
R380, dual-band telephone with
built-in PDA, based on EPOC.

Communication tool,
calendar, built-in modem.
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-  : In
November, itu established wcdma as the standard
for g mobile systems under the name imt
Direct Spread. The decision was welcomed by Erics-
son, which can now offer its operator customers all
three major versions of this standard.

: In terms of number of employees, the
takeover of Qualcomm’s infrastructure division was
Ericsson’s largest acquisition during , provid-
ing Ericsson with a complete product portfolio of
second- and third-generation mobile systems. It
also accelerated the pace of work in the standardiza-
tion area, which was appreciated by the industry as
a whole, particularly by the operators. 

 : Ericsson acquired the
American companies Torrent and TouchWave and
the Danish company Telebit a/s to further
strengthen its position in the market for ip and
datacom solutions.

: In December, Ericsson and Microsoft
announced that they would cooperate in the devel-
opment and marketing of total solutions for wire-
less Internet access. The parties will establish a
jointly owned company to market and supply
mobile e-mail solutions. Ericsson will be the
majority owner in the new company.

: During , Ericsson achieved major
successes with engine, a solution for migrating
circuit-switched fixed telecommunications net-
works to a next-generation network that can handle
circuit-switched and ip-based, packet-linked traf-
fic. bt in the U.K., kpn in the Netherlands, Telia
in Denmark and Telefónica in Spain chose engine
during the year.

 : At the beginning of July,
Kurt Hellström was appointed president of Erics-
son, succeeding Sven-Christer Nilsson, who left the
Company. Group Chairman Lars Ramqvist was
appointed Chief Executive Officer. •

ERICSSON’S MISSION is
to understand its
customers’ opportunities
and needs, and to provide
communication solutions
better than any
competitor.

IN DOING SO, Ericsson
shall generate a
competitive economic
return for its shareholders.

UNCERTAIN FACTORS IN THE FUTURE

“Safe Harbor” Statement under the U.S. Private Securi-
ties Litigation Reform Act of 1995:

Some statements in this Annual Report are forward
looking and actual results may differ materially from
those stated. In addition to the factors discussed,
among other factors that may affect results are product
demand, the effect of economic conditions, exchange-
rate and interest-rate movements, the impact of
competing products and their pricing, product
development, commercialization and technological
difficulties, political risks in the countries in which the
Company has operations or sales, supply constraints,
and the results of customer financing efforts. •
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1999 1998 Percent
SEK m . SEK m . change

Orders booked 223,828 187,415 19

Net sales 215,403 184,438 17

Income before taxes 16,386 18,210 –10

Earnings per share, SEK 6.17 6.66 –7

Earnings per share according to U.S. GAAP, SEK 7.68 7.87 –2

Dividend per share, SEK 2.00 * 2.00 -

Number of employees, December 31 103,290 103,667 -

* For 1999, proposed by the Board of Directors

LIABILITIES AND EQUITY (SEK m.)

MARKET CAPITALIZATION YEAR-END 1995–1999 (SEK m.)

NET SALES AND ORDERS BOOKED (SEK m.) ERICSSON’S 10 LARGEST MARKETS,
(PERCENT OF TOTAL SALES)

INCOME PER SHARE (SEK), AND
RETURN ON CAPITAL EMPLOYED (PERCENT)
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SHARE TREND 1995–1999 SHARE TURNOVER 1999

 
As of December , , Ericsson’s share capital
consisted of sek ,,, (,,,),
represented by ,,, shares. The par value of
each share is sek .. As of December , , the
shares were divided into ,, Series A shares,
each carrying one vote, and ,,, Series B
shares, each carrying one-thousandth of a vote. 

During  the number of shares was increased
by ,, through conversions of convertible
debentures. During the period January  to January
, , convertible debentures related to convert-
ible liabilities for  were converted to ,
B shares. Between January  and February , ,
additional debentures related to convertible liabili-
ties for  were convertible to shares, with rights
to dividend for . 

   

Ericsson’s Series A and Series B shares are traded on
the om Stockholm Stock Exchange, and the Series
B shares are also traded on the exchanges in Düssel-
dorf, Frankfurt, Hamburg, London and Paris, and
on the “Swiss Exchange” in Switzerland. Ericsson
shares are also traded in the United States in the
form of American Depositary Receipts (adrs)
through the nasdaq system, under the symbol
ericy. Each adr represents one Series B share. 

