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Summary

� Operating profits increased by 13% to SEK 11.6bn (10.2)

� Return on shareholders' equity rose to 14.9% (14.6)

� Income increased by 2% to SEK 22.1bn (21.7)

� Expenses fell by 5% to SEK 10.3bn (10.9)

� The C/I ratio improved and was 46.5% (50.2) before loan losses

� The loan loss ratio was 0.06% (0.05)

� Profits after tax increased to SEK 8.1bn (7.3)

� Earnings per share rose to SEK 11.70 (10.50)

� The Board proposes an increase in dividend by 11% to SEK 5.25 (4.75)

� The Board proposes to the AGM a new and increased mandate to repurchase
shares

� The Bank has decided to start banking operations in Russia
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The Group
Income up – expenses down
Operating profits were SEK 11 550m (10 190), an increase of

13%. Income increased by 2% while expenses fell by 5%.

Expenses in 2003 were lower than in 2001. The increase in

income would have been one percentage point higher, if the

Bank had not decided to allocate SEK 229m to avoid, at

present, reducing pensions being disbursed in Handelsbanken

Liv. The allocation is reported as a negative item under other

income.

Operating profits were positively affected by a write-up of the

Bank’s equity portfolio by SEK 199m. This write-up corresponds

to the write-down which was made by the same amount during

the third quarter of 2002. The C/I ratio before loan losses was

46.5% (50.2) and after loan losses 48.7% (52.0), in both cases

excluding the write-up/write-down of the equity portfolio. Return

on shareholders’ equity was 14.9% (14.6).

Income increased by 2%
Income increased by 2% to SEK 22 130m (21 664). Net interest

income rose to SEK 14 480m (14 285). Net interest income was

positively affected by larger business volumes, while it was

negatively affected by decreased margins and the impact of the

stronger Swedish krona. Net commission income showed a

rising trend during the year and was SEK 5 224m (5 134).

Lending and payment commissions represented the largest

increase between the two years. Net trading income rose by

31% to SEK 2 222m (1 702). This was mainly due to strong

foreign exchange and fixed income trading and good total return

on policyholders’ funds in Handelsbanken Liv, of which the

company received 10%. Other income decreased, which was

mainly due to the allocation made to maintain the level of pen-

sions being disbursed in Handelsbanken Liv.

Business volumes increased. The underlying rise in average

lending volumes in the Group was SEK 33bn, an increase of

over 4%; but currency effects had a negative impact of SEK 7bn

on the reported increase. In Sweden, average volumes rose by

just over 4% to SEK 673bn (647), where private lending repre-

sented 6% and corporate lending 3%. In other domestic mar-

kets, the increase in lending, expressed in local currencies, was

larger. The average volume of deposits increased by nearly 3%,

of which deposits from private individuals represented 5% and

corporate deposits 1%.

Expenses lower than in 2001
Expenses were SEK 10 287m (10 883), a decrease of 5%.

Expenses were lower than in 2001, even though the Bank has

opened 26 branches outside Sweden in the past three years and

Handelsbanken Liv is included in the consolidated accounts.

Staff costs  went down as did practically every cost category

within other administrative expenses. The low cost level was

mainly because the number of employees continued to fall.

The number of employees fell by 401 to 9 057, a decrease of

4.2%. All units, apart from the Great Britain regional bank, reduced

the number of employees. Among other administrative expenses,

external IT costs decreased most, both in percentage terms and in

absolute figures. IT expenses were SEK 2 534m (2 801).

Loan losses still at low level
Loan losses, including changes in the value of repossessed

property, amounted to SEK 492m (392). This corresponded

to 0.06% (0.05) of lending. The proportion of bad debts was

0.28% (0.23).

Capital ratio, buy-back of shares and rating
The Group’s capital ratio was 10.0% (9.3) and the Tier 1 capital

ratio was 7.1% (6.4).

The Bank neither repurchased shares nor sold previously

repurchased shares. In order to adjust the capital structure, the

Board is requesting that the Annual General Meeting authorise it

to repurchase a maximum of 40 million shares. On condition that

the AGM decides in accordance with the Board’s proposal, the

Board also announces that the Bank will repurchase shares for a

maximum of SEK 5bn. A maximum of SEK 2.5bn will be repur-

chased between the AGM and the publication of the report for

the first half of 2004. The Board also proposes that the AGM

cancel the 21.4 million shares which the Bank has repurchased

so far. Finally the Board proposes that the AGM decide that

shares which may come to be repurchased if the AGM decides

in accordance with its proposal, can be used for financing po-

tential company acquisitions.

Handelsbanken's ratings from all three rating agencies was

unchanged. However, both Moody’s and Standard & Poor’s

changed their outlook for Handelsbanken from stable to positive.

Earnings per share
Net earnings per share were SEK 11.70 (10.50). The Board

recommends that the General Meeting resolve on a dividend of

SEK 5.25 per share (4.75) for the class A and B shares, an

increase of 10.5%.

Handelsbanken aims to have the most satisfied cus-
tomers of the Nordic banks
Customer satisfaction surveys are very important for Handels-

banken. In the autumn, the Swedish survey was presented and

Handelsbanken continued to take number one position among

the banks with nationwide branch networks. In Finland, the

corresponding survey was presented at the beginning of 2003,

showing that Handelsbanken has the most satisfied private

customers in Finland. In Denmark a survey was carried out

where the participating banks were only informed of the per-

ceived satisfaction of their customers in relation to average for

the whole Danish market. Handelsbanken in Denmark was also

well above the average for the Danish market.
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Handelsbanken Liv - profit distribution that works
The Pension and Insurance business area, which in practice is

Handelsbanken Liv, reported an operating result of SEK -80m

(-175). This amount includes an allocation of SEK 229m. The

allocation enabled the company not to reduce, at present,

pensions being disbursed. The amount represents an estimated

cost for a five-year period. The allocation was made to demon-

strate the flexibility which exists in a demutualised company

where no policyholder or collective of policyholders is negatively

affected by such action. It was also intended to draw attention

to the fact that Handelsbanken’s customers can rely on their

bank – including the insurance operation. Without this allocation,

the life insurance company would have reported a surplus of

almost SEK 150m, which is the level indicated by the Bank for

Handelsbanken Liv’s contribution to the consolidated results

under normal market conditions. Investment income on policy-

holders’ funds was 6.27%, which was well above the guaran-

teed level. Handelsbanken therefore received 10% of the in-

come. The administration result was also positive and the risk

result was considerably better than the previous year.

Handelsbanken Markets’ profits almost doubled
Handelsbanken Markets' operating profit was SEK 1 009m

(533), an increase of 89%. This increase was due to higher

income by 3%, reduced expenses by 10% and a small amount

of recoveries instead of loan losses. This cost reduction was

achieved at the same time as the new organisation with Han-

delsbanken Capital Markets and Handelsbanken Markets Inter-

national was implemented, which included recruiting a number

of key personnel. Capital Markets benefited from a gradually

improved equity market but where public transactions were

conspicuous by their absence. At Markets International, banking

operations outside the Nordic countries and Great Britain per-

formed much better than the previous year.

