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Annual General Meeting

The Annual General Meeting will be held in
the Berwald Hall, Strandvagen 69, Stock-
holm, at 5.00 p.m. Tuesday, May 8,1990,
For further information, see page 57,
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The U.S.A. is one of Ericsson’s most important
markets for cellular mobile telephone systems.
Nearly every forth mobile subscriber in the U.S.A.
is calling in a system from Ericsson. The systems
consist of radio base stations which are tied
together by AXE switches. This radio base
station operates in Los Angeles.

Fact panels

This annual report has been written for
a broad target group of shareholders,
including both those who have, and
those who lack professional back-
ground knowledge. A number of tech-
nical and economic terms in the text
are explained in special side bars in
order to make this report easier to
read. Explanations of this sort cannot
always be complete, however, forwhich
we request your indulgence. If you
would like further information, please
feel free to contact the Ericsson Inve-
stor Relations functions. (See page 56)
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Telefonaktiebolaget LM Ericsson
Annual Report 1989

(SEK m. = millions of Swedish kronor)

Highlights - . ) R
o 1989 1988 Percent
SEKm. SEKm. change
Netsales i 39549 81,207 2
Order bookings 42045 35633 18
Order backlog at year-end ) 29426 26876 9
Income bef_o_ré_@rqpriatio_n_s and taxes 3715 1840 102
Adjusted net income per share after taxes paid, SEK 58.34 27.06 116
after full conversion R 55.35 24.07 130
Adjﬁsté& 'net"imne_per share after paid and estimated T
deferred taxes on appropriations, SEK 53.81 31.29 72
after full conversion - 5118 27.79 84
Dividend per share, SEK ' 14.00° 10.50 33

* For 1989, proposed by the Board of Directors

ISDN (Integrated Services Digital Network) installed by Jydsk Telefoni A/S in Arhus, Denmark. Practical
experiments with this type of simultaneous transmission of voice and data are under way in many parts of
the world.

Net income doubled

Consolidated net income before appropriations
and taxes doubled, compared with 1988,
following a substantial increase in net sales and
a simultaneous improvement in margins. As a
result of continuing improvements in operating
efficiency, general expenses as a percentage of
sales declined slightly despite increasing tech-
nical development costs. A positive cash flow
made it possible to reduce net interest expense
sharply, and further strengthened Ericsson's
equity ratio.

Continuing internationalization, with Europe
as a domestic market

The increase in Ericsson's net sales resulted
from larger volumes of business, notably in
Western Europe but also in North America,
Australia and certain Asian countries. At the
same time, the volume of sales in Sweden was
largely unchanged. This represented a continued
internationalization of operations, with a further
shift of emphasis towards activities in markets
outside Sweden. Net sales in Sweden in 1989
amounted to 15.7 percent of total invoicing,
compared with 19.2 percent a year earlier.
Nearly half of Ericsson's net sales were in
European markets, excluding Sweden. All of
Europe has thereby become more and more
Ericsson's actual home market.

AXE and other Ericsson systems gain larger
market shares

During 1989, a total of 5.3 million lines of local
switching equipment based on Ericsson technol-
ogy, equal to 13 percent of the world market,
were installed. In the preceding year, 3.9 million
lines, which then accounted for a 10-percent
market share, were installed. Installations of AXE
equipment for transit traffic and for special appli-
cations in networks also increased.

Ericsson maintained its leading position in the
world as a supplier of systems for mobile tele-
phony. As of January 1, 1990, 40 percent of the
6.5 million mobile telephones in service, were
linked to Ericsson systems.

A total of 3.1 million lines of Ericsson's MD110
digital subscriber exchange system have now
been installed of which 800,000 during 1989.

An additional 300,000 lines of smaller subscriber
exchanges were also installed. In all, Ericsson
had an 8.5 percent share of this market,
compared with 7.5 percent in 1988.

Breakthrough for AXE in the U.S.

1989 was a breakthrough year for the AXE
system in the important market for local exchang-
es in the United States. At the beginning of 1990
Ericsson had the status of approved vendor to
three of the seven regional Bell operating
companies.

Joint venture with General Electric
Ericsson's marketing prospects in the U.S. were
further strengthened through a joint-venture
agreement with General Electric Company (GE)
in the field of mobile communications. Ericsson
GE Mobile Communications, in which Ericsson
holds a 60-percent interest and GE 40 percent,
makes Ericsson the world's second-largest
supplier in the field of mobile communications.



Ericsson is an international leader in
telecommunications. Ericsson is recognized
for its advanced systems and products for
wired and mobile communications in public
and private networks. Ericsson is also a
leading supplier of electronic defense
systems.

The Parent Company, Telefonaktiebolaget
LM Ericsson, and Ericsson's world head-
quarters are located in Stockholm, Sweden.

Development of a new cordless telephone, the
DCT 900, was completed in 1989. With this
instrument, which will be introduced in 1990,
employees in a company or other organization can
move about freely in an office building or plant and
still make and receive calls via a subscriber
exchange.
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Ericsson in Brief

Ericsson has 70,000 employees and
operations in 80 countries.

Expenditures for research and development
(R&D) during 1989 amounted to SEK 4.3
billion, corresponding to 11 percent of net
sales.

The share capital of the Parent Company at
December 31, 1989 was SEK 2,049 m.,
represented by 40,974,934 shares, each
with a par value of SEK 50. Shareholders
outside Sweden own approximately 25
percent of the shares.

Ericsson's operations are organized in six
business areas: Public Telecommunications,
Radio Communications, Business Commu-
nications, Cable and Network, Components,
and Defense Systems.

Activities are focused on geographical areas
in which Ericsson can achieve major market
shares. Ericsson operates as a local
company in each market, often establishing
local production and technical development
facilities.

Ericsson's sales in 1989 amounted to SEK
39,549 m.




Sales to external customers,
by Business Area, percent

of sales, percent

Public Tele-

43.7 (43.7) communications

Radio
20.4 (15.2) Communications

Geographic distribution

Europe,
48.4 (48.4) excl. Sweden

3) Communication

13.2(%)

Business

Cable and
Network

1.8(2.3) Components

8.2(8.1) Defense Systems

0.3(1.4) Other Operations

* Compared with 18 percent in 1988,

Net sales/Order bookings, SEkm

45,000

Income before appropriations
and taxes, SEkm

15.7 (19.2) Sweden

9.6(7.1) USA and Canada

8.8 (9.7) Latin Amerika

Asia, excl

6.3(4.2) the Middle East

Australia,
New Zealand

5.8(5.8) and Ocearia

3.1(3.4) The Middle East

23(2.2) Africa

Adjusted net income per share after
actual taxes, SEk

4,500 0
40,000
60
35,000
S0
30,000
25,000 40
20,000 30
15,000
20
B
10,000 Met sales
10
5,000 =
Order bookings

85 86 87 88 89

Sales increased 26 percent. Units added in connection
with an agreement with GE were consolidated in
Ericsson's accounts. Sales of comparable units rose
25 percent. Order bookings increased 18 percent.

For comparable units, the increase was 13 percent.

Return on equity and capital employed, %

30.0

25.0

Return on capital

/ employed
200
15.0 / /

10.0

Return on equity

5.0

85 86 87 88 89

Income more than doubled, amounting
to SEK 3,715m. (1,840).

Cash flow before external financing, sekm

3.000

85 86 87 88 89

Profit per share rose as a result of the improvement
inincome and a reduction in tax rates.

Equity ratio

45

40

35

85 86 87 88 89

The return on equity improved sharply 17.3 (11.5) percent.

Capital Employed increased from 16 percent in 1988 to
23.8 percent in 1989.

85 86 &7 88 89

Cash flow was positive and amounted to MSEK 229,

85 B6 87 88 89

The improvement in Ericsson’s equity ratio continued
during 1989 and increased from 33.7 percent to 37.8
percent.



Chief Executive Officer’'s Comments

A Solid Platform for the Nineties

For Ericsson, the decade of the
Eighties was an eventful one, with
challenges and major and important
changes. It was a decade with a great
many trials, but also many successes.

Data processing and information
technologies, earlier exclusively the
province of specialists, were adopted
widely throughout society. It was
possible to computerize everything,
and computerization was something
everyone would be able to handle.

Data communications became an
increasing part of telecommunications
traffic. It was natural for telecommuni-
cations companies to participate in
this development and shape the
standards that would apply later.
Viewed in retrospect, it was a useful
experience for us, but rather costly.

The monopolies in the telecommu-
nications field began to disappear and
the pace of deregulation accelerated.
We acquired a new category of cus-
tomers, with many operating compa-
nies alongside the traditional telecom
administrations. More markets were
opened, users imposed new de-
mands, and competition stiffened.

It was clearly important for Ericsson
to enter the new markets where the
greater part of the growth would
occur, and where customers demand
would be the driving force behind
Bjorn Svedberg tomorrow's telecommunications.




The concentrated marketing invest-
ments we made in Western Europe,
North America and Australia, together
with the continuing programs in
expanding markets in other parts of
the world,were important investments
in the future. Today, they constitute an
essential part of Ericsson’s platform.

Ericsson’s AXE switching system
had been launched during the Seven-
ties and had rapidly become a techno-
logical success. The challenge in the
Eighties was to not lose our lead in
development work but, rather to
anticipate future customer needs and
allocate adequate resources for
continuing development programs.

Viewed in today's perspective, it
was essential that our investments in
technical development never de-
creased, but instead increased, during
the Eighties, despite some difficult
years.

A firm strategy, coupled with a flex-
ible organization that makes it possible
to take advantage of opportunities that
arise, are other important parts of
Ericsson’s platform for the Nineties.
Our clear concentration on telecommu-
nications, with the focus on advanced
systems, is making us highly competi-
tive today. We can offer complete solu-
tions in both fixed and radio-based
communications via public and private
networks.

There are today 70,000 employees
within Ericsson. We are all proud to be
participating actively in the develop-
ment of society throughout the world,
since there is a direct connection
between the expansion of a country’s
telecommunications system and its
economic, social and industrial
development.

To further strengthen Ericsson, we
have devoted much effort to matters
involving corporate culture and values,
areas in which the key concepts are
professionalism, respect and persever-
ance. Continuing success depends on
our being part of a team, on working
well together, and on having strong
faith in the future.

We have this strong faith in the
future. And we know that our solid
platform for the competitive Nineties is
being created through common
efforts.

We are entering the last decade of
the century as a much stronger com-
pany. We are established in most of
the fastest-growing markets. We are
well equipped in terms of our future
offerings of systems and products.
And our financial position provides the
staying power that is required.

Lars Ramqvist has been designated
as my successor as President in con-
nection with my nomination to be-
come Chairman of Ericsson. It is ex-
ceptionally gratifying to me to be able
to pass the baton to a person who
has worked in our various operations
for a long time. | am convinced that
he will move Ericsson forward with a
firm and dynamic hand.

Ericsson has every prerequisite to
become an even stronger enterprise
during the Nineties.

/. —

Bjtrm Svedberg



Local line/subscriber line

The connection between the subscriber's ter-
minal, usually a telephone instrument, and the
end station (local exchange) to which the sub-
scriberis linked. The statement that * 5.3 miliion
local lines were installed” means that local
exchanges with a capacity to connect 5.3 mil-
lion subscribers were installed.

Digital technology

Handling of information that has been convert-
ed to a code that normally consists of a se-
quence of zeroes and ones. This technology
makes it possible to transmit voice, images and
data over the same line.

Fiber optics

A technique for transmitting light signals via
fibers made of transparent materials such as
glass or plastics. Fiber optic cables are usedto
transmit digital signals representing voice, im-
ages or data. The light source is often a laser.
Fibers permit high transmission capacity.

Broadband

The term indicates a network having a high
capacity, e.g. for handling high speed data
transport or television.

Megabit/second

A measurement of the transmission capacity
of, for example, a transmission line. A capacity
of 140 Mbit/second is adequate to transmit
1,980 voice channels simultaneousky.

ISDN

A digital telecommunications network, de-
signed to international standards, in which
voice and data services can be transmitted via
the same subscriber line.

Intelligent network

A telecommunications network in which cer-
tain types of services can be programmed by
the telephone operating company and made
available rapidly to users.

Year in Review

The Telecommunications Industry

Continued growth - but at a slower rate
Telecommunications has always been an
industry with stable growth, even if there
have occasionally been exceptions in certain
product areas or geographical markets. The
industry’s total sales increased ten percent
annually during the latter part of the Eighties.

Increased investments in communications
continued to be made in Western Europe,
notably in such important markets for
Ericsson as Spain, Italy and The Netherlands.
At the same time, there were also countries
in which all or parts of the market decreased.
The market for telephone exchanges in the
United States is one example.

Growth will continue during the Nineties,
but most forecasts indicate a lower rate of
increase. This applies primarily to invest-
ments in public switching segment, which
today accounts for one fourth of the indus-
try's total sales. Much more rapid growth is
foreseen for data communications and
mobile communications, fields that are cur-
rently relatively small but which will constitute
an increasing percentage of the total market
in the future.

A 700-billion kronor market

Total investments in the telecommunications
field throughout the world amounted to
around SEK 700 billion in 1989. In addition to
capital expenditures for telecommunications
networks, this includes all types of systems
and equipment connected to networks.

As the decade of the Nineties opened, the
worldwide telecommunications network had
been expanded to comprise telephone
exchanges with about 500 million subscriber
lines. To these lines are connected tele-
phones, subscriber exchanges and such
other equipment as telefax machines and
data terminals. Common voice communica-
tion is still totally dominant in telecom
networks, however, and will continue to be
for the foreseeable future.

Slightly more than 60 percent of the 41
million local lines installed in 1989 represent-
ed expansion of service to new subscribers.
The remainder involved changeovers from
older technologies to new digital technology
with higher capacity and a greater variety of
services.

In certain countries with high telephone
densities and strong customer demand, the
replacement market is already larger than the
market for new installations. Customers are
demanding that networks not only offer
capacity for ordinary voice communication
but for many other telecommunications
services as well, and not least for data trans-
mission by companies.

The technology is available -
the market controls

Technical development has today reached
the stage where it is possible to meet all the
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demands the market poses. One of the
most important tasks for communications
companies is to create practical and
economical solutions in order to utilize this
technology in the best possible manner.
Subscribers want new services that are as
inexpensive as possible, and operating
companies want cost-effective networks and
organizations.

Fiber optics is one example of a technolo-
gy that is reducing costs. Because it offers
extremely high transmission capacity, it will
gradually become cheaper to build networks
with fiber optic cable.

Apart from the fact that networks must be
steadily expanded, it is also necessary to
continuously increase transmission speeds
in order to obtain the capacity to transmit
ever-increasing amounts of information.
Broadband networks, which are coming
during the Nineties, are being built to handle
140 Megabit /second, making it possible to
transmit both voice and images simulta-
neously over the same line.

ISDN (Integrated Services Digital Net-
work) is a first step towards broadband
networks. Practical experiments with this
type of simultaneous transmission of voice
and data are under way in many countries.

Intelligent network is another term used in
telecommunications. Via a telephone, a
subscriber can have access to many extra
services through a central data base. Such
services may range from booking tickets to
checking credit cards, or specifying the
incoming calls a person wants to accept.