American Depositary Debentures (adds) are also
traded on the nasdaq system under the symbol
ericz. Each add represents one convertible deben-
ture related to the ⁄ convertible debenture
loan. Ericsson shares have been traded in Euros in
Frankfurt and Paris since January , . 

Nearly five billion shares were traded in .
Of this number, about  () percent were traded
on the om Stockholm Stock Exchange,  ()
percent via the nasdaq exchange and  () per-
cent on the London Stock Exchange. Trading on
other exchanges amounted to about  percent of the
total, unchanged from the previous year. 

   

The total market value of the Ericsson share rose

 percent in  to sek , b. The index for
the om Stockholm Stock Exchange rose . per-
cent during the year. 

 

In all, about  percent of Ericsson’s shares are
owned by Swedish and international institutions. At
the end of , about  () percent of the share-
holders were outside Sweden, with  () percent in
the U.S.,  () percent in Britain,  () percent in
Germany, and  () percent in other countries. 

  

The Ericsson Savings Fund (Ericssons Allemans-
fond) was started in . The Fund, which has ,
participants, invests in Ericsson’s shares. At the end
of  the Fund held , shares. The price per
unit at year-end was sek , (sek ,).

A convertible debenture loan amounting to sek
, m. was issued in  with preferential rights
to Ericsson’s employees. Employees who joined
Ericsson after October , , were given an
opportunity to purchase convertible debentures
issued by ab Aulis, an Ericsson company. 

In , an option plan was implemented for
 key personnel, who were allotted seven-year
call options in Ericsson. The size of the allotment
was decided by earnings per share for , and the
employee salary and bonus category. Based on the
same principles, some , key employees and
senior executives will receive seven-year call
options based on earnings in . At an Extraordi-
nary General Meeting in November, , it was
decided to implement a stock opion plan also for
fiscal year . In accordance with this resolution,
. million options will be issued to approximate-
ly , employees.

   

The Board proposes a bonus issue by way of an
increase of the par value of the share from sek .
to sek ., followed by a split :. Trading  with
the new par value of sek . is expected to com-
mence in the beginning of May . •
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CHANGES IN CAPITAL STOCK 1995–1999

Number of shares Capital stock

1995 January 1 217,229,118 2,172,291,180

1995 Split 4:1 651,687,354 -

1995 New issue 87,009,390 217,523,475

1995 Conversions 1,689,035 4,222,588

1996 Conversions 3,547,308 8,868,270

1997 Conversions 13,333,854 33,334,635

1998 Bonus issue 1:1 975,097,150 2,437,742,875

1998 Conversions 1,759,181 4,397,952

1999 Conversions 5,786,131 14,465,328

1999 December 31 1,957,138,521 4,892,846,303

LARGEST SHAREHOLDERS, BY VOTING RIGHTS, DECEMBER 31, 1999

Number Voting rights
of shares percent 

AB Industrivärden 46,520,000 28.0

Investor AB 68,376,700 22.3

Wallenberg-stiftelser 27,293,024  16.5

Svenska Handelsbankens Pensionsstiftelse 10,640,000 5.6

Livförsäkrings AB Skandia 21,855,843 5.0

Pensionskassan SHB Försäkringsförening 7,920,000 4.8

Oktogonen, Stiftelsen 4,020,000 1.9

SEB-stiftelsen 3,140,000 1.5

Svenska Handelsbankens personalstiftelse 2,460,000 1.5

Fjärde AP-Fonden 75,998,018 1.4

SEB-Trygg Försäkring 19,893,560 1.3

Svenska Handelsbankens aktiefonder 10,782,600 0.8

Wallanders och Hedelius’ stiftelse 800,000 0.5

Foreign ownership 897,506,209 2

SHARE DATA

1999 1998 4) 1997 4) 1996 4) 1995 1) 4)

Earnings per share 6.17 6.66 6.08 3.64 2.92

P/E ratio, “B” shares 2) 89 29 25 29 22

Dividend 2.0 3) 2.00 1.75 1.25 0.88

Direct return % 0.4 1.0 1.2 1.2 1.3

OM Stockholm Stock Exchange share prices (SEK)

A at December 30 575.0 209.5 157 109 69

B at December 30 548.0 193 149 106 65

B high for year 571.0 268 192 106 89

B low for year 175.0 118.5 102.5 56.5 48

1) After 4:1 split.

