and deposits 835 857 -3 201 192 5

Guarantees 388 359 8 98 86 14

Other 1,104 933 18 339 261 30

Commission income 8,182 6,965 17 2,284 1,891 21

Commission expense -1,127 -965 17 -305 -230 33

Net fee and commission income 7,055 6,000 18 1,979 1,661 19  
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Note 2   Net gains/losses on financial items at fair value

Jan-Dec Jan-Dec Change Q 4 Q 4 Change

SEK m 2005 2004 % 2005 2004 %

Available for sale, realised 992 892

Hedge accounting

Fair value hedges -17 8

Instruments at fair value -82 -61

Loan receivables, valued at cost 604 159

Financial liabilities, valued at cost -240 -66

Trading 2,202 2,390 -8 585 674 -13

Total 3,459 2,390 45 1,517 674 125  

 
“Net gains/losses on financial items at fair value” shows the earnings 

related to the items which are wholly or partly dependent on changes in 

market value. 

Available for sale, realised, includes the realised earnings from disposal of 

financial assets categorised as “Available for sale”. 

Fair value hedges includes the net result of unrealised and realised market 

value changes on financial assets and liabilities which are part of hedging 

packages. Interest income and interest expense for these instruments are 

recognised under net interest income. 

Instruments at fair value contain the fair value for a small number of 

lending portfolios outside Sweden. The change in fair value for these 

lending portfolios normally corresponds to equally-sized opposite 

changes in value on other financial instruments which are reported under 

Trading. Interest income is reported under net interest income.  

Loan receivables, valued at cost, consist of the gain/loss arising on loans 

which are redeemed ahead of time. 

Financial liabilities, valued at cost, contains the gain/loss generated when 

repurchasing the Bank’s own issued securities. 

Trading contains share dividends, unrealised and realised changes in 

market value of derivative instruments which are not used as hedges, and 

changes in market value of other financial assets and liabilities at fair 

value.  

Note 3   Other administrative expenses

Jan-Dec Jan-Dec Change Q 4 Q 4 Change

SEK m 2005 2004 % 2005 2004 %

Property and premises -894 -856 4 -223 -224 0

External IT costs -920 -757 22 -237 -211 12

Communication -389 -389 0 -97 -97 0

Travel and marketing -343 -296 16 -112 -110 2

Purchased services -753 -617 22 -195 -198 -2

Supplies -186 -190 -2 -53 -58 -9

Other expenses -262 -259 1 -78 -62 26

Other administrative expenses -3,747 -3,364 11 -995 -960 4  
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Note 4  Loan losses/recoveries

Jan-Dec Jan-Dec Change Q 4 Q 4 Change

SEK m 2005 2004 % 2005 2004 %

A.  Specific provision for individually assessed loan receivables:

The period's write-off for actual loan losses -550 -976 -44 -203 -243 -16

Writeback of previous provisions for probable loan losses

   reported as actual losses in the period's accounts 380 772 -51 110 160 -31

The period's provision for probable loan losses -480 -820 -41 -141 -364 -61

Writeback of actual losses in previous years 476 391 22 92 72 28

Writeback of provisions for probable loan losses

   which are no longer necessary 366 472 -22 150 140 7

General provision for probable but non-identified loan losses - - - 60 -100

Net expense for the period for individually assessed

   loan receivables 192 -161 8 -175

B.    Provision by group for individually assessed loan receivables:

Allocation to/dissolution of provision by group 84 - 33 -

C.  Collectively assessed homogenous groups of loan receivables

      with limited value and similar credit risk:

The period's write-off for actual loan losses -43 -24 79 -11 2

Paid in from actual losses in previous years 23 21 10 7 7 0

Allocation to/dissolution of provision for loan losses 2 1 100 0 -5

Net expense for the period for collectively assessed 

   homogenous loan receivables -18 -2 -4 4

D.  Transfer risk:

Allocation to/dissolution of provision for transfer risks - - - -

Net expense for the period for loan losses (A+B+C+D) 258 -163 37 -171

Change in value of repossessed property 3 -4 0 -4

Loan losses/recoveries 261 -167 37 -175
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Quarterly performance of Svenska Handelsbanken Group 

Q 4 Q 3 Q 2 Q 1 Q 4

SEK m 2005 2005 2005 2005 2004

Net interest income 3,793 3,762 3,730 3,805 3,675

Net fee and commission income 1,979 1,710 1,750 1,616 1,661

Net gains/losses on financial items

at fair value 1,517 801 682 459 674

Risk result - insurance 39 62 80 28 49

Other dividend income 0 4 149 5 2

Share of profits of associated companies 4 19 22 14 61

Other income 81 62 53 112 89

Total income 7,413 6,420 6,466 6,039 6,211

Staff costs -1,775 -1,651 -1,615 -1,637 -1,588

Other administrative expenses -995 -897 -969 -886 -960

Depreciation, amortisation and write-downs of property,

plant and equipment and intangible assets -70 -149 -148 -146 -77

Total expenses -2,840 -2,697 -2,732 -2,669 -2,625

Profit before loan losses 4,573 3,723 3,734 3,370 3,586

Loan losses/recoveries 37 252 2 -30 -175

Gains/losses on disposal of  

property, plant and equipment and intangible assets 0 0 4 0 0

Operating profit 4,610 3,975 3,740 3,340 3,411

Taxes -1,289 -1,072 -997 -942 -887

Profit for the period 3,321 2,903 2,743 2,398 2,524

Earnings per share, SEK * 4.99 4.33 4.10 3.58 3.77

* No dilution.
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Segment reporting 

Branch Asset Pensions & Other Elimina- Jan-Dec Jan-Dec

SEK m offices Markets Mgmt Insurance operations tions 2005 2004

Net interest income 14,655 482 113 -2 -150 -8 15,090 14,808

Net fee and commission income 3,803 1,523 985 857 -113 7,055 6,000

Net gains/losses on financial items

at fair value 1,261 1,010 42 65 1,081 3,459 2,390

Risk result - insurance 209 209 44

Other income 369 521 69 109 3,339 -3,882 525 721

Total income 20,088 3,536 1,209 1,238 4,157 -3,890 26,338 23,963

Total expenses -7,935 -2,570 -611 -658 -3,054 3,890 -10,938 -10,245

Profit before loan losses 12,153 966 598 580 1,103 15,400 13,718

Loan losses/recoveries 259 3 - -1 261 -167

Gains/losses on disposal of 

property, plant and equipment and 

intangible assets 4 0 0 - 0 4 2

Operating profit 12,416 969 598 580 1,102 15,665 13,553

Return on equity, % 16.6 13.8 23.2 36.7 18.0 16.6

Average number of employees 6,018 1,102 320 185 1,770 9,395 9,150

 

 
Internal income and expenses are included in the respective item on the 

income statement. Internal income consists of payment for services 

rendered according to the cost price principle. Expenses also include the 

distribution of costs made internally within the Group for services from 

business support operations. 

The Other operations business area includes Treasury and the Central 

Head Office departments. It also includes capital gains/losses, divi-

dends, and income and expenses that are not attributable to a specific 

business area. 