Demonstration room for DCC (Digital Cross Connect
telecom administrations to control and monitor an ent
capacity can thereby by utilized more efficiently and, in t
can be redirected without interrupting service. DCC ¢

a central point.
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Cellular mobile telephony

Mabile telephone systems consisting of radio

base stations that are linked together by means

of special telephone exchanges. Each base

station covers a geographical area called a’
“cell”. When a subscriber moves from one cell

to another in a cellular mobile telephone sy-

stem, the callis automatically transferred to the

"new" cell via the base station there.

Rapid development of mobile
communications

Radio technology has made it possible to be
mobile and still be able to communicate. In
cellular mobile telephony, this technology is
being applied in a practical manner that
satisfies users’ requirements.

In January 1990 there were 6.5 million
subscribers in mobile telephone systems,
five times more than three years earlier. The
rate of increase is expected to continue to
rise in the future as systems are expanded
and larger volumes result in lower costs for
subscribers.

The ability to use the same telephone for
communications spanning large geographi-
cal areas is the next step, and this will be
possible in Europe in a few years. Procure-
ment of equipment for the Pan-European
digital mobile telephone system that will
begin to be placed in service in 1991 started
during 1989. Nearly all countries in Western
Europe are participating in this project.

Comparable digital systems covering large
geographical areas are being planned in
other parts of the world, including North
America where a common standard has also
been adopted.

The most recent generations of mobile
telephones are pocket-size and have an
effective talk time that would not have
seemed possible a few years ago.

Pocket phones for the office

As a complement to cellular mobile tele-
phones that are designed for use during
rapid movement over large areas, simpler
and less expensive personal telephones are
being introduced in the early Nineties. They
weigh half as much as today's lightest
mobile telephones and they have considera-
bly longer talk time per battery charge. They
also cost less and are cheaper to use.

The cordless personal telephones are
initially designed to be used via subscriber
exchanges as a means of giving employees
greater mobility in their places of work. A
common European standard for this type of
telephone is being developed by ETSI
(European Telecommunications Standards
Institute). This standard, designated DECT
(Digital European Cordless Telecommunica-
tions), is expected to be ready in 1992. It will
then be possible, via special base stations,
to also use the personal telephones in
locations outside a company’s premises.

Need for common standards
Technology is not a limiting factor where
communications systems of the future are
concerned, nor is the ability to develop and
manufacture products that satisfy custom-
ers’ wants. In contrast, a lack of common
standards can be restrictive when new areas
are involved. Accordingly, a number of orga-
nizations in Europe and other parts of the
world are working on these matters.

The communications world recognized the
need for a common standard at an early

stage. Today, nearly everywhere, a person
can lift a telephone receiver and establish
direct contact with any part of the world. The
world’s telephone network is actually the
largest globally linked machine that Man has
produced, and there are virtually no limits to
the expansion of this machine.

Ericsson's Direction

Consistent strategy

Ericsson has a consistent and long-term
strategy for achieving its objective to
become the leading international supplier of
advanced systems and services for telecom-
munications networks.This strategy is deeply
rooted in the organization and permeates all
internal activities.

The most important element in the strat-
egy is the concentration on telecommunica-
tions.

Ericsson’s management has elected to
operate in a committed manner within one
single industry. This is especially important in
the complex telecommunications business,
where technical development and change
occur more rapidly than in most other fields.

Systems know-how, international experi-
ence and customer-orientation are important
key concepts when it comes to further
strengthening Ericsson's position in the
world market.

The restructuring of Ericsson that has
taken place in recent years, and which
accounts for the sharply improved trend of
income, has been fully in line with the long-
term strategy. And this work is not com-
plete; it is, rather, a continuing process.



All trading on the Amsterdam Stock Exchange is still conducted on the floor of
the Exchange. Communications is handled via an MD110 Financial Systems
exchange. Ericsson has installed ERIPAX data networks in the stock exchanges
in London, Stockholm, Helsinki, Milan and Frankfurt am Main.
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Installed base
The total number of products or systems of a
certain type that have been installed.

SCP
Centrally located computer eqguipment con-
taining the program, network and subscriber
data required to enable the network to offer a
broad range of services in the intelligent net-
work.
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Customer-orientation

Truly listening to customer demands is a
basic prerequisite for the foresight that is
required in planning and development. It is
also important for a system supplier to have
long-term relations with customers in order
to be able to assume responsibility for total
communications approaches.

It is more a matter of marketing a cooper-
ation that extends over a number of years
than of marketing individual products. Most
contracts that a company signs are follow-
up orders for expansions of existing
systems.

Ericsson is the company with the broad-
est international platform and has, as a con-
sequence, a comprehensive installed base
upon which to build. This offers the best
prospects for increased volumes of business
in both public telecommunications and
mobile telephony, and now, to an increasing
degree, in business communications as well.

Market development

During the latter part of the Eighties Ericsson
has achieved an ever-stronger position in
the industrialized portion of the world where
the largest investments in telecommunica-
tions are being made. This is a result of
deliberate efforts and investments.

Major successes in the U.S.

Ericsson has recorded major successes in
the field of mobile telephony in the U.S. in
recent years. During 1989, important break-
throughs were also achieved in public tele-
communications. Ericsson's long-term in-
vestments are now yielding results and there
is every prospect for good profitability. The
joint venture agreement with GE in the field
of mobile communications further strength-
ens Ericsson’s position.

During the autumn and around the end of
1989 contracts were signed covering deliv-
eries of telephone exchanges for the local-
exchange market to three Bell operating
companies. Ericsson’s status as vendor to
three of the seven Bell companies has not
only yielded important initial orders but, most
important, offers continuing opportunities to
bid in these important markets. Calculated
in terms of installed lines, all seven Bell com-
panies rank among the world's 15 largest
telephone administrations and operating
companies.

In addition to AXE orders for the American
local-exchange market, Ericsson also
received important contracts for AXE switch-
ing systems for special services. These
included an order from Ameritech for an
AXE-based SCP (Service Control Point) for
central control of advanced telecom services
in intelligent networks.

Ericsson’s largest market for mobile tele-
phone systems is the U.S. Half of the
world’'s mobile phones are in this region, and
there is strong demand for expansion.

Ericsson is conducting intensive research in the
fiber optics field. Absoclutely pure quartz glass,
heated to 2,100 Centigrade, is produced at
Ericsson Cables' laboratory in Hudiksvall. The
glowing rods are drawn to form 40-kilometer
long glass fibers as thin as a human hair,

Marketing prospects will be further improved
as a result of the cooperation with GE. The
production of base stations for the American
market will be transferred to the U.S. pro-
duction unit that is part of the joint venture.

The U.S. is also an important market for
business communications systems. The
MD110 subscriber exchange has proved to
be especially suitable for companies and
organizations with widely dispersed opera-
tions, but which still require a central
exchange.

The European Community (EC)

Ericsson systematically strengthened its
position within the European Community
during the Eighties. This occurred through
acquisitions of companies and marketing
investments in various forms. The strong
growth in the area of telecommunications in
EC countries provided the background for
these efforts.

This trend will continue when the Single
Market becomes a reality. In this process,
telecommunications is playing an ever-great-
er role in removing boundaries and barriers
to trading in goods and services, and in pro-
moting freedom of movement of labor and
capital.

Ericsson had sales of SEK 16.5 billion, or
about 40 percent of its total invoicing, within
the EC in 1989. Nearly 20,000 of Ericsson’s
70,000 employees are located in the EC.

Ericsson, with 18 plants in eight EC coun-
tries, has made major investments in devel-
opment programs, production and market-
ing in the 12 member nations. Most of the



SIELTE, one of Ericsson's Italian subsidiaries, has
installed microwave equipment in an advanced
military communications network in the Italian Alps.




AXE, world survey.

Number of local and transit lines installed
per annum (excl. cellular), millions.

85 86 87 88 89
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Total AXE lines
installed

Dec, 31, 1989
25.320.653

25|

Mumber of lines
installed

Local lines
installed

products sold to EC customers are also pro-
duced within the Community. A substantial
percentage of components are purchased
from subsuppliers within the EC. Capital
expenditures for property, plant and equip-
ment in the EC account for more than 30
percent of Ericsson’s total investments.

The investments in research, development
and training have been increasing sharply.
Substantial R&D programs, in which a total of
2,200 persons are involved, are under way in
Denmark, France, Ireland, ltaly, The Nether-
lands, Spain and Great Britain.

Ericsson's training centers in Great Biritain,
Ireland, Denmark and Italy have the capacity
of providing instruction for 2,500 students
annually from both customers and Ericsson
companies.

Ericsson's position as one of the leading
telecommunications companies within the
European Community is also confirmed by its
participation in 17 different projects within the
framework of the EC's RACE (Research in
Advanced Communications in Europe) pro-
gram for broadband communications of the
future. Ericsson has primary responsibility for
seven of these projects, in which its subsidia-
ries in five EC countries are working with
administrations, universities and competitors.

The need for more rapid production of well-
defined standards underlay the formation of
ETSI, in which Ericsson is participating
actively in work on new standards for the
"European telecommunications networks.”
Ericsson is also participating in the ECMA
(European Computer Manufacturers Associa-
tion) program for standardization in business
communications and the ESPA (Association
of European Manufacturers of Pocket Com-
munication Systems) program for standardi-
zation in the area of the personal paging
systems and cordless personal telephones.

New market situation in Eastern Europe
Political changes in Eastern Europe have also
altered market conditions for telecommunica-
tions. There are a total of 50 million installed
lines in all of Eastern Europe, and another
100 million lines would be required to achieve
the same telephone density as in Western
Europe.

Expansion today is at the rate of three
million lines a year, but there are plans to
increase this to eight million in 1995,

AXE switching systems have already been
installed in Hungary, where Ericsson will also
supply a cellular mobile telephone system.
AXE has been installed in Czechoslovakia and
the Soviet Union via Ericsson's licensee,
Nicola Tesla, in Yugoslavia. The MD110 sub-
scriber exchange has been ordered in Poland
and Czechoslovakia.

Ericsson is actively exploring opportunities
to increase business with the countries in
Eastern Europe, now that the COCOM
regulations that hampered the export of
modern technology to Eastern Europe are
being liberalized. Financing is a problem in
these countries, however,

Comprehensive planning is required in connection
with the construction of a mobile telephone network.
Computer-produced maps, below, show the location
of various radio base stations in Los Angeles and the
areas (cells) they cover.

& S

Australia - Important technology center
Ericsson has been well established in Australia
for many years. The subsidiary there operates
in all respects as a domestic company. There
is comprehensive cooperation and exchange
of information at the university level, which
facilitates Ericsson's recruiting of qualified
personnel. Important company-wide research
projects are also assigned to Ericsson in
Australia.

Ericsson has for many years cooperated

- with Australian Telecom on a nationwide ISDN

project. This has provided valuable experience
that is applicable in other markets, particularly
with respect to determining the amount of
demand on the part of subscribers and the
type of services desired.

Widespread international presence
Ericsson has substantial operations in Asia
and Latin America, as well as in a number of
African countries, primarily in North Africa.

Southeast Asia is a rapidly expanding
region in which Ericsson has always had a
broad market presence. After having partici-
pated in building up the wired telecommunica-
tions network in the region, Ericsson has been
entrusted to continue with networks for mobile
telephony in many of these countries. There
are also many important markets for Ericsson
in Latin America — Mexico and Brazil in
particular.



Mobile data communications via Mobitex, a system
jointly developed by the Swedish Telecommunica-
tions Administration and Ericsson. This system is in
operation in Sweden, Finland and Norway, and
large country wide systems will soon open up in
Canada, the U.S.A. and Great Britain.

(lower photo)




MD110, world survey.
Number of lines installed, per annum,
thousands.
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Cellular mobile telephone systems,
world survey. Subscribers in Ericsson
system, per annum, thousands.

1.000
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800 Total Dec 31,1989
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700 in Ericsson systems
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Transit exchange

Transit, or trunk, exchanges are used to con-
nect calls between communities in the same
country, while international exchanges set up
calls to and from communities in other coun-
tries.

STP ;

A switching exchange that handles the net-
work's signaling traffic - the signals that control
connections and disconnections within the
network — among other functions.

Microwave link

A radio link by means of which information is
transmitted, using radio waves with extremely
short wavelengths, so-called microwaves.
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Increased market share for AXE

During 1989, 5.3 million local lines, equal to
13 percent of the world market, were
installed. A year earlier, 3.9 million lines,
which then represented a 10-percent share
of the market, had been installed. The most
important reason why Ericsson succeeded
in increasing its share of the market more
than any other competitor lies in the broad
international acceptance of the AXE system
and the lack of dependence on individual,
dominant markets.

Ericsson’s principal competitors in this
field include AT&T (U.S.), Northern Telecom
(Canada) and Alcatel (France), all of which
have larger market shares than Ericsson.
NEC (Japan) and Siemens (West Germany)
are competitors with smaller shares of the
market.

AXE exchanges are also installed for use
as transit exchange, international exchange
and for such special telecom network appli-
cations as STP (Signaling Transfer Point) and
SCP (Service Control Point) functions. Sub-
stantial volumes of AXE equipment are also
installed as exchanges in mobile telephone
systems.

Mobile telephony - Continued rapid
expansion

The market for mobile telephony continues
to grow at a very rapid rate. The number of
subscribers served by these systems, based
on figures compiled in January of each year,
were as follows: 1987, 1.3 million; 1988, 2.3
million; 1989, 3.9 million; and 1990, 6.5
million. Ericsson has succeeded in maintain-
ing a 40-percent share of this fast-growing
market and has thereby retained its world
leadership position in the systems field.

Ericsson's special strength lies in its
mastery of the entire field, from the exchang-
es (AXE) at the core of the system, through
the radio base stations to telephone instru-
ments themselves. None of its competitors
have the same broad expertise.

The most important competitors in this
systems field are the two American compa-
nies, Motorola and AT&T, and NEC, the
Japanese company.

800,000 MD110 lines installed in 1989
The digital MD110 subscriber exchange now
has an installed base of 3.1 million lines. A
total of 800,000 lines were installed during
1989, an increase compared with 1988
installations. An additional 300,000 lines of
smaller exchanges were also installed.

Throughout the world, a total of 13 million
lines were installed, which gives Ericsson an
8.5-percent share of the market, compared
with 7.5 percent a year earlier.

This market continues to be highly com-
petitive, with small and medium-size suppli-
ers being forced out. The main competitors
in Europe are Siemens and Alcatel. Ericsson
also competes with Northern Telecom, AT&T
and NEC in the rest of the world market.
Ericsson's strength is its ability to deliver

GIRAFFE is the designation for a family of
Ericsson mobile air defense search radars. This
version, the GIRAFFE 50AT (All Terrain), was
developed for the Norwegian Air Defense.
Various versions of GIRAFFE have been delivered
to about fifteen countries.

complete solutions to the communications
requirements of large companies and orga-
nizations. The MD110 and the Eripax data
network allow great flexibility in link-ups with
other products. Strong demand for sub-
scriber exchanges in combination with cord-
less personal telephones — a development
for which the MD110 exchange is equipped
— is foreseen during the Nineties. Already in
1990, Ericsson will introduce the DCT 900, a
cordless telephone weighing 190 grams and
offering six hours of talk time.

Ericsson systems complement

each other

Public telecommunications, mobile telepho-
ny and business communications are fields
which now increasingly complement each
other. Today, companies and organizations
can choose between installing their own
exchanges or obtaining the same services
with a Centrex system via the public AXE
network.