2) P/E ratio = Price per
share at December 31,
divided by earnings
per share after full
conversion.

3) For 1999, proposed by
the board of directors.

4) After 1:1 bonus issue.
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    exciting and eventful
for Ericsson. It began slowly but finished
in high gear. Income before tax for the
fourth quarter reached a record level –

sek . billion. The performance of the Ericsson
share was highly favorable during the year, increa-
sing  percent in value. This meant that the value
of shareholders’ investments in the company rose
by sek  billion in .

Ericsson is the global leader in mobile commu-
nications. More than  percent of our sales are
generated from mobile systems and terminals. It is
significant that this is where Ericsson’s real
strength lies, because mobile communications is
now the largest and fastest-growing area in our
industry – an industry that in the past few years has
undergone more rapid and extensive transformation
than any other.

The mobile Internet and mobile datacom are
becoming a reality. This development is increasing-
ly apparent in trend-setting countries such as Japan
and the U.S. In Japan, the star player in  was
i-Mode, a solution for direct connection to the
Internet via mobile terminals; in the U.S., the deve-
lopment shows in the fact that operators of Mobitex
networks from Ericsson experienced substantial
growth in the number of subscribers in .

This development has not come as a surprise to
Ericsson. On the contrary, we have been preparing
for it for a long time. We have been working on
developing the third generation of mobile systems
for more than a decade. We are currently the only
supplier offering a large number of test systems to
customers worldwide –  systems to be exact. In
 we received several commercial orders for such
systems – for example, from ntt DoCoMo in
Japan.

  

The growing number of mobile subscribers creates
demand and development in the market. As early
as  we expect the number of subscribers to
have reached one billion. Some  million are
expected to be using third-generation systems as
early as .

The mobile Internet brings significant business
opportunities to Ericsson, not only because the
mobile networks must be upgraded and adapted
with equipment for the new generation of systems.
The demand for various types of mobile data ser-
vices also brings a strongly increased need for capa-
city in the mobile networks, resulting in demand

for new infrastructure investments by operators. To
take full advantage of the new technology, subscri-
bers will require new and advanced mobile termi-
nals – terminals that are currently being developed
by Ericsson.

    

The first major step toward the mobile Internet is
now being taken with the help of wap technology.
Its current position as the focus of market interest
clearly demonstrates the growing importance of the
mobile Internet, even now before the higher trans-
mission speeds of third-generation systems can be
achieved.

As one of the initiators of the wap standard,
Ericsson is well prepared. We currently have the
market’s broadest range of wap knowledge, inclu-
ding hardware, applications development, consul-
tants and terminals. In a campaign during late
autumn, we offered the services of  highly qua-
lified consultants to companies interested in deve-
loping wap services.

The next step toward third-generation systems
is gprs. This is a packet-switched technology that
considerably increases the capacity of the mobile
networks, which also makes it possible to introduce
new services and provide better service to the sub-
scriber. In , Ericsson won well over  percent
of the world’s gprs orders.

We are also leading in edge, a third-generation
technology for existing frequency bands. With the
U.S. launch scheduled for the beginning of ,
edge will be the first third-generation mobile
system to be placed in commercial operation.
During the year Ericsson installed test systems for
edge and signed the first major contracts. This is
further confirmation that we are leading the way to
the next generation of systems.

   

In addition to technology, applications are crucial
to the development of the mobile Internet. The key
is to offer customers simple, fast and secure solu-
tions for e-commerce. During the year, Ericsson’s
achievements included a strategic partnership with
Visa International and a joint development with
Sonera SmartTrust for the world’s first digital
signature for secure e-commerce using wap
phones.

In , Ericsson brought together its resources
in service offerings and business consulting. Erics-
son Services offers operators a powerful portfolio of

Ericsson well prepared 
for the new millennium

T



TO THE SHAREHOLDERS

7

services, thus strengthening Ericsson’s position as
complete supplier, system integrator and partner.
Ericsson Business Consulting, which targets the
enterprise sector, had , highly qualified
employees in  countries at year-end, making
Ericsson the leading supplier of Internet-based
business solutions. Customers during the year
included Reuters, the Dutch daily newspaper,
de telegraaf, Scania, lycos and sas.

