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PRESENTATION OF INFORMATION

In this Annual Report, unless otherwise indicated, all financial information presented has been prepared in
accordance with Swedish GAAP. In addition, net income (loss) for the years ended December 31, 1999, 2000 and
2001, and shareholders’ equity as of December 31, 1999, 2000 and 2001 have been reconciled with U.S. GAAP.

Effective January 1, 2002, Swedish GAAP requires that companies that are effectively controlled be
consolidated. Asaresult, we have restated our consolidated financial statements as of and for each of the five years
ended December 31, 1997, 1998, 1999, 2000 and 2001 to consolidate certain finance companies in which we have
minority holdings which were previously accounted for under the equity method. Consequently, the audited
consolidated financia statements included herein for the year ended December 31, 2001 differ from those historical
financial statements included in our filing on Form 6-K dated April 22, 2002. For additional information regarding
the impact from these Swedish GAAP changes on our financial statements, see our financial statements, beginning
on page F-1.

Both amounts stated in Swedish krona (SEK) and derived from U.S. dollars (USD) and amounts stated in
USD and derived from SEK, unless otherwise indicated, have been converted at a fixed rate, solely for convenience.
These conversions should not be construed as a representation by us that the SEK amounts actually represent such
USD amounts, or vice versa, or that a conversion could be made at the rate indicated, or any other rate, or at all.
Unless otherwiseindicated, USD and SEK amounts have been converted at the rate of USD 1.00 per SEK 10.3630,
the noon buying rate as announced by the Federal Reserve Bank of New York on March 29, 2002. We present our
financial statementsin SEK.

Certain amounts and percentages have been rounded and accordingly may not total.

We obtained some of the information presented in this Annual Report regarding market share and industry
information relating to our business from market research reports, analyst reports and other publicly available
information. Although we believe that this information is reliable, we cannot guarantee the accuracy or
compl eteness of the information and we have not independently verified it.

Reference in this Annual Report to the “Company”, “Ericsson”, “we”, “our” or “us’ mean
Telefonaktiebolaget LM Ericsson (publ) and its consolidated subsidiaries.

FORWARD-LOOKING STATEMENTS

This Annual Report includes “forward-looking information” within the meaning of Section 27A of the

United States Securities Act of 1933, as amended, and Section 21E of the United States Securities Exchange Act of
1934, as amended, and includes assumptions about future market conditions, operations and results.

(TS ” TS LTS "o

The words “believe”, “expect”, “anticipate”, “intend”, “may”, “plan” and similar expressions are intended
to identify these statements. Forward-looking statements appear in a number of placesincluding, without limitation,

“Item 3D: Key Information¥s Risk Factors’, “Item 4: Information on the Company” and “Item 5: Operating and
Financial Review and Prospects’, and include statements regarding:

strategies, outlook and growth prospects;

future plans and potential for future growth;

liquidity, capital resources and capital expenditure, and our credit ratings,
growth in demand for our systems and services,

our joint venture activities;

economic outlook and industry trends;

developments of our markets;

the impact of regulatory initiatives;



research and devel opment expenditure;

the strength of our competitors;

plansto launch new products, systems and services; and
expected cost savings from our various cost reduction measures.

Although we believe that the expectations reflected in these and other forward-looking statements are
reasonable, we can give no assurance that these expectations will prove to be correct. Because these statements
involve risks and uncertainties, results could differ materially from those set out in the forward-looking statements
asaresult of:

conditions in the telecommunications industry and general economic conditions in the markets in
which we operate, and our ability to adapt to rapid changes in market conditions;

political, economic and regulatory developments in the markets in which we operate, including

alegations of health risks from electromagnetic fields and increasing cost of licenses to use radio
frequencies;

management’s ability to develop and execute a successful strategy, including partnerships,
acquisitions, divestitures and ability to manage growth and decline and to execute cost-reduction
efforts;

financial risks, including foreign exchange rate changes, interest rate changes, credit risksin relation to
counterparties and risks of confiscation of assetsin foreign countries and risks of insufficient liquidity
to execute payments;

the impact of changes in product demand, pricing and competition, including erosion of sales prices,

increased competition from existing or new competitors or new technology and the risk that new
systems and services may fail to be accepted at the rates or levels we anticipate;

our customer structure, where the number of customers may be reduced due to consolidation in the
industry, and the remaining customers will become larger, and the negative business consequences of a
loss of, or significant decline in, our business with such a customer;

the impact of a downgrading of our credit rating;

cost overruns on significant long-term contracts with price reduction mechanisms and extended
payment terms;

defaults by our customers under significant customer financing arrangements;

product development risks, including our ability to adopt new technologies, and to develop
commercially viable systems and services, our ability to acquire licenses to necessary technology, our
ability to protect our intellectual property rights through patents and trademarks and to defend them
against infringement, and results of patent litigation;

supply constraints, including component or production capacity shortages, suppliers’ abilities to
deliver products on time with good quality, and risks related to concentration of purchases from a
single vendor or proprietary or outsourced production in asinglefacility; and

our ability to recruit and retain highly qualified management and other employees.

Certain of these factors are discussed in more detail elsewhere in this Annual Report, including under
“Item 3D: Key Information - Risk Factors’, “ltem 4: Information on the Company” and “Item 5: Operating and
Financial Review and Prospects’. We undertake no obligation to publicly update or revise any forward-looking
statements, whether as aresult of new information, future events or otherwise.
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ITEM 1: IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS

Not applicable.
ITEM 2: OFFER STATISTICS AND EXPECTED TIMETABLE

Not applicable.
ITEM 3. KEY INFORMATION

Item 3A: Selected Financial Data

The following table sets forth selected consolidated financial data for each of the years in the five-year
period ended December 31, 2001. The selected consolidated financial data for the five-year period ended
December 31, 2001 are derived from our audited consolidated financial statements. We have restated our
consolidated financial statements as of and for each of the five years in the period ended December 31, 2001, as
discussed in the notes to our financial statements included herein. Our consolidated financial statements have been
prepared under Swvedish GAAP. For a reconciliation to U.S. GAAP of net income (loss) and consolidated
shareholders' equity, and a discussion of the significant differences between U.S. GAAP and Swedish GAAP
affecting our consolidated financial statements, see Note 24 to our consolidated financial statements. The following
data should be read in conjunction with “Item 5: Operating and Financial Review and Prospects” and our
consolidated financial statements and other financial information included elsewhere in this Annual Report. All per
share data has been adjusted for our 1:1 bonusissuein 1998 and our 4:1 stock split in 2000.

Asof and for the
Year Ended December 31,

1997 1998 1999 2000 2001
(SEK millions, unless otherwise stated)

Swedish GAAP
Consolidated I ncome Statement
NEE SAIES ..ttt 167,740 184,438 215,403 273,569 231,839
Operating income (10s9)....... 18,610 19,16 17,469 30,828 (27,380)
Income (loss) before taxes... 17,218 18,21 16,386 28,692 (30,309)
NEEINCOME (I0SS) ..o 11,941 1304 12,130 21,018 (21,264)
Earnings (loss) per share, after cumulative effect of accounting 154 i 1.55 2.67 (2.69)
change basic® (SEK per share) .........ccceveveveeeeeveeeeeeeeeeenans
Earnings (loss) per share, after cumulative effect of accounting 1.52 i 154 2.65 (2.69)
change dilutec® (SEK per Share)..........ocovvveveveeeeeeeereeneiennns
Cash dividends per share:
N SEK s 0.44 ( 0.50 0.50 0
1O S B USSR 0.06 ( 0.06 0.05 0
Consolidated Balance Sheet
Working Capital'™ ...........cccoeoviiiieieiieeeeee e 52,701 534 70,426 97,261 104,998
Tangibleassats, NEL ......cceveieieiie e 19,444 22,7¢ 24974 23,104 16,641
TOtAl BSSELS ...ttt 152,497 172,65¢ 211,412 263,282 257,521
Interest-bearing debt ..........cooviiiiiiiii e 26,697 31,63 52,901 59,427 89,879
NEL BSSELE™ ..o 57,117 65,2¢ 71,492 94,587 72,240
MiINOrity INTEIESE ..o 4,493 21 2,316 2,901 3,653
StoCKNOIErS EQUILY .....veeieiieeiiee et 52,624 63,1 69,176 91,686 68,587
Stockholders' equity (SEK per share)..........coocveeveeeenieenieeineen, 6.8 8.8 11.6 85
Number of shares outstanding (millions of shares)...................... 7,795.9 7,805.4 7,828.6 7,910.3 8,065.5
Average number of shares outstanding (millions of shares) .......... 7,755.0 7,800.9 7,817.2 7,869.5 7,908.7
Average number of shares after full conversion and exercise of 78976 70875 79875 8,004.4 70878