Return on shareholders' equity for the business areas is computed after 

standard tax while for the whole Group and for Pensions & Insurance, it is 

computed after full tax. The shareholders' equity on which calculation of 

return on equity is based, meets the requirements of the Capital Ade-

quacy Act. 
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Branch office operations 

Branch office operations comprise eleven regional banks and Handelsbanken Finans. Seven of the regional banks are in 

Sweden and the remaining four are located in Great Britain, Denmark, Finland and Norway. At Handelsbanken, the 

branches are the base of all operations. This is where services for all customers, even the very largest corporations, are 

co-ordinated. The regional banks are responsible for profitability and pursue the same goals everywhere – to deliver 

universal banking services with a higher service level and at lower cost than comparable banks. Handelsbanken Finans 

offers a full range of finance company services in the four Nordic countries and Great Britain. Handelsbanken Finans 

works through the Bank’s branches and in financing collaborations with retailers and vendors. 

Income statement 

Jan-Dec Jan-Dec Change Q 4 Q 4 Change

SEK m 2005 2004 % 2005 2004 %

Net interest income 14,655 14,471 1 3,645 3,539 3

Net fee and commission income 3,803 3,460 10 1,026 893 15

Net gains/losses on financial items

at fair value 1,261 754 67 321 245 31

Other income 369 258 43 95 77 23

Total income 20,088 18,943 6 5,087 4,754 7

Total expenses -7,935 -7,645 4 -1,986 -1,983 0

Profit before loan losses 12,153 11,298 8 3,101 2,771 12

Loan losses/recoveries 259 -194 37 -173

Gains/losses on disposal of property,

plant and equipment and 

intangible assets 4 4 0 0 0 0

Operating profit 12,416 11,108 12 3,138 2,598 21

Return on equity, % 16.6 16.1 16.0 14.9

Average number of employees 6,018 5,895 2 5,971 5,913 1  

 

Performance 
Both in Sweden and elsewhere, the market was characterised 

by strong credit demand from households, particularly for mort-

gage loans. In Sweden, corporate lending accelerated. Operat-

ing profits increased by 12% to SEK 12,416m (11,108) after an 

increase in income of 6% to SEK 20,088m (18,943). Expenses 

increased by 4%, partly due to new branches being opened.  

Branch office operations in Sweden 
Branch office operations in Sweden comprise seven regional 

banks with a total of 455 (453) branch offices. New branches 

were opened in Skanör, Skurup, Mölndal and Torslanda. Oper-

ating profits rose to SEK 10,238m (9,420), an increase of 9%. 

The increase was due to higher business volumes for both 

deposits and lending – corporate and household – and also low 

cost increases. 

Competition and pressure on margins remained strong, par-

ticularly for mortgage lending to households. The Bank’s share 

of the household deposits market increased, while the propor-

tion of lending to households fell slightly to 24%, which means 

that, as in previous years, the Bank was the second largest 

lender to Swedish households. For lending to non-financial 

companies, Handelsbanken continued to dominate the market 

with a share of some 30%, slightly decreasing during the year, 

but increasing over a business cycle. 

The average lending volume increased by 6.6% to SEK 

727bn (682), while lending as at year-end rose by 9.4% to SEK 

755bn (690). The average volume of mortgage loans to house-

holds rose by 10.4% to SEK 285bn (258) and to companies by 

nearly 1% to SEK 142bn (141). The average volume of corporate 

lending, both mortgage loans and other lending, went up by 

SEK 17bn to SEK 394bn, a total increase of 5% where corpo-

rate lending excluding mortgage loans rose by over 6%.  

The average volume of deposits rose by over 15% to SEK 

246bn (213), of which household deposits increased by SEK 

6bn to SEK 93bn (87). The Bank boosted its market share for 

household deposits to 15.8% at the end of the year. 

Branch office operations in Sweden 

Jan-Dec Jan-Dec Change

SEK m 2005 2004 %

Income 15,455 14,774 5

Expenses -5,405 -5,338 1

Loan losses 188 -16

Operating profit 10,238 9,420 9  
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Branch office operations outside Sweden 
Branch office operations outside Sweden comprise the regional 

banks in Great Britain, Denmark, Finland and Norway. Nine new 

branches were opened during the year, and two branches were 

merged. At the end of the year, there were 128 (120) branches 

outside Sweden. Handelsbanken opened 98 of these 128 

branches, while the remainder were the result of acquisitions. 

Operating profits increased by 45% to SEK 1,735m (1,193). 

Significant volume increases compensated for the pressure on 

margins in most markets, and income rose by 15%. Expenses 

rose by 9%, mainly due to cost increases for branches opened 

in 2004 and 2005. Loan losses fell from SEK 226m to SEK 4m. 

Profits before loan losses increased by 23%. 

Branch office operations outside Sweden 

Jan-Dec Jan-Dec Change

SEK m 2005 2004 %

Income 3,683 3,203 15

Expenses -1,944 -1,784 9

Loan losses -4 -226 -98

Operating profit 1,735 1,193 45  

Great Britain 
Profits before loan losses rose by 15%, despite cost increases 

due to the expanding branch network. The number of employ-

ees rose by 17% to 216. 

Business volumes grew substantially. Measured in local cur-

rency, the average volume of lending grew by 38% to GBP 

1.6bn and deposits increased by 50% to GBP 1.0bn. Deposit 

and lending volumes to households grew more quickly than to 

companies. Lending to households was 23% of total lending at 

the end of the year. The average volume of private lending went 

up by 48% to GBP 0.3bn, while corporate lending rose by 35% 

to GBP 1.3bn. The average volume of deposits from households 

increased by 57%, as compared to corporate deposits which 

rose by 49%.   

During the fourth quarter, new branches were opened in 

Maidstone and Cambridge, bringing the total number of 

branches in Britain to 20. In the first six months of 2006, the 

Bank will be opening branches in Slough and Sheffield.  

Denmark 
Profits before loan losses increased by 31%. Income rose and 

expenses continued to fall. The income increase was mainly 

generated through higher business volumes. This was the fourth 

year running in which the C/I ratio and the underlying profitability 

improved. The average volume of lending increased by 9% to 

DKK 22,0bn (20.2), of which household lending accounted for 

DKK 9.5bn (8.7). As part of the preparations for the implementa-

tion of new capital cover requirements (Basel II), some loans 

which had been classified as corporate loans are now booked 

as loans to households. 

The average volume of deposits from households increased 

by 12% to DKK 5.3bn (4.7), and total deposits were DKK 

16.3bn (14.0). 

Two branches in Herning were merged during the year, and 

thus the number of branches was 35.  

Finland 
Operating profits increased by 17%, mainly due to higher busi-

ness volumes, substantially increased net interest income and 

higher commission income. The market continued to be charac-

terised by very stiff competition, particularly in the area of mort-

gage loans. The average volume of lending was EUR 6.6bn 

(6.1). Lending to households increased much more quickly than 

to companies, 24% and 3% respectively, and average volumes 

were EUR 2.0bn (1.6) and EUR 4.6bn (4.5). One reason for the 

substantial increase in household lending was that Handels-

banken was the first bank in Finland to launch an extra-long 

mortgage loan with a maturity up to 60 years. These extra-long 

mortgage loans accounted for 56% of new lending. 

The average volume of deposits rose by 2% to EUR 1.8bn. 

Deposits from households were more or less unchanged, while 

deposits from companies increased by just over 3%.  