Ericsson’s goal is to lead the development of the
mobile Internet. We will do so, based on our strong
position as a complete supplier of communications
solutions ranging from backbone networks and
mobile infrastructure to applications, consulting
and terminals.

 
    

During the year Ericsson gradually strengthened its
position in next-generation ip-based core networks.
Ericsson’s solution for the successive migration of
existing circuit-switched networks, to enable them
to support ip and atm-based services, has also been
highly successful. The year began with a break-
through order from bt, which was followed by
orders from Diginet in Latin America, Telia in
Denmark, Dutch kpn and Spanish Telefónica.
During the autumn, Ericsson’s offering was presen-
ted under the engine concept.

For third-generation mobile systems, Ericsson
has developed a new platform that handles atm
and ip traffic. As a real-time router it is called the
rxi .

A number of important strategic acquisitions
were carried out during the year to further streng-

then Ericsson’s position in the market for ip and
data-communications solutions. The American
companies Torrent and TouchWave contribute
broad expertise and a complementary product port-
folio in data communications.

Ericsson’s incorporation of the Danish compa-
ny, Telebit a/s, which is world-leading in the next
generation of the Internet protocol, ip version ,
has given Ericsson access to leading-edge expertise
in a strategically key area.

  

The largest single acquisition, by number of
employees, was the infrastructure division of Qual-
comm. This enabled Ericsson to offer a complete
product portfolio in both second and third-genera-
tion mobile systems. In addition, the acquisition
had a favorable effect on standardization, which
stimulated the entire industry.

Other examples of strategic partnerships that
were deepened or commenced during the year
include the partnership with Juniper and Ericsson’s
cooperation with Microsoft. Together with Micro-
soft we have established a company that will
develop mobile Internet applications, such as wire-
less e-mail.

The joint development work of the Symbian
consortium on the epoc operating system has cont-
inued to advance favorably. The first mobile phones
using epoc were introduced during the year.

   

The business segment Consumer Products showed
unsatisfactory results during most of the year. This
trend, however, was broken during the fourth quar-

Lars Ramqvist, Kurt Hellström, 
Chairman of the Board and Chief Executive Officer President
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ter. Targeted production speed was achieved at the
end of the year. During the year, a number of new
phones were presented, together with a range of
new accessories, several of which were strikingly
innovative and attracted much attention in the
market, especially among younger consumers.
Ericsson’s Chatboard, fm-radio attachment and
mp player are proof that innovations are now
receiving great attention within the company.

Ericsson now has a very competitive product
portfolio, which will be expanded in  with
more products based on the entirely new technical
platform developed in . Measures have been
taken with the objective of gaining market share
and regaining the position as number two in the
world.

    

We can now conclude that the unfavorable opera-
tional performance that was developing at mid-year
has been reversed. The dramatic trend of rising
costs was broken. Negative cash flow has turned
positive. Ericsson’s business is once again under
good control and improving.

Ericsson is entering the new millennium with
strong momentum, a clear vision of our strategic
direction, a first-class product portfolio and a uni-
que position of market leadership in the most
expansive area of the industry. The continuing
growth of mobile communications in all markets,
improving conditions in several key markets and
the strong market interest in the mobile Internet
all indicate that the year  will be one of the
most exciting in Ericsson’s history.

  

For the full year , we believe in continued
strong market growth, where Ericsson gains bene-

fits from its leading position in mobile telephony
and its unique ability to offer customers compre-
hensive solutions. Our long-term financial targets
remain unchanged. We intend to grow faster than
the market, which means growing by at least 
percent, with a return on capital employed of –
percent, positive cash flow before strategic acquisi-
tions and operating margin of at least  percent.

We expect sales to increase by more than 
percent during the year , and earnings to grow
substantially. We intend to achieve this with a
positive cash flow.

We are convinced that Ericsson will reach its
objective of being the leading company in
tomorrow’s integrated data and telecommunica-
tions market. The combination of our expertise in
systems, applications and in mobile terminals is a
strong indication that in the future Ericsson will
continue to provide its owners a favorable return on
their investment in the company.