stock options (Millions of Shares) ........ccceevieeiniieniieeeeee




Asof and for the
Year Ended December 31,

1997 1998 1999 2000 2001
(SEK millions, unless otherwise stated)
U.S.GAAP
NEL SAIES ...ttt 167,740 184,438 215,403 273,569 231,839
Operating iNCOME (I0S9) .....ccvevveriiriiririnieieee e 19,798 22,672 21,903 35,350 (32,833
NEL INCOME (I0SS) ...ttt 12,848 15,539 15,239 23,393 (24,403)
Earnings (loss) per share, basic” (SEK per share). 1.66 1.99 1.95 2.97 (3.09)
Earnings (loss) per share, dilutec® (SEK per share) 1.63 1.97 1.92 2.94 (3.09)
. 160,810 184,298 235,950 291,013 278,146
Stockholders EQUILY.......cocueeeiiie e 57,364 70,318 85,616 109,217 77,801
Capital SLOCK......eeeeieeieiiie et 2,436 4,878 4,893 7,910 8,066
Average number of shares outstanding (millions of shares):
BaSICY .o 7,755.0 7,800.9 7,817.2 7,869.4 7,908.7
DIULEE™ ... 7,897.6 7,987.5 7,987.5 7,999.5 7,908.7
Effective October 1, 2001, Sony Ericsson Mobile Communications assumed substantially all of the operations of the Phones segment. As of this date, 50
percent of the results of the Sony Ericsson joint venture are reported under “Earnings of joint venture and associated companies’ pursuant to equity
accounting principles. Retained Phones operations are reported under “ Other operations”.
The following additional financial information is presented, pursuant to Swedish GAAP, as a means of reporting comparable financial data for sales, cost of
sales and operating expenses for the years 2000 and 2001, as if the results of the transferred operations had been accounted for under the equity method for
the period January 1, 2000 to September 30, 2001. Net income and stockholders’ equity are not affected.
Year ended December 31,
2000 2001
Actual Adjusted Actual Adjusted
(SEK millions)
Net sales....... 273,569 221,586 231,839 210,837
Cost of sales..... (180,392) (120,617) (173,900) (142,981)
OPEXatNG EXPENSES ......oeveeeeeeee e (90,429) (73516) (93,002) (85,074)
Other Operating reVENUES...........veeiieeiieeiiee e eiee e 27,983 27,463 8,398 8,400
Share in earnings of joint ventures and associated companies...... 97 (24,088) (715) (18,562)
Operating iNCOME (I0SS) .....cvveiveiriieriee it 30,828 30,828 (27,380) (27,380)

Earnings per share, basic, are based upon average number of shares outstanding.

Diluted earnings (loss) per share are cal culated by dividing adjusted net income (loss) by the sum of the average number of shares outstanding plus all additional
shares that would have been outstanding if all convertible debentures were converted and stock options were exercised. Shares issuable upon conversion of
convertible debentures or exercise of options are treated asdilutive only when their conversion to ordinary shares would decrease earnings per share. 1n 2001,
diluted weighted average shares outstanding excludes the incremental effect of all options and all convertible debentures of 76.8 million shares, as the impact

would be anti-dilutive.

Cash dividends per share are those declared out of earnings for the year as recommended by our board of directors and approved by the annual general meeting
of shareholders held in March or April of the following year. The cash dividends per share have been converted to U.S. dollars at the rates on the respective

payment dates of each year.

Working capital i s defined as current assets, less current non-interest-bearing provisions and liabilities. Our definition of working capital differsfrom U.S. GAAP
in that it does not include current maturities of interest-bearing liabilities. An application of the U.S. GAAP definition of working capital would give the

following amounts: SEK 73.5 billionin 2001, SEK 76.7 billionin 2000, SEK 56.8 billionin 1999, SEK 45.5 billion in 1998 and SEK 46.1 billionin 1997.

Net assetsis defined as total assets |ess provisions and liabilities.



Exchange Rates

The following tables provide information with respect to the exchange rate for Swedish kronor per
U.S. $1.00, based on the noon buying rate for cable transfersin Swedish kronor as certified for customs purposes by
the Federal Reserve Bank of New York. On July 5, 2002, the noon buying rate for Swedish kronor was U.S.$1.00 =
SEK 9.3750. The average is computed using the noon buying rate on the last business day of each month during the
period indicated.

Year ended December 31, Average
7.6843
7.9658
8.3007
9.2251
10.4328
10.1228
High Low
10.7290 10.2690
10.6800 10.4360
10.5000 10.1975
10.3685 10.2220
10.2950 9.7210
9.7560 9.2070

We describe the effects of exchange rate fluctuations on our business below under “Item 11A: Qualitative
and Quantitative Disclosures about Market Risk”.

Item 3B: Capitalization and Indebtedness
Not applicable.

Item 3C: Reason for the Offer and Use of Proceeds
Not applicable.

Item 3D: Risk Factors

You should carefully consider all of the information in this Annual Report and, in particular, the risks outlined
below.

An extended downturn in the telecommunications industry will continue to negatively impact our business and
results of operations.

We operate globally in the telecommunications markets and are subject to conditions particular to the
markets for telecommunications infrastructure, equipment and services. 2001 was a challenging year for the
telecommunicationsindustry. We reported a SEK 21.3 billion net loss in 2001. The beginning of 2002 has shown
no signs of improvement and the near term market outlook remains uncertain. The rate a which the
telecommunications industry improves is critical to our ability to improve our overall financial condition and to
achieve our financial goa of returning to profit at some point in 2003. Currently, the timing and strength of
recovery of the markets in which we operate is highly unpredictable. If the telecommunications markets continue to
show slow or negative growth, our business will continue to be negatively impacted.

We are subject to the impact of the current global slowdown and economic recession, the length of which is still
uncertain.

Our business has been negatively impacted by the global slowdown and economic recession that began in
the latter part of 2000. Current conditions in many of the large economies in which we operate and the global
economy remain extremely uncertain. Asaresult, it is difficult to estimate the level of growth for the economy as a
whole upon which certain of our business assumptions are based. It is even more difficult to estimate growth in
various parts of these economies, including the markets in which we operate. The future direction of the overall
local and global economies, including the success of ongoing changes in fiscal, monetary and regulatory policies
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worldwide, which will influence the length and severity of the current recession, will have a significant impact on
our overall performance.

Many of our customers have reduced and are continuing to reduce capital expenditure and, as a result, demand
for our systems and network roll-out services have declined and may continue to decline.

Many of our current and potential customers are network operators with high levels of indebtedness and, in
some cases, emerging or weak revenue streams. Adverse economic conditions, network over-capacity due to excess
build-out, lack of funding for telecom development and overspending on license fees have forced network operators
to undertake extensive restructuring and cost-cutting initiatives. In light of market conditions, many of our
customers have delayed delivery of and payment for orders previously placed and have implemented drastic
reductions in capital expenditure in 2002 as compared to 2001 and even more so in comparison with 2000, and may
continue to further reduce capital expenditure. As aresult, demand for our systems and network roll-out services
has declined. If the demand for our systems and services weakens further or remains weak on account of the
financial condition of our customers, market and industry conditions or otherwise, this is likely to have a material
adverse effect on our business, results of operations and financial condition.