The Bank had 36 branches following the opening of a new 

branch in Tammisaari. During spring 2006, the Bank will be 

opening a branch in Tallinn, Estonia which will be a part of the 

Finnish regional bank in organisational terms. 

Norway 
Operating profits increased and volume growth was the highest 

ever. Profits rose despite increased costs due to the investment 

in new branch offices in the past few years. Business volumes 

increased: the average volume of lending rose by over 20% to 

NOK 67.7bn (56.2) and deposits by just over 23% to NOK 

26.5bn (21.4). Lending to the corporate sector increased by 

nearly 15% to NOK 39.0bn and to households by over 29% to 

NOK 28.7bn (22.2). Since Handelsbanken’s rate of increase is 

greater than that of the market as a whole, this means that the 

Bank continued to gain market share. 

Branches were opened in Drammen, Larvik and Hamar and 

the total number of branches was 37. According to current 

plans, five new branches will be opened in 2006.  

Handelsbanken Finans 
Operating profits were SEK 421m (522), a decrease of 19% but 

the results between the years are not totally comparable. The 

profits for 2005 derive from direct sales of banking services, cards, 

retail financial operations for consumers and companies and also 

debt collection operations. Taking into account organisational 

changes and the new accounting model with the branches, profits 

increased by 12%. Credit volume rose by 10% to SEK 42bn. Total 

new sales increased by 12% to SEK 17.4bn (15.4), with sales of 

leasing and conditional sales products increasing most – by 31%. 

New sales were higher in all countries. 
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Sales of the Allkort, the Bank's credit and charge card, rose 

by almost 31%; card customers used their cards increasingly 

and purchase volumes rose by some 70%. This sales success 

was a result of the card being enhanced with one of the best 

insurance covers in the market, fuel and hotel discounts, and not 

least the unique bonus which the customer receives based on 

the purchase volume. The price of the Allkort was also lowered 

by over 30%. 

In the Finnish operations, sales rose by over 50%, partly as a 

result of the success of the launch of the Aktiiviraha MasterCard. 

At the end of the year, there were 63,000 cards in use. 

In Norway, card sales were developed with a focus on sales 

financing, and a new MasterCard-based card was launched, 

called MyCard.  

In Denmark sales rose by 40%, mainly through sales financ-

ing, through both established and new collaborations. 

Handelsbanken Finans completed its second year of opera-

tions in Great Britain, and credit volumes were SEK 522m (230). 

Much of this volume was for financing various types of vehicles 

and construction machinery. 

Handelsbanken Finans 

Jan-Dec Jan-Dec Change

SEK m 2005 2004 %

Income 1,193 1,233 -3

Expenses -762 -704 8

Loan losses -10 -7 43

Operating profit 421 522 -19  
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Handelsbanken Markets 

Handelsbanken Markets’ operations are organised into two business areas: Handelsbanken Capital Markets and Han-

delsbanken Markets International. Capital Markets comprises corporate finance including debt capital markets, equities 

trading, research, foreign exchange and fixed income trading and structured products. It also includes support to the 

branch office operations for products in these areas. Markets International comprises banking operations outside the 

Nordic countries and Great Britain, and also trade finance. There were just over 1,100 employees in 16 countries. Apart 

from these two business areas, there is also back office, risk control, compliance and administration. 

Income statement 

Jan-Dec Jan-Dec Change Q 4 Q 4 Change

SEK m 2005 2004 % 2005 2004 %

Net interest income 482 429 12 127 106 20

Net fee and commission income 1,523 1,157 32 511 324 58

Net gains/losses on financial items

at fair value 1,010 1,467 -31 268 463 -42

Other income 521 493 6 134 128 5

Total income 3,536 3,546 0 1,040 1,021 2

Total expenses -2,570 -2,341 10 -742 -628 18

Profit before loan losses 966 1,205 -20 298 393 -24

Loan losses/recoveries 3 30 90 0 1 100

Gains/losses on disposal of  

property, plant and equipment and 

intangible assets 0 0 0 0 0 0

Operating profit 969 1,235 -22 298 394 -24

Return on equity, % 13.8 19.5 16.3 24.8

Average number of employees 1,102 1,062 4 1,103 1,070 3  

Performance 
Profits fell by 22% to SEK 969m (1,235). The decrease was 

mainly attributable to the Capital Markets business area. Profits 

for the fourth quarter rose by 42% compared to the previous 

quarter, mainly as a result of increased net fee and commission 

income. 

Handelsbanken Capital Markets 
Profits were SEK 686m (913), a decrease of 25%. Income de-

creased by 2%, while expenses rose by 11%. The number of 

employees was 515 (505). The fall in profits was mainly due to a 

decreased result for proprietary trading in fixed income and foreign 

exchange, while the risk was reduced. Commission-based income 

rose due to an improved market situation but also because the 

Bank’s position in the market improved.  

Brokerage income increased by 31% with more than 37% 

originating from customers outside the Nordic region. Some 

57% of the Nordic brokerage income was generated in Sweden, 

11% in Denmark, 13% in Finland and 19% in Norway.  

Business flows at corporate finance and debt capital markets 

continued to be strong and income rose by 45%. Handels-

banken Capital Markets was the biggest market player for stock 

market introductions (IPOs) in Sweden. The M&A market also 

continued to be very buoyant. Handelsbanken Capital Markets 

participated in a total of 24 transactions during the year with  

Swedish target companies, where the total transaction value 

reported was approx. SEK 54bn. This made the Bank the larg-

est Nordic M&A adviser in Sweden. 

Handelsbanken participated in 37 corporate bond issues 

during the year for a total value of over SEK 13bn. In Sweden, 

the Bank arranged equity-linked bonds for a nominal amount of 

SEK 11.2bn, corresponding to a market share of 27%.  

Proprietary fixed income and foreign exchange trading re-

ported lower profits at the same time as the risk in this trading 

was reduced. Fixed income and foreign exchange trading in 

New York and Singapore performed well and both units contin-

ued to generate stable earnings. 

Handelsbanken Capital Markets 

Jan-Dec Jan-Dec Change

SEK m 2005 2004 %

Income 2,572 2,617 -2

Expenses -1,886 -1,704 11

Loan losses - -

Operating profit 686 913 -25  

Handelsbanken Markets International 
Operating profits were SEK 119m (139), a decrease of 14%. 

The lower profits were entirely due to lower recoveries on loan 

losses, a decrease of SEK 27m. Profits before loan losses  
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increased by 6% to SEK 116m (109). Operations in Sweden, 

particularly clearing operations and documentary credits, 

reported higher profits. Operations outside Sweden improved in 

most markets. Especially Germany and the US showed higher 

results due to increased credit volumes. The number of employ-

ees was 320, of whom more than 70% were outside Sweden. 

Outside the Bank’s domestic markets, Markets International 

has banking operations in New York, Luxembourg, Amsterdam, 

Paris, St Raphaël, Vienna, Frankfurt, Hamburg, Warsaw, Mos-

cow, Singapore, Hong Kong and Shanghai and has representa-

tive offices in Beijing, Taipei and St Petersburg. 

At the end of 2005, Handelsbanken in Shanghai obtained a 

licence to conduct certain banking transactions in local cur-

rency, such as being able to offer customers exchange between 

the Chinese currency and foreign currencies. 