As fixed public networks are being
expanded, radio technology is beginning to
be used to an increasing degree instead of
traditional cable-laying. Radio technology is
also being used for transmission via
microwave links.

Networks for mobile communications are
controlled through AXE exchanges. In the
new networks for personal telephones - the



DCT 900 and the DECT system that will come
later — the MD110 subscriber exchange will be
the key unit.

In the deregulated market, the same opera-
tors often turn to suppliers of public systems,
private systems and radio-based systems.

Ericsson's great strength is based on its
expertise in all these systems. The various
system areas within the organization work
together. There is a common Ericsson
resource for the supply of components and
there is also a business area that specializes
in network planning, construction and installa-
tion. This business area is also responsible
for the production of cable, including fiber
optical cable.

Thus, Ericsson can assume full respons-
ibility for a project. A customer has to deal
with only a single company in order to obtain
efficient telecommunications systems.

Trend of Corporate Finances

Strong increase in volume
and improved margins
Sharply rising demand for Ericsson’s prod-
ucts, notably in Western Europe, resulted in
a substantial increase in net sales. Despite
the severe competition in the telecommunica-
tions market, Ericsson succeeded in raising its
margins. This was due primarily to very high
utilization of plant capacity combined with
continuing increases in the efficiency of pro-
duction processes and procurement routines.
General expenses for technical develop-
ment work rose more sharply than other gen-
eral costs as a result of the ever-greater de-
mands imposed on Ericsson products by
customers. Overall, however, general expen-
ses as a percentage of sales were reduced
slightly, thanks to continuing intensive
programs to improve cost-effectiveness.

Continued financial improvement

The determined efforts to improve the rate of
capital turnover continued, resulting in a posi-
tive cash flow despite the strong expansion.
Net financial expense was thereby reduced
sharply and the equity ratio was further
strengthened, providing a sound base for
Ericsson’s continued growth.

An important Ericsson objective is to
achieve a good return on shareholders’
equity. This will be accomplished by genera-
ting income and cash flow that permits
sound financing of growth.

Income per share must make an invest-
ment in Ericsson attractive. A favorable trend
of earnings should therefore be reflected in
higher dividends to shareholders.

Development of the finance function

The deregulation of currency controls in
Sweden, together with Ericsson's continuing
strong liquidity, resulted in increased iending
to subsidiaries and to a corresponding
repayment of external bank loans. This financ-
ing has been channelled largely through

wholly or partially owned finance companies
in Ireland, Switzerland and Italy.

In order to improve efficiency in handling
liquidity and currency matters, the Corporate
Treasury staff at the Head Office in Stockholm
was reorganized during the year. A separate
profit center, Ericsson Treasury Services,
was formed.This unit provides internal
banking services and financial counselling to
Ericsson companies on commercial terms.
The unit reported favorable results.

With a view to coordinating Ericsson’s
insurance programs and benefitting from
pending EC regulations, a wholly owned
direct-writing insurance company was
formed in Ireland during the autumn. This
company will primarily insure Ericsson com-
panies in Europe against risks of property
damage, consequential loss, transport and
installation losses, and liability claims.
Ericsson has had a wholly-owned
reinsurance company in Luxembourg for
some time.

Project and export financing

Various types of project financing, amounting
to about SEK 3,000 m., have been arranged
in support of Ericsson's export programs.
Among other transactions, financing pack-
ages involving leasing were arranged suc-
cessfully for customers in certain countries.
The associated finance company, LM
Ericsson Finans AB, played an active role in
these projects. Leasing contracts totaling
nearly SEK 700 m. were signed during the
year.

In export sales to certain countries,
demands are made for counter-trade in the
form of barter and other reciprocal agree-
ments. To manage these requirements effec-
tively, a coordinating group of experts has
been established within Corporate Treasury.

Due to the limited scope of the Swedish
Government's export guarantee system
(EKN), bids on export projects by manufac-
turing subsidiaries outside Sweden have to
an increasing degree been made by utilizing
export support programs in the host
countries.

Currency exposure

Ericsson's policy is to do the utmost to elimi-
nate its exposure to currency risks — which
are inherent in its commercial transactions -
through such financial activities as coordinat-
ing currency flows, matching short-term

“currency borrowing, arranging forward con-

tracts, etc. Because trading between the
Swedish and foreign companies takes place
in the currency of each country, currency
exposure within Ericsson is centralized in
Sweden to a high degree. The Swedish
companies clear their positions by means

of internal currency forward contracts with
Ericsson Treasury Services which, in turn,
covers net exposures through external con-
tracts.

Ericsson's Corporate Culture

Shared values

To perform as a unified, competitive enter-
prise, Ericsson must possess a sense of soli-
darity. There must be a strong corporate
culture that creates shared values.

This is also important to facilitate the rota-
tion of managers between various units within
Ericsson, and to ensure the efficiency of joint
development projects.

Intensive programs dealing with these mat-
ters have been conducted within Ericsson in
recent years. The basic approach has been
to identify the best common characteristics
and to then seek to reinforce them.

Professionalism, respect and perseverance
are key concepts for Ericsson's employees.
Getting all employees — wherever they may be
throughout the world — 1o identify with these
values is extremely important for Ericsson’s
future.

One of the most important tasks in the
Nineties will be to win the competition for the
most skilled employees, not merely when
external recruiting is involved but, most
important of all, when it comes to retaining
and developing all the personnel resources
that are already available within Ericsson.

Rate of capital turnover
Shows how many times per year that average
interest-bearing capital is turned over.

Cash flow

Indicates the surplus or deficit from ongoing
operations, calculated in monetary terms for a
given period.

Equity ratio

A measurement of a company's financial
strenght. Itindicates the percentage of a com-
pany's total capital that is shareholders' equity
({owed to the shareholders).

Direct-writing insurance

An insurance company issues policies in its
own name and consequently assumes liability
for any risk.

Reinsurance

An insurance company reduces risks it has
assumed through reinsurance in the interma-
tional market.

Associated company

A company in which Ericsson has at least 20
percent of the voting rights, but not more than |
50 percent.

Currency forward contracts

A contract to buy or sell foreign currency on a
| specified date, at a price agreed in advance.
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Board of Directors' Report

Income before appropriations

and taxes doubled

Sales and order bookings

Ericsson’s consolidated sales in 1989
amounted to SEK 39,549 m. (1988: SEK
31,297 m.), an increase of 26 percent. Addi-
tional units under an agreement with General
Electric Company (GE) in the United States
have been consolidated from July 1, 1989.
Consolidated sales on a comparable basis
rose 25 percent. Movements in foreign
exchange rates affected reported sales only
to an insignificant degree. Sales to customers
outside Sweden accounted for 84 (81) per-
cent of total invoicing.

Order bookings increased 18 percent, from
SEK 35,633 m. in 1988 to SEK 42,045 m. in
1989. The increase on a comparable basis
was 13 percent. The order backlog at year-
end was SEK 29,426 m. (26,876).

Income

Consolidated income before appropriations
and taxes more than doubled, amounting to
SEK 3,715 m. (1,840). Of this, net capital
gains in connection with the divestment of
shares and fixed assets accounted for

SEK 3 m., as against a net capital loss of
SEK 5 m. in 1988.

Operating income after depreciation was
SEK 4,557 m. (2,678). Ericsson’s share in
earnings of associated companies rose
sharply, to SEK 398 m. (241). The increase
is attributable mainly to an improvement in net
financial items in Ericsson do Brasil Comércio
e Industria. General expenses, which contain
an increasingly larger percentage of technical
development costs, rose in line with sales,
while depreciation increased somewhat more
rapidly as a result of increased investment in
assets with shorter economic lives.

Ericsson's net financial expense continued
to decline in 1989, to SEK 431 m., compared
with SEK 553 m. in 1988. The primary factor
in the improvement was the continued favor-
able cash flow as a consequence of the high-
er rate of capital turnover. This has made it
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possible to further reduce external borrowing.

Minority interest in income before appropri-
ations and taxes amounted to SEK 411 m.
(285). Ericsson's partly-owned subsidiaries
in Italy, in particular, reported improved earn-
ings. Minority interests in partly-owned com-
panies in the Radio Communications business
area, which are 40-percent owned by GE,
have been accounted for in the second half
of 1989.

The return.on capital employed, 23.8 (16.0)
percent, rose sharply for the fourth year in
a row. This was due to improvements in both
profit margins and the rate of capital turnover.

The return on shareholders’ equity, after
tax, 17.3 (11.5) percent also improved sharply,
despite an increase in shareholders’ equity
resulting from conversions. Actual taxes paid
relative to income before appropriations and
taxes declined to 37.2 (43.9) percent.

Income per share after actual taxes paid
and after full conversion increased to SEK
55.35 (24.07), due partly to the improvement
in income and, partly, to the relative reduction
in taxes paid.

Public Telecommunications reported a
strong improvement in income again in 1989.
Sales volumes rose strikingly, primarily in
Western Europe,and the world-leading posi-
tion of the AXE switching system was further
consolidated. Despite severe price competi-
tion, it was possible to improve margins.
Utilization of plant capacity was very high.

The growth in volume was particularly
strong in Radio Communications. As a result,
operating income improved significantly.
Operations in the field of mobile telephony
developed especially favorably, with major
successes in the North American market in
particular. However, the profitability in the
mobile radio and defense communications
sectors was unsatisfactory.

Business Communications achieved a
sharp improvement in both sales and operat-
ing income. Major sales successes were

Sales to external customers, by business area

recorded for the MD110 subscriber exchange,
mainly in Western Europe and Mexico.
Operating income of Cable and Network,
a merger of the former Network Engineering
and Construction and Cables, declined
as a result of the divestment of certain opera-
tions, combined with unsatisfactory profitability
in the Swedish network construction company.
However, the cable business in Sweden and
Svenska Elgrossist AB (SELGA), in which
Ericsson has a two-thirds interest, developed
very favorably.
Components again reported improved
operating income. The power supply
business developed especially favorably.
Defense Systems reported a loss. Some
improvement was noted for the Swedish
defense electronics company, despite high
costs for the Swedish JAS military aircraft
project. The trend of business in ltaly weak-
ened.

Financing
Ericsson's cash flow amounted to SEK 229 m.
(1,728) and was positive for the fourth year in
a row, resulting in a further decrease in net
interest expense. The rate of capital turnover
increased to 1.05 (0.90), which was due
primarily to a relative decrease in accounts
receivable to 32 (34) percent of sales. Inven-
tories declined to 24 (26) percent of sales.
The strengthening of Ericsson's equity
ratio that has occurred in recent years con-
tinued during 1989. At year-end, the ratio
was 37.8 (33.7) percent. The conversion of
debentures equivalent to 2,760,210 shares
pertaining to the convertible debenture loans
issued in U.S. dollars and Swiss francs in 1987
was a strong contributing factor. The entire
U.S. dollar loan and nearly all of the Swiss
franc loan have thereby been redeemed.
Between January 1, 1990 and February 15,
1990, debentures equivalent to 18,689 shares
were converted, These shares carry rights to
dividends in 1990.

L . 1989 1988  Pct. change
Public Telecommunications 17,280 13,677 26
Radio Communications” 8,062 4,745 69
Business Communications 4912 3,540 i 39
Cable and Network" ) 5,220 5643 =
Components 716 707 1
Defense Systems 3,252 2,548 28
Other EBeratir)_n:s_ B ) 107 437 :?E
Total ' 39,549 31,297 26

' Figures for preceding year are not comparable, due to organizational changes.



‘Financial net, SEKm.

Assets, SEKm.

42 000

Liabilities and equity, SEKm.

42 000

85 86 87 88 89

The convertible debenture loan in the
amount of SEK 626 m. issued to employees
in the autumn of 1987 was listed on the
Stockholm Stock Exchange in February 1990.

Research and Development

Ericsson's total expenditures for research and
development in 1989, including costs related
to customer orders, amounted to SEK 4,329

=

Current assels

MNoncurrent
assets

Current liabilities

Long-term liabilities

Untaxed reserves

Minority interest

Equity

85 86 87 88 89

Research and Development
Capital expenditures, SEKm.

B5 B6 87 88 89

Number of employees

4 500 84 000

m. (3,529), or 11 (11) percent of sales.

000 72 000 1
Capital Expenditures e
Capital expenditures for property, plant and 3500
equipment amounted to SEK 2,672 m. gggglarch an;:l 60 000
(1,739) in 1989. Of this amount, SEK 287 m. 3000 10.9% of sales
was attributable to the consolidation of GE 600
operations. Capital expenditures in Sweden it ]
accounted for SEK 1,043 m. (739) of the

2090 36000 |
total.

1 500
Personnel = 24000 =
At year-end 1989, 69,229 persons were em- 1000 Besearch anc :
ployed within Ericsson, an increase of 6 e o— naee
percent compared with the preceding year. 500 = S| =)
Of this increase, units acquired during the Efp'ﬂﬂ'. Sweden

penditures
year accounted for 3,922.
85 86 87 88 89 85 86 87 88 89

Personnel _ - B o
Number of employees 1989-12-31 1988-12-31
Sweden
Parent Company B 14,144 13,654
Other companies - 18,082 18,440
i 32,226 32,094
@pe {excluding Sweden) 20,762 __1_9,_362
North America 4,232 1,820
Latin America 8,523 ) 8,686
Other countries 3,486 3,176
Total 69,229 65,138




Wages, salaries and social costs amounted
to SEK 9,499 m. (8,349). Sales per employee
were equal to SEK 571,000 (480,000). Sup-
plementary information on the average num-
ber of employees and on wages, salaries and
other remuneration appears in a note to the
financial statements.

Significant Changes within Ericsson
In order to take maximum advantage of the
synergies inherent in the former Business
Area Network Engineering and Construction
and Business Area Cables, the two were
merged to form a new business area, under
the name Cable and Network, during the
year.

In the beginning of the year, the agreement
in principle signed with Elektrisk Bureau A/S
in 1988 covering the acquisition of telecom-
‘munications operations in Norway was
implemented. A new wholly owned subsidi-
ary, Ericsson Telecom A/S, was formed
January 1, 1989. The sale of the Railway
Signaling and Highway Signaling Divisions
to Elektrisk Bureau A/S was also completed.

Effective July 1, 1989, a cooperation
agreement was reached with GE covering
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the formation of a jointly-owned company in
the mobile communications field. Ericsson
owns B0 percent of the company, Ericsson GE
Mobile Communications Holding Inc., and GE
holds 40 percent. Under terms of the agree-
ment, the new company has acquired a
company owned by GE in the U.S., as well as
companies owned by Ericsson in the U.S.,
Sweden, Norway, Denmark, Finland and
Spain. Also in accordance with the agreement,
a jointly owned company has been formed in
Canada, with Ericsson owning 60 percent of
the shares and GE 40 percent.

At the end of the year an agreement was
reached in principle covering the sale of the
marketing company Ericsson Sverige AB
to the-Swedish Telecommunications Adminis-
tration.

An agreement has also been reached with
Forsheda AB on the sale of the subsidiary
Tdcksfors Verkstads AB, which was part of
the Cable and Network business area.