We may experience greater variability in our operating results than in the past and may have increased difficulty
in accurately predicting future operating results.

Our business is subject to a wide variety of factors that impact our quarterly and annual operating results
from period to period. The current worldwide economic slowdown and uncertainties in the telecommunications
market may continue to negatively impact the timing of network capacity build-outs, including the introduction of
new technologies such as 3G. We do not currently expect a near-term return to the sales or operating profit growth
levels that we have achieved in the past. Asaresult, our operating results may fluctuate significantly from period to
period and possibly more than they have historically.

In addition, uncertainties arising from these factors, in particular during difficult economic conditions,
make preparing estimates of our future operating results even more difficult than usual and may lead us to revise our
estimates and/or strategies more frequently than in the past. As aresult, any of these factors could have a material
adverse impact on our operations such that the results of operations for any period will not necessarily be indicative
of results to be expected in future periods.

We may be adversely affected by the significant changes that we expect in the wireless telecommunications

industry. In particular, the 3G technologies, CDMA2000, EDGE and WCDMA, may not become commercially
successful, which could be detrimental to our competitive and financial position.

The wireless telecommunications industry is undergoing significant changes. These include the
continuation of digital upgrades in existing analog wireless systems, evolving industry standards, ongoing
improvements in the capacity and quality of digital technology, the integration of wireless and wireline services,
shorter development cycles for new services, evolution to 3G standards and changes in end-user needs and
preferences. In general, this causes uncertainty over future demand for our systems, products and services and the
pricesthat we will be able to charge for these systems, products and services.

Several wireless service providers have announced that they will soon introduce new 3G wireless services
in the geographical regions in which we operate. We expect that 3G services will combine the attributes of faster
speed, greater data capability, better portability and greater functionality. We have chosen to pursue 3G
technologies vigorously and, as a result, we are the current market leader for WCDMA and EDGE systems.
WCDMA is a 3G technology developed by us and others, which enables wideband digital radio communications.
WCDMA has been selected for the third generation of mobile telephone systemsin Europe, Japan, the United States
and other markets. EDGE and CDMA2000 are technologies developed to increase capacity and enable high-speed
transmission of existing 2G networksto 3G standards.

However, there could be competing technological standards, several options within each standard, vendor-
proprietary variations and rapid technological innovation in connection with 3G roll-outs in various locations around
theworld. Moreover, other technologies, such as wireless local area networks, could provide additional competition
for some services. If any or all of these alternative 3G technologies were to become commercially successful, we
may not be able to shift our technology focus quickly or efficiently enough to successfully compete. Technological
changes can also affect the price we are able to obtain for systems and services. Accordingly, there can be no
assurances that technological changes will not materially adversely affect us.
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We engage in customer financing which exposes us to certain credit and other risks of our customers, including
customers without established revenue streams.

We have provided, and expect to continue to provide, some of our customers with various forms of direct
and indirect financing in connection with large infrastructure projects, including build-outs of 3G networks.

Our customer financing increases our vulnerability to downturns in the economy and the industry in
general, and to adverse changes in our customers' businesses in particular. Customer financing arrangements may
include commitments to finance all or a portion of the purchase price for our systems and services, and in
exceptional cases, working capital. These financings expose us to credit risks which may be significant, in
particular in relation to network operators with limited experience or proven track records, network operators in
emerging markets with volatile economies, such as Latin America and Asia, and network operators which may have
incurred significant indebtedness in connection with their acquisition of 3G licenses. Defaults by these operators
could occur for reasons beyond our control and could result in the restructuring of these financing arrangements or
credit losses. The amounts of these financings, and the associated impact on our results and working capital, may be
significant and may be concentrated among a limited number of our customers. Additionally, while we attempt to

take security interests in the projects we finance, the liquidation value of secured assets could be small compared to
the loan amounts.

Deterioration in the credit quality of our customers may further increase our capital needs if we are unable
to refinance customer financings through securitizations or otherwise transfer future funding commitments to
financial institutions and investors on acceptable terms and in the expected timeframes. While we evaluate our
customer credits on a quarterly basis to make appropriate provisions for impaired credits, there can be no assurance
that the provisions we make will be sufficient to reflect any actual impairment of our customer credits.

Failure to successfully implement our cost reduction measures may adversely affect our financial results.

In 2001, we adopted an “Efficiency Program”, intended to reduce our cost base in an effort to minimize the
impact of the slowing economy and uncertainties in the telecommunications markets. This comprehensive cost-
reduction program included plans to discontinue unprofitable product lines, exit unprofitable businesses and
consolidate manufacturing, research and development and administrative operations. While the Efficiency Program
has already generated significant savings, we have not yet realized the full effects of this program and actual results
may vary materially from our estimates. In addition, we have recently announced additional cost savings measures,
intended to decrease our cost base by another approximately SEK 20 billion annually when fully implemented by
the end of 2003. These anticipated cost savings are based on our estimates, which may not materialize. In addition,
our cost reduction measures are based on current conditions and do not take into effect future cost increases that may
result from changesin our industry or operations, including new business devel opments, wage and price increases or
other factors. Our failure to successfully implement these planned cost-reduction measures or the potential that
these efforts may not generate the level of cost saving we expect going forward, could negatively impact our
financial results aswell as our ongoing operations.

Our financial instruments contain rating triggers, financial ratios and other covenants that may affect our access
to and cost of funds.

Our long term debt is currently rated Baa3 by Moody’s and BBB by Standard & Poor’s both with a
negative outlook. In February 2002, Moody’ s lowered our long-term credit rating from Baal to Baa2, in May 2002,
Standard & Poor’'s lowered our long-term credit rating from BBB+ to BBB and in June 2002, Moody’s further
lowered our long-term credit rating from Baa2 to Baa3. Our EUR 400 million credit facility (approximately SEK
3.7 hillion) entered into in October 2001, which we have never drawn upon, was made unavailable by the
downgrade in February 2002. Further downgrades could have an impact on our liquidity position by limiting our
access to additional funding and increasing our funding costs.

Of the SEK 17.0 billion available to us as of March 31, 2002 under our existing long-term credit facilities,
our USD 600 million long-term credit facility has interest rates linked to our credit rating. This long-term credit
facility is currently undrawn. As aresult of recent downgrades, this facility was amended in June 2002 to eliminate
certain financial covenants linked to our credit rating and to include certain other financial covenants. According to
the amended terms, a further downgrade to Bal by Moody’s or BB+ by Standard & Poor’s would increase the cost
of thisundrawn facility by approximately SEK 14 million annually. In addition, the interest rate on an aggregate of
SEK 21.7 billion of notes issued pursuant to our Euro Medium Term Note program, comprising notes of EUR 2
billion and GBP 226 million, is linked to our credit rating. Interest rates on this debt increase or decrease by 0.25
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percent per annum for each decrease or increase in our credit rating below BBB+ or Baal, as announced by

Standard & Poor’sor Moody’s, respectively. The three most recent downgrades have caused an estimated increase
in funding costs of approximately SEK 165 million per annum relating to our outstanding medium term notes.

In addition, a portion of the credit portfolio arrangement entered into in December 2001 with a syndicate of
banks would be affected by a further downgrade. The arrangement consists of two facilities under which SEK 7.9
billion was outstanding as of March 31, 2002. One facility provides for credits of up to SEK 12.3 billion on alimited
recourse basis. As aresult of the most recent downgrade from Baa2 to Baa3 (Moody’s), the syndicate banks have
recourse against us for 30 percent of the total commitment and may, upon a simple majority vote of the member
banks, demand that we maintain this amount in the form of cash collateral. The other facility, for SEK 3.8 hillion, is
fully guaranteed by us. The bank syndicate, at its discretion, has the right to put this guaranteed facility to us, should
the rating fall to Baa3 (Moody’s) or BBB- (Standard & Poor’s). While we have initiated discussions with the
relevant bank syndicates for these arrangements, as a result of the recent downgrade to Baa3 (Moody’s), we are
unaware of any intention to require additional cash collateral or exercise the put option.