Handelsbanken starts banking operations in Russia
Handelsbanken has had a representative office in Moscow since

1974. The Board of Handelsbanken has now decided that the

Bank will start banking operations in Russia. An application for a

full banking license will be submitted to the appropriate authori-

ties as soon as practically possible. Banking operations will be

based on the experiences which the Bank gained when building

up its operations in Poland. The present General Manager of

Handelsbanken in Poland has been appointed head of the

operations in Russia. Banking operations in Russia will focus on

companies with Nordic and British links.

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

Lars Lindmark, Head of Corporate Communications

phone: +46 8 - 701 10 36, e-mail: lali12@handelsbanken.se

Bengt Ragnå, Head of Investor Relations

phone: +46 8 -701 12 16, e-mail: bera02@handelsbanken.se   
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Profit and loss account – Svenska Handelsbanken Group
The profit and loss account, which is presented after the business area accounts, has been prepared in accordance with Finansinspektionen’s directives. In

order to illustrate the development of operations more clearly, the profit and loss account is shown below with the various income categories, excluding that

which is generated in the trading operation. The ”Net result on financial operations” (equity-, interest rate- and currency-related) and trading-related income

from other income categories are reported under "Trading, net". Performance-related staff costs are reported separately. The result of insurance operations

has been allocated to the respective income/expense categories as shown in note 5. Participations in associated companies’ results are reported under

"Other income".

Profit and loss account

Jan-Dec Jan-Dec Change Q 4 Q 3 Change

SEK m 2003 2002 % 2003 2003 %

Net interest income 14,480 14,285 1 3,544 3,573 -1

Commission, net             Note 1a 5,224 5,134 2 1,430 1,313 9

Trading, net 2,222 1,702 31 621 496 25

Other income 204 543 -62 -164 114

Total income 22,130 21,664 2 5,431 5,496 -1

Staff costs excl. performance-related -6,009 -6,199 -3 -1,495 -1,483 1

Performance-related staff costs -185 -166 11 -52 -45 16

Other expenses -4,093 -4,518 -9 -1,064 -984 8

Total expenses -10,287 -10,883 -5 -2,611 -2,512 4

Profit before loan losses 11,843 10,781 10 2,820 2,984 -5

Loan losses incl. change in value of repossessed property -492 -392 26 -195 -195 0

Write-downs/reversed write-downs of financial fixed assets 199 -199 199 -

Operating profit 11,550 10,190 13 2,824 2,789 1

Pension settlement -89 -80 11 -7 -35 -80

Taxes -3,345 -2,817 19 -843 -803 5

Minority interests - -11 -100 - -

Profit for the period 8,116 7,282 11 1,974 1,951 1

Note 1a    Commission, net

Jan-Dec Jan-Dec Change Q 4 Q 3 Change

SEK m 2003 2002 % 2003 2003 %

Brokerage 844 885 -5 248 224 11

Mutual funds and custody 1,004 1,079 -7 261 264 -1

Insurance 350 346 1 97 86 13

Payments 1,532 1,429 7 404 410 -1

Lending and deposits 1,346 1,249 8 348 329 6

Other 1,198 1,275 -6 362 283 28

Commission income 6,274 6,263 0 1,720 1,596 8

Commission expense -1,050 -1,129 -7 -290 -283 2

Commission, net 5,224 5,134 2 1,430 1,313 9

Other information

Goodwill and intangible assets

Jan-Dec Jan-Dec Q 4 Q 3

SEK m 2003 2002 2003 2003

Opening residual value 9,183 9,462 8,579 8,783

Additional during the period 34 297 32 0

Amortisation for the period -581 -590 -145 -145

Foreign exchange effect -147 14 23 -59

Closing residual value 8,489 9,183 8,489 8,579
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Quarterly performance of Svenska Handelsbanken Group

Q 4 Q 3 Q 2 Q 1 Q 4

SEK m 2003 2003 2003 2003 2002

Net interest income 3,544 3,573 3,705 3,658 3,674

Commission, net 1,430 1,313 1,230 1,251 1,352

Trading, net 621 496 651 454 454

Other income -164 114 150 104 140

Total income 5,431 5,496 5,736 5,467 5,620

Staff costs, excl. performance-related -1,495 -1,483 -1,489 -1,542 -1,518

Performance-related staff costs -52 -45 -40 -48 -41

Other expenses -1,064 -984 -1,056 -989 -1,161

Total expenses -2,611 -2,512 -2,585 -2,579 -2,720

Profit before loan losses 2,820 2,984 3,151 2,888 2,900

Loan losses incl. change in value of repossessed property -195 -195 -71 -31 -170

Write-downs/reversed write-downs of financial fixed assets 199 - - - -

Operating profit 2,824 2,789 3,080 2,857 2,730

Pension settlement -7 -35 -27 -20 -36

Taxes -843 -803 -865 -834 -721

Profit for the period 1,974 1,951 2,188 2,003 1,973

Net earnings per share, SEK 2.84 2.82 3.15 2.89 2.85

Key figures for the Group

Jan-Dec Jan-Dec Q 4 Q 3

2003 2002 2003 2003

Return on shareholders' equity 14.9% 14.6% 14.1% 14.3%

Return on shareholders' equity, operating profit after

   standard tax 15.3% 14.6% 14.6% 14.7%

Cost/Income (C/I ratio)

-     before loan losses 46.5% 50.2% 48.1% 45.7%

-     after loan losses 48.7% 52.0% 51.7% 49.2%

Earnings per share, SEK 11.70 10.50 2.84 2.82

-     12-month moving total 11.70 10.50 11.70 11.70

Dividend per share, SEK 4.75

Adjusted equity per share, SEK 82.61 75.48 82.61 79.56

Number of shares, end of period  ** 693,387,415 693,387,415 693,387,415 693,387,415

Average number of outstanding shares  ** 693,387,415 693,387,415 693,387,415 693,387,415

Number of repurchased shares, end of period ** 21,359,525 21,359,525 21,359,525 21,359,525

Tier 1 capital, SEK m 45,846 41,008 45,846 43,702

Risk-weighted volume, SEK m 641,855 641,106 641,855 646,863

Capital ratio  * 10.0% 9.3% 10.0% 9.8%

Tier 1 ratio  * 7.1% 6.4% 7.1% 6.9%

Average number of employees 9,258 9,752 9,063 9,422

Number of branches in Nordic countries and

   Great Britain, end of period 554 552 554 553

*   Including profit for the period

** The Bank has not acquired or divested any of its own shares during the year
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Business areas

Profit and loss account by business area - Group

Branch Markets Asset Pension & Other Elimina- Jan-Dec Jan-Dec

SEK m offices Mgmt Insurance operations tions 2003 2002

Net interest income 15,467 2,667 157 31 -99 -23 18,200 16,943

Commission, net 3,166 779 734 334 30 5,043 4,939

Net result on financial operations -587 -1,124 13 140 -120 -1,678 -1,035

Other income 196 874 64 -171 3,029 -3,427 565 817

Total income 18,242 3,196 968 334 2,840 -3,450 22,130 21,664

Total expenses -7,809 -2,189 -507 -414 -2,818 3,450 -10,287 -10,883

Profit before loan losses 10,433 1,007 461 -80 22 11,843 10,781

Loan losses incl. change in value of

   repossessed property -495 2 1 -492 -392

Write-downs/reversed write-downs of

   financial fixed assets 199 199 -199

Operating profit 9,938 1,009 462 -80 221 11,550 10,190

Return on equity, % 17.5 16.1 20.0 14.9 14.6

Average number of employees 6,019 1,063 303 192 1,681 9,258 9,752

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

profit and loss account. 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.