Also at the end of the year, an agreement
was signed with Bofors AB covering a merger
of Bofors Electronics AB (BEAB) and the
division for command and control systems in
Ericsson Radar Electronics AB, a subsidiary

within the Defense Systems business area.
Under terms of the agreement, BEAB is
acquiring the Command and Control Sys-
tems Division and Ericsson is acquiring a 20-
percent interest in BEAB. The agreement
became effective January 1, 1990.

The Parent Company's holding in the
associated Brazilian company, Ericsson do
Brazil Comércio e Industria S.A., was
reduced through the sale of shares during
the year. The Parent Company's remaining
holding amounts to 50.5 percent.

Hans Werthen, Chairman of the Board of
Directors, has announced that he wishes to
retire on the date of the Company's Annual
General Meeting. Bjorn Svedberg will be
proposed as the new Chairman. The Board
intends to appoint Lars Ramqvist, currently
head of the Radio Communications Busi-
ness Area, as the new President, effective
on the same date.

Outlook

Itis anticipated that the good level of profit-
ability can be maintained in 1990 and that
income will continue to improve somewhat.

Proposed Disposition of Earnings in the Parent Company
The sum of SEK 1,696,042,345 is available for disposition by the shareholders at the Annual
General Meeting. The Board of Directors and the President propose that these unappro-

priated earnings be distributed as follows:

That a dividend of SEK 14.00 per share be paid to stockholders

duly registered on the record date;

That the remainder be retained in the business

SEK 573,910,722
SEK  1,122,131,623
SEK  1,696,042,345

Stockholm, March 1990

Hans WERTHEN
Chairman

Georc KaARNSUND

SVEN LJUNGBERG

STen WikanDER

Jan WALLANDER
Deputy Chairman

Sven OLviNG

Peter WALLENBERG
Deputy Chairman

Tommy LINDBOHM
StanLEy OSCARSSON

Sven Acrup

BuorRN SveDBERG
President



Consolidated Income Statement
Telefonaktiebolaget LM Ericsson and consolidated subsidiaries

Years ended December 31, SEK m.

Net sales .

Cost of sales (exc1uswe of deprematlon
shown separately below) ...

Share in earnings of associated COMPANIES ...
Other operating rBVENUES. ... 10181

Selling, research and development, general
and adminiStrative BXPENSES ... s
DEPBCIEHON. .1 yoreeseeerissemsemes b R S R i i MOt 2

Operating Income after depreciation............... note 3

TR e T B ere 1 1 < WO T R e o (-
FINaNCIAl OXPONSES siuc.iiisuniissssiisinsiseinssisiss it ssissisas iisssssnnssaisopsisesssnsessmsssssssssszes NN b

Income after financial income and eXpenses ...
Minority interest in income before appropriations and taxes ...

Income before appropriations and taxes ...

Appropriations to untaxed reserves

Depreciation in excess of standard depreciation ... NOtE 2
Changes in other UNtaxed rESEIVES ... NO@ 5
Minority interest in @PProPriations ...

Income before taxes ...
Income taxes .. g
Minority |nterest in taxes

Reported Net INCOME ...

Adjusted net iNcome per Share, SEK . .......wrenens omsvvmmsssssssesssecnnnnn: NOM€ 6
=after-actual Taxes DA T T e B e
— after full conversion .. s e N . T SRR St N
— after actual and esUmaled deferred taxes
e AT Pl G OMVBISIDN i s oo e A s R e R s s

1989 1988 1987
39,549 31,297 32,400
20,978 17,579 17,952
18,571 13,718 14,448

398 241 166
411 452 730
19,380 14,411 15,344
13,529 10,762 11,946
1,294 971 1,213
4,557 2,678 2,185
779 666 661
1,210 1,219 1,556
4,126 2,125 1,290
-411 -285 -182
3,715 1,840 1,108
-298 —24 -125
-191 +260 +172
-3 +44 +4
-492 +280 +51
3,223 2,120 1,159

1,546 880 488

+166 +73 +64

1,843 1,313 735

58.34
55.35
53.81
51.18

27.06
24.07
31.29
27.79

17.90
17.79
19.26
19.09
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Consolidated Balance Sheet

Telefonaktiebolaget LM Ericsson and consolidated subsidiaries

December 31, SEK m.

1989

1988

S N T it R 4 e O T . e e T i o T D s i e i S0 S 0 AT

Assets

Current assets
Cash, bank deposits and short-term cash investments . ... NOtE. 7
Notes and accounts receivable - trade (less allowance

for doubtful accounts, 239 at December 31, 1989 and

173 at December 31, 1988) ... et NOE B
Inventories (less advance and progress payments 2 059 at

December 31, 1989 and 2,130 at December 31, 1988) ...
Other current assets .. A .. note 9

Deposits related to untaxed reserves ..., NOtE 5

Investments and other noncurrent assets

Notes and accounts receivable — trade ..o note 8
Investments in associated companies, at @qUItY ..., NOtE 21
Other InVestMents s risiusmmi st
Other NONCUITENT ASSES ... ses e seesssn . TOME 11

Property, plant and equipment ... R I AT R T e e e OOLe 1 2
Cost .
Accumulated standard deprematlon S S R R R R e

Revaluation adjustments, net of accumulated standard depreciation ...

1989 1988
Assets pledged as collateral 1,148 103 i NOTE 19

TORRLESBEES . ... covcviimnivmossoimis e e o o i e s S s T o e e R e e

5,120 3,780
12,242 10,159
9,647 8,171
2,606 2,487
29,615 24,597
72 57
433 458
931 826
211 304
1,818 1,704
3,393 3,292
14,811 12,191
7,528 6,026
7,283 6,165
493 514
7,776 6,679
40,856 34,625
R e T2



December 31, SEK m.
TR P R R S {1 U PR S i 015 (A 30 A

Liabilities and stockholders' equity

Current liabilities

ACCOUNS DAV ADIE LB cusiirississiaaansseesiios sy o ok 5 v s v RS R e st
AvANCES frOM CUSTOMEBIS .ottt bttt s

Accrued taxes ... e e e e e e B e e ol et R o

Short-term borrowmgs .. note
Current maturities of Iong term debt .. note
Other current liabilities . .

Long-term liabilities

Debentures .. OO OO ORURUUPUURUOPUUPURUROIROT 4 ¢ -
Convertible debentures .. note
Pension liabilities ................. .. note
Other long-term labilities ...t [TOT

Untaxed reserves

15
16
17
15

Reserve for accounts receivable and intercompany profits ...,

Inventory reserve
Reserves for future capital expenditures ...

Accumulated depreciation in excess of standard depremaﬂon .......................................... note

Minority interest in equity of consolidated subsidiaries ...

Stockbiolders" egliiy ... bamm sl s sE s e o1e 18

Capital stock ................
Reserves not avanlable for dlstnbunon

REAINEA BAMINGS . ooocvoci et

1989 1988

Contingent liabilities 2,071 1,694 oo note 20

Total liabilities and stockholders' equity ...

1989

1988

3,513 2,727
3,354 2,986
1,115 611
1,100 621
671 674
6,658 5,329
16,411 12,948
1,467 1,624
656 1,628
3,729 3,437
1,146 1,251
6,998 7,740
2,287 1,289
454 1,101
368 528
1,886 1,588
4,995 4,506
1,423 804
2,049 1,911
5,878 5,078
7,927 6,989
3,102 1,638
11,029 8,627
40,856 34,625
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Consolidated Statement of Changes in Financial Position

Years ended December 31, SEK m. 1989 1988 1987
R L e e e a5 e B S < e, T T ot S i i e 5 T S B e R e T
CashatJanuary 1 3,780 3,391 3,091
Cash provided from operations
Net income .. 1,843 1,313 735
Minority mterest in net income .. 248 168 114
Depreciation .... : : 1,294 971 1,213
Gains (<) / Iosses on sale of property plant and equment . 66 30 -165
Increase (-) / decrease in bank deposits related to untaxed reserves ................ -15 21 96
Appropriations from (=) / to untaxed reserves .. 489 -236 -48
3,925 2,267 1,945
Translation adjustments not affecting income statement ... 82 84 -265
Sale of property, plant and equipment ....................——— 261 941 398
343 1,025 133
Changes in working capital (excl. cash)
Notes and accounts receivable — trade ... -2,083 76 -747
Inventories .. et e e e e -1,476 184 1,166
Other currenl assets -119 -632 294
Current liabilities, nomnlerest beanng 2,987 1,697 430
-691 1,325 1,143
Changes in other assets
Additions to property, plant and equipment ... R R e e e -2,672 -1,739 -1,592
Translation adjustments in property, plant and equment -46 47 205
Investments, net . -12 -162 37
Other noncurrent assets -89 -540 346
-2,819 -2,488 -1,004
Dividends paid:comssimmnmim s -529 -401 -372
A I IO e L L e e e e e e i 229 1,728 1,845
Cash provided from financial transactions
Changes in short-term Babilities ... 476 =522 -1,287
Changes in long-term liabilities ... " 742 -808 -220
Conversion of debentures ... 899 19 0
Additional capital contrlbuted ‘oy m|n0nty 478 -28 -38
1,111 -1,339 -1,545
Cash at DecembBEr 31 ...t 5,120 3,780 3,391
e B R




Parent Company Income Statement
Telefonaktiebolaget LM Ericsson

Years ended December 31, SEK m.

1989

1988

1987

Net sales .................

Cost of sales (exclusive of depreciation shown separately below) ....................

Other operating revenUes ... e simmainnssaahote

Selling, research and development,
general and administrative expenses . .......
Depreciation:iasmasininiuneaiouisinansiisannianinass

Operating income after depreciation ...

Financial INCOME ..o, NOTE
Einancial exXpenses s s s s ssssnote

Income before appropriations and taxes ...

Appropriations to (-) / from untaxed reserves
Changes in depreciation in excess of standard depreciation ................ note
Changes in other untaxed reServes ... NOtE

Contributions from / to (-) subsidiary COmMpanIes. ...
INCOME OO X OS o a Ca

D IR B S ot s 0 e s S S S R e SR T

RepORE Net NGOG ..o sl s s T A B Ty

11,041

5,158

9,211
4,425

8,120
4,067

5,883
687

4,786
667

4,053
579

6,570

5,055
235

5,453

4,061
198

4,632

3,697
213

1,280

1,154
819

1,204

699
755

722

823
608

1,615

1,148

937

-234
—748

109
113

24
=

-982

222

22

354

-733

-412

987

109

637
59

547

52

878

578

495

23
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Parent Company Balance Sheet

Telefonaktiebolaget LM Ericsson

December 31, SEK m.

1989

1988

T A P S B P T S e e T o A i i P WO, PP S B A i3 R e

Assets

Current assets
Cash, bank deposits and short-term cash investments. ... o T 5 5 (- T4
Notes and accounts receivable from subsidiary companies ...... R eEEresELe IS B
Notes and accounts receivable — trade (less allowance for doubtfui

accounts, 68 at December 31,1989 and 82 at December 31,1988) . ..................... note 8
Inventories (less advance and progress payments, 51 at

December 31,1989 and 61 at December 31, 1988)
Other current assets .. e e oS BN A R B st NOLD.

Deposits related to untaxed reserves ... N0 5

Investments and other noncurrent assets

Notes and accounts receivable — trade . ..o, TOME 8
SIS ATy OO T DA O s e e R R St s s
Other .. .

Other accounts recewabre from subsminary companles

Investments ..
Subsidiary companles B S N I T -t ot T N S
Associated companles
Other investments . ..o

O T YO O U O I L EISSIEES o cxsorsenseosssnrssasiessassoeeesscnsains s onessmms s enshns b oA T s

Property, plant and equipment ...
Cost ..
Accumulated standard deprematlon

Revaluation adjustments, net of accumulated standard depreciation ...

1989 1988
Assets pledged as collateral 270 270 e NOtE 19

Toal As8els v mnsnerR e s e e s ol o s s Y

380 2,107
4,427 1,588
1,647 1,468
2,331 1,896
1,056 1,200
9,841 8,259

40 15
= 89

265 341

823 503
6,477 5,080

236 195

31 49

475 859
8,307 7,116
3,368 2,660
1,564 1,411
1,804 1,249

246 260
2,050 1,509

20,238 16,899



December 31, SEK m.

1989

1988

Liabilities and stockholders' equity

Current liabilities

ACCOUNES PAYADIE = AU ...

Advances from customers ...

SO =t QIO 0 OOTOMMITICHS 5ot s i i o P4 s LA s T TR TSR

Current maturities of long-term debt ..

Accounts payable to sub&dnary compames ________________________________________________________________________________________

Other current liabilities .. vt sttt b st e s ene e anssnsssasessesssanssssssssensasanssennss [TOLE

Long-term liabilities
Debentures . s e s note
Convertible debentures ___________________ .. note
Pension liabilities .. R O NN - SN - S BN = " ... note
Payables to sub3|d|ary compames

Other long-term liabilities .. e e e s e e e e e NO LD

Untaxed reserves

Reserve for accounts receivable and intercompany profits ...
[0 (ol T (21T RS B e T L T S PR

Reserves for future capital expenditures ...

Accumulated depreciation in excess of standard

AEPIECIALION ..ot note

Stockholders' eqUItY ... note

Capital stock
Reserves not available for d|str|but|on

B TIOF R TEISEIVIE . svarisinisassvi st s e 0 B e 5 £ A LA A AR
REtained GAIMINGS ... s s

Bt INCOMIE i s i T B v e e T B s e

1989 1988

Contingent liabilities 2,547 2,383 ..., NOtE 20

Total liabilities and stockholders' equity ...

846
121
285
437
2,526
1,390

471
193

424
1,697
1,317

5,605

1,360

657
1,337
1,304

4,111

1,675
1,657
1,210
631
199

4,663

1,445 .

948
141

617

5,172
682
948
156

383

3,151

2,049
3,074

2,169

1,911
2,313

5123

100
718
878

4,224

100
545
578

6,819

20,238

5,447

16,899

25
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Parent Company Statement of Changes in Financial Position

Years ended December 31, SEK m.

Cash at JaNUBNY T vy s s s o S s e R e T

Cash provided from operations

N ITTOONTIE ciissivainnsiusmsisassnts s usessdinssncsods s o605 e oV A S N O R S s i B i

DIBPIECIALION ...ovvcvoovoveeerreee s seesssssss s sssssscsionas

Gains () / losses on sale of property, plant and equipment .........

Increase (-) / decrease in bank deposits related to untaxed reserves .

Appropriations to untaxed reserves and Parent Company contrlbutlons
to subsidiary companies ................ R

Sale of property, plant and equipment ...

Changes in working capital (excl. cash)

Notes and accounts receivable — trade . ...
L = L T e RO R e A
OhEr GUITENT ASSEES ...oveovveceveer et
Current liabilities, noninterest-bearing . ...

Changes in other assets
Additions to property, plant and equipment ..
Investments, net .

Other noncurrent assets

Contributions from / to (-) subsidiary companies ...
Dividends pabd ... e R

I O s i B i Ve VBT sz

Cash provided from financial transactions

Changes in short-term IahilitIes ...
Changes in long-term liabilifies ...
CoNVErSION: OF CBDBMIUINES « it i oA s BT S vt

Cash:at December 31 -l ahuinannsminhisms sl

1989 1988 1987
2,107 1,865 1,795
878 578 495
235 198 213
94 69 -136
25 -2 87
628 511 381
1,622 1,354 1,040
26 74 208
-3,018 713 7
-435 359 89
144 -575 77
1,205 170 -730
-2,104 667 557
-708 Loag -200
-1,420 -573 1,104
229 —474 1,362
-1,899 -1,280 58
354 —733 -412
-405 -344 -344
-2,406" 262 =
289 367 -230
-509 118 307
899 19 0
679 504 77
380 2,107 1,865

*) Of this amount, SEK —-2,478 m. represents transfer of Parent Company holdings of securities to

LM Ericsson Kapitaimarknad AB, a subsidiary.