Given the current market conditions in the telecommunications industry and the uncertainty of the outlook
for the industry, it is possible that we may suffer additional downgrades. If our credit rating further deteriorates, we
will incur additional interest expense

Furthermore, our ability to comply with rating conditions and financial ratio covenants is dependent on a
number of factors, many of which are beyond our control. If we are unable to comply with rating conditions and
financial ratio covenants, we may need to repay or refinance the related debt and/or other debt which contains cross
default provisions. This may have a materially adverse impact on our financial condition. We cannot assure you
that we would be abl e to refinance our indebtedness or obtain additional funding on favorableterms, or at all.

Our access to funding has decreased and may continue to decrease or become more expensive as a result of our
operational and financial condition and market conditions.

Our commercial paper and other short term debt is currently rated A-3 and P-3 (both with a negative
outlook) as assigned by Standard & Poor’s and Moody’s, respectively. Our current rating and the number of large
commercial paper issuers whose recent credit downgrades have placed them in this market, may restrict our access
to credit and, in particular, may make commercial paper or other short-term borrowings unavailable or of limited
availability to us. For this reason, outstanding commercial paper was reduced from SEK 4.7 billion at the end of
2000 to zero at the end of 2001 and we currently do not intend to access this market in the near future. We cannot
assure you that we will have access to the commercial paper market in the future onfavorable terms, or at all.

Our business has substantial cash requirements and we may require additional sources of funds if our current

sources are unavailable or insufficient to satisfy these requirements, and we cannot assure you that these
additional sources of fundswill be available or available on reasonable terms.

We have substantial cash requirements in connection with our operations, research and development,
capital expenditure, cost reduction measures, customer financing programs and debt service obligations. In addition,
new product development, which is key to the success of our business, is capital intensive. If the cash we generate
from our operations or that we can access under our credit facilities or from other sources is not available when
needed or is insufficient to satisfy our requirements, we may require additional sources of funds, including by way
of possible asset sales. We cannot assure you that any required additional sources of funds would be available or
available on reasonable terms, particularly in light of our existing debt levels and credit ratings, or that we would be
able to dispose of assets to raise cash in atimely manner or for fair value. If we do not generate sufficient amounts
of capital to support our operations, complete our cost reduction measures, continue our research and devel opment
and customer financing programs, service our debt and develop new products or we do not generate sufficient
amounts of capital at the times and on the terms required by us, our business will likely be adversely affected.

Our A shareholders have voting control over the company.

Under our current capital structure, each A share has a thousand times the voting power of each B share.
Accordingly, as of March 28, 2002, our A shareholders held 15.6 percent of our capital stock but 91 percent of our
voting rights. Of our two largest shareholders, Investor AB held 4.7 percent of our capital stock and 38.7 percent of
our voting rightsand AB Industrivarden held 2.3 percent of our capital stock and 28 percent of our voting rights as
of March 28, 2002. Asaresult, our A shareholders, and in particular Investor AB and AB Industrivérden, have the
ability to exert significant influence over certain actions requiring shareholder approval, including the election of
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directors and appointment of officers, and may have the ability to influence our policy. As such, decisions made by
Investor AB or AB Industrivarden may influence our business, results of operation and financial condition.

The telecommunications market is undergoing consolidation which increases our dependence on key customers.

Many significant participants in the telecommunications market are merging and consolidating as a result
of competitive pressures, and we expect this trend to continue. This consolidation process will likely decrease the
number of potential significant customers for our systems and services. For the year ended December 2001, our 20
largest customers accounted for approximately 60 percent of our net sales. Fewer significant customers will
increase our reliance on key customers and, due to the increased size of these companies, may negatively impact our
bargaining position and profit margins. The loss of, or a reduced role with, a key customer due to industry
consolidation could negatively impact our business, results of operations and financial condition.

We are dependent on developing new products which are complex and may not be successful in the market.

Product life cycles in our industry can be short and therefore we expend considerable resources in product
development and are actively engaged in designing new products and solutions and updating our existing products
and solutions. Introducing new products requires significant management time and a high level of financial and
other commitments to research and development and may not always result in success. Many of our products
incorporate advanced technologies, such as 3G technologies, that are untested or are undergoing testing. Our
development of new products may also require us to license third-party technologies and successfully integrate such
technologies with our products which may add to the already large cost of bringing a new product to market. We
are also actively engaged in the development of technology standards, such as WCDMA, EDGE, CDMA 2000 and
Bluetooth, which will be incorporated into our products. In order to be successful, those standards must be accepted
by relevant standardization bodies and by the industry as a whole. Our sales and earnings may suffer if weinvest in

developing and marketing technologies and technology standards that do not function as expected, are not adopted
in theindustry or are not accepted in the marketplace within the timeframe we expect, or at all.

We operate in the highly competitive telecommunications markets and our profitability will be affected if we are
not able to compete effectively.

The markets for our products are highly competitive in terms of pricing, product and service quality, the
timing of development and introduction of new products, customer service and terms of financing. We face intense
competition from significant competitors. Our competitors may implement new technologies before we do,
alowing them to offer more attractively priced or enhanced products, services or solutions than we provide. Some
of our competitors may have greater resources in certain business segments or geographic markets. We may also
encounter increased competition from new market entrants, alternative technologies or aternative
telecommunications platforms. As the competitive environment in the telecommunications and technology
industries changes quickly, relatively small and unknown companies able to provide innovative products may
quickly achieve a significant market position, particularly in local markets. Our operating results depend to a
significant extent on our ability to compete in this market environment, in particular on our ability to adapt to
changesin the markets to introduce new products to the market and to reduce the cost of new and existing products.

We have several long-term contracts which expose usto risks of cost overruns and extended payment terms.

We currently have several long-term contracts under which the price reduces during the life of the contract,
according to a pre-negotiated schedule. These long-term contracts are typically awarded on a competitive bidding
basis and the profit margins on these contracts may vary from the original estimates as a result of changes in
estimated costs, productivity specifications or timing. In addition, these contracts frequently include extended
payment terms which will require us to recover costs incurred in performing these contracts over the term of the
contract. Some of these contracts also provide for penalties for failure to deliver on time or if our products do not
perform. Should any of these contracts become unprofitable due to any or several of these reasons, our operating
results will be negatively impacted.

If our outside suppliersfail to deliver satisfactory components and manufacturing services on time, our financial
results could be negatively impacted.

We are dependent on our suppliers to obtain timely and adequate delivery of components and

manufacturing services. As part of our current business strategy, we have outsourced substantially all of our mass
production manufacturing. If we are unable to identify manufacturers who are willing to contract with us on
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competitive terms and devote adequate resources to fulfill their obligations to us, or if we do not properly manage
these relationships, our customer relationships, reputation or competitiveness may suffer.

We have experienced component shortages in the past that have adversely affected our operations. A fire
in March 2000 at a Philips Electronics component factory in Albuquerque, New Mexico, combined with the absence
of an alternative supplier, led to a severe shortage of integrated components for mobile handsets. Although we work
closely with our suppliers to avoid shortages and to arrange for alternative sources of supply, we cannot assure you
that we will not experience component shortages in the future. We also rely on alimited number of suppliers for a
number of our components, as well as a core group of electronics manufacturing services (EMS) companies for the
manufacture of our products, which increases our dependence on these suppliers. A reduction or interruption in
component supply, a significant increase in the price of one or more components or manufacturing services or
constraints on our suppliers capacity during periods of significant demand could have a material adverse effect on
our business, results of operations or financial condition.