It is pleasing to note that an increasingly larger
number of Ericssson employees can now also bene-
fit from the favorable trend of the Ericsson share
through participation in the personnel convertibles
and options programs. It is in fact their skills and
professional efforts that have paved the way to
Ericsson’s successes. •

 

Chairman and ceo

 

President

TO THE SHAREHOLDERS



FINANCIAL OBJECTIVES

OUR LONG-TERM

financial goals are
retained. We shall grow by
at least 20 percent per
year, which is faster than
the market. Return on
capital employed will be
20 to 25 percent, and
cash flow will be positive
before strategic
acquisitions. The
operating margin will be
at least 10 percent.

STEN FORNELL,

EXECUTIVE VICE PRESIDENT

CHIEF FINANCIAL OFFICER
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O  ’ most important
overall objectives is to create strong,
competitive, value growth for its share-
holders.

 

Ericsson’s long-term objective remains unchanged.
The objective is that the company will grow faster
than the market, which involves long-term growth
of at least  percent annually. This growth objecti-
ve should be viewed over a five-year period, since
the Company does not expect certain growth mar-
kets, particularly mobile data communications, to
accelerate until we are a few years into the st
century. 

The growth objective is to be reached by main-
taining or improving positions within all three of
Ericsson’s business segments: Network Operators
and Services Providers, Consumer Products and
Enterprise Solutions.

    

Ericsson strives to have a positive cash flow before
strategic acquisitions. Growth of at least  percent
with a positive cash flow requires a return on capi-
tal employed of between  and  percent for
Ericsson as a whole. To reach this objective Ericsson
must maintain an average operating margin of at
least  percent and a capital turnover rate of two or
better.

However, return requirements may vary for
different segments. A lower operating margin can
also be offset by a higher rate of capital turnover. 

In the Ericsson organization, all the different

units – business units, product units, and market
units – have a distinct profitability responsibility.
This means that each unit, in addition to being
responsible for profit, is also responsible for its
share of capital employed.

 

A very strong fourth quarter with record levels of
orders, sales, income and cash flow made the year’s
results better than expected. 

We did not successfully fulfill all our long-term
objectives in , mainly due to the weak perfor-
mance during the first half of the year.
• The sales growth was  percent for comparable

units vs. target + percent.
• We reached a positive cash flow before acquisi-

tions, sek +. b.
• We reached a capital turnover of . turns vs.

target ..
• roce at  percent was slightly below the targe-

ted ‒ percent.
• Operating margin at . percent of sales is below

the target of at least  percent.

  

Continued market growth is expected throughout
, where Ericsson will gain benefits from its
leading position in mobile telephony and the
growth in mobile Internet. 

Sales is expected to increase by more than 
percent, and earnings to show a substancial growth.
These objectives are intended to be achieved with a
positive cash flow. •

Ericsson to grow
faster than the market
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  the increasingly con-
verging data and telecommunications
markets is now proceeding extremely
rapidly. During , two factors were

more evident than any others in driving this trend:
continued and sharply accelerating growth of
mobile telephony and an equally rapid expansion in
Internet use. Both development trends are fueling a
sharp increase in demand for telecommunications –
to the benefit of Ericsson and other suppliers of the
world’s telecom operators.

The closing year of the s was the high point
– thus far, at least – of the momentous changes that
are transforming the global telecom industry. Over
the past decades, a wave of privatization and deregu-
lation has swept the world and triggered a global-
ization of the major telecom operators. Globaliza-
tion, in turn, has prompted many mergers, acquisi-
tions, partnerships and strategic alliances among
operators. At the same time, fantastic opportunities
are being created for new operators to establish
themselves in the market, often as niche operators in
one of the many data and telecom market segments
or as operators in a limited geographical region.

The global alliances, which to an increasing
degree are shaping the market, also include compa-
nies that are not traditional telecom companies.
Internet companies, entertainment companies and
companies with a clear datacom focus are more and
more frequently included in the new alliances. The
boundaries between data and telecom and the
media industry are becoming increasingly blurred.

-

at&t is one of the very large operators that has
been extremely active during  in building new
alliances. Together with bt, the company started
the joint venture Concert for the two operators’
international operations. Through acquisitions of,
or partnerships with, several cable tv companies,
at&t has gained direct access in its home market
to millions of U.S. homes.