The Bank has applied to the Indian central bank for a permit 

to open a representative office in Mumbai. India is an increas-

ingly important and rapidly growing market for Nordic and British 

companies. The Bank aims to open the representative office in 

the first half of 2006, although the exact date is dependent on a 

decision from the Indian authorities. 

 

In France, Handelsbanken started offering Nordic and British 

citizens mortgage loans from its branch in St Raphaël. Opera-

tions grew rapidly and the loan portfolio was SEK 250m at the 

end of the year. Business developed likewise in the Polish mar-

ket, where the Bank arranged its first mortgage loans for local 

customers. With the purpose of speeding up the expansion of 

its Polish business, the Bank will open branches in Gdansk and 

Poznan in 2006. 

In the area of trade finance, the Bank advanced its positions 

and at the end of the year was acclaimed “Best Trade Finance 

Bank and Provider in Sweden 2006” by the international periodi-

cal Global Finance.  

Handelsbanken Markets International 

Jan-Dec Jan-Dec Change

SEK m 2005 2004 %

Income 521 482 8

Expenses -405 -373 9

Loan losses 3 30 90

Operating profit 119 139 -14  
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Handelsbanken Asset Management 

Handelsbanken Asset Management comprises fund management, discretionary management and Nordic institutional 

custody services. Apart from services aimed at companies, institutions and private individuals, Asset Management pro-

vides support to the branch offices regarding investments, portfolio systems and accounting for foundations. Operations 

are conducted in the  four Nordic countries and also in Luxembourg, Switzerland, France, Spain and Singapore. 

Income statement 

Jan-Dec Jan-Dec Change Q 4 Q 4 Change

SEK m 2005 2004 % 2005 2004 %

Net interest income 113 140 -19 26 34 -24

Net fee and commission income 985 827 19 268 214 25

Net gains/losses on financial items

at fair value 42 21 100 7 4 75

Other income 69 76 -9 21 19 11

Total income 1,209 1,064 14 322 271 19

Total expenses -611 -524 17 -165 -136 21

Profit before loan losses 598 540 11 157 135 16

Loan losses/recoveries - 1 100 - 1 100

Gains/losses on disposal of  

property, plant and equipment and 

intangible assets 0 0 0 0 0 0

Operating profit 598 541 11 157 136 15

Return on equity % 23.2 21.4 25.8 21.9

Average number of employees 320 308 4 327 310 5  

 

Performance 
Operating profits rose by 11% to SEK 598m (541). Income 

increased by 14%, due to higher stock market values, higher 

number of transactions and new sales. The focus on asset 

management in the Nordic region, above all in Finland and 

Norway, coupled with a wider range of mutual funds, a 

strengthened asset management organisation and the acquisi-

tion of XACT Fonder AB, caused costs to rise by 17%.  

The volume of assets managed by Handelsbanken Asset 

Management grew to SEK 331bn (283). The total volume of 

assets under management by the Group was SEK 388bn (332).  

Mutual fund management 
At the end of 2005, the Bank's mutual fund management com-

pany managed 106 (83) mutual funds with a total value of SEK 

184bn (137). The average volume of managed assets increased 

by 24% to SEK 156bn (126). Some 49% (45) of the assets 

under management were invested in equity funds, 24% (28) in 

fixed income funds, 2% (2) in hedge funds and 25% (25) in 

mixed funds.  

Net new savings in the Group’s funds on the Swedish mutual 

fund market were SEK 14.9bn (10.7), equivalent to a market share 

of 18% (19). This made Handelsbanken the largest market player 

for new savings in mutual funds. This was the seventh year run-

ning in which the Bank’s share of new sales was higher than its 

share of the total assets being managed in funds. The Bank’s 

share of total mutual fund savings rose to 13.7% (13.5). 

In autumn 2004, a comprehensive programme was imple-

mented, aimed at improving returns on mutual funds. Since then 

these funds have reported competitive rates of return, both 

compared to other fund managers and compared to each 

fund’s benchmark index. For 2005, 90% of the equity funds and 

75% of the fixed income funds reported better returns than the 

average for competitors. The mixed funds also improved their 

performance. As a result, Handelsbanken's ratings with the 

independent rating agency Morningstar steadily improved in 

Sweden, Finland and Norway. The Bank’s average rating with 

Morningstar rose to 3.13, the highest figure to date.  

Norway and Finland 
The management and sales organisations in Norway and Finland 

were strengthened. At the beginning of the year, two euro-

based funds were launched with protection against stock mar-

ket slumps. For the Norwegian and Finnish markets, four new 

fund-in-funds were started: Europa Selektiv (Europe Selective) 

and Norden Selektiv (Nordic Selective). This, combined with the 

excellent performance, resulted in net savings from Norwegian 

and Finnish customers of SEK 2bn (0). Assets managed by the 

fund management company in Norway were SEK 2.4bn (0.7) 

and in Finland SEK 5.3bn (3.8). 

Exchange-traded funds 
The focus on exchange-traded funds led to the volume in XACT 

funds more than doubling to SEK14.3bn (6.6). This made XACT 
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Fonder one of the fastest growing fund management companies 

in Sweden. Average trading per day rose to SEK 186m (139). 

The trend for exchange-traded funds in the US shows a major 

potential in this product. In Europe, the market for exchange-

traded funds is growing at around 60% a year. 

At the beginning of the year, Handelsbanken started up two 

unique funds: XACT Bull and XACT Bear. These were the first 

exchange-traded funds in the world with leverage, offering 1.5 

times the increase or decrease in the daily performance of the 

OMXS30 Index. Together with Handelsbanken Fonder in Nor-

way, XACT OBX was launched. 

Discretionary management 
Discretionary management offers customised management 

solutions for institutions and private customers in Sweden, 

Norway, Finland and Luxembourg.  

In a survey among Swedish institutional customers, Handels-

banken Asset Management was rated number two of all the 

Nordic and international asset managers in the market.  

Assets managed were SEK 169bn (160). Some 37% of this 

volume was exposed to equity markets and the rest to fixed 

income markets. SEK 34bn (23) of the assets were invested in 

Handelsbanken’s mutual funds.  

Nordic institutional custody services 
Custody holdings rose by 28% to SEK 758bn and the number of 

securities transactions went up by 23%. The higher volume was 

the result of active, new customers in conjunction with an excel-

lent year on the stock markets. 

For the third year running, Handelsbanken’s custody ser-

vices in Sweden were top rated by Global Custodian. Han-

delsbanken’s custody services in Norway were rated for the 

first time and received most points of all banks in the Nordic 

countries.  

Asset management outside the Nordic countries and 
Great Britain 
Outside the Nordic countries and Great Britain, private banking 

is conducted by Svenska Handelsbanken S.A. in Luxembourg, 

which has a branch in Zurich. A new representative office was 

opened in Nice. The Bank’s branch in Singapore now has a 

representative from Handelsbanken Asset Management. A 

representative office already exists in Marbella. In spring 2006, 

another representative office will be opened in Spain: in the 

Alicante area. Assets under management were SEK 12bn (9), an 

increase of 34%.
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Handelsbanken Pensions & Insurance 

The Handelsbanken Pensions & Insurance comprises Handelsbanken Liv and SPP. Together these  

companies are one of the market leaders, with a complete range of life insurance products for occupational and private 

pensions, and asset protection schemes for companies, organisations and private individuals. The companies sell their 

services via Handelsbanken’s branch offices, independent brokers, corporate customers’ workplaces and via direct 

marketing. Handelsbanken Liv is run as a profit-distributing company and is included in the Handelsbanken Group’s 

consolidated accounts. SPP Livförsäkring AB was run on mutual principles until 31 December 2005 and its profits are 

thus not included in the Handelsbanken Group. As a result of the demutualisation of SPP, SPP is consolidated in Han-

delsbanken’s banken sheet from December 2005. 