Handelsbanken Liv is included in the Pension and Insurance business area.

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, it is computed after pension

settlement and full tax. The shareholders' equity, on which calculation

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

Adequacy Act.

The results of insurance operations and associated companies is reported

as explained on page 4.
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Branch office operations

Branch office operations comprise eleven regional banks, Handelsbanken Finans and Stadshypotek Bank. Seven of the

regional banks are in Sweden and the remaining four are located in Great Britain, Denmark, Finland, Norway and

At Handelsbanken, the branches are the base of all operations and services for all customers, including major corpora-

tions, are co-ordinated there. The regional banks are responsible for their own profits and pursue the same goals – to

deliver universal banking services with a higher service level and at lower cost than other banks in the Nordic area.

Handelsbanken Finans offers a full range of finance company services in the four Nordic countries and is currently

expanding its operations to Great Britain. Handelsbanken Finans works through the Bank’s branches and in financing

collaboration with retailers and vendors. Stadshypotek Bank is one of Sweden’s leading Internet and telephone banks.

It operates under its own brand name and has a separate range of products.

Profit and loss account

Jan-Dec Jan-Dec Change Q 4 Q 3 Change

SEK m 2003 2002 % 2003 2003 %

Net interest income 15,467 14,903 4 3,721 3,777 -1

Commission, net 3,166 2,982 6 921 792 16

Net result on financial operations -587 -174 -237 -20 -85 76

Other income 196 224 -13 16 67 -76

Total income 18,242 17,935 2 4,638 4,551 2

Total expenses -7,809 -8,091 -3 -1,983 -1,898 4

Profit before loan losses 10,433 9,844 6 2,655 2,653 0

Loan losses incl. change in value

   of repossessed property -495 -266 86 -194 -195 -1

Operating profit 9,938 9,578 4 2,461 2,458 0

Return on equity, % 17.5 19.1 17.2 17.3

Average number of employees 6,019 6,284 -4 5,858 6,194 -5

Performance
Operating profit increased by 4% to SEK 9 938m (9 578).

Income increased by 2% and expenses fell by 3%. Loan

losses increased to SEK 495m (266) but were still very low, in

both a Swedish and a European perspective. Net interest

income was SEK 15 467m (14 903), an increase of 4%. In

general, net interest income was positively affected by higher

business volumes and slightly improved lending margins, while

poorer deposit margins and the stronger Swedish krona were

negative factors.

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

banks with a total of 453 branches. Profits rose by 4% to

SEK 9 064m (8 679). Income increased and expenses fell.

Loan losses were marginally higher. Net interest income rose

by 2% to SEK 11 749m (11 495). Business volumes were

higher with improved lending margins but margins on depos-

its were poorer.

Branch office operations in Sweden

Jan-Dec Jan-Dec Change

SEK m 2003 2002 %

Income 14,332 14,094 2

Expenses -5,117 -5,301 -3

Loan losses -151 -114 32

Operating profit 9,064 8,679 4

The average volume of lending rose by 4%, of which private

lending by 6% to SEK 288bn (272) and corporate lending by 3%

to SEK 386bn (375). Mortgage loans were SEK 19bn higher at

SEK 376bn (357), of which lending to households represented

the whole increase. Average lending to households was SEK

240bn (221) and to companies SEK 136bn (136). Stadshypo-

tek’s lending to the private market increased less than the over-

all market, thus leading to reduced market share.

In the corporate market, on the other hand, Stadshypotek

boosted its dominant position. With larger volumes on a shrink-

ing market, this led to higher market shares. Average deposit

volumes rose by 5%, of which household deposits by 4% to

SEK 83bn. Deposits from companies grew by 6%.

Branch office operations outside Sweden
Branch office operations outside Sweden comprise the regional

banks in Great Britain, Denmark, Finland and Norway. The Bank

had a total of 101 branches in these countries. Operating profit

decreased by 19% to SEK 872m (1 077).

Branch office operations outside Sweden

Jan-Dec Jan-Dec Change

SEK m 2003 2002 %

Income 2,984 3,084 -3

Expenses -1,669 -1,815 -8

Loan losses -443 -192 131

Operating profit 872 1,077 -19
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Profits before loan losses increased by 4% to SEK 1 315m (1

269). The result in Swedish kronor was negatively impacted by

the stronger Swedish krona. In particular the Swedish krona

strengthened against sterling and the Norwegian krona. In local

currencies, business volumes increased in all countries. Gradu-

ally declining short-term interest rates put pressure on deposit

margins.

The Bank opened two branches in Great Britain, in Cardiff and

Southampton. At the end of the year, Handelsbanken had ten

branches there. It has been decided to accelerate the pace of

growth and during 2004-2005, ten new branches will be opened.

The first three of these will be in Hull, Norwich and Guildford.

Profits increased expressed in local currency but due to the

stronger Swedish krona, they were lower expressed in this

currency. In local currency, the branches increased the average

lending volume by 11%.

Branch office operations in Denmark increased business vol-

umes and expenses fell, which resulted in an improved C/I ratio.

The fourth quarter of 2003 was the fifth quarter running when

the C/I ratio improved. Since the acquisition of Midtbank, the

number of employees has fallen by nearly 25% while the number

of branches and business volumes have risen. Profits were

negatively affected by a poorer margin on deposit volumes

which could be compensated by a larger business volume. In

local currency, average lending volume increased by 9%, of

which 28% to households and 3% to companies. Deposits went

up by 12%, of which household deposits by 10% and corporate

deposits by 13%.

Finland increased its operating profit by almost 50%. This

rise was due to a significant improvement in net commission

income, combined with considerably lower costs, which were

reduced by 11%. The average volume of household lending

increased by 24% and lending to companies by 16%, a total

increase of lending to the general public by 18%. Household

lending also rose significantly, rising by 19%, while deposits

from companies dropped by 20%. Two new branches were

opened bringing the number of branches to 30.

In Norway, profits before loan losses were mainly unchanged

expressed in local currency but after loan losses they decreased.