Liability claims related to and public perception of the potential health risks associated with electromagnetic
fields may negatively impact our business.

We are subject to claims that mobile handsets and other telecommunications devices that generate
electromagnetic fields expose users to health risks. At present, a substantial number of scientific studies conducted
by various independent research bodies have indicated that electromagnetic fields, at levels within the limits
prescribed by public health authority safety standards and recommendations, cause no adverse effect to human
health. However, any perceived risk or new scientific findings of adverse health effects of mobile communication
devices and equipment could adversely affect us through areduction in sales. Although we comply with all current
safety standards and recommendations regarding electromagnetic fields, we cannot assure you that we will not
become the subject of product liability claims or be held liable for such claims or be required to comply with future
regulatory changes that may have an adverse effect on our business.

Our business and results of operations will be harmed if we are unable to protect our intellectual property rights
from challenges or unauthorized third party use or if we become involved in litigation.

Like other companies operating in the telecommunications industry, because our products comprise
complex technology, we experience litigation regarding patent and other intellectual property rights. Third parties
have asserted, and in the future may assert, claims against us alleging that we infringe their intellectual property
rights. If we do not succeed in any such litigation, we could be required to expend significant resources to pay
damages, develop non-infringing technology or to obtain licenses to the technology which is the subject of such
litigation. However, we cannot be certain that any such licenses, if available at all, will be available to us on
commercially reasonable terms. Defending these claims may be expensive and divert the efforts of our management
and technical personnel.

In addition, third parties may attempt to appropriate our confidential information and proprietary
technologies and processes used in our business, which we may be unable to prevent. EXxisting laws of some
countries in which we conduct business may offer only limited protection of our intellectual property rights, if at all.
We rely upon a combination of trade secrets, confidentiality policies, nondisclosure and other contractual
arrangements, and patent, copyright and trademark laws to protect our intellectual property rights; however, the
steps we take in this regard may not be adequate to prevent or deter infringement or other misappropriation of our
intellectual property, and we may not be able to detect unauthorized use or take appropriate and timely steps to
enforce our intellectual property rights.

If our mobile handset joint venture arrangement with Sony or other arrangements with strategic partners do not
progress as planned, our business could be negatively impacted.

In 2001, we formed Sony Ericsson Mobile Communications, ajoint venture with Sony Corporation for the
development, design, sales and distribution of mobile handsets to which we transferred substantially all of our
handset business. If this joint venture is unsuccessful on account of unsuccessful product development, limited
market acceptance of new products or for any other reason, we may not be able to compete successfully or at al in
the mobile handset market. We have also entered into other strategic development arrangements with third parties,
which typically involve the contribution by each party of various resources including technology, research and
personnel, and we may continue to do so in the future. If these arrangements do not devel op as expected, whether as
aresult of having incorrectly assessed our needs or the capabilities of our strategic partners, our ability to work with
joint venture partners or otherwise, our ability to develop new products and solutions may be constrained and this
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may harm our competitive position in the market. Additionally, charges relating to, or our portion of any losses
from, joint ventures may adversely affect our financial condition or results of operations.

Changes to the regulatory environment for telecommunications systems and services could negatively impact our
business.

Our industry is heavily regulated, and both we and our customers may be affected by changes in regulation
of telecommunications systems and services. For example, changes in regulation that impose more stringent, time-
consuming or costly planning, zoning or building approval requirements regarding the construction of base stations
and other network infrastructure could adversely affect the timing and costs of new network construction or
expansion and the commercial launch and ultimate commercial success of these networks. Expensive government
license fees can cause network operators to incur substantial indebtedness and fundamentally affect operators’
businesses, profitability and financial condition, as well as the demands network operators make on suppliers of
network systems and services such as us. Similarly, tariff regulation that adversely affects the pricing of new
services could affect the sales of our systems and services. Environmental, health and safety and privacy regulations
may increase costs and restrict operations of telecommunications companies and network operators. The indirect
impact of these changesin regulation could affect our business adversely even though the specific regulations do not
directly apply to usor our products.

We are subject to regulatory, foreign exchange and other risks associated with international operations.

We conduct businessin over 140 countries around the world with the majority of our sales originating from
countries in Western Europe and the Asia Pacific region. Changesin regulatory requirements, tariffs and other trade
barriers, price or exchange controls or other governmental policies in the countries in which we conduct business
could limit operations and make the repatriation of profits difficult. In addition, the uncertainty of the legal
environment in some regions could limit our ability to enforce our rights. Our results could also be materially
adversely affected by weak economic conditions in countries in which we do significant business as well as by
changesin foreign currency exchange rates which can introduce significant volatility to our rates of growth. We also
have extensive operations in emerging markets such as China, Latin America, the Middle East and Africa which
involves certain risks, including volatility in gross domestic product, civil disturbances, economic and governmental
instability, nationalization of private assets and the imposition of exchange controls.

We are dependent upon hiring and retaining highly qualified management and technical personnel.

Competition for highly qualified management and technical personnel isintense in the telecommunications
market. In particular, there is a high demand for engineers, information technology experts and other highly
specialized personnel to develop new technologies and products and provide services to our customers. Our future
success depends in part on our continued ability to hire, develop, motivate and retain engineers and other qualified
personnel needed to devel op successful new products, support our existing product range and provide servicesto our
customers. There can be no assurance that we will continue to be successful in attracting and retaining highly
qualified employeesin the future, especially in light of our prior and planned headcount reductions.

Our share price has been and may continueto be volatile.

Recent announcements by major corporations concerning irregular accounting practices and overstated
profits, as well as profit warnings and negative earnings announcements by companies in the telecommunications
sector have led to significant volatility in the global equity markets in general and in telecommunications-related
stocks in particular. As a result, investor confidence in the telecommunications sector remains weak and further
announcements or speculation regarding irregular accounting practices could further weaken investor confidence
and depress global equity market values.

Our share price has been volatile due in part to the high volatility in the securities markets generally, and in
telecommunications and technology companies’ sharesin particular, as well as developments from quarter to quarter
which impact our financial results. Factors other than our financial results that may affect our share price include
but are not limited to:

market expectations of the performance and capital spending plans of network operators;
the level of business activity or perceived growth in the market for telecommunications services in

general;
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investor perception of, as well as the actual performance of, other telecommunications and technol ogy
companies;

investor perception of the success and impact of our proposed rights offering and other offerings of
securities;

adowngrade or rumored downgrade of our credit ratings,

announcements by our key customers or announcements concerning financial difficulties for customers
for whom we have provided financing or with whom we have entered into material contracts;

announcements by our key competitors concerning the award of large supply agreements or contracts
for network roll-out;

potential litigation involving ourselves or the industries in which we operate;

announcements concerning the bankruptcy or other similar reorganization proceedings involving, or
any investigations into the accounting practices of other telecommunications companies;

technical problems, in particular those relating to the introduction and viability of 3G;

achange in end-user sentiment or their adverse view of newly introduced technology or services,

announcements concerning the relative success of or timetables for 3G mobile networks, systems and
services; and

general market volatility.

Currency fluctuations may adversely affect the trading prices of our B shares and American Depositary Shares
(*ADSs’) and the value of any distributions we make thereon.