Income statement 

The income statement comprises the business operations units in the Handelsbanken Liv Group. 

Jan-Dec Jan-Dec Change Q 4 Q 4 Change

SEK m 2005 2004 % 2005 2004 %

Net interest income -2 0 -1 0

Net fee and commission income 857 592 45 218 247 -12

Net gains/losses on financial items

at fair value 65 38 71 27 3

Risk result - insurance 209 44 375 39 49 -20

Other income 109 87 25 30 23 30

Total income 1,238 761 63 313 322 -3

Total expenses -658 -534 23 -163 -181 -10

Profit before loan losses 580 227 156 150 141 6

Loan losses/recoveries

Gains/losses on disposal of  

property, plant and equipment and

intangible assets - - - -

Operating profit 580 227 156 150 141 6

Return on equity, % 36.7 20.8 40.7 39.9

Average number of employees 185 187 -1 182 187 -3  

 

Handelsbanken Liv 
Profits increased by 156%, to SEK 580m (227). The three sub-

results – administration, risk and financial – all improved.  

Once again it was a good year for the policyholders, who re-

ceived 10.49% return on their insurance assets. It was the third 

year running that Handelsbanken Liv paid its policyholders much 

higher returns than any of the mutual companies.  

The administration result, which is the difference between the 

fees paid by the customers and the company's administrative 

expenses, increased to SEK 101m (41). The asset fees, which 

represent some 70% of the income in savings insurance, rose 

since the managed assets grew by 32%. Expenses rose, but 

adjusted for the acquisition of SPP Liv Fondförsäkring AB on 1 

July 2004, they fell by 4%.  

The risk result, which is the difference between the fees  

charged to cover the insurance risks (mortality, longevity, disabil-

ity and accident) and the actual cost of these, continued to rise 

and was SEK 209m (44). The improvement was mainly in dis-

ability insurance.  

The financial result consists of the difference between return 

on assets managed on behalf of the policyholders and that 

which has been allocated to the policyholders. If the return 

exceeds the guaranteed rate, between nearly 3% and 5% de-

pending on the year the policy was taken out, the financial result 

is affected in a positive direction since the company receives a 

share of the return. If the company is obliged to contribute funds 

to achieve the guaranteed rate, profits are negatively affected. 

The return on risk products is also reported in the financial 

result. Total return on policyholders’ funds was 11.65% (6.83). 

Since the return exceeded the guaranteed rate of interest, the 

company received 10% of the total return. The company’s share 

of the return was SEK 237m (138). The policyholders received 

90% of the return or 10.49% (6.15). The financial result was SEK 

258m (135). 

Other items mainly include the return on the assets not man-

aged on behalf of the policyholders, amortisation of intangible 

assets and interest expenses on debenture loans. Profits from 

other items were SEK 12m (7).  
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Premiums written rose to SEK 12.0bn (7.2) of which unit-

linked income represented SEK 8.6bn (3.9). Premiums written 

excluding SPP Liv Fondförsäkring rose by 49% to SEK 8.8bn 

(5.9). The rise was due to a general increase in sales, particularly 

the new endowment pension product called Kapitalpension, 

where premiums written were SEK 2.6bn.  

Insurance disbursements reported according to IFRS 4 were 

SEK 368m (488). According to the same accounting method, 

premiums written were SEK 680m (646). 

Assets managed rose by 32% to SEK 75bn (57), of which 

SEK 49bn (33) was invested in unit-linked insurance. SPP Liv 

Fondförsäkring managed SEK 23bn (16), of which SEK 14bn 

was added at the time of the acquisition. A strong net inflow 

(premiums minus insurance disbursements) combined with a 

good change in value, contributed to the increase. The net 

inflow doubled to SEK 7.1bn.  

The available solvency margin was SEK 2,478m. This should 

be related to the required solvency margin which was SEK 

1,736m, implying a solvency ratio of 1.43. Handelsbanken Liv’s 

target solvency ratio is 1.3. 

Handelsbanken Liv, investment assets 

Jan-Dec Jan-Jun Full year

Average exposure % 2005 2005 2004

Equities 34 31 28

Fixed income assets 58 61 64

Property 6 7 7

Other 2 1 1

Total 100 100 100  

Handelsbanken Liv, breakdown of results and key figures 

Jan-Dec Jan-Jun Full year

2005 2005 2004

Administration result, SEK m 101 26 41

Risk result, SEK m 209 108 44

Financial result, SEK m 258 146 135

Other, SEK m 12 9 7

Operating profit, SEK m 580 289 227

Total return, % 11.65 6.08 6.83

Assets managed, SEK bn, end of period 75 65 57

Solvency ratio, end of period 1.43 1.38 1.39  

SPP 
In 2005, SPP was run on mutual principles and is not included in 

the Handelsbanken Group’s consolidated accounts. From 

December 2005 inclusive, SPP is consolidated in Handels-

banken’s balance sheet.  

SPP’s profits were SEK 756m (2,130). Profits were reduced 

by SEK 1.9bn when the Finansinspektion lowered the highest 

interest rate from 3.5% to 3.25% on old insurance contracts. 

The highest interest rate is the maximum discount rate which 

may be used to calculate the value of the insurance commit-

ments on an insurance company’s balance sheet. The results for 

the previous year included capital gains of some SEK 900m due 

to the sale of the subsidiary SPP Liv Fondförsäkring AB. Exclud-

ing these two items, profits improved substantially. 

The total return was 6.6% (6.0) which meant that invest-

ment income was SEK 5,305m (4,553). The company’s 

strained solvency as a mutually-run company limited the ca-

pacity to increase the proportion of equities among the in-

vestment assets.  

Operating expenses in the insurance operations fell by 4% to 

SEK 844m (881), making the expense ratio 19.2% (13.3). SPP 

Liv Fondförsäkring AB was included in the profits in the first half 

of 2004. 

Premiums written declined to SEK 4.4bn (6.6), all of which 

was traditional insurance. For the comparative year, SEK 4.8bn 

was traditional insurance and SEK 1.8bn was unit-linked insur-

ance. Assets under management were SEK 83bn (79). In De-

cember, the proportion of equities increased and was 27% (17) 

on 31 December. 

The available solvency margin as at 31 December 2005 

was SEK 4,626m (4,386) and thus was SEK 1,407m larger 

than the required solvency margin. The solvency ratio thus 

increased to 1.44 (1.42). The collective solvency reserve was 

SEK 3,401m (1,003) which implies a collective consolidation 

ratio of 105% (101). 

The board of Handelsbanken resolved on a capital contribution 

to convert SPP into a profit-distributing life insurance company. 
In the autumn, the board of Handelsbanken resolved to con-

vert SPP into a profit-distributing life insurance company and in 

December, it resolved on a capital contribution of SEK 11.2bn 

which was injected into the company in the form of a sharehold-

ers’ contribution on 2 January 2006. Approximately SEK 3.5bn 

of this was used to cover the shortfall in parts of SPP’s portfolio. 