Deposit margins were under pressure from falling short-term

interest rates but Handelsbanken could compensate for most of

this effect through increased volumes. The average volume of

lending in local currency rose by 6%, of which household lending

by 3% and corporate lending by 7%. This figure includes a reduc-

tion of the  shipping portfolio which was part of the acquired

Bergensbanken, by over one billion Norwegian kronor. This port-

folio is 0.8 billion Norwegian kronor. The average volume of lend-

ing to companies, excluding the shipping portfolio, increased by

13%. Average deposit volumes fell by 4%. A branch was opened

in Halden and in 2004, seven new branches will open. The Bank

had a total of 28 branches in Norway.

Handelsbanken Finans
Profits were SEK 436m (386), an increase of 13%. Income rose

by SEK 22m to SEK 926m (904), an increase of 2%. Costs were

lower at SEK 480m (491). The already low credit losses fell even

more to SEK 10m (27). Average lending volume rose by 17%

and market shares increased in most of the company’s market

segments. Efficiency measured as expenses in relation to aver-

age credit volume, was 13% higher.

Handelsbanken Finans

Jan-Dec Jan-Dec Change

SEK m 2003 2002 %

Income 926 904 2

Expenses -480 -491 -2

Loan losses -10 -27 -63

Operating profit 436 386 13

In the area of leasing and conditional sales, average volumes

grew in Sweden by 21% and exceeded SEK 20bn.

In Sweden, Handelsbanken Finans is market leader for fac-

toring and invoice services and had a market share of 46% of

the bank-owned finance companies.

Volumes for retail financial services increased and the total

credit volume was some SEK 3.5bn. The number of cards

issued exceeded 300 000. Card sales rose by 39% and annual

sales of card products were SEK 890m.

In Finland, Handelsbanken Finans, in the form of the Aktiiviraha

card, had a market share in excess of 20% for profiled cards.

Stadshypotek Bank
Profits increased to SEK 22m (19). Reduced expenses were the

main reason for the increased profits. The decrease in income

was due to lower net interest income which in turn was due to

lower average deposit volumes. Net commission income was

basically unchanged.

For a long time, Stadshypotek Bank has had no charges for

paying bills, either via online banking or Privatgiro, and was the

first Swedish bank to launch bonuses on purchases using one of

the bank’s Visa cards. In January 2004, Stadshypotek Bank was

the first bank in Sweden to expand the bonus system to include

bills paid via its online banking service.

Stadshypotek Bank’s card operations expanded and the num-

ber of accounts increased by 8% while purchase volumes rose

by 17%. Credit card volumes doubled.

Stadshypotek Bank

Jan-Dec Jan-Dec Change

SEK m 2003 2002 %

Income 131 133 -2

Expenses -109 -114 -4

Loan losses 0 0 0

Operating profit 22 19 16
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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, currency and fixed income trading and Structured Products. It also includes support to the branch office opera-

tions for products in these areas. Markets International comprises banking operations outside the Nordic countries and

Great Britain, Trade Finance and Financial Institutions. There are over 1 000 employees in 16 countries. Apart from these

two business areas, there are also back office, middle office and administrative departments.

Profit and loss account

Jan-Dec Jan-Dec Change Q 4 Q 3 Change

SEK m 2003 2002 % 2003 2003 %

Net interest income 2,667 2,159 24 523 654 -20

Commission, net 779 777 0 249 178 40

Net result on financial operations -1,124 -665 -69 -110 -220 50

Other income 874 832 5 153 146 5

Total income 3,196 3,103 3 815 758 8

Total expenses -2,189 -2,439 -10 -566 -532 6

Profit before loan losses 1,007 664 52 249 226 10

Loan losses incl. change in value 

   of repossessed property 2 -131 -1 0

Operating profit 1,009 533 89 248 226 10

Return on equity, % 16.1 8.8 16.8 14.4

Average number of employees 1,063 1,168 -9 1,045 1,062 -2

Performance
Operating profit increased by 89% to SEK 1 009m (533).

Income rose, expenses fell and the loan losses reported by

Handelsbanken Markets in the previous year were replaced by

recoveries.

Handelsbanken Capital Markets
The profit for Handelsbanken Capital Markets was SEK 565m

(286), an increase of 98%. Income increased by 7% while ex-

penses fell by 8%.

Handelsbanken Capital Markets

Jan-Dec Jan-Dec Change

SEK m 2003 2002 %

Income 2,167 2,023 7

Expenses -1,602 -1,737 -8

Loan losses

Operating profit 565 286 98

Improvements were also noted for fixed income and foreign

exchange trading. Profits were more than doubled as a result of

favourable market conditions in combination with a high degree

of activity among customers.

Brokerage income in Stockholm rose by 20%. Handels-

banken consolidated its market position in syndicated loans and

in addition to a position as market leader in Sweden was the

second largest player in the Nordic region in terms of the volume

of loans arranged.

The number of employees was reduced by 9% during the

year to 492 (542). At the same time a number of key recruit-

ments helped broaden the competence base.

A new organisation
Handelsbanken Capital Markets was formed on 1 January

2003, by merging the Trading and Securities business areas.

One of the guiding principles during this process was the

wishes expressed by customers for fewer providers and their

interest in credible research which is neutral in product terms.

Handelsbanken Markets International
Operating profit rose to SEK 138m (-39). Income fell slightly, largely

due to the stronger Swedish krona. Expenses were reduced.

On 1 January 2003, the previous units Financial Insitutions and

Trade Finance were merged with the branches outside the Nordic

countries and Great Britain to form Handelsbanken Markets Inter-

national. Markets International had approximately 290 employees,

of whom two-thirds were based outside Sweden.

The branches at Handelsbanken Markets International do

business with customers who have a business link to the

branch operations in the Nordic countries or Great Britain. The

branches are divided into four units: Mid-Europe, which in-

cludes all the branches in Euroland, New York, Asia and Po-

land. Operating profits increased in all four units and banking

operations performed particularly well in the US. Apart from

the branches, there are also representative offices in four

locations: Moscow, Beijing, Shanghai and Taipei. In early 2004,

the Bank decided to apply for a banking license in Russia.

Handelsbanken Markets International

Jan-Dec Jan-Dec Change

SEK m 2003 2002 %

Income 503 512 -2

Expenses -367 -420 -13

Loan losses 2 -131

Operating profit 138 -39
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Handelsbanken Asset Management

Handelsbanken Asset Management comprises Fund Management, Discretionary Management and Institutional Custody

Services. Apart from services aimed at companies, institutions and private individuals, Asset Management provides sup-

port to the branch offices regarding investments, portfolio systems and accounting for foundations. Operations are con-

ducted in four Nordic countries and also in Luxembourg, Switzerland, France and Spain.