The mobile operators Vodafone and Airtouch
merged during the year. At the end of , Voda-
fone began an attempt to take over Mannesmann in
what could become the largest deal to date between
two telecom operators. The largest merger in the
history of telecommunications thus far took place in
October, when mci Worldcom acquired the Ameri-
can operator Sprint for usd  billion. This was one
of several examples of how fixed network operators
are trying to enter the lucrative wireless industry.

As restructuring and consolidation now begin to
transform the Internet access market also, the
major traditional operators are active in acquiring
newly started, successful isps (Internet Service
Providers).



Some major operators are beginning to outsource
portions of their operations to their suppliers. This
trend applies to established and new operators.
Cable & Wireless and Global Crossing are examples
of operators that in this manner increasingly focus
on their own core operations. Another clear trend,
on the other hand, is the growing business among
operators who take over telecom operations from
major corporate customers – in response to cus-
tomers outsourcing data and telecommunications
in order to focus on their core operations.

 

Several factors indicate that traffic growth in
mobile telephone networks is about to explode.
Prepaid calls, reduced charges for normal mobile
calls and a sharp increase in wireless data commu-
nications are important factors driving growth. In
some countries, prepaid service now accounts for
more than  percent of all traffic.

Internet and mobile
communications to explode

D
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The very strong growth in sales of Ericsson’s
mobile systems in North America during  is an
excellent example of how rapidly traffic can grow
when these trends take effect. The introduction of
gprs – which is a step toward next-generation
mobile telephony – and wap services are other
factors that will contribute strongly to traffic
growth in mobile networks over the coming years.

At year-end , there were nearly  million
mobile phone subscribers around the world, of
whom half use gsm systems. In early , the
number of mobile subscribers is expected to exceed
one billion. This massive increase, however, will be
dwarfed by the growth in traffic, which is expected
to increase by more than fivefold over the coming
five years.

    

In the fixed networks, the growth curve for tradi-
tional voice telephony is now starting to level off.
Instead, the already strong growth of data traffic in
these networks is accelerating, particularly in what
are called packet-switched networks, which today
are increasingly based on ip (Internet Protocol).
Traditional voice traffic continues to generate the
major share of operator revenues, but a rapid shift
toward lower call charges has begun.

Internet traffic plays an important role in traffic
growth in the fixed networks. During , the
number of Internet users in the world increased from
 to  million. By , nearly  million users
are expected to be connected to the Internet. At the
same time, the average time that Internet users are
connected is increasing by  percent annually.

During , this resulted in a sharp increase in

the demand for established solutions for increasing
bandwidth, such as isdn and adsl. Similarly,
investments in next-generation atm- and ip-based
networks began to gain momentum.

  

Less and less of the value of a mobile phone lies in
the unit itself. As with personal computers, appli-
cations and software now account for an ever-
greater proportion of the value of the product.
Manufacturers are already developing increasingly
sophisticated products and are increasing the num-
ber of functions in phones.

The assortment of mobile phones – or more accu-
rately, mobile terminals – is increasing dramatically,
and this trend will continue. Tomorrow’s mobile
phones may be built into portable cd players,
watches, cameras, pocket computers and similar
devices. This also means that the major manufactur-
ers of such products will become competitors to
companies like Ericsson, Nokia and Motorola but
also that these companies’ demands for Ericsson’s
products for wireless communication will increase.

In such a situation, the brand is increasingly
important. This is why Ericsson over the past few
years has been investing so heavily in strengthen-
ing its brand. These investments are only begin-
ning, but they have already produced tangible and
positive results.

   

More and more of Ericsson’s customers are express-
ing interest in how their suppliers manage environ-
mental issues. These issues influence customers’
purchasing decisions to an increasing extent. This
is a positive trend for Ericsson, which is well posi-
tioned to take advantage of interest for the environ-
ment both in its branding and with respect to
strengthening the Company’s image in general.
Ericsson has long given environmental concerns
high priority and can point to major achievement
in this area.

Efforts to reduce the environmental impact of
production and of finished products is good busi-
ness. Ericsson has found many clear correlations
between the efficient use of resources and cost-
effectiveness.

  

Extensive press coverage has actively contributed to
that individual consumers now and then express
concern for their health and safety when using
mobile phones and installing radio base stations.

Ericsson supports research in the field, through,
among others, the World Health Organization
(who). •

MARKET AND BUSINESS CONDITIONS – TODAY

MC218, separate WAP-based PDA (personal digital assistant), 
based on Psion 5.