Notes to the Financial Statements

In millions of Swedish kronor (except per share amounts)
Years ended December 31

General
In the Annual Report, the Company has given due consideration to the
recommendations given in the "Declaration and Decisions on Interna-
tional Investment and Multinational Enterprises” of the Organization for
Economic Cooperation and Development (OECD). The Company also
follows the guidelines relative to multinational companies and the labor
market developed by the International Labor Organization (ILO), the
United Nations organization dealing with labor matters.

Generally, the same prices established for sales to external cus-
tomers are applied in intercompany sales, except that consideration is
given to the absence of certain costs in intercompany transactions.

Accounting Policies

The consolidated financial statements of Telefonaktiebolaget LM
Ericsson and its subsidiaries (the "Company") have been prepared in
accordance with accounting principles generally accepted in Sweden.
These accounting principles differ in certain important respects from
accounting principles generally accepted in the United States. For a
description of the differences and their approximate related effect on
consolidated income and stockholders' equity, see Note 22.

(a) Principles of Consolidation

The consolidated financial statements include the accounts of the
Parent Company and all of its subsidiary companies. All significant
transactions between these companies have been eliminated.

The consolidated financial statements have been prepared in ac-
cordance with the purchase method, whereby consolidated stock-
holders' equity includes equity in subsidiary and associated compa-
nies arising following their acquisition only.

Material investments in associated companies (see Note 21) in
which the Company's voting stock interest is at least 20 percent but
not over 50 percent are accounted for according to the equity method.
Minor investments in associated companies and all other investments
are accounted for as Other investments, and carried at the lower of
cost or net realizable value.

Material investments in associated companies are shown at equity
after adjustments for unrealized intercompany profits and unamor-
tized goodwill or negative goodwill (see (b) below). In determining the
equity of associated companies, untaxed reserves are added back to
equity after provision for deferred taxes.

(b) Goodwill and Negative Goodwill

Goodwill (excess of cost over net assets of acquired companies) and
negative goodwill (excess of net assets acquired over cost) are
normally amortized over a ten-year period. However, the goodwill
attributable to the purchase of the associated company MET S.A. is
being amortized at a rate of 5 percent per year since the investment is
of such strategic value that a longer amortization period is more
appropriate.

(c) Sales Recognition

Sales are recorded upon shipment of products and representamounts
realized, excluding value added tax, and are net of goods returned,
trade discounts and allowances.

Income from large long-term contracts is accounted for in accord-
ance with the percentage-of-completion method. If costs required to
complete such contracts are estimated to exceed remaining reve-
nues, a provision is made for estimated losses.

(d) Translation of Amounts in Foreign Currency

The Company applies the Statement of Financial Accounting Stan-
dards No. 52 issued by the Financial Accounting Standards Board of
the United States (SFAS 52) for the translation to Swedish kronor of the
financial statements of foreign subsidiaries and associated compa-
nies.

For many subsidiary and associated companies, generally those
with manufacturing operations, which are located in Western Europe,
the United States, Australiaand Malaysia, the currency in which those
companies primarily generate and expend cash is their functional (bu-
siness) currency. Their balance sheet items (assets and liabilities) are

translated to Swedish kronor at year-end exchange rates and their
Income Statement items are translated at average rates of exchange
during the year. The resulting translation adjustments are accumulated
under stockholders' equity. When a company accounted for in ac-
cordance with these principles is sold, the accumulated translation
adjustments are included in income.

The financial statements of subsidiary and associated companies,
generally without manufacturing operations, having such close rela-
tions with the Swedish operations that their functional currency is
considered to be the Swedish krona, have been included in the
consolidated financial statements to give approximately the same
results as if their activities had been carried out in a Swedish enterprise.
The adjustments arising from the remeasurement of these subsidiary
and associated companies' financial statements are included in the
consolidated income statement.

Effective January 1, 1986, the financial statements of all subsidiary
and associated companies operating in countries with highly inflatio-
nary economies, and whose functional currency is considered to be
the U.S. dollar, have been translated in two steps. In the first, the
translation to dollars has been made to give approximately the same
results in dollars as if the activities of the companies had been carried
out in an American enterprise. The adjustments resulting from this
remeasurement are included in the consolidated income statement. In
the second step, from U.S. dollars to Swedish kronor, balance sheet
iterns are translated at year-end exchange rates, and income state-
ment items at the average rates of exchange during the year. The
resulting translation adjustments are accumulated under stockhold-
ers' equity.

Gains and losses on foreign exchange include both remeasurement
adjustments and gains and losses on foreign currency transactions.
These are divided into operational and financial gains and losses on
foreign exchange.

Net operational gains and losses on foreign exchange, mainly
related to accounts receivable and payable are included in Cost of
sales.

Financial gains and losses on foreign exchange are mainly related to
liquid funds and loans. Gains and losses attributable to liquid funds for
subsidiaries operating in countries with highly inflationary economies,
and whose functional currency is considered to be the U.S. dollar, are
included in financial income whereas gains and losses attributable to
loans are included in financial expenses.

Financial gains and losses on foreign exchange for other companies
are included net in financial expenses (see Note 4).

In the consolidated financial statements, receivables and liabilities in
foreign currencies have been translated at year-end exchange rates.
This means that in certain cases receivables are given a higher value
and liabilities are given a lower value than if the receivables and liabilities
had been translated at the lowest or highest of year-end exchange rate
and historical exchange rate, respectively. Since 1988, the difference
resulting from applying the two valuation methods described above is
included in untaxed reserves and the change during the period is
included in appropriations to untaxed reserves (see Note 5). If this
method had also been applied 1987, consolidated income before
appropriations and taxes would have been reduced by SEK 169 m.

Effective in 1988, Parent Company receivables in foreign currencies
have been valued at the lowest of year-end exchange rate and
historical exchange rate, whereas liabilities in foreign currencies have
been valued at the highest of year-end exchange rate and historical
exchange rate. In previous years, unrealized foreign exchange gains
have been offset against unrealized foreign exchange losses and if the
net result has been a foreign exchange gain, such gain has not been
included in income.

The rates of forward exchange contracts are used for valuing re-
ceivables and liabilities covered by such contracts.

Consolidated nonrestricted stockholders' equity has from 1989
been translated at year-end exchange rates.
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(e) Research and Development Costs

Research and development costs are expensed as incurred. Costs
based on orders from customers are included in cost of goods and
services sold.

(f) Inventories

Inventories are stated at standard cost, which approximates cost on a
first-in, first-out (FIFO) basis. Cost includes materials, labor and manu-
facturing overhead. Write-downs have been made in cases where the
sales value of goods, after deduction of estimated selling costs, is lower
than historical cost.

Intercompany profits that were not realized through the sale of goods
to customers have been eliminated, as has also been done in the case
of associated companies which are accounted for by the equity
method.

(g) Taxes and Untaxed Reserves

In accordance with accounting principles generally accepted in Swe-
den, no provision has been made for deferred taxes, except in certain
foreign subsidiaries (see Note 5).

The Company is allowed to claim tax deductions by developing
appropriations and accumulating them in accounts for untaxed reser-
ves; such amounts are taxed only when the untaxed reserves are
reduced.

For additional information on untaxed reserves, see Note 5.

In certain cases, the differences between valuations of income sta-
tement and balance sheet items in the local financial statements and
the consolidated statement have been treated as appropriations in the
consolidated income statement and as untaxed reserves in the conso-
lidated balance sheet. For certain companies, the tax expense has
been reduced by adjustments in the company’s tax return. In these
cases, income and stockholders’ equity at the Company level have
been adjusted as if appropriations and untaxed reserves are reported
in accordance with the Swedish method .

(h) Leases

Leased property is normally expensed over the term of the lease.
Certain types of contracts are capitalized and reported as an acquisi-
tion of a fixed asset.

(i) Property, Plant and Equipment

Property, plant and equipment are stated at cost except for revaluation
adjustments of certain land and buildings. The revaluation adjustments
are allowed under certain circumstances in accordance with account-
ing principles generally accepted in Sweden and in certain other
countries.

(i) Depreciation

The Company normally claims the maximum depreciation deduction
allowable for tax purposes, using accelerated techniques applicable in
various countries, thus minimizing the use of corporate funds for tax
payments.

The annual depreciation is reported on two levels of the income
statement: (1) standard depreciation, generally on the straight-line
method, using estimated useful lives of, in general, 40 years on
buildings, 25 years on telephone plants, 20 years on land improve-
ments, 5 to 10 years on machinery and equipment, and up to 5 years
on rental equipment, which is reported as an operating expense, and
(2) depreciation in excess of standard depreciation which is reported
as Appropriations to untaxed reserves.

During 1989 certain telephone exchange equipment was leased to
customers; in this connection, the cost of the assets was shown in the
consolidated accounts as Other long-term assets and Other short-
term assets. Depreciation of these assets for tax purposes is shown as
Depreciation in excess of standard depreciation. The assets are
included in Machinery and equipment in the Parent Company ac-
counts.

Depreciation in excess of standard depreciation also includes the
share of excess depreciation attributable to partnerships partly owned
by Ericsson.

(k) Adjusted Net Income per Share

Adjusted net income per share is based upon the average weighted
number of common shares outstanding during each year as well as
the average weighted number of common shares including the ef-
tect of the conversion of all convertible debentures.

The calculation of adjusted net income per share is not based on
reported netincome, the amount of which is affected by appropriations
deductible for tax purposes, but on income before appropriations and
taxes less either of the following:

28

(1) Actual taxes paid as reported.

(2) Actual taxes paid as reported and less deferred taxes deter-
mined as an estimated tax on appropriations to untaxed re-
serves, which tax is adjusted for minority interests.

The effect of these methods is that two amounts of adjusted net
income per share are shown before and after conversion, respectively:
(1) Adjusted net income per share after actual taxes paid.

(2) Adjusted net income per share after actual and estimated
deferred taxes.

For reference to net income per share in accordance with account-
ing principles generally accepted in the United States, see Note 22.

Note 1 Other Operating Revenues

Consolidated 1989 1988 1987
Gains/losses (-) on sale of property,

plant and equipment -66 -30 165
Gains on sale of investments and

operations 69 25 212
Commissions, license fees and other

operating revenues 408 457 353

411 452 730

Parent Compa_ny

Gains/losses (-) on sale of property,

plant and equipment -11 -69 136
Gains on sale of investments 105 258 115
Commissions, license fees and other

operating revenues 593 478 328

687 667 579

Note 2 Depreciation

Consolidated 1989 1988 1987
Total depreciation
Land improvements 3 -39 41
Buildings 154 46 172
Telephone plants 43 36 41
Machinery and equipment 1,396 993 1,064
Revaluation adjustments 21 25 30
1,617 1,061 1,348

Less — Depreciation in excess of standard

depreciation related to assets sold 25 66 10
Total depreciation 1,592 995 1,338
Standard depreciation
Land improvements 2 -38 42
Buildings 85 64 68
Telephone plants 43 36 4
Machinery and equipment 1,143 884 1,032
Revaluation adjustments L2l 25 30
Total standard depreciation 1,294 971 1,213
Depreciation in excess of standard

depreciation -298 -24 125
Parent Company
Total depreciation
Land improvements - - -
Buildings 6 6 46
Machinery and equipment 458 144 166
Revaluation adjustments 14 14 14

478 164 226



Less — Depreciation in excess of standard

depreciation related to assets sold 9 75 37
Total depreciation 469 89 189
Standard depreciation
Land improvements 1 1 1
Buildings 15 15 16
Machinery and equipment 205 168 182
Revaluation adjustments 14 14 14
Total standard depreciation 23 198 213
Changes in depreciation in excess of

standard depreciation -234  +109 +24

Note 3 Operating Income, by Business Area
(Not subject to audit)

1989 1988 1987

Public Telecommunications

3,539 1,929 1,359
Radio Communications 692 264 210
Business Communications 252 155 -2
Cable and Network 350 490 397
Components 142 113 88
Defense Systems -46 -87 182
Other operations, capital gains
and corporate expenses -372  -186 -49

Ericsson, total 4557 2678 2,185

Note 4 Financial Income and Expenses

Consolidated 1989 1988 1987
Financial income

Interest income 776 663 654
Dividends . <) 3 T
Total financial income 779 666 661

Financial expenses

Interest expenses

Gains and losses on foreign
exchange, net 71 40 105

1,100 1,164 1,586

Other financial expenses B e D 75
Total financial expenses 1210 1,219 1,556
Financial net ! o -431 —5._53 -895
Parent Company

Financial income

Interest income 662 488 525
Dividends from subsidiaries 448 183 268
Dividends from others e 44 28 30

fdtgl__f_i[\anciél income ;54_ _ 69_9 823
Financial expenses

Interest expenses 844 671 639
Gains and losses on foreign

exchange, net -47 80 =77
Other financial expenses 22 L & 46
Total financial expenses 819 755 608

Flipna et 36 =06 219

Swedish companies' interest on the pension liabilities is included in the
interest expenses shown above.

For Latin American subsidiaries operating in countries with highly
inflationary economies, and whose functional currency is the U.S.
dollar, financial gains and losses on foreign exchange in 1989 and
1988 have reduced interest income by SEK 135 m. (SEK 10 m.) while
interest expenses have been reduced by SEK 266 m. (SEK 258 m.).
Financial exchange differences for 1989 and 1988 are divided into
interest income and interest expenses. In 1987, these items were
included in gains and losses on foreign exchange.

Note 5 Income Taxes, Appropriations and
Untaxed Reserves

Income Taxes

As explained under Accounting Policies (g), the Company has not, in
accordance with accounting principles generally accepted in Sweden,
provided for deferred income taxes. Under tax regulations in Sweden,
the Company is allowed to claim tax deductions by developing
appropriations to certain reserves, and the provision for income taxes
is determined by taking such tax relief into account.

The Swedish national tax rate is 40 percent.

The profit-sharing tax is a corporate tax that was levied in Sweden
for the first time in 1984. The tax, borne by legal entities individually,
is based on nominal income readjusted to income in real terms. Thus,
in determining the profit-sharing base, the rate of inflation is taken into
account. The tax is 20 percent of the profit sharing base, and the tax
is deductible the following year in determining both the corporate
income tax and the profit-sharing tax.

A special profit tax of 15 percent, calculated on the same basis as
the profit-sharing tax, was levied in 1989. No deduction is allowed for
this tax.

Certain subsidiaries, mainly based in the United States and Argen-
tina, had at December 31, 1989 tax loss carry-forwards, that can be
utilized to reduce future taxable income, amounting to approximately
SEK 1,041 m. Such loss carry-forwards expire as follows (in millions):

Year of expiration Amount
1990 18
1991 15
1992 3
1993 4
1994 25
1995 3
1996 0
1997 187
1998 257
1999 or later 529

1,041

In addition, the Parent Company had at December 31, 1989 unuti-
lized tax deduction benefits related to its dividend payments.