Profit and loss account

Jan-Dec Jan-Dec Change Q 4 Q 3 Change

SEK m 2003 2002 % 2003 2003 %

Net interest income 157 184 -15 40 40 0

Commission, net 734 789 -7 191 189 1

Net result on financial operations 13 17 -24 2 6 -67

Other income 64 71 -10 22 15 47

Total income 968 1,061 -9 255 250 2

Total expenses -507 -591 -14 -129 -122 6

Profit before loan losses 461 470 -2 126 128 -2

Loan losses incl. change in value

   of repossessed property 1 5 -80 0 0 0

Operating profit 462 475 -3 126 128 -2

Return on equity % 20.0 21.6 22.2 22.6

Average number of employees 303 343 -12 293 306 -4

Performance
Operating profit fell by 3% to SEK 462m (475). Lower income

at the beginning of the year due to lower stock prices was

partly compensated by new asset management assignments.

A number of cost-cutting measures were taken, resulting in a

reduction in expenses of 14%. The volume of assets managed

by Handelsbanken Asset Management was SEK 253bn (215).

The total volume of assets under management by the Group

was SEK 295bn (253).

Mutual fund management
The Bank's mutual fund management company managed

78 (87) mutual funds with a total value of SEK 112bn (89).

Of the assets managed, 45% (44) were invested in equity

funds, 29% (30) in fixed income funds, 3% (4) in hedge funds

and 23% (22) in mixed funds. Average assets under manage-

ment, on which management commission is based, rose by

5% and were SEK 100bn (95).

New savings in the Swedish mutual fund market were SEK

69.6bn (57.2). Premium pensions savings represented almost

SEK 13.0bn (12.5) of this. Handelsbanken's market share of the

total net flow to the Swedish mutual fund market was 17.1%.

With a market share of 12.7%, Handelsbanken was the only one

of the major players to increase its share of total holdings in

mutual funds in Sweden.

Discretionary management
Assets under discretionary management were SEK 148bn (132),

of which 27% were exposed to equity markets and the rest to

fixed income markets. SEK 15bn (12) were invested in Handels-

banken’s mutual funds. New sales added SEK 3.8bn to the

managed volume.

Asset management outside the Nordic countries and
Great Britain
Outside the Nordic countries and Great Britain, Asset Man-

agement is conducted in the Bank’s subsidiary in Luxem-

bourg, which has a branch in Zurich. Assets managed were

SEK 8bn (6).

Institutional custody services

In the industry’s major quality survey performed by Global

Custodian magazine, the units in Finland and Sweden were

top-rated.

While the number of transactions increased by 17%, the

value of the custody accounts was lower than the previous

year. This resulted in overall income being lower than the

previous year.
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Handelsbanken Pension and Insurance

The Handelsbanken Pension and Insurance business area comprises Handelsbanken Liv and SPP. Together these com-

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

sions, and asset protection schemes for companies, organisations and private individuals. The companies sell their serv-

ices via Handelsbanken’s branch offices, direct sales and independent brokers. The traditional life insurance operations

of Handelsbanken Liv are demutualised and the company conducts its unit-linked operations and insurance with guar-

anteed return within the same company. The insurance operations in SPP are run on mutual principles and are thus not

included in the Handelsbanken Group’s consolidated accounts.

Profit and loss account

The profit and loss account refers to Handelsbanken Liv only

Jan-Dec Jan-Dec Change Q 4 Q 3 Change

SEK m 2003 2002 % 2003 2003 %

Net interest income 31 -16 5 9 -44

Commission, net 334 351 -5 89 84 6

Net result on financial operations 140 -51 96 -19

Other income -171 -24 -225 37

Total income 334 260 28 -35 111

Total expenses -414 -435 -5 -106 -102 4

Profit/loss before loan losses -80 -175 54 -141 9

Loan losses incl. change in value

   of repossessed property

Operating profit/loss -80 -175 54 -141 9

Return on equity, % 3.5

Average number of employees 192 233 -18 179 181 -1

Handelsbanken Liv
Handelsbanken Liv’s result was SEK -80m (-175). In November

2003, Handelsbanken Liv decided for the time being not to

lower pensions being disbursed. An allocation of SEK 229m was

made, which is equivalent to the estimated cost of keeping

pensions unchanged for the next five years. Excluding this

allocation, profits were SEK 149m.

The company’s results consist of four parts: administration

result, risk result, financial result and the result generated

through the company investing its equity. All these components

increased in 2003.

Total return on insurance with guaranteed interest was

6.27% (-7.38). Since the return exceeded the guaranteed rate,

the company received 10% of the return which corresponded to

SEK 115m. In the previous year, the company had to contribute

SEK 113m.

Premiums written were SEK 4.9bn (5.2). There was in-

creased interest in the company’s products with guaranteed

return and premiums written increased by 10%. Assets man-

aged were SEK 37bn (31), of which policies with a guaranteed

rate represented SEK 21bn (18).

The allocation of SEK 229m reduced, via the profit and loss

account, the company’s equity by the same amount. In order

not to affect the company’s solvency ratio, Handelsbanken Liv

issued a subordinated loan to Handelsbanken for SEK 229m.

The available solvency margin, which comprises equity and

subordinated loans, was SEK 1 591m and the required solvency

margin was SEK 1 192m. The solvency ratio was thus 1.33.

Handelsbanken Liv’s target solvency ratio is 1.3.

Handelsbanken Liv, investment assets

31 Dec 30 Jun 31 Dec

Exposure % 2003 2003 2002

Equities 22 16 18

Fixed income assets 69 74 72

Property 7 7 7

Other 2 3 3

Total 100 100 100

SPP
SPP Livförsäkring AB is  a wholly-owned subsidiary of Handels-

banken. SPP is a mutual life insurance company, which implies

that its results do not have an impact on the Handelsbanken

Group’s results.

SPP’s profits for 2003 were SEK 1 608m (-9 129).

The improved result is mainly due to investment income in the

traditional life insurance operations being positive and slowly

increasing during the last three quarters of the year. Investment

income was 5.3%, which was an increase of two percentage

points in the fourth quarter. The proportion of equities was

increased cautiously during the fourth quarter at the same time

as the average duration of the fixed income portfolio was short.
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Operating expenses in the insurance operations decreased

by 19% to SEK 1 160m (1 425). Premiums written fell by 23%

and were SEK 9.2bn (11.9), of which SEK 6.0bn (8.8) repre-

sented traditional insurance. The decline was mainly due to

lower sales of early retirement pensions and the fact that premi-

ums for non-compulsory ITP and similar plans decreased. Pre-

miums written for unit-linked insurance were SEK 3.2bn (3.1).

New policies, measured in annual premiums, amounted to

SEK 3.0bn (5.6), a decrease of 46%, which was mainly due to a

halving of sales via external brokers. Assets under management

were SEK 87.0bn (80.2). Traditional insurance represented SEK

75.2bn (72.8) and unit-linked insurance SEK 11.8bn (7.4).

SPP’s available solvency margin, mainly comprising share

capital, subordinated loans and the solvency reserve, was

SEK 3 827m and thus exceeded the required solvency margin

by SEK 2 991m. The solvency ratio increased from 1.13 to

1.28 during the year.