The solvency margin increased to more than 2. 

The capital injection allows for a reallocation of the assets 

managed on behalf of the policyholders, and it will improve the 

opportunities for high returns for customers.   

The total capital injection was SEK 13bn, of which SEK 

11.2bn was new capital.  

Purchase of SPP Liv Fondförsäkring AB 
On 1 January 2006, SPP Livförsäkring AB repurchased SPP Liv 

Fondförsäkring AB from Handelsbanken Liv. The purchase price 

was the same as the book value. This repurchase was made 

possible by the demutualisation of SPP. 

SPP, investment assets 

Jan-Dec Jan-Jun Full year

Average exposure % 2005 2005 2004

Equities 18 17 15

Fixed income assets 79 80 82

Property 0 0 0

Other 3 3 3

Total 100 100 100  

SPP, key figures 

Jan-Dec Jan-Jun Full year

2005 2005 2004

Profit, SEK m 756 2,301 2,130

Total return, % 6.6 4.4 6.0

Assets managed, SEK bn, end of period 83 82 79

Solvency ratio, end of period 1.44 2.06 1.42
Collective consolidation ratio, %
end of period 105 104 101  
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Balance sheet – Svenska Handelsbanken Group 

31 Dec 30 Sep 30 Jun 31 Dec

SEK m 2005 2005 2005 2004

Loans to the public Note 1 983,681 953,092 939,360 861,252

Loans to credit institutions 136,546 139,381 159,243 109,076

Interest-bearing securities 184,710 168,075 153,080 169,854

Other assets 275,796 226,692 249,011 176,607

Total assets 1,580,733 1,487,240 1,500,694 1,316,789

Deposits and borrowing from the public 407,617 378,289 386,477 342,243

Due to credit institutions 289,053 264,946 285,142 258,995

Issued securities etc 486,344 528,442 493,125 441,614

Subordinated liabilities 46,795 28,674 32,078 25,182

Other liabilities 285,273 221,192 241,526 187,383

Shareholders' equity 65,651 65,697 62,346 61,372

Total liabilities and shareholders' equity 1,580,733 1,487,240 1,500,694 1,316,789  

Note 1   Loans to the public

31 Dec 30 Sep 30 Jun 31 Dec

SEK m 2005 2005 2005 2004

SEK loans

     - to households 351,035 340,021 331,462 317,147

     - to companies etc  * 369,363 369,609 364,018 342,985

720,398 709,630 695,480 660,132

Foreign currency loans

     - to households 81,539 76,829 73,408 58,665

     - to companies etc * 184,176 169,213 173,117 144,678

265,715 246,042 246,525 203,343

Provision for probable loan losses -2,432 -2,580 -2,645 -2,223

Total loans to the public 983,681 953,092 939,360 861,252

* of which National Debt Office 6,198 7,546 5,789 1,592  

Loans to the public by sector

Lending before Provisions for Lending after 

deduction of probable deduction of 

SEK m provisions loan losses provisions

Private individuals 432,574 -456 432,118

- Of which mortgage loans 302,561 -35 302,526

Property management 336,739 -709 336,030

- Of which mortgage loans 142,946 -111 142,835

Manufacturing 38,729 -216 38,513

Retail 35,958 -272 35,686

Transport and communication 18,876 -53 18,823

Construction 11,927 -39 11,888

Municipalities 8,542 0 8,542

Agriculture, hunting and forestry 6,351 -7 6,344

Hotels and restaurants 5,197 -24 5,173

Other 91,220 -240 90,980

Total loans to the public, before taking into 

consideration collective provisions 986,113 -2,016 984,097

Collective provisions -416

Total loans to the public 983,681
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Bad debts and/or non-performing loans by sector

Non-performing

Of which loans wich are  

SEK m Gross Provisions Net* non-performing not bad debts

Private individuals 825 -456 369 258 429

Property management 1,406 -709 697 203 87

Manufacturing 407 -216 191 140 26

Retail 361 -272 89 77 24

Transport and communication 204 -53 151 20 2

Construction 75 -39 36 30 2

Hotels and restaurants 30 -24 6 6 2

Other 381 -248 133 87 30

Total 3,689 -2,017 1,672 821 602

* Book value after deduction of specific provisions.

Bad debts

 

Change in shareholders’ equity

Jan-Dec Jan-Dec

SEK m 2005 2004

Opening shareholders’ equity 61,372 58,801

Impact of changeover to IFRS

Component depreciation own property -10

Allocation of fees -86

Insurance operations -26

Net impact of changeover to measuring at fair value according to IAS 39 -341

Provision by group for individually assessed receivables -360

Adjusted opening equity 60,671 58,679

Acquisition of SPP -580

Other changes - insurance operations -116

Financial instruments available for sale 192

Financial instruments for cash flow hedges 109

Change of translation difference 380 -23

Total changes in equity not reported in the income statement 101 -139

Profit for the period 11,365 9,860

Dividends -4,018 -3,602

Buyback of own shares -2,468 -3,426

Closing shareholders’ equity 65,651 61,372

 

Cash flow statement

Jan-Dec Jan-Dec

SEK m 2005 2004

Cash flow from operating activities -14,824 8,430

Cash flow from investing activities 48 -1,152

Cash flow from financing activities 15,127 -8,576

Cash flow for the period 351 -1,298

Liquid funds at beginning of period 6,396 7,640

Cash flow for the period 351 -1,298

Exchange rate difference on liquid funds 267 54

Liquid funds at end of period 7,014 6,396
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Other disclosures
The accounts comply with the IASB accounting standards adopted by the 

EU. In addition to these standards, the Finansinspektionen (Swedish Finan-

cial Supervisory Authority) establishes accounting regulations and the 

provisions in the Annual Accounts Act for Credit Institutions and Securities 

Companies (ÅRKL) make additional disclosure requirements. This report is 

also adapted to these. The annual report for 2004 includes a description of 

the new accounting principles and how they differ from the accounting 

principles applied in preparing the annual report for 2004. The impact on 

shareholders’ equity is described in the annual report for 2004. It also 

contains the restated balance sheet and income statement for 2004. This 

information is shown on pages 91-93. 

From 1 January 2005, companies which are listed on an authorised 

marketplace in the EU must harmonise their consolidated accounts with 

the accounting standards of the IASB (International Accounting Standards 

Board). The accounting principles applied have been harmonised with the 

accounting recommendations (IAS or IFRS) which the IASB has issued 

and the EU has adopted. The impact on opening shareholders’ equity 

was SEK -438m. IFRS 1 permits that the classification and valuation rules 

in IAS 39 and IFRS 4 do not need to be applied retroactively. For financial 

instruments, items in the balance sheets and income statements have 

been reclassified without being restated for 2004.  The reason for this is 

that the initial accounting and documentation for hedge packages for 

previous years were adapted to the old accounting rules. IAS 39 has 

different rules concerning documentation and valuation and therefore 

restatement would not give a fair presentation of the results for the 

restated years. The most relevant view of the results is instead achieved 

by applying the valuation rules forwards. However, life insurance contracts 

have been retroactively adapted by restating the comparative figures for 

2004. IFRS 7 and changes in other standards as a result of applying IFRS 

7 are applied in advance. 

Impairment tests (IAS 36 Impairment of assets) have been performed and 

there is no indication of impairment. 