As proposed in a report of the Swedish Drafts Legislation Advisory
Committee, a new corporate tax system will be introduced in Sweden,
effective in 1991. Under the proposal, deductions for dividends paid
will be permitted in line with current rules up to and including 1995.
Thereafter, a deduction of 60 percent will be allowed on the remaining
unutilized portion of deductions in the tax years 1997-2000. With a
dividend of SEK 14 per share on the current capital stock, the
deduction between now and the year 2000 may be estimated at
approximately SEK 1,326 m.

The Parent Company also has unutilized tax deduction benefits of
SEK 234 m. related to capital losses that can be offset against capital
gains in determining tax payments in future years.

Appropriations and Untaxed Reserves

The reserve for accounts receivable and intercompany profits princi-
pally represents appropriations based on certain receivables and inter-
company profits.

Appropriations to the inventory reserves are, within specified limits,
deductible for income tax purposes. The inventory reserve may
amount to 40 percent of the inventory value, determined according to
the first-in, first-out (FIFO) method. To the extent that the inventory
reserve is released, it becomes taxable income.

The possibility, available earlier, of allocating a certain portion of
income for the year to the General reserve for future capital expendi-
tures has been terminated.

In Sweden, a temporary regulation was in force concerning appro-
priations of 1985 income to a Development reserve. Swedish corpo-
rations were required to deposit 10 percent of annual income, deter-
mined in the same way as for appropriations to the General reserve for
future capital expenditures, in a noninterestbearing development
account in the Bank of Sweden. The Development reserve may be
utilized to cover employee training expenses and for research and
development activities. The company’s employees must be given the
opportunity to express their view on applications to utilize funds from
the reserve. In 1989, the Swedish Ericsson companies have utilized
this reserve.
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In connection with the sale of commercial property, Swedish com-
panies may defer payment of the capital gains tax by making an
appropriation to a Replacement reserve. The amount appropriated
may not exceed the capital gain realized on the sale of property. The
Replacement reserve may be used to depreciate replacement proper-
ty acquired within a period of three years. Under special circumstan-
ces, this period may be extended for a maximum of three additional
years.

In accordance with the proposed new corporate tax system, it
will be possible to utilize the reserves for their stated purposes in
the future. Reserves not utilized at the time of 1996 taxation may be
recovered as taxable income without surcharge.

Apprqr_)_ria_tigns to Other Untaxed Reserves

Consolidated * 1989 1988 1987
Appropriations to Reserve for

receivables and intercompany profits -998 -187 =117
Transfer from Inventory reserve +647  +641 4265
Transfer from General and Compulsory

reserves for future capital expendi-

tures, net +66 +2 +24
Transfer from / to Currency Exchange

reserve +94  -196 .

191 4260  +172

Parent Company

Appropriations to (-) / transfer from

(+) Reserve for receivables

and intercompany profits -763 -1 +30
Transfer from Inventory reserve - +134 +15
Appropriations to (=) / transfer

from (+) General and Compulsory

reserves for future capital expend-

itures, net _+15 -20 -47
-748 +113 -2

Changes in General Reserve for Future Capital Expenditures,
Development Reserve and Replacement Reserve

sol Parent Com-[;\;)_t
1989 1988 1987

Consoh’dated
) 1989 1988 1987
Appropriations to Reserves
General reserve for future

capital expenditures - 35 2 - 35 -
Development reserve - = - - - =
Replacement reserve o e d@E Lo e = 110
- 385 129 - 35 110

Transfer from Reserves
General reserve for future
capital expenditures 14 15 119 13 - 45
General reserve for future

capital expenditures

transferred to Swedish

subsidiaries - - - - 8 10
Development reserve 14 22 34 6 15 4
Development reserve

transferred to

Swedish subsidiaries - - - -4 -8 4
Replac_ement reserve 38 - = N
_ o . 66 37 153 15 15 63
Appropriations, net +66 +2 +24 +15 =20 -47

Central Bank Deposits Related to Untaxed Reserves

Consolidated  Parent Company

- 1989 1988 1989 1988

Account for General reserve

for future capital expenditures 45 17 35 6

Account for Development

recorve _2r 4 5 9
T2 57 40 15
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Note 6 Adjusted Net Income per Share

Consolidated 1989 1988 1987

Income Béfore appropriations and taxes -8.71 5
Actual income taxes paid as reported *  -1,546 -880 -488
Minority interest in taxes paid +166 +73 +64

Adjusted net income (after actual

 taxes paid) 2555 1053 654
Per share %834 2708 17.90
Adjusted net income (after actual

taxes paid) 2,335 1,033 684
Interest expenses on convertible

debentures net of income taxes +44 +55 +12
Foreign exchange differences on

convertible debentures, net +25 -42  +13
Adjusted net income (after actual .

taxes paid) after full conversion 2,404 1,046 709
Per share 55.36 24.07 17.79
Consolidated
Adjusted net income (after actual

taxes paid) 2,336 1,033 684
Estimated deferred taxes on

appropriations -179 +140 +45
Minority interest in estimated deferred

taxes = +22  +7

Adjusted net income (after actual
and estimated deferred taxes)

2,154 1195 736

Per share 53881 3129 19.26
Adjusted net income (after actual

and estimated deferred taxes) 2,154 1,195 736
Interest expenses on convertible

debentures net of income taxes +44 +55 +12
Foreign exchange differences on

convertible debentures, net 425 -42 +13

Adjusted net income (after actual
and estimated deferred taxes) after

full conversion 2,223 1,208 761

5118 2779 19.09

Per share

" Actual taxes paid in 1988 include estimated deferred taxes of SEK 115m.
attributable to untaxed reserves in companies sold.

Weighted average number of shares outstanding:
1989 - 40,027,009
1988 - 38,166,746
1987 - 38,162,382

Weighted average number of shares outstanding after full
conversion:

1989 - 43,434,473

1988 - 43,434,582

1987 - 39,863,788

Note 7 Cash, Bank Deposits and Short-Term
Cash Investments

Consolidated  Parent Company

1989 1988 1989 1988

Cash and bank deposits 2,158 1,608 380 267
Short-term cash investments 2,962 2,172 - 1,840
3,780 380 2,107

5,120




Note 8 Notes and Accounts Receivable -
Trade

Consolidated Parent Company
1989 1988 1989 1988

Due within 12 months

Subsidiary companies
Accounts receivable - - 4,347 1,504
Notes receivable ) ol - 80 84
B - - 4,427 1,588

Other

Accounts receivable 12,196 10,084 1,699 1,412
~ Notes receivable 46 5 48 56
12,242 10,159 1,647 1,468

Due after 12 months
Subsidiary companies

Accounts receivable - - - 89
_ Notes receivable (S S B &

Note 10 Investments

Consolidated  Parent Company
1989 1988 1989 1988

Other
Accounts receivable 236 273 118 186
Notes recewable 197 185 147 ‘_|_§5

433 458 265 341
The allowance for doubtful accounts which has reduced the amounts
shown above includes allowances for estimated losses based on
commercial risk evaluations. The allowance does not include provi-
sions for potential losses of a political nature.

Note 9 Other Current Assets

Consolidated Parent Company
1989 1988 1989 1988

Prepaid expenses and

accrued revenues 572 575 153 195
Advances to suppliers 224 251 - -
Other current assets 1,810 1,661 903 1,005

o 606 2,487 1,056 1,200

The following listing shows certain shareholdings owned directly and
indirectly by the Parent Company.

A complete listing of shareholdings, prepared in accordance with
the Swedish Companies Act and filed with the Swedish Patent and

Shares directly owned by the Parent Company

-S_tl-i:;siéliaries _ N
Sweden IV  ELLEMTEL Utvecklings AB ...
Ericsson Business Commumcanons AB

Ericsson CGablos AB .. s assiesis

I

| i
| Ericsson Components AB
| Ericsson Radar Electronics AB . ...
I
|
|
|

Ericsson Radio Systems AB ..........
Ericsson Network Englneerlng AB ..
Ericsson Telecom AB ..

Raciosystem Sweden RE - commsmssiimsmsibstcy s

Other ..

Europe W

(excluding V  Ericsson Treasury Ireland Ltd

Sweden) LM Ericsson Holdings Ltd ............
i SETEMER S.p.A. ..
Il Ericsson Holding Internatlonal B V
Il Swedish Ericsson Company Ltd ...

BT st v e s 60 v g i s ikt SRR ST S S5

U.S.A. |
and Canada |l

Ericsson North America Inc

Il Ericsson GE mobile Commur{ulcanons Holdmé lnc

Other ..

Latin America
Cia Ericsson S.A.C.I..
Ericsson de Colombra 8 A

Cia Andnima Ericsson .....

BT ... conesrsiiensprsnensisryastinems semsssssrimas msass sasamsnbosnsssaasensbosanesas s A SOOI DALl
Other Il Teleric Pty. Ltd ..
Countries | Ericsson Telecommumcatlons Sdn Bhd
B (7. VOOV AN T o ot e e o Ly o e e PR e
Associated | Encsscm do Brasn Comércio e lndustrna 2 T
Companies | MET S.A. .. :
| Perwira Encsson Sdn Bhd
| Oriental Telecommumcanon Company Ltd
" AB LM Ericsson Finans ..
Other
Other Other T WA
Companies

Ericsson Treasury SErVICES ... sesians

Ericsson Communications INC. . ...

| Cia Argentina de Teléfonos S.A. ...

Teleindustria Ericsson S.A. ...

Registration Office, may be obtained upon request to Telefon-
aktiebolaget LM Ericsson, Corporate Financial Control, S-126 25
Stockholm, Sweden.

Percentage Par value Carrying

of ownership value

. Sweden 50 SEK 5 §]
... Sweden 100 SEK 360 335

.. Sweden 100 SEK 140 140
Sweden 100 SEK 58 49

. Sweden 100 SEK 30 128

... Sweden 100 SEK 50 154

... Sweden 100 SEK 25 26

.. Sweden 100 SEK - -

. Sweden 100 SEK 20 20

- SEK - 317
Ireland 100 IEP - 300

.. Ireland 100 usD 81 508

... Ireland 100 IEP 2 14

. ltaly 71 ITL 15,259 97

. The Nerheﬂands 100 NLG 57 667
... United Kingdom 100 GBP 15 599
- - 23

. Canada 100 CAD n.p.v. 57
Umted States 100 usD n.p.v. 540
.. United States 60 usD - 1,984
- - 1

Argentina 78 ARA 59 24

.. Argentina 100 ARA 5 3

.. Colombia 92* COPr 221 27
oo MeXico 72 MXP n.p.v. 278

. Venezuela 100 VEB 10 10
- - 53

... Australia 100 AUD 20 99
Malaysia 70 MYR 2 4

- - 14

Total - 6,477

Brazil 51** NCZ 24 82

... France 2 FRF 50 53
_________________ Malaysia 40 MYR 2 5
Republic of Korea 50 KRW 3,000 29
... Sweden 210 SEK 24 40

=l - 27

Total = 236

8 = i : 5
Total - 3
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Shares owned by the subsidiaries

Subsidiaries
Sweden

Europe
(excluding
Sweden)

U.S.A. and
Canada

Latin America

Other
Countries

Percentage
of ownership

Associated
Companies

Ericsson:Radio Systems . Sverige AB« s ins s Sweden 60
Svenska Elgrossist AB, SELGA . ... . Sweden 67
Ergsson:Mobile . CommuniCations B s s i s o s e i e .. Sweden 60
Ericsson Business Communications NV/SA ..........ccmmmmmsmmsssssissssseesssoeesssnennneeenrnr. B3EIGIUM 100
LM Ericsson A/S Denmark 100
Oy LM Ericsson Ab . ... Finland 100
LM Ericsson Ltd . .. Ireland 100
FATME S.p.A. ... . ltaly 71
FIAR S.p.A. . . ltaly 45
SIELTE S. p. A. . .. ltaly 71
Ericsson Holdmg A/S Norway 100
Ericsson Telecom A/S Norway 100
Industrias de TeleCOmumcaCJon S A {Intelsa) ; Spain 100
Ericsson Telecommunicatie B.V. . The Nerherfands 100
Ericsson Pagmg Systems B.V.. . The Netherlands 100
Ericsson Ltd ... R ... United Kingdom 100
Ericsson GE Mobile COMMUNICALIONS INC . .......eoeeieeceeeeccseeseeseeeecesse e eveeseesseensnen ... Canada 60
Ericsson GE Mobile Communications Inc . ... USA 60
Encsson:GEHOlING NG isuaswmasmmammmmmansms s s e e USA 60
Ericsson Radio SYSIEMS INC .....oovvcvvcvvis et sessss s sseesesseesseeneseesnsenens SO 60
Ericsson Cables ING w.cohimaveasin ... USA 100
Ericsson Business Communications Inc ... USA 100
Ericsson: Network SyStems ING st s LGA 100
Industrias Eléctricas de Quimes S.A. . s AT genting 100
Fabricas Colombianas de Materiales Electrlcos Facomec SR, 1 ommer————— Colombia 100
Ericsson de Guatemala S.A. . T ——— Guatemala 71
Telecomponentes Ericsson S A de C. V. e VIEXICO 72
LM Ericsson Pty. Ltd .. e I B b oo AUIS RGNS 100
Ericsson Network Engmeenng Pty Ltd . Singapore 100
Ericsson Sebeke Insaati A.S. ..o, .. Turkey 100
Fiog:e:Cabos Plasticos'doiBrasil-S il smmmsiammmmmi i i il sl Brazil 30
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Conductores LatinCasa S.A. dE C.V. .ot se oo eee e

Key to functions

of companies

Note 11 Other Noncurrent Assets

Manufacturing and distributing companies "
Telephone operating companies
Holding companies
Development companies
Finance companies

100% c. Ericsson de Colombia S.A.
** The voting shares total 26%
*** The voting shares total 40%

holdings in MET S.A. amount to 26%

Consolidated

Through subsidiary holdings, total holdings amount to

*** " Including holdings of associated companies, total

Note 12 Property, Plant and Equipment (cont.)

Consolidated Parent Company

1989 1988

o =l 5 1989 1988 1989 1988
Goodwil, net Cost -
Balance, January 1 475 150 Land 123 116 31 31
AQU|S|thn§/d|vestments -3 388 Land improvements 23 18 19 19
Depreciation —63 -63  Buildings 2,608 2,202 643 635
Net carrying value, December 31 409 475 Telephone plants 1,055 973 - -
Other noncurrent assets 1,409 1,229 Machinery and equipment 10,454 8,221 2,542 1,849
- B I 1818 1,704 Constructions in progress 548 661 133 126
o ) i 14,811 . 12,191 3,368 2,660
Accumulated standard
depreciation
Note 12 Property, Plant and Equipment Land improvements 25 22 10 10
perty - Buildings 854 661 260 245
Property, plant and equipment is recorded at cost, including freight, Telephone plants 435 390 - in
customs duties and construction or installation costs (including labor Machinery and equipment _f_5.21 4 4,953 - 1,294 1,156
and related overhead). However, certain assets have been revalued in 7,528 6,026 1,564 1,411
accordance with accounting principles generally accepted in Sweden Ner carn/mg s value 7283 6,165 1,804 1,249

and in certain other countries. i e o

Standard depreciation is based on historical cost and revaluation
adjustments. Such depreciation is based on the estimated useful lives
of the assets and the accumulated amounts are deducted from the

value of the assets.