Because our B shares are quoted in domestic currencies on local exchanges and the ADSs are quoted in
U.S. dollars, fluctuations in exchange rates between the Swedish krona and currencies in which the B shares or
ADSs are quoted may affect the value of your investment. In addition, because we pay cash dividends in Swedish
kronor, fluctuations in exchange rates may affect the value of distributions if your arrangements with your bank,
broker or depositary, in the case of ADSs, call for distributions to you in local currencies. Please review the
information under “Item 3A: Selected Financial Data — Exchange Rates’ for additional information on exchange
rates.
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ITEM 4. INFORMATION ON THE COMPANY

History and Development

Telefonaktiebolaget LM Ericsson (ubl) is a limited liability company organized under the Swedish
Companies Act. We wereincorporated on August 18, 1918, as aresult of a merger between AB LM Ericsson & Co.
and Stockholms Allmanna Telefon AB. Our origins date back to a manufacturing business for communications
equipment founded in Stockholm in 1876. Our A and B shares are quoted on Stockholmsborsen (the Stockholm
Exchange). Our B shares are also quoted on the exchanges in Dusseldorf, Frankfurt, Hamburg, London, Paris and
Zurich. Our ADSs are quoted on NASDAQ. Our registered office is located at Telefonvagen 30, S-126 25
Stockholm, Sweden, telephone +46 8 719 00 00. Our agent in the United States is Ericsson Inc., Vice President,
Legal Affairs, 740 East Campbell Road, Richardson, Texas 75081. Our web site is www.ericsson.com. This web
site address is not an active hyperlink to our web site. Information on our web site does not form part of this
document.

For a description of our principal capital expenditures and divestitures since the beginning of our last three
financial yearsto the date, see “Item 5: Operating and Financial Review and Prospects.”

Business Over view

We are an international leader in the development and supply of advanced systems and services for mobile
and fixed line communications to network operators. Our broad range of telecommunication and data
communication products includes end-to-end solutions, systems and services that enable mobile and fixed-line
networks to transmit voice, data and multi-media communication with reliability, efficiency and speed. Through our
recently created joint venture, Sony Ericsson Mobile Communications, we offer a range of mobile handsets,
including handsets which support multi-media applications, and other personal communication devices. We also
offer avariety of other systems and services to other equipment and handset suppliersrelated to our core expertisein
telecommunications technol ogies.

Business Strategy and Long Term-Goals

Our primary business objective is to strengthen our position as a leading provider of communication
systems and services. Our strategy for achieving this objective callsfor usto:

L ead market development through constant innovation and the development of standards;
Further develop our long-standing customer relationships with network operators;
Exploit our position as a global market leader; and

Continueto control costs and further enhance efficiency.

Lead market development through constant innovation and the development of standards

Innovation and creativity are important elements of our corporate culture. We have a long tradition of
developing innovative communication technologies, including technologies which help to establish industry
standards. For example, we were leaders in the early shift from analogue to digital mobile telephony, a critical stage
of development for the growth in wireless communications, and we have pioneered the development of industry-
wide technology standards such asWCDMA, GPRS and Bluetooth. We will continue to support innovation through
our commitment to research and development. In particular, we will continue to devote significant resources to
developing end-to-end communication solutions to support the rapid expansion and integration of the Internet and
multi-media services. Our goal is to build our business by developing and implementing solutions that will drive
network traffic and thereby enable our customers to succeed.

Further develop our long-standing customer relationships

We have strong relationships with the world' s leading mobile network operators and many of the world's
leading fixed-line operators. We believe we have a long-standing reputation for reliable, innovative and cost-
effective systems and services. As the telecommunications industry consolidates into fewer, larger network
operators, we believe our position in the industry and our strong customer relationships will be significant
competitive advantages for us. We will work with network operators to tailor products, solutions and services to
meet their evolving needs, such as developing solutions for integrating mobile and fixed telecommunications
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systems and providing expanded network management services. We believe that our ability to offer end-to-end

solutions — systems, applications, services and core handset technology — together with our in-depth knowledge of
customer requirements, make us well positioned to assist network operators to optimize their products and services.

Exploit our position as a global market |eader

We provide products and services to over 500 operators in over 140 countries. We have significant salesin
each of the largest geographic markets for telecommunications and are a supplier of wireless communication
equipment to the world’s 10 largest mobile network operators. Our expertise and experience in all major mobile
communication standards and proven track record for quality and innovation have allowed us to develop our
business on a global basis. We are utilizing our strong international presence and core competence in mobile
communications to expand into growth areas such as network management services. We also aim to use our global
reach to develop alliances with suppliers and manufacturers in order to increase our combined effectiveness. We
believe that our global presence and breadth of product offerings are competitive advantages as our customers
increasingly seek to provide telecommunications services globally.

Continueto control costs and enhance efficiency

We continuously monitor and adjust our product portfolio to focus on innovative products that can be
produced by us on a cost-effective basis and sold profitably. We work with suppliers and manufacturers to exploit
our economies of scale to secure low-cost, high-quality components and produce our product line more cost-
effectively. We have implemented efficiency programs resulting in increased standardization of internal processes
and support systems, which will allow us to quickly adapt to market conditions and customer needs. We also have
introduced procedures to better evaluate and reward employees based on performance. In addition, we focus on
developing and maintaining high levels of competence in our employees to secure our leading market position and
to stay in the forefront of technology development.

Business Segments

In the fourth quarter of 2001, we reorganized our operations and management structure to provide greater
focus on our core competencies in mobile and wireline communications networks. We now conduct our business in
three business segments:

Systems;
Phones (through our 50/50 joint venture with Sony); and
Other Operations.

Effective October 1, 2001, Sony Ericsson Mobile Communications (“Sony Ericsson”) assumed
substantially all of the Phones segment operations. As of such date, 50 percent of the results of Sony Ericsson are
reported under “Earnings from Joint Ventures and Associated Companies’ pursuant to equity accounting principles.
Please see “Item 5: Operating and Financial Review and Prospects’ for additional financial information and
operating data by business segment and geographic area.

Systems

We offer a complete portfolio of solutions to operators for both mobile systems and wireline multi-service
networks. Our solutions include a comprehensive portfolio of telecommunication and data communication products
supported by afull range of implementation and network management services. We sell our systems and servicesto
over 500 operators worldwide. We work closely with our customers to understand their businesses and their
technology needs and design tailored solutions to help them reach their strategic objectives. We supply mobile
systems to most major wireless network operators, for example, in Europe, Hutchison, KPN, Orange, T-mobile,
Telecom Italia Mobile, Telefonica, and Vodafone; in North America, AT& T Wireless and Cingular; and in Asia
Pacific, China Mobile, China Unicom, NTT DoCoMo, SingTel and Telstra. We provide our multi-service network
systemsto large wireline operators around the world including BT, China Telecom, Telefonica and Telmex, among
others.

Mobile Systems — Industry and Technology

We provide mobile systems solutions to network operators that enable reliable, efficient and cost effective
wireless networking. Wireless networking refers to communications networks that allow end-users to receive voice
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and data communications using mobile handsets or other wireless devices. Wireless communications networks are
often grouped by the technology upon which they are based:

First generation of wireless communication, or 1G, refers to analog radio and analog and/or digital
circuit switching technologies mainly for mobile voice communications. Circuit switching
technology establishes a connection on demand and holds it open, regardless of whether data is
sent;

Second generation wireless communication, or 2G, refers to digital radio and digital circuit
switching technologies that enable networks to carry voice communications and limited data
transmissions. The majority of wireless communications networks are currently based on 2G
wireless technologies. Many 2G networks have been enhanced with packet-switched transmission
capabilities for more efficient data communication. A packet-based network is one in which data
is sent in small chunks, called packets. There is no fixed path from the sender to the receiver, so
each packet must identify the source and destination. Thisis often referred to as 2.5G; and

Third generation wireless communication, or 3G, refers to digital wireless communication
networks based on packet-switched network technology that enables voice, high-speed data and
multi-media communications.

Each generation of wireless technology is associated with different international technology standards for
wireless communications networks. Transitioning from one generation to the next, such as from 2G to 3G, requires
network operators and mobile handset manufacturers to adopt new and emerging technology standards. We believe
that the migration from basic voice services to mobile multi-media services is the primary technological shift facing
today’ s wireless network operators.

The most widely deployed standards today are largely comprised of 2G technologies and can be
summarized as follows:

Global Systemfor Mobile communications, or GSM, is used throughout the world and is the most
widely deployed standard. GSM is a 2G wireless technology that uses time slots within a
specified radio frequency channel to distinguish one call from another.