Demutualisation of SPP 
Until 31 December 2005, SPP was run on mutual principles. This means 

that all profits arising in the insurance company go to the policyholders, 

who also bear any losses. On 1 January 2006, SPP was demutualised 

into a profit-distributing insurance company, which means that SPP is 

permitted to pay profits to its owner.  

In a profit-distributing insurance company, profits and losses arise 

through the administration result, the risk result and the financial result. 

The allocation between SPP and the policyholders is performed by means 

of a well-defined model which a large majority of the policyholders voted 

in favour of, and which was then approved by the Finansinspektionen. 

Administration result 

The model implies that SPP bears the administration risk and thus also 

the administration result. The policyholders pay a fee for operating ex-

penses as agreed in the terms of the insurance contract. If the actual 

operating expenses exceed the fees SPP charges, SPP will bear the loss 

and vice versa. This part of the total result is relatively easy to forecast 

and compared to the financial result, is not particularly volatile. In the last 

few years, when SPP was run on mutual principles, the administration 

result has been negative but has gradually improved. It is expected that 

the administration result will make a positive contribution to the Handels-

banken Group’s results from 2007 inclusive. 

 

 

 

Risk result 

The risk result is attributable to the insurance risks which SPP enters into. 

The insurance risks are divided into three categories: 

- death – SPP compensates the insured party (the survivor) in the case 

of death with a specified amount. 

- life – SPP compensates the insured party with a specified amount as 

long as the insured party is alive, or as long as stated in the insur-

ance contract. 

- disability – SPP compensates the insured party with a specified 

amount in the case of disability/sickness during the period stipulated 

in the contract. 

The model for sharing return means that SPP in all essentials bears the 

risk result. The insurance contract states the risk in question, the terms for 

compensation and the amount to be paid. The policyholders pay SPP a 

specified amount for this. If the actual cost of the contracted risk exceeds 

the fees SPP charges, SPP will bear the loss. In the opposite case, the 

profit goes to SPP. The greatest short-term uncertainty is generated by 

disability cases, while the long-term result of life cases is more difficult to 

forecast. In the short term, the result of death and life risks is fairly stable. 

In the last few years, when SPP was run on mutual principles, the risk 

result has been positive. The risk result is expected to be positive but 

varies to a greater extent than the administration result, mainly due to 

uncertainty in the disability risks. 

Financial result 

The financial result derives from the financial guarantees which SPP 

issues in the insurance contracts and from the real return on the assets 

managed on behalf of the policyholders. The model for sharing return 

means that SPP receives at most 10% of the return on the policyholders’ 

assets. The return is only shared when the return exceeds the guaranteed 

rate for the insurance contract in question. For half the insurance portfolio, 

in order for full share of return to be achieved, there is also a requirement 

that the company can secure the value of pensions being paid out and 

paid-up policies.  

If the return is less than the contracted guaranteed rate, the return goes 

to the policyholders. If the insurance assets at a certain contracted date 

fall below the guaranteed value, SPP will compensate the policyholder. 

This applies for half of the contracts. For the other half, SPP contributes 

five percent of any deficit based on the balance at every year-end. In 

addition, SPP guarantees the contracted benefit, often in the form of a 

contracted monthly amount during the contracted payment period. 

Valuation of the guarantees is complex and is based on the current 

market interest rate. Changes to this rate may lead to volatility in the total 

liability. The financial result is expected to be the highest of the three 

result components and is also the result which is expected to vary most 

over time. 

The outcome of the financial result has varied a great deal during the last 

few years. From 2006, the insurance liability as an individual item will vary 

even more since the liability will be linked more directly than previously to 

changes in long-term market rates. At the same time as there will be greater 

variation in the size of the liability, it will also be easier to hedge for negative 

impact on the results due to the variation by investing in assets with the 

corresponding, but reversed, variation in value. This is a governing factor in 

the asset management, but the portfolio composition is also based on the 

expectations our asset management has of various asset categories. 
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Preliminary calculation of the impact on shareholders’ equity due to change of accounting principle at SPP 
In connection with the demutualisation of SPP, the insurance contracts change in character, and all the surplus funds in SPP as at 31 December 2005 are 

allocated to the policyholders. Following this, the insurance assets will then be individual. As a result of individualisation, the reported liability per customer 

will be at least the amount of the guaranteed assets. In the mutually run SPP, these under-financed insurance contracts were balanced by the surplus from 

other policyholders. These deficits are not realised - they are dependent on future returns. Any remaining deficits are realised when the insurance is due to 

be paid out. In connection with the transition to TPI, SPP will change its accounting principles for valuation of insurance liabilities. Since the allocation of the 

insurance assets is still not complete, the calculated impact on opening equity is preliminary. Due to the change of principle, the opening equity is expected 

to decrease by some SEK 3.2bn. Tier 1 capital is not affected.  

The effects of the change of principle on opening shareholders' equity in 2006 are based on the preliminary financial accounts information from SPP. The 

final impact cannot be calculated until all the surplus funds in SPP have been allocated to the policyholders. This will be done when SPP’s audited accounts 

have been presented. 

Adopted income statement 

Jan - Dec 2004 in accordance with     Adopted income statement Jan - Dec 2004

previous accounting principles Insurance Goodwill Reclassified Other     Restated in accordance with IFRS

Net interest income 16,628 8 -2,036 208 14,808 Net interest income

Dividends 680 7 -687

Net commission income 5,480 571 177 -228 6,000 Net fee and commission income

Net result on   Net gains/losses on financial items

financial operations 33 26 2,331 2,390 at fair value

44 44 Risk result - insurance

218 218 Other dividend income

104 104

Share of profits of associated 
companies 

Other operating income 358 100 -51 -8 399 Other income

Total operating income 23,179 712 100 -28 23,963 Total income

Staff costs -6,248 -132 -6,380 Staff costs

Other administrative   Other administrative    

expenses -2,996 -377 2 7 -3,364 expenses

Depreciation and write-downs Depreciation, amortisation and 

of tangible and intangible write-downs of property, plant and 

fixed assets -770 -180 443 6 -501 equipment and intangible assets

Total expenses before

loan losses -10,014 -689 443 2 13 -10,245 Total expenses

Profit before loan losses 13,165 23 443 102 -15 13,718 Profit before loan losses

Net loan losses -167 -167 Loan losses/recoveries

Gains/losses on disposal of

property, plant and equipment and 

2 2 intangible assets

Share of profits of associates 82 22 -104

Result of banking operations 13,080

Result of insurance operations -24 24

Operating profit 13,056 47 465 - -15 13,553 Operating profit

Taxes -3,698 0 5 -3,693 Taxes

Minority share 0

Profit for the year 9,358 47 465 - -10 9,860 Profit for the year

Restatement in accordance with IFRS

 

The changes are mainly due to the fact that the insurance operations are now fully included in the consolidated accounts instead of being included as a net 

item in the income statement. The accounting principles have also been changed with respect to accounting for interest flows for fair value hedges and 

economic hedges. The latter change means that interest on derivative contracts to the extent that it has been assessed to be hedges, has been reclassified 

from Net result on financial operations to Net interest income. 
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Adopted income statement Q4 2004

in accordance with previous accounting           Adopted income statement Q4 2004

 principles Insurance Goodwill Reclassified Other           restated in accordance with IFRS