Total accumulated depreciation in excess of the accumulated
standard depreciation, is reported under Untaxed reserves in the

balance sheet.
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Consolidated Parent Company
1989 1988 1989 1988

Accumulated total

depreciation

Land improvements 44 4 16 15
Buildings* 1,335 1,097 280 274
Telephone plants 435 390 - -
Machinery and equipment 7,600 6,086 1,885 1,505

7614 2181 1,794

Accumulated depreciation
in excess of standard

depreciation 1,886 1,588 617 383

*) After transfer of accumu-

lated depreciation in excess

of standard depreciation to

Revaluation reserve of 386 386 303 303

Revaluation adjustments

Land 186 192 148 148

Buildings 594 589 336 336

Machinery and equipment s=180 AL A48 L =l -

¥ 931 929 484 484

Less - Accumulated

depreciation

Buildings 320 2908 238 224

Machinery and equipment 118 117 - -
a8 415 288 224

Net carrying value 493 514 246 260

Tax assessment values

(Sweden)

Land and land improvements 474 472 321 321

Buildings 1,323 1,305 791 791

Note 13 Short-Term Borrowings

Short-term borrowings consist of bank overdrafts, bank loans and
other short-term financial loans.

The unused portion of lines of credit for the Company amounted to
SEK 2,360 m. In addition, the Parent Company had unused long-term
lines of credit amounting to SEK 622 m.

Note 14 Other Current Liabilities

Consolidated  Parent company
1989 1988 1989 1988

Accrued expenses and
prepaid revenues 3,930 3,287 1,060 946
Other 2,728 2,042 33 3r1
6,658 5,329 1,300 1,317

Note 15 Debentures and Other Long-Term
Liabilities

Debentures and other long-term liabilities, except convertible
debentures and pension liabilities, include the following:

Parent Company 1989 1988

(excl. liabilities to subsidiary corhpanfes)
Debentures (maturing from 1990 to
2004), bearing interest from 7.3% to

Subsidiaries 1989 _ 1988

Mortage and other collateralized loans
(maturing from 1990 to 2004), at

December 31, 1989 604 633
Other long-term loans (maturing from
1990 to 2013) at December 31, 1989 648 477
Other long-term liabilities 296 266
1,648 1,376
Less - Current maturites 234 300
Total Subsidiaries = 1,314 1,076
Total 2,613 2,775

Maturities of consolidated long-term debenture loans and other long-
term loans, excluding other long-term liabilities in subsidiaries with
deduction of short-term portion of SEK 14 m., at December 31, 1989
were as follows:

1991 903
1992 213
1993 157
1994 219
1995 71
1996 and thereafter through 2013 768

2,331

Debentures and other long-term loans, excluding other long-term
liabilities in subsidiaries, were repayable in the following currencies:

usb 940
SEK 760
ITL 223
NOK 110
FIM 108
GBP 92
ESP 71
CHF 12
Other currencies 15

2,331

Note 16 Convertible Debentures

The Parent Company issued three convertible debenture loans during
1987. The first was in an amount of CHF 135 m., with a maturity of 15
years and interest of 2.75 percent. The debentures are convertible up
to and including February 1, 2002 at a conversion price of SEK 326
per B share. During 1989 debentures in the amount of CHF 123.5 m.
were converted to 1,587,300 B shares.

The second loan was in the amount of USD 60 m., with interest of
6.875 percent and a maturity of 15 years. On May 31,1989, the
Company called for early redemption of this loan on June 30, 1989.
Under terms of the loan agreement, holders of the convertibles had the
right to convert these debentures prior to the latter date. The entire
amount of the loan, except for uso 10,000, was converted to 1,172,910
B shares. The debentures in the amount of USD 10,000 were redee-
med for cash.

The third loan, offered exclusively to Ericsson employees, was in the
amount of SEK 626.4 m., with interest of 11.25 percent, a maturity of
5 years and a conversion price of SEK 265. The debentures were
convertible beginning December 18, 1989. During 1989, debentures
in the amount of SEK 26,500 were converted to 100 B shares.

The number of Ericsson shares outstanding increased by a total of
2,760,310 through conversion of debentures during 1989. The capital
stock thereby increased to SEK 2,049 m. and the number of shares
outstanding to 40,974,934.

Upon conversion of all convertible debentures outstanding, the
number of shares will be further increased by 2,459,430.

During the period beginning January 1, 1990 through February 15,
1990, additional debentures were converted to 18,689 B shares; as
a result the total number of shares carrying rights to dividends as of
the record date is 40,993,623.

Note 17 Pension Liabilities

13% at December 31,1989 1,590 1,654
Other long-term loans (maturing from

1990 to 2004), bearing interest from

7.39% to 13.2% at December 31, 1989 207 422
Other long-term liabilities 5 122

1,802 2,198

Less — Current maturities 437 424
Total Parent Company de oo HlOCE., T
Remeasurement using year-end

exchange rate” ) -66 —75

* When revalued at year-end exchange rate, short-term portion is SEK 0 m.
(SEK 50 m.)

The pension liabilities, SEK 3,729 m., include the Parent Company’s
and the Swedish companies’ obligations in the amount of SEK 2,772
m. in 1989 and SEK 2,567 m. in 1988 in accordance with an agree-
ment with the Pension Registration Institute (PRI).
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The Parent Company's pension liabilities, SEK 1,337 m., include an
obligation in the amount of SEK 1,239 m. in 1989 and SEK 1,116 m.
in 1988 in accordance with its agreement with PRI,

Note 18 Stockholders' Equity
Capital Stock at December 31, 1989 consisted of the following:

Number of Aggregate
shares out- par value

standing
A shares (par value sex 50) 3,728,515 186
B shares (par value sex 50) 37,246,419 1,863
40,974,934 2,049

The capital stock of the Company is divided into two classes: Class A
shares (par value sex 50) and Class B shares (par value sex 50). Both
classes have the same rights of participation in the net assets and
earnings of the Company; however, Class A shares are entitled to one
vote per share while Class B shares are entitled to 1/1000th of one vote
per share.

Reserves not Available for Distribution

In accordance with statutory requirements in Sweden and certain
other countries in which the Company is operating, the Parent
Company and its subsidiaries and associated companies maintain
reserves that are not available for distribution.

Generally, investments in subsidiaries and associated companies
and property, plant and equipment may be revalued in accordance
with the Swedish Accounting Act. Revaluation adjustments to proper-
ty, plant and equipment must be depreciated when required under
accounting principles generally accepted in Sweden. Land and build-
ings may be revalued up to a maximum of the tax assessed value of
the assets if the value of the assets is considerably higher than their
underlying carrying value. The Swedish Companies Act requires that
revaluations be credited to capital stock or to reserves not available for
distribution and that they may be used for necessary write-downs of
other items of property, plant and equipment and other noncurrent
assets.

The appropriations of retained earnings to legal reserves in 1989
include earnings in associated companies amounting to SEK 232 m.

Increases or decreases in reserves not available for distribution have
no effect on net income.

Cumulative Translation Adjustments

This item is included in stockholders’ equity consisting of translation
adjustments resulting from the translation to Swedish kronor of
financial statements of subsidiaries and associated companies to the
extent that the local currencies of such companies, or the United
States dollar, are considered to be functional currencies in accordance
with Statement No. 52 of the Financial Accounting Standards Board
of the U.S.A. (SFAS 52), see (d) under Principles of Consolidation.

Changes in Stockholders' Equity

Capital Reserves Available Total

Consolidated stock not avail- retained
able for earnings
distribu-
tion

Balance, January 1,
1989 1,911 5,078 1,638 8,627
Appropriations to
legal reserves - 369 -369 -
Conversion of
debentures 138 761 - 899
Dividends - - -405 -405
Changes in cumu-
lative translation
adjustments - 65 - 65
Translation at year-end
exchange rates = -395 395 -
Net income for
1989 = - 1,843 1,843
Balance December
31,1989 2,049 5,878 3,102 11,029
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The increase of SEK 138 m. in capital stock resulting from conver-
sion of debentures was not registered with the Patent and Registration
Office on December 31, 1989. Registration was made in 1990.

Effective 1989, cumulative translation adjustments have been in-
cluded in restricted reserves. Of the change in cumulative translation
adjustments, SEK +12 m. was attributable to companies sold.

Of the retained earnings, SEK 43 m. will be appropriated to reserves
not available for distribution in accordance with the proposals of the
respective companies’ boards of directors. In evaluating the consoli-
dated financial position, it should be noted that earnings in the foreign
companies may in certain cases be subject to taxation when trans-
ferred to Sweden and that, in some instances, such transfers of
earnings may be limited by currency restrictions.

Effective in 1989, Ericsson's share of uneliminated unrestricted re-
serves in foreign subsidiaries is translated at year-end exchange rates.
The increase in unrestricted equity resulting from this revaluation has
reduced Ericsson's restricted reserves.

Capital Reserves Available Total
stock not avail- retained
able for earnings

Parent Company

distribu-
: tion
Balance, January 1, 1989 1,911 2,313 1,223 5,447
Conversion of debentures 138 761 - 899
Dividends - - -405 -405
Net income for 1989 - - 88 878
Balance, December 31, 1989 2,049 3,074 1,696 6,819

Note 19 Assets Pledged as Collateral

Consolidated Parent Company
1989 1988 1989 1988

Real estate mortgages 386 409 110 110
Other mortages 682 629 160 160
Shares 78 = - -
Accounts receivable - trade 2 3 = =
Bank deposits - 2 = _

1,148 1,043 270 270

At December 31, 1989, the Parent Company had pledged no assets
in favor of subsidiaries. However, under certain conditions, it may
pledge collateral for certain subsidiaries' pension obligations.

Note 20 Contingent Liabilities

Consolidated Parent Company
1989 1988 1989 1988

Discounted notes receivable 6 23 - -
Receivables sold with
recourse 765 671 541 665
Unrecorded pension
committments 65 67 - -
Other guarantees 1,235 933 2,006 1,718
1,694 2,547 2,383

2,071

Of the guarantees assumed by the Parent Company, SEK 1,306 m.
in 1989 and SEK 1,271 m. in 1988 related to subsidiary companies.

Note 21 Investments in Associated Companies

The Company has interests in associated companies which are
accounted for under the equity method. Details of such investments
are given in Note 10.

Intercompany profits arising on transactions between the Compa-
ny and associated companies have been eliminated in the consolidat-
ed financial statements.

Dividends received from companies accounted for under the equity
method were SEK 75 m. in 1989, SEK 71 m. in 1988 and SEK 50
m. in 1987.

Undistributed earnings of associated companies included in conso-
lidated equity were SEK 641 m. in 1989, SEK 602 m. in 1988 and SEK
520 m. in 1987.



Note 22 United States Generally Accepted
Accounting Principles

Elements of the Company's accounting policies which differ signifi-
cantly from generally accepted accounting principles in the United
States (U.S. GAAP) are described below:

(a) Revaluation of Assets

Certain property, plant and equipment has been revalued at an
amount in excess of cost. This procedure, under certain circumstan-
ces, is allowed under Swedish accounting practice. Accounting
principles generally accepted in the United States do not permit the
revaluation of assets in the primary financial statements.

(b) Appropriations and Untaxed Reserves

As described in Note 5, the Company is allowed to make appropria-
tions to untaxed reserves which are used principally to defer income
taxes. For financial reporting purposes, these appropriations are
deducted in determining income before taxes. Accounting principles
generally accepted in the United States would not allow such appro-
priations to be charged to income.

(c) Capitalization of Interest Expenses

In accordance with Swedish accounting practice, the Company has
not capitalized interest costs incurred in connection with the financing
of expenditures for the construction of property, plant and equipment.
Such costs are required to be capitalized in accordance with account-
ing principles generally accepted in the United States .

(d) Business Combination Adjustments

In accordance with Swedish accounting practice, the Company
shows negative goodwill as a deferred credit which is released as
income over a period not exceeding ten years (also see Accounting
Policies (b) and Note 11). Under accounting principles generally
accepted in the United States, negative goodwill should be applied as
a reduction of noncurrent assets acquired and be amortized over the
economic life of each asset.

(e) Tax Effects on Intercompany Transactions

Under accounting principles generally accepted in the United States,
income tax paid by a selling company on intercompany profit elimina-
ted in consolidation is deferred as a prepaid income tax. No such
deferral is made under Swedish accounting practice since deferred
income tax accounting is not applied in Sweden.

(f) Income Taxes on Undistributed Earnings of Associated
Companies

It is not Swedish accounting practice to provide for income taxes on
undistributed earnings of companies accounted for in accordance
with the equity method. Under accounting principles generally accept-
ed in the United States, an investor should accrue for the tax effects
resulting from distribution of earnings.

(g) Translation of Noncurrent Receivables and Long-Term
Liabililties
Under accounting principles generally accepted in the United States,
all assets and liabilities denominated in foreign currencies are transla-
ted at the current exchange rate. Under Swedish accounting practice,
exchange gains relating to noncurrent receivables and payables deno-
minated in foreign currencies may not be recorded as income until
realized. As described under Accounting Policies (d), receivables and
liabilities in foreign currencies have been translated at year-end ex-
change rates. Thereafter the receivables and liabilities are translated
using the lowest or highest of year-end exchange rate and historical
rate of exchange, respectively. The difference resulting from applying
the two valuation methods described above is included in untaxed
reserves and the change during the period is included in appropria-
tions to untaxed reserves (see Note 5).

In 1987, all noncurrent receivables and liabilities were translated at
the year-end exchange rate, which resulted in a net loss.

(h) Sale of Property

In 1984, 1986 and 1987, Group Companies sold properties which are
being leased to other subsidiaries under contracts which expire in
1997. Under accounting principles generally accepted in the United
States, the gain on sales during 1984 and 1986 is reduced by the
present value of future rental payments, which are deferred and
amortized over the remaining term of the contract, whereas the gain
on the sale during 1987 is considered a financing arrangement and the
income is therefore treated as a liability. The liability attributable to a
1986 sale has effected income in 1988 when the lease contract was

transferred. In accordance with Swedish accounting practice, no
reduction in profit has to be made if the sale price does not exceed the
market price and if leasing costs do not exceed normal market leasing
rates.

(i) Deferred Income Taxes
There is no provision for deferred income taxes under Swedish
accounting practice. Accounting principles generally accepted in the
United States require comprehensive deferred tax allocation on all
significant timing differences.

The "deferred method” has been used in calculating deferred tax.
Accordingly, the liability is the sum of the various years' deferred taxes,
calculated by applying the tax rate for each year.

(i) Pensions

The Company participates in several pension plans which cover sub-
stantially all employees of its Swedish operations as well as certain
employees in foreign subsidiary companies. The Swedish plans are
administered by an institution jointly established for Swedish industry
(PRI) in which most companies in Sweden participate. The level of
benefits and actuarial assumptions are established by this institution
and, accordingly, the Company may not change these.

In December 1985 the Financial Accounting Standards Board
issued a new recommendation on accounting for pensions, Statement
No. 87, Employers' Accounting for Pensions. From 1989 this recom-
mendations is used for determening income in accordance with
generally accepted accounting principles in the United States.