Code Division Multiple Access, or CDMA (called cdmaOne), is used in both the Americas and
increasingly in Asia. CDMA is a 2G wireless technology that uses coding technology to
distinguish one call from another, with all callsin a specific cell transmitted over the entire range
of radio frequencies assigned to the network operator.

Time Division Multiple Access, or TDMA, is used primarily in North and South America. TDMA

is a 2G wireless standard that, like GSM, uses timeslots within a radio frequency channel to
separate users' conversations.

Personal Digital Cellular, or PDC, isadigital wireless standard based on TDMA technology used
only in Japan.

The standards for 3G networks are as follows:

Wideband Code Division Multiple Access, or WCDMA,, is a 3G wireless technology that combines
wideband (5 MHz (megahertz)) and CDM A-based radio access.

Universal Mobile Telecommunications System, or UMTS, is often used synonymously with
WCDMA. UMTS is the term used for the combination of the WCDMA radio standard and
advanced switching technologies when used in the 2.1 GHz (gigahertz) band, as is the case in

Europe. UMTS includes WCDMA radio access technol ogies and core network specifications that
are based on the GSM standard.

Enhanced Data Rates for Global Evolution, or EDGE, is used to give 3G capabilities to networks
based on the GSM standard and TDMA technology.

CDMA2000 1XEV/DO is used for cdmaOne networks that are evolving to 3G standard for voice
and high-speed data mobility.
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As described above, several technology standards have been deployed to enable the 2G mobile
communication networks that are in operation today. The path of migration from a 2G network to a 3G network
varies depending on the technology used by the existing 2G network. As a result, in order to provide tailored
solutions to a wide range of today’s network operators, infrastructure providers must have a fundamental
understanding of all existing and emerging standards. The network components for 3G networks are similar to
GSM/GPRS networks with the addition of multi-service network nodes that are capable of more efficiently
transmitting both circuit and packet-switched traffic. The 3G networksto be introduced by GSM network operators
will use the same GSM/GPRS core network components to take advantage of previous investmentsin their existing
network in evolving from 2G to 3G.

In addition, due to the complexity and costs of implementing a 3G network, many network operators are
upgrading their networks to intermediate technologies, such as GPRS and CDMAZ2000 1X. Such intermediate
technologies are often referred to as“ 2.5G” services and can be described as follows:

GPRS is an enhancement of GSM networks. GPRS introduces packet-switched data transmission and
enables “aways on” mobility. The implementation of GPRS requires software upgrades to an existing
GSM network and the addition of packet-switching nodes.

CDMAZ2000 1X is a successor to the cdmaOne standard that enables higher-speed wireless networks for

data, voice and multi-media communication. Ultimately, networks using CDMA2000 1X will need to be
further upgraded in order to provide capacity levels equivalent to COMA/EDGE.

2.5G allows operators to migrate end-users to premium services without the need for major network
reconstruction. This migration, however, will represent a fundamental change in the way services are managed and
billed by network operators. Due to 2.5G packet-switched data and “aways-on” functionality, network operators
may charge end-users for the type and amount of data they send and receive rather than the time they are connected
to the network. The transition to a charge-for-data business model is a crucial step in the evolution of network
operators, as successful migration of network operators to 3G systems in the future is expected to require the
adoption of a similar business model. Thus, if migration to 2.5G with new business models becomes successful,
market demand and some network preparations will already be in place for 3G migration.

Mobile Systems — Our Solutions

We believe we are the leading supplier of mobile telecommunication systems, including 2G, 2.5G and 3G.
Our expertise in al maor 2G standards and our role in developing 3G standards allow us to offer mobile
telecommunications systems that incorporate each of the major 2G, 2.5G and 3G mobile technology standards. Asa
result, we are able to offer tailored solutions to a network operator regardiess of the existing standard used in its
network. Our systems offering includes cell site equipment, radio base stations, base station controllers and radio
network controllers, mobile switching centers, service application nodes and other nodes for billing and operations
support. A node is an element of a network which can be programmed for switching, routing, generating billing
records and other functions.

Sales of our mobile telecommunications systems consist primarily of radio base stations, base station
controllers and switching centers. Radio base stations provide access and interconnection between mobile handsets
and the mobile network. Base station controllers manage the traffic between the radio base stations and mobile
switching centers, which are the nodes between the radio system and the public-switched telephone network. Base
station controllers, in conjunction with mobile switching centers, effect call handovers between radio base stations
as subscribers move between cell sites while engaged in a voice call or data transmission. We offer a complete
portfolio of radio base stations ranging from small pico cells (i.e., small cellsin amobile network that boost capacity
and coverage within buildings) to high capacity macro cell applications. Our mobile switching center and base
station controller are built from a common switching platform, allowing them to be configured into multi-functional
nodes. Thisreducestheinitial cost of circuit switching for smaller networks while providing the flexibility to easily
expand capacity in the future. Another central feature of al our 2G GSM radio base stations and base station
controllers is their ability to be upgraded on a cost-effective basis to enable 2.5G GPRS and 3G EDGE
transmissions. Like our radio base station products, our mobile switching center products have industry-leading
scalability and capacity. Our GSM radio base stations represent more than one third of all GSM radio base stations
in service globally.

We also offer a full line of transmission systems using either wireless or optical technologies. These
systems are the transmission links between the nodes of a mobile network. We offer microwave radio links that can
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be used to “backhaul” the traffic between radio base stations and base station controllers as well as between base
station controllers and mobile switching centers. Wireless backhauling (i.e., transporting data and voice from a
network access point to a central switching point in mobile systems) with microwave radio links reduces the need
for the operator to lease transmission capacity from wireline operators resulting in significant cost savings for the
wireless operator. Our MINI-LINK is one of the market leaders for such backhaul applications, with thousands of
links deployed. A new generation of MINI-LINK systems is now being introduced with an expanded capacity to
support the increased traffic demands of Mobile Internet and 3G, as well as to serve the market for fixed wireless
broadband access.

By offering comprehensive upgrade paths for migrating to high speed/high-capacity networks, we allow
maximum use of existing equipment and previous investments, thereby improving network operators capital
investment returns. We believe that this approach is of central importance today because most network operators
are capital constrained at present. We believe that our ability to meet the diverse technology needs of our customers
with high value-added solutions has been instrumental in our being chosen as a provider of wireless communication
equipment to the world’s 10 largest mobile network operators. We believe that these operators account for more
than 50 percent of all subscribers in the world and we expect their share to increase with continued industry
consolidation.

Our mobile telecommunications systems offering extends beyond assisting network operators in optimizing
and upgrading network functionality. We also offer a suite of Mobile Internet products, services and applications
that enable network operators, Internet Service Providers and content providers to develop commercial opportunities
presented by new systems. Our products and applications enable services such as messaging, personalization
services, information services, entertainment services, location-based services and m-commerce. For example, we
are actively developing the next generation of messaging services called Multi-Media Messaging (MMS). We have
also established Ericsson Mobility World, a global network of regional centers and global and local web-based
facilities. This open industry-wide initiative is a global network of more than 100,000 technology professionals
from more than 2,000 companies, working in partnership towards successfully implementing the Mobile Internet.

Multi-Service Networks — Industry and Technol ogy

The last decade has seen a dramatic increase in the volume of data that is being transmitted through
wireline networks. The development of the Internet and network connectivity, in addition to increasing amounts of
multi-media, data and voice transmissions, have placed severe strains on the capacity limitations of existing wireline
networks. Modern networks must also be able to reliably connect voice calls in real time while transmitting
irregular, and often very large, bursts of data. Many network operators currently manage multiple networks to
accommodate voice, data, video and Internet transmissions. Multiple networks, however, are expensive to maintain
and costly to upgrade.