SPP’s collective consolidation i.e. the market value of the

company’s assets in relation to guaranteed and non-guaranteed

commitments, improved during the fourth quarter and was

100% (97), an increase of one percentage point during the

fourth quarter.

SPP Liv, investment assets

31 Dec 30 Jun 31 Dec

Exposure % 2003 2003 2002

Equities 15 8 9

Fixed income assets 81 88 87

Property 0 - -

Other 4 4 4

Total 100 100 100
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Profit and loss account – Svenska Handelsbanken Group
In accordance with Finansinspektionen’s directives

Jan-Dec Jan-Dec Change Q 4 Q 3 Change

SEK m 2003 2002 % 2003 2003 %

Interest income 47,675 52,930 -10 12,199 10,696 14

Interest expense -29,492 -35,924 -18 -7,956 -6,238 28

Net interest income 18,183 17,006 7 4,243 4,458 -5

Dividends received 491 392 25 43 12 258

Commission income 5,800 5,767 1 1,590 1,477 8

Commission expense -1,093 -1,180 -7 -294 -295 0

Commission, net Note 1 4,707 4,587 3 1,296 1,182 10

Net result on financial operations Note 2 -1,827 -938 -95 -167 -338 51

Other operating income 243 320 -24 40 70 -43

Total income 21,797 21,367 2 5,455 5,384 1

General administrative expenses

 - Staff costs -6,054 -6,203 -2 -1,513 -1,494 1

 - Other expenses    Note 3 -2,855 -3,267 -13 -756 -676 12

Depreciation and write-downs in value of

   tangible and intangible fixed assets -807 -866 -7 -168 -212 -21

Total expenses -9,716 -10,336 -6 -2,437 -2,382 2

Profit before loan losses 12,081 11,031 10 3,018 3,002 1

Net loan losses Note 4 -507 -396 28 -195 -204 -4

Change in value of repossessed property 15 4 275 0 9 -100

Write-downs of financial fixed assets - -199 - -

Reversed write-downs of financial

fixed assets 199 - 199 -

Participations in result of associated companies 29 20 45 17 4 325

Result of banking operations 11,817 10,460 13 3,039 2,811 8

Result of insurance operations Note 5 -267 -270 1 -215 -22

Operating profit 11,550 10,190 13 2,824 2,789 1

Pension settlement -89 -80 11 -7 -35 -80

Taxes -3,345 -2,817 19 -843 -803 5

Minority interests - -11 -100 - -

Profit for the period 8,116 7,282 11 1,974 1,951 1

Net earnings per share, SEK 11.70 10.50 2.84 2.82

Notes to profit and loss account in accordance with Finansinspektionen’s directives

Note 1    Commission, net

Jan-Dec Jan-Dec Change Q 4 Q 3 Change

SEK m 2003 2002 % 2003 2003 %

Payments 1,532 1,429 7 404 410 -1

Lending 905 822 10 240 218 10

Deposits 79 89 -11 27 14 93

Guarantees 361 338 7 80 97 -18

Securities 1,719 1,813 -5 473 454 4

Other 1,204 1,276 -6 366 284 29

Commission income 5,800 5,767 1 1,590 1,477 8

Commission expense -1,093 -1,180 -7 -294 -295 0

Commission, net 4,707 4,587 3 1,296 1,182 10
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Notes to profit and loss account in accordance with Finansinspektionen’s directives (cont.)

Note 2    Net result on financial operations

Jan-Dec Jan-Dec Change Q 4 Q 3 Change

SEK m 2003 2002 % 2003 2003 %

Shares and participations -176 -204 14 101 -114

Interest-bearing securities 677 885 -24 385 313 23

Realised profit 501 681 -26 486 199 144

Shares and participations 34 482 -93 -89 138

Interest-bearing securities 831 659 26 -160 -450 64

Unrealised changes in value 865 1,141 -24 -249 -312 20

Changes in exchange rates -3,193 -2,760 -16 -404 -225 -80

Net result on financial operations -1,827 -938 -95 -167 -338 51

Note 3   Other administrative expenses

Jan-Dec Jan-Dec Change Q 4 Q 3 Change

SEK m 2003 2002 % 2003 2003 %

Property and premises -867 -820 6 -206 -216 -5

External IT costs -553 -731 -24 -160 -128 25

Communication -392 -416 -6 -99 -89 11

Travel  and marketing -252 -331 -24 -72 -49 47

Purchased services -383 -500 -23 -101 -96 5

Supplies -181 -196 -8 -52 -42 24

Other expenses -227 -273 -17 -66 -56 18

Other administrative expenses -2,855 -3,267 -13 -756 -676 12
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Notes to profit and loss account in accordance with Finansinspektionen’s directives (cont.)

Note 4  Loan losses

Jan-Dec Jan-Dec Change Q 4 Q 3 Change

SEK m 2003 2002 % 2003 2003 %

A.  Specific provision for individually assessed loan receivables:

The period's write-off for actual loan losses -1,269 -659 93 -729 -145 403

Writeback of previous provisions for probable loan losses

   reported as actual losses in the period's accounts 1,097 502 119 677 117 479

The period's provision for probable loan losses -1,278 -1,154 11 -580 -323 80

Paid in from actual losses in previous years 454 440 3 135 101 34

Writeback of provisions for probable loan losses

   which are no longer necessary 505 485 4 128 96 33

General provision for probable but non-identified loan losses - - 180 -50

Net expense for the year for individually assessed

   loan receivables -491 -386 27 -189 -204 -7

B.    Provision by group for individually assessed loan receivables:

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

C.  Collectively assessed homogenous groups of loan receivables

      with limited value and similar credit risk:

The period's write-off for actual loan losses -49 -38 29 -15 -11 36

Paid in from actual losses in previous years 26 28 -7 7 6 17

Allocation to/dissolution of provision for loan losses 7 0 100 2 5 -60

Net expense for the year for collectively assessed 

   homogenous loan receivables -16 -10 60 -6 0 100

D.  Transfer risk:

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

Net expense for the year for loan losses (A+B+C+D) -507 -396 28 -195 -204 -4

According to Finansinspektionen’s accounting directives, receivables which individually have been assessed as being posted at the correct value must 

also be assessed as to whether there may be a requirement for making a provision for probable loan losses for these receivables valued as a group. Over 

and above the risk assessment of individual loan receivables made quarterly by all units with customer and credit responsibility in the Handelsbanken 

Group, no such requirement for provision for the receivables as a group has been identified. 
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Notes to profit and loss account in accordance with Finansinspektionen’s directives (cont.)