Net interest income 4,040 -3 -414 52 3,675 Net interest income

Dividends 34 -34

Net and commission income 1,456 225 39 -59 1,661 Net fee and commission income

Net result on   Net gains/losses on financial 

financial operations 266 5 403 674 items at fair value

49 49 Risk result - insurance

2 2 Other dividend income

61 61

Share of profits of associated 
companies 

Other operating income 76 62 -45 -4 89 Other income

Total operating income 5,872 289 61 -11 6,211 Total income

Staff costs -1,558 -30 -1,588 Staff costs

Other administrative   Other administrative    

expenses -824 -138 0 2 -960 expenses

Depreciation and write-downs Depreciation, amortisation and 

of tangible and intangible write-downs of property, plant 

fixed assets -142 -51 114 2 -77 and equipment and intangible assets

Total expenses before

loan losses -2,524 -219 114 0 4 -2,625 Total expenses

Profit before loan losses 3,348 70 114 61 -7 3,586 Profit before loan losses

Net loan losses -175 -175 Loan losses/recoveries

Gains/losses on disposal of

property, plant and equipment 

and intangible assets

Share of profits of associates 48 13 -61

Result of banking operations 3,221

Result of insurance operations 41 -41

Operating profit 3,262 29 127 - -7 3,411 Operating profit

Taxes -889 -1 3 -887 Taxes

Minority share 0

Profit for the period 2,373 29 126 - -4 2,524 Profit for the period

Restatement in accordance with IFRS

Capital base and requirement

30 Dec 30 Dec

SEK m 2005 2004

Tier 1 capital 58,424 49,872

Total capital base 89,314 65,471

Risk-weighted volume 769,239 657,708

Capital ratio 11.6% 10.0%

Tier 1 ratio 7.6% 7.6%  

Tier 1 capital has been negatively affected at the beginning of the year by SEK 987m due to the transition to IFRS. 

The Group’s capital ratio was 11.6%, to be compared with 9.9% at the end of the previous quarter and 10.0% in 2004. The tier 1 capital ratio grew during 

the quarter from 7.4% to 7.6%. The quarterly profit entirely financed repurchase of own shares during the period. In addition, tier 1 capital has been mainly 

affected by issued tier 1 capital loans. The tier 1 capital ratio for 2004 was 7.6%. 

The risk-weighted volume increased during the quarter by SEK 40bn to SEK 769bn due to increased credit and market risks. Compared to 2004, the 

increase was SEK 112bn. 

On 31 March 2006, new capital cover rules will come into force. The changes concern adjustments to the capital base due to IFRS. If the new rules had 

come into force on 1 January 2006, the tier 1 capital would have been negatively affected by SEK 988m. The negative impact on the total capital base 

would have been SEK 1,840m. 
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Bad debts

31 Dec 30 Sep 30 Jun 31 Dec

SEK m 2005 2005 2005 2004

Bad debts 3,689 4,003 3,963 4,192

Specific provision for individually assessed loan receivables -1,910 -2,022 -2,043 -2,131

Provision for collectively assessed homogenous groups

   of loan receivables with limited value -107 -109 -108 -109

Provisions by group for individually assessed loan receivables -416 -449 -497 -

Bad debts, net 1,256 1,423 1,315 1,952

Total bad debt reserve ratio 65.9% 64.5% 66.8% 53.4%

Proportion of bad debts 0.12% 0.14% 0.13% 0.21%

Bad debt reserve ratio excl. group provisions 54.7% 53.2% 54.3% 53.4%

Loan loss ratio -0.03% -0.03% 0.01% 0.02%

Non-perfoming loans which are not bad debts 602 910 975 909

Book value of loan receivables restructured during the period, 

   before restructure 47 39 37 83

Book value of loan receivables restructured during the period, 

   after restructure 55 45 42 81

Bad debts which during the period have been reclassified as

   normal loans 391 108 84 419  

Collateral taken over

31 Dec 30 Sep 30 Jun 31 Dec

SEK m 2005 2005 2005 2004

Buildings and land 34 34 35 5

Shares and other participating interests 0 30 30 124

Other 159 175 174 192

Total collateral taken over 193 239 239 321  

Goodwill and other intangible assets

Jan-Dec Jan-Dec

SEK m 2005 2004

Opening residual value 9,378 8,576

Additional during the period 3,540 976

Amortisation and write-downs for the period -178 -164

Foreign exchange effect 136 -10

Closing residual value 12,876 9,378  

Derivative instruments

Fair value Cash flow

SEK m Trading hedge hedge Total

Positive market values 63,522 4,480 167 68,169

Negative market values 66,110 7,400 224 73,734  
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Value-at-Risk 
During the period 1 January - 30 December, Handelsbanken Markets’ 

average exposure to interest rate and exchange rate risks, measured as 

Value-at-Risk (VaR), was SEK 19m (35). During the period, this risk varied 

between SEK 8m (15) and 41m (60). During the same period, Handels-

banken Markets’ average exposure to equity price risks, measured as 

VaR, was on average SEK 8m (5). This risk varied between SEK 1m (1) 

and 26m (15). 

Turnover of own debt instruments and shares 
The Handelsbanken Group issues and repurchases its own debt instru-

ments and shares. This turnover is mainly intended for the Bank’s securities 

operations and also as a component in financing its operations. Turnover 

during the first six months was as follows: 

Interest-bearing securities, bonds and commercial paper: 

Issued (sold):  SEK 1,491bn 

Repurchased (bought): SEK 275bn 

Matured:  SEK 1,171bn 

Equity-related securities: 

Issued (sold):  SEK 11.5bn 

Repurchased (bought):  SEK 14.0bn 

Contingent assets and liabilities 
The Handelsbanken Group is currently pursuing a number of legal dis-

putes in various tax courts. The total amounts in dispute are approx. SEK 

343m (363), excluding interest, which in the case of a positive judgement 

would increase the Group’s income by the same amount.  

Total contingent liabilities are SEK 95,791m (81,226). This amount in-

cludes SEK 49m (76) relating to a number of lawsuits which the Group is 

pursuing in general courts of law. The largest individual amount in dispute 

is SEK 24m (24). The Bank’s assessment is that the lawsuits will essen-

tially be judged in its favour. None of the amounts in dispute, nor any 

insurance compensation, has been taken up as income. The estimated 

expected value is included in contingent liabilities. 
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Handelsbanken’s shares 
The Swedish stock market grew by 33% during 2005. The Affärsvärlden Bank and Insurance Index went up by 24%. Handelsbanken’s 

Class A shares rose by 14%. As at 31 December 2005, the total market capitalisation of Handelsbanken, after buybacks, was SEK 129bn. 

 

 

Handelsbanken's shares

31 Dec 31 Dec

2005 2004

Share price ordinary class A, SEK 197.00 173.00

Number of outstanding shares, million 656.5 669.6

Market capitalisation, SEK bn 129 116  

Handelsbanken's rating at 31 December 2005

Financial

Long-term Short-term strength

Moody’s Aa1 P-1 A-

Standard & Poor’s AA- A-1+

Fitch AA- F1+  

 

Share price performance until 31 December  2005
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The interim report for January-March will be published on 24 April 2006.  

Handelsbanken’s interim reports and other financial information are available at www.handelsbanken.se/ireng 