Wireline network operators are moving from single-service networks toward new multi-service networks
that have the ability to simultaneously handle multiple services, such as voice, text and images. Offering these
services reguireswireline operators to migrate from existing circuit-switched networks to packet-switched networks.
Circuit switched voice services, however, are the primary revenue generator for today’s wireline network operators
and a key area for continued profitability. As a result, network operators are required to strike a careful balance
between making short-term investments in circuit-switched products to protect current revenues and long-term
investments in packet-switching technology to prepare for the future. In addition, due to the difficult economic
climate and volatile financial market conditions, many network operators have been forced to reduce capital
expenditure budgets and implement cost-reduction measures without compromising new and existing business
ventures.

Multi-Service Networks — Our Solutions

We offer multi-service networking solutions to fixed-line operators. We have a long history in wireline
networking with an installed base of access and transit lines equivalent to 160 million lines. We supply wireline
operators with systems solutions that allow them to start to upgrade their legacy networks to efficiently handle a mix
of voice, data, video and Internet traffic. Our solutions for multi-service networking include systems and services
for circuit switching, next generation (packet-switched) networking and broadband (i.e., a channel with more than
two Megabits per second of bandwidth). These solutions enable network operators to start to replace multiple
networks with a unified multi-service network capable of handling all of these services. The primary systems and
services we offer for multi-service networking are our AXE solution and our ENGINE solution.
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Our circuit-switched solutions are based on our AXE product range, which is our open architecture
communication platform and the basis for our wireline and mobile systems. AXE is one of the most widely used
switching systems in the industry today. AXE systems have been deployed in 135 countries, connecting more than
500 million wireline and mobile subscribers. Our AXE products include local switching centers that interconnect
individual access lines from homes and businesses to the telephone network and transit switching centers that
interconnect local switching centers for calls between subscribers connected to different local switches. By
establishing a transit-switching layer, operators are able to minimize the number of trunks or inter-switch
connections between switching centers and optimize the traffic routes within their network.

Our AXE solutions are tailored to meet specific needs for different types of operators, from local dial tone
providers to long distance providers. A full range of software-based supplementary subscriber services (such as
Centrex, our business services package, call forwarding and caller ID) are available for additional revenue streams.
These service capabilities are continuously enhanced and expanded to ensure that the operators using AXE are able
to offer the latest and most competitive subscriber features to their customers.

Our AXE-based circuit switching solutions are designed to safeguard operators’ current profitability, while
helping them prepare for the future through continuous enhancements. The latest AXE switch is afirst step in a
migration to a packet-based multi-service network. Investmentsin AXE support atransition to Ericsson’s ENGINE
multi-service network solution.

Our proprietary ENGINE solution is the world's leading solution for upgrading narrowband networks to
packet switched networks. ENGINE enables networks to migrate from a traditional circuit-based network to a
packet-based network. This migration to a packet-based network is a necessary step in order to combine broadband
Internet, voice and data traffic into one multi-service network rather than three separate networks.

We attribute part of the success of our ENGINE solution to our pragmatic approach to migration and
network evolution. We recognize that, for most operators, building an entirely new network is prohibitively
expensive. By offering solutions that provide flexible paths for network migration and evolution, we satisfy the
objective of the network operator to offer multiple services on a cost-effective basis. Offering this flexibility and
scalability isfundamental to the success of our ENGINE solution.

Services

We currently employ over 17,000 employees in services worldwide and have the ability to offer a
comprehensive range of services to network operators both to support our product portfolio and on a stand alone
basis. These servicesinclude advisory services, network integration services and network management and support
services.

We believe that services will play an important role in our business. Network operators are focusing
increasingly on optimizing, maintaining and reducing the costs of running their existing networks. This trend has
been reinforced by current constraints on the ability of many network operators to make capital expenditure. Asa
result, an increasing number of network operators are outsourcing network design, management and maintenance
activities. During 2001, our services recorded net sales of SEK 40 billion, or 21 percent of total net sales, up from
16 percent in 2000 and 16 percent in 1999. 40 percent of our sales from services in 2001 were related to telecom
management and professional serviceswhich grew by 25 percent in 2001.

We have established the following broad categories of service areas. Our comprehensive portfolio of
services can be bundled and customized to meet the needs of existing and new network operators.

Advisory services. We provide consulting services to network operators for business planning and
development, design and optimization of networks and the introduction of new services and management solutions.
Our global competence development program is designed to provide training and education to network operatorsin
order to improve staff competency and develop skillsin new product areas.

Network Integration services. We provide services designed to permit network operators to implement new
technologies and applications in a cost-effective manner in the shortest possible time. This area comprises solutions
for the roll-out of a new network, integration of end-user applications or migration from one network standard to
another such as from 2G to 3G through network implementation and integration, site acquisition and civil works
activities.
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Network Management and Support services. Our portfolio of management services is designed to assist
network operators to provide uninterrupted service and run their networks efficiently and may comprise solutions for
managing service levels by providing customers with technical assistance, system maintenance and repair and
return. We also provide total network management solutions and have signed over 30 contracts to operate networks
on behalf of network operators.

Phones
Sony Ericsson Mobile Communications

In October 2001, we restructured our extensive mobile handset business, moving substantially all of our
handset operations to a new joint venture called Sony Ericsson Mobile Communications. We retained the
intellectual property relating to our core handset technology within Telefonaktiebolaget LM Ericsson.

In association with the Sony Ericsson joint venture, we can provide a full range of mobile handsets,
including multi-mode devices that combine different radio technologies, enabling subscribers to roam between
networks and facilitating easy migration from 2G to 3G. Our 50 percent ownership interest in Sony Ericsson also
allows us to monitor the requirements and preferences of the end-user market for mobile handsets which we see as

an important driver for our mobile systems business and supports our ability to provide end-to-end systems to our
customers.

We believe that as data-enabled GPRS and 3G handsets begin to penetrate the marketplace, product design
along with the availability of games, music and other applications will take on an increasingly important role in the
end-user marketplace. Our partnership with Sony allows us to combine our knowledge of advanced mobile
telecommuni cations technol ogies with Sony’ s multi-media operations and its expertise in devel oping, designing and
branding household consumer electronic devices, such as the Walkman and Playstation. The joint venture recently
unveiled the P800, an advanced pen-based smartphone based on the Symbian Operating System that features a large
color touch-screen, a built-in camera and a multi-mode browser.

As part of establishing the Sony Ericsson joint venture, we transferred approximately 3,000 employees
primarily in development and marketing to the joint venture. We aso entered into licensing arrangements to
provide platform technology to the joint venture. The Sony Ericsson joint venture markets a full range of advanced
multi-media mobile handsets under the brand names “ Sony”, “Ericsson” and “ Sony Ericsson”. By 2003, we expect
that the joint venture will market all mobile handsets under the “ Sony Ericsson” brand.

Other Operations

This segment principally consists of technology licensing, business innovation and enterprise systems,
which we consider part of our core operations and defense systems and network technologies, which we consider

non-core activities. It is our current intention to divest certain non-core activities such as network technologies
(cables).

Technology Licensing

Mobile Platforms. Our Mobile Platforms group offers GSM 2G /GPRS/2.5G and WCDMA/EDGE 3G
technology platforms to manufacturers of mobile handsets and other wireless devices on the open market. These
platform technologies are based on our global leadership in standardization and our comprehensive intellectual
property portfolio. Ericsson technology platforms include complete component specifications, printed circuit board
layouts and software. We also offer support and service in customizing these platforms. By licensing our platforms,
manufacturers can launch new products with limited research and development investments and can produce
differentiation such as applications, industrial design, distribution and branding. We currently provide mobile
platform products to several mobile phone suppliers, including the Sony Ericsson joint venture, among others.

Bluetooth Technology Licensing. Ericsson Technology Licensing provides Bluetooth solutions tailored for
the mass-market to many of the world’ s largest manufacturers. Based o