Note 5   Result of insurance operations

Jan-Dec Jan-Dec Change Q 4 Q 3 Change

SEK m 2003 2002 % 2003 2003 %

Net interest income 17 -63 4 7 -43

Dividends received 3 7 -57 0 0

Commission, net 336 352 -5 89 85 5

Net result on financial operations 149 -97 102 -19

Other operating income -198 78 -235 37

Total income 307 277 11 -40 110

Staff costs -140 -162 -14 -34 -34 0

Other expenses -276 -230 20 -101 -57 77

Depreciation and write-down in value of tangible and

   intangible fixed assets -155 -155 0 -39 -39 0

Total expenses -571 -547 4 -174 -130 34

Participation in result of associated company -3 - -1 -2 50

Result of insurance operations -267 -270 1 -215 -22

Result of insurance operations in accordance with the Swedish Annual Accounts Act for Insurance Companies

Jan-Dec Jan-Dec

SEK m 2003 2002

Technical account - insurance operations

Premiums written 4,934 5,259

Investment income transferred from financial operations 1 1

Investment income 1,468 1,526

Unrealised gains on investments 554 232

Change in value of investment assets for which the policyholder

  bears the investment risk 1,801 -

Other technical income - 102

Insurance claims -3,214 -3,120

Change in insurance provisions -4,461 5,035

Operating expenses -297 -343

Investment charges -239 -1,608

Unrealised losses on investments -340 -1,210

Change in value of investments where the 

   policyholder bears the investment risk 0 -5,564

Participation in result of associated company -3 -

Other technical expenses -203 -156

Investment income transferred to financial operations -6 37

Result on technical account - insurance operations -5 191

Non-technical account

Investment income 93 70

Unrealised gains on investments 11 12

Investment income transferred from insurance operations 6 -37

Investment charges -54 -102

Unrealised losses on investments -18 -41

Investment income transferred to the technical account -1 -1

Yield tax -299 -362

Profit/loss before company taxes -267 -270

Taxes 35 52

Profit/loss for the year -232 -218
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Balance sheet – Svenska Handelsbanken Group

31 Dec 30 Sep 30 Jun 31 Dec

SEK m 2003 2003 2003 2002

Lending to the general public Note 1 823,142 827,324 830,982 839,340

Lending to credit institutions 115,273 122,267 110,993 79,517

Interest-bearing securities

     - Financial fixed assets 7,675 7,609 7,676 7,136

     - Financial current assets 119,634 128,697 132,098 130,191

Other assets 194,730 230,242 213,005 221,330

Total assets 1,260,454 1,316,139 1,294,754 1,277,514

Deposits and funding from the general public 303,326 276,585 292,875 292,838

Liabilities to credit institutions 202,689 267,702 252,842 235,113

Issued securities etc 458,701 452,912 448,577 464,402

Subordinated liabilities 26,732 26,934 27,812 26,801

Other liabilities 212,171 237,195 219,675 206,168

Shareholders' equity Note 2 56,835 54,811 52,973 52,192

Total liabilities and shareholders' equity 1,260,454 1,316,139 1,294,754 1,277,514

Notes to the balance sheet

Note 1   Lending to the general public

31 Dec 30 Sep 30 Jun 31 Dec

SEK m 2003 2003 2003 2002

SEK lending

     - to households 293,865 289,446 286,541 280,695

     - to companies etc  * 336,463 346,253 349,241 345,248

630,328 635,699 635,782 625,943

Foreign currency lending

     - to households 47,345 44,391 42,582 43,798

     - to companies etc * 148,118 150,273 155,535 172,693

195,463 194,664 198,117 216,491

Provision for probable loan losses -2,649 -3,039 -2,917 -3,094

Total lending to the general public 823,142 827,324 830,982 839,340

* of which National Debt Office 70 755 1,831 6,733

Lending to the general public by sector

Lending before Provisions for Lending after 

deduction probable deduction 

SEK m of provisions loan losses of provisions

Swedish counterparties

Private individuals 296,214 -362 295,852

- Of which mortgage loans 247,822 -82 247,740

Property management 261,161 -426 260,735

- Of which mortgage loans 138,773 -289 138,484

Construction 9,679 -50 9,629

Trade, hotels and restaurants 23,999 -345 23,654

Manufacturing 28,739 -403 28,336

Transport, communication 8,244 -85 8,159

Municipalities 5,679 - 5,679

Other 19,407 -177 19,230

Total Swedish counterparties 653,122 -1,848 651,274

Foreign counterparties 172,669 -801 171,868

Total lending to the general public 825,791 -2,649 823,142
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Balance sheet notes (cont.)

Note 2   Change in shareholders' equity

Jan-Dec Jan-Sep Jan-Jun Full year

SEK m 2003 2003 2003 2002

Opening shareholders' equity 52,192 52,192 52,192 48,112

Dividend -3,294 -3,294 -3,294 -3,120

Change of foreign currency component -179 -229 -116 -82

Profit for the period 8,116 6,142 4,191 7,282

Closing shareholders' equity 56,835 54,811 52,973 52,192

Other information
The accounting follows the regulations of the Annual Accounts Act for Credit Institutions and Securities Companies (ÅRKL), the Swedish Financial Ac-

counting Standards Council’s recommendations, and the directives issued by Finansinspektionen (the Swedish Financial Supervisory Authority, FFFS

2002:22). Some minor reclassifications have been made in the balance sheet and the profit and loss account. The comparative figures have been restated.

The same accounting principles are applied in the interim report as were applied in the latest annual report.

Cash flow statement

Jan-Dec Jan-Dec

SEK m 2003 2002

Cash flow on operating activities 3,882 1,949

Cash flow on investing activities -520 794

Cash flow on financing activities -3,363 -5,295

Cash flow for the year -1 -2,552

Liquid funds at beginning of year 8,166 10,614

Cash flow for the year -1 -2,552

Exchange rate difference on liquid funds -525 104

Liquid funds at end of year 7,640 8,166

Capital base and requirement

31 Dec 31 Dec

SEK m 2003 2002

Tier 1 capital 45,846 41,008

Total capital base 64,018 59,429

Risk-weighted volume 641,855 641,106

Capital ratio 10.0% 9.3%

Tier 1 ratio 7.1% 6.4%
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Other information (cont)

Bad debts

31 Dec 30 Sep 30 Jun 31 Dec

SEK m 2003 2003 2003 2002

Bad debts 5,191 5,239 5,404 5,123

Specific provision for individually assessed loan receivables -2,561 -2,979 -2,819 -3,006

Provision for collectively assessed homogenous groups

   of loan receivables with limited value -108 -76 -116 -113

Bad debts, net 2,522 2,184 2,469 2,004

Bad debt reserve ratio 51.4% 58.3% 54.3% 60.9%

Proportion of bad debts 0.28% 0.25% 0.28% 0.23%

Loan loss ratio 0.06% 0.04% 0.02% 0.05%

Non-perfoming loans for which interest is accrued 1,097 1,521 1,872 1,602

Book value of loan receivables restructured during the period, 

   before restructure, 406 107 167 81

Book value of loan receivables restructured during the period, 

   after restructure 404 104 196 67

Bad debts which during the period have been reclassified as

   normal loans 647 448 294 526

Collateral taken over

31 Dec 30 Sep 30 Jun 31 Dec

SEK m 2003 2003 2003 2002

Buildings and land 3 7 9 10

Shares and other participations 178 215 218 82

Other 39 46 38 55

Total collateral taken over 220 268 265 147

Derivatives

SEK m Fair value Book value Fair value Book value Fair value Book value

Positive values 55,006 51,041 48,645 48,581 3,913 3,903

Negative values 57,196 52,201 63,182 61,349 4,722 4,722

Interest rate-related Currency-related Equity-related

The above table is compiled in accordance with the Finansinspektionen’s regulations and includes all derivative instruments in the Group. For derivative

instruments which are part of trading operations, the book value was the same as the market value. The differences between market value and book value

reported in the table correspond to the reversed differences between market value and book value in those parts of the Group’s operations which are

subject to hedge accounting.
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Value-at-Risk
During the period 1 January - 31 December, Handelsbanken Markets’

exposure to interest rate and exchange rate risk, measured as Value-at

Risk (VaR), was on average SEK 37m. During the period, this risk varied

between SEK 19m and SEK 81m. During the same period, Handels-

banken Markets’ exposure to equity price risks, measured as VaR, was

on average SEK 6m. This risk varied between SEK 1m and SEK 11m.

Contingent assets and contingent liabilities
The Handelsbanken Group is currently conducting a number of legal

disputes in various tax courts. The total amounts in dispute are approxi-

mately SEK 386m, excluding interest, which in the case of a positive

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

Together with several other parties, Handelsbanken has brought a suit

against Stockholmsbörsen (Stockholm Stock Exchange), demanding

repayment of value-added tax. Handelsbanken’s claim is for approxi-

mately SEK 20m excluding interest.

Total contingent liabilities are SEK 71 311m, which is a decrease of

7 647m compared with the previous year. The Group is currently

pursuing a number of lawsuits in general courts of law where the

largest individual amount in dispute is SEK 75m. The total amounts in

dispute are SEK 211m. The Bank’s assessment is that the lawsuits will

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

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

expected value is included in contingent liabilities.

In addition, Ejendomsselskapet af 1. januar 2002 A/S (formerly Midtbank)

is the subject of criminal proceedings in Denmark. The trial concerns

charges that Ejendomsselskapet was in breach of regulations for insider

trading according to Danish law on equity trading when Handelsbanken

placed a bid for the former Midtbank. Ejendomsselskapet would thus be

bound to pay a confiscation amount of some DKK 69m.  Handelsbanken

is not a party to the trial, but since Ejendomsselskapet is now part of

Handelsbanken, it is affected by the outcome. In mid-April 2003, Ejen-

domsselskapet was found guilty by Byretten in Herning of breaking the

law on insider trading and was ordered to pay approximately DKK 55m.

The court ruling has been appealed and Handelsbanken’s assessment is

that there is good reason to believe that the appeal court will rule in

Ejendomsselskapet’s favour, and thus no provision has been made.

New method of reporting benefits to employees
In 2004, the Swedish Financial Accounting Standards Council’s recom-

mendation 29 (IAS19) comes into effect. This entails changes in how and

when various types of benefits to employees are reported. The net effects

of this change on the Group’s full-year results, based on the situation at

the year-end, are estimated at almost SEK 0m for 2004 before tax. This

estimate is based on the following assumptions:

- Rate of salary increase 3.6%

- Increase in income base amount 3%

- Inflation rate 2%

- The liability will be discounted at a discount rate of 5%

- Long-term anticipated yield on the assets which are kept separate for

covering pension commitments will be 7%.

The portfolio which is kept separate contains around 20% of interest-

bearing securities and around 80% of shares or other equity-related instru-

ments. The Group’s balance sheet is affected since any surplus values

attributable to benefit-related pension plans at the start of 2004, are added

to the Group’s assets and equity. The net increase in equity is expected to

be just over SEK 2bn, after a deduction for deferred tax liability.

Changeover to IFRS standards
Starting in 2005, the EU requires that listed companies in Europe adapt

their consolidated accounts to the IASB’s accounting standards (IFRS or

IAS). However, an accounting standard issued by the IASB will not be

valid until the EU has approved it for application within the EU. Harmoni-

sation will be made with recommendations applying within the EU on 1

January 2005. The recommendations currently adopted by the EU entail

no major changes in the accounting principles which apply at present and

are therefore not expected to have a material impact on shareholders’

equity. In the first quarter of 2004, however, the IASB will decide on

changes to the standards concerning reporting of consolidated accounts,

to take effect on 1 January 2005. The proposed changes are not ex-

pected to have any material impact on the Group’s equity. One proposed

change, however, is that goodwill will no longer be amortised. Instead the

need for a write-down must be regularly examined. If this new rule had

already applied, it would have increased the Group’s operating profits by

SEK 429m through not amortising goodwill in 2003. There may also be

other effects on operating profits, and also on shareholders’ equity.

The EU has not yet adopted IAS 32 and IAS 39, which refer to disclosure

and valuation rules for financial assets and liabilities. A new version of IAS

39 will be published during the first quarter of 2004. Any changes mainly

refer to the rules for hedge accounting. It is not clear what the changes

will be and the consequences of changing to IAS 39 can therefore not be

exactly assessed. Thus it is impossible to quantify the effects on equity

and results. In view of the possible changes to IAS 39 which are currently

known, our assessment is that the recommendations will not lead to any

material impact on the reported profits and position, if and when the

standard is implemented.

The Handelsbanken Group’s project for adapting the accounts to the

IFRS standards is proceeding according to plan. Preparations for har-

monisation of the accounting principles to IAS 39 have been completed

as far as possible. Before the final adaptations of systems and routines

can be completed, a final version of IAS 39 must have been ratified and

adopted by the EU.
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Handelsbanken’s shares
The Swedish equity market recovered during the three last quarters of 2003. As at 31 December, the Affärsvärlden General Index was

30% higher. The Affärsvärlden Bank and Insurance Index increased by 35% in 2003. Handelsbanken’s Class A shares rose by 27%.

As at 31 December 2003, the total market capitalisation of Handelsbanken, after buy-backs of shares, was SEK 102bn.

Handelsbanken's shares

31-Dec 31 Dec

2003 2002

Share price ordinary class A, SEK 147.00 116.00

Number of outstanding shares, million 693.4 693.4

Market capitalisation, SEK bn 102 80

Handelsbanken's rating at 31 Dec 2003

Financial

Long-term Short-term strength

Moody’s Aa2 P-1 B+

Standard & Poor’s A+ A-1

Fitch AA- F1+ B

Share price performance until Dec 2003
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SE-106 70 Stockholm, Sweden, Telephone: +46 (0)8-701 10 00, www.handelsbanken.se

The interim report for the first quarter will be published on 26 April 2004.

The Annual General Meeting of Svenska Handelsbanken AB (publ) will take place in Stockholm at 10 a.m. on Tuesday, 27 April 2004.

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