The effects of using this recommendation for the Company princi-
pally relates to the actuarial assumptions, and that the calculation of
the obligation should reflect future compensation levels. The differ-
ence relative to pension liabilities booked is distributed over the
estimated remaining service period.

(k) Net Income per Share

As previously described under Accounting Policies (k), net income per
share, in accordance with accounting principles generally accepted in
Sweden is not based upon net income. Accounting principles gene-
rally accepted in the United States require that net income be utilized
in the computation of per-share amounts.

Net income per share has been calculated on the annual weighted
average number of shares outstanding as well as the annual weighted
average number of shares after full conversion of outstanding convert-
ible debentures (also see Note 6).

The application of accounting principles generally accepted in the
United States, as described above, would have had the following
approximate effect on consolidated net income and stockholders’
equity. It should be noted that, in arriving at the individual items
increasing or decreasing reported net income, consideration has been
given to the effect of minority interests.

1989 1988 1987

(SEK m., except per share amounts)
Net income as reported in the

consolidated income statements 1,843 1313 735

Items increasing reported income:
Depreciation on revaluation

adjustments including effect on sale 24 47 34
Capitalization of interest expenses 35 28 17
Tax effects of intercompany transactions 74 258 -36
Appropriations, including depreciation

in excess of standard depreciation 492 -280 =51
Sale of property 8 34 -132
Pensions 18 - N

651 87 -168
ltems decreasing reported income:
Deferred income taxes 354 223 -261
Business combination adjustments 18 -65 -6
Income taxes on undistributed

earnings of associated companies 12 14 T
Translation of noncurrent receivables

and long-term liabilities = - 170

384 172 -90
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Net increase/decrease (=) in
reported net income 267 -85 -78

Approximate net income in accord-

ance with accounting principles gen-

erally accepted in the United States 2,10 1228 657
Approximate net income per share in

accordance with accounting
principles generally accepted in

the United States 5271 3247 17.22
after full conversion _ 4994 29.05 16.79
() Stockholders' Equity 1989 1988 1987

Approximate stockholders' equity in
accordance with accounting principles
generally accepted in the United States 12,359 9,694 8,684

Supplementary Information Required under the
Swedish Companies Act

Average Number of Employees and Remuneration in 1989

Consolidated
Average Remuner-

Parent Company
Average Remune-

number of ation number of ration
employees employees
Sweden 30,044 4510 12,268 1,826
Other countries 37,108 4,989 492 72
67,152 9,499 12,760 1,898
Paid to Board of Directors, President and Corporate Executive
Vice Presidents 9

Remuneration in foreign currency has been translated to Swedish
kronor at average exchange rates for the year.

The Parent Company has operational units with 20 or more em-
ployees in 9 Swedish municipalities and has operations in 22 coun-
tries. On a consolidated basis there are 36 operational units in Sweden
and operations in 59 countries.

A detailed schedule showing the average number of employees and
the amounts of remuneration, prepared in accordance with the requi-
rements of the Swedish Companies Act, is filed with the Swedish
Patent and Registration Office. The schedule is available upon request
to Telefonaktiebolaget LM Ericsson, Corporate Financial Control,
S-126 25 Stockholm, Sweden.

Special Information Regarding the Parent Company

Sales of the Parent Company amounted to SEK 11,041 m. (SEK
9,211 m.), of which exports accounted for 83 (82) percent. Consolida-
ted companies were customers for 59 (61) percent of the Parent Com-
pany’s sales, while 50 (55) percent of the Company’s total purchases
of goods and services were from such companies.

Loans totaling SEK 4 m. have been made to a total of 2,500 employ-
ees for the purchase of shares in LM Ericsson's Share Saving Fund.
Assets totaling SEK 3 m. have been pledged as collateral for loans
obtained by employees for the purchase of housing.

Publications for Investors

Financial publications, including the annual report, interim reports and
Form 20-F (filed with The Securities and Exchange Commission,
U.S.A. no later than June 30 every year) may be obtained without
charge upon request to: Telefonaktiebolaget LM Ericsson, Ericsson
Media, S-126 25 Stockholm, Sweden.

Audit Report

Telefonaktiebolaget LM Ericsson

We have examined the annual report, the consolidated financial statements, the
accounting records and the administration by the Board of Directors and the
President for the year 1989 in accordance with generally accepted auditing

standards.

The annual report and the consolidated financial statements present the
financial position, the results of operations and changes in financial position of
the Parent Company and of the Parent Company and consolidated subsidiaries
in accordance with good accounting practice in Sweden, as described in the
notes to the financial statements, and comply with the Swedish Companies Act.

We recommend
that the Company's statement of income and balance sheet be adopted,
that the consolidated statement of income and balance sheet be adopted,

that the unappropriated earnings be dealt with in accordance with the proposal
in the administration report, and

that the Board of Directors and the President be discharged from responsibility
for their administration in respect of the year 1989.

David Jones
Chartered Accountant

Price Waterhouse
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Nils-Axel Frisk Olof Herolf

Swedish Authorized
Public Accountant
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Ten-Year Summary

SEK m. 1989 1988 1987 1986 1985 1984 1983 1982 1981 1980
R e R e e ey o O ey

Results for Year

Net sales 39,549 31297 32,400 31644 32,496 29,378 25244 19470 16,194 12174
Operating income 4,557 2,678 2185 2,295 1,671 2,334 2,530 1,988 2,304 1,242
Financial net -431 -553 -895 -1,180 -952 -914 -802 -9493 -1134 -307
Income before appropriations

and taxes 3,715 1,840 1,108 9N 878 1,569 1,768 1,349 1,192 935
Year-End Position
Total assets 40,856 34,625 33,282 34,232 37,122 37,632 30,606 25737 21,896 17,711
Working capital 14,975 12,944 13,880 14,724 16,707 17,042 12,828 10,250 9,133 7,895
Property, plant and

equipment, net 7,776 6,679 6,778 6,835 7,549 7,144 6,176 5817 4,783 3,833
Long-term liabilities 6,998 7,740 8,548 8,768 8,566 7,658 6,673 7,230 6,383 4,932
Untaxed reserves 4,995 4506 4,742 4,789 4,794 5030 4,333 3,617 3,251 3,233
Stockholders' equity 11,029 8,627 7,468 7,299 6,901 6,560 6,219 4,156 3,654 3,010
Adjusted stockholders' equity 14,026 10,880 9,839 9,694 9,298 9,075 8,386 5,965 5280 4,627

after full conversion 14,751 12,421 11,454 9,695 9,501 9,281 8,597 6,203 5503 4,627

Other Information
Adjusted net income per share, SEK

- after actual taxes paid 58.34 27.06 17.90 14.96 12.62 30.54 34.46 25.05 2112 19.19
after full conversion 56.35  24.07 17.79 1493 12.55 29.89 33.67 24.35 21.06 19.19
— after actual and estimated
deferred taxes 53.81 3129 1926 17.21 15.15 19.99 2205 17.13 16.73 13.57
after full conversion 5118 27.79 19.09 1717 14.99 19.70 21.67 16.78 16.69 13.57
Net income per share in accord-
ance with U.S. GAAP, SEK 52.71 32.17 17.22  17.21 19.90 19.49  24.76 16.09 - -
after full conversion 49.94 29.05 16.79 17.21 18.96 19.49 24.48 16.09 - -
Adjusted stockholders' equity
per share, SEK 350 285 258 254 252 246 227 183 242 212
after full conversion 340 286 264 254 249 243 225 182 236 212
Cash dividends per share 14.00"  10.50 9.00 9.00 9.00 9.00 9.00 7.50 6.50 5.67
Shares outstanding —
average (in thousands) 40,027 38,167 38,162 38,011 36,951 36,899 35331 32683 21,788 21,788
Additions to property,
plant and equipment 2672 1,739 1,592 1,643 2,677 2,192 1,645 1,662 1,275 718
Depreciation 1,294 971 1,213 1,133 1,308 1,039 945 774 621 409
Research and development
— expenses 4329 3,529 3,204 3,117 2,798 2,355 1,973 1,638 1,359 1,013
- in percent of net sales 10.9 1.3 9.9 9.9 8.6 8.0 7.8 8.4 8.4 8.3
Ratios
Return on equity, percent 17.3 1155 5 6.9 6.1 8.5 10.9 10.0 1.0 10.4
Return on capital
employed, percent 23.8 16.0 13.2 13:1 1.3 13.6 17.8 16.5 18.8 14.4
Equity ratio, percent 37.8 33.7 31.8 30.5 26.5 27.0 31.4 26.9 28.4 316
Risk-bearing capital ratio, percent 42.7 40.2 389 37.5 329 33.7 38.5 33.9 35.8 40.7
Debt-equity ratio 0.6 0.8 1.0 11 1:6 15 1.1 15 1.4 1.2
Current ratio 1.8 1.9 2.0 1.9 1.6 1.6 1.8 1.7 1.9 2.1
Year-End Statistics
Backlog of orders 29,426 26,876 24,171 23,625 23,055 25161 21,565 20,991 17,701 11,914
Number of employees
worldwide 69,229 65138 70,893 72,575 78,159 75116 70,783 66,300 69,860 65,910
Sweden 32,226 32,094 37,386 38,559 40,172 37,458 34,543 31,130 31,030 27,970

*For 1989, proposed by the Board of Directors

Definitions of terms used above are given on page 56.
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Ericsson's Personnel

Attracting and retaining

the best employees

Ericsson places great emphasis on personal
development and accordingly invests active-
ly to increase and stimulate the motivation
and expertise of its employees.

Wherever Ericsson operates, it seeks to
create workplaces that attract, retain and
develop the best employees. This should
occur as the result of effective leadership, a
growth environment, and appropriate terms
of employment. The combination of experi-
ence, knowledge and perseverance is a
strong base.

The further refinement of these factors
(management, environment and working
conditions) and a strengthening of employee
expertise will be decisive in determining
Ericsson's future as an excellent employer.

Employee development

From having been a traditional industrial
company, Ericsson has developed into a
knowledge company that places greater
emphasis on more comprehensive systems
know-how. At the same time, its products
are becoming more and more sophisticated
and increasingly greater demands are being
placed on special product knowledge. To
deal with these changes, Ericsson has there-
fore invested in a large number of specialists
who possess unigue expertise in strategical-
ly important areas.

To give employees an opportunity to
obtain a better total perspective, we are
continuously refining the work organization
by delegating both responsibility and author-
ity. This makes it easier to understand the
process and to see one’s own role in a
larger context.

Personnel data
Sales per employee in 1989 amounted to
SEK 571,000 (480,000).

100%

56~ year
46-55 year

75
36-45 year

50
26-35 year

25
-25 year

0

Distribution of Ericsson employees, by age groups.
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More than half of Ericsson's 70,000
employees are salaried employees. Of these,
one third have university or college degrees.
Another third have pre-university degrees.
Most of them hold degrees in technical fields
but Ericsson also has university graduates
with training in law, finance and other
disciplines.

Executive development

Ericsson has had well-organized, effective
executive development programs at the local
level for many years. In 1989 a new Erics-
son-wide system was introduced to identify
potential managers and, most important, to
conduct a qualified executive development
program.

Ericsson Management Institute began
operations during 1989. This will contribute
to the development of even better qualified
managers within Ericsson.

Expertise

The ability to continuously develop the

expertise of employees and utilize their

experience is decisive for the future.
Accordingly, various activities are under

way at all times within Ericsson to raise the

level of competence of its employees.

Relations with educational institutions
Ericsson allocates substantial resources to
strengthen its relations with the educational
community. The purpose is to influence both
the orientation of educational programs and
the students’ selection of programs, and to
increase students’ interest in, and knowl-
edge of, Ericsson.

This cooperation involves working primar-
ily with technical institutions, but also in other
educational areas, and through participation
in decision-making bodies. Research grants,
special college courses, and the sponsor-
ship of doctoral and graduate work and
adjunct professorships are examples of how
this cooperation is carried out.

Ericsson also participates regularly in
recruitment programs and similar activities
at universities and colleges, as well as at the
high school level locally. In addition, Ericsson
attempts to interest young people in the
Company by offering study tours and
apprenticeships.

Specialists and expert knowledge
Specialists and experts are appointed to
ensure that Ericsson has, and will have,
tomorrow’s knowlege and expertise in stra-
tegically important areas.

Their task is to make sure that the Com-
pany has employees with the requisite
knowledge in each area.

It is important for Ericsson to win the competition
for the highest-skilled employees, not only where
external recruiting is involved but, above all, in
holding and developing existing personnel.




Ericsson is an international enterprise, with more
than half of its 70,000 employees in locations
outside Sweden. More than 10,000 are
employed in Italy, one of Ericsson's most
important markets.

Intensive research and development programs, in
which more than 8,000 persons are engaged, are
carried out within Ericsson. (lower photo)
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Geographic distribution of
external sales, percent.

59 (59) Europe, excl. Sweden
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Public Telecommunications

Breakthrough for AXE in the U.S. market
Increased installations in Western Europe

Jan Stenberg

Total sales in 1989 amounted to SEK 19,214 m.

Operations are focused on the development,
production and installation of telecommunications
equipment for telecom operators (percentage of
total sales within parentheses).

Telephone exciianges ( 849%)
Transmission equipment (10%)
Telex and data processing equipment (1%)

Revenues from telephone operations and
miscellanecus activities amounted to 5% of sales.

The AXE exchange system continued to
be installed at an increasing rate during the
year and this was reflected in sharply
increased sales. As in the past, the largest
orders were received in the industrialized
countries, mainly in Western Europe.
Substantial follow-on orders were also
booked in Australia and Mexico.

The breakthrough for the AXE system in
the United States was finally attained in
1989. At the beginning of 1990, Ericsson
had the status of approved vendor to three
of the seven regional Bell operating compa-
nies, which constitutes an important base for
achieving long-term objectives in the U.S.

The greater part of the AXE deliveries
involved exchanges for local telecommunica-
tions traffic. At the same time, orders for
AXE for special applications in advanced
telecom networks, and for use as exchanges
in mobile telephone systems, also increased.

Breakthrough in the U.S.

In October, a five-year general agreement
was signed with Southwestern Bell covering
the replacement of telephone exchanges in
small and medium-size cities.

In December, a contract calling for volume
deliveries was signed with US West. Two
orders received in January 1990 confirmed
Ericsson's status as third supplier to Nynex.

Earlier, during the autumn, an important
order was received from Ameritech for AXE
as Service Control Points (SCP) to monitor
and control advanced telecommunications
services.

Demand for AXE exchanges for the mobile
telephone market in the U.S. rose sharply in
1989. '

Spain invests for 1992

Nearly one milion AXE lines were installed in
Spain during the year. Expansion of the tele-
communications network in that country has
accelerated in preparation for 1992, when
Spain will be host to both the Summer
Olympic Games and a World's Fair.

Great Britain - the largest AXE market
At year-end 1989, 2.2 million AXE lines had
been installed in British Telecom's national
network. With a total of 3.5 million lines
installed and on order, Great Britain has
become the largest single market for the
AXE system.

In addition, AXE exchanges are being
used in mobile telephone systems. Racal
Vodafone ordered 12 more AXE exchanges
for its network, in which 23 have already
been installed. These exchanges have a
capacity to serve slightly more than one
million subscribers.

An international AXE exchange was
placed in service by Mercury Telecommnica-
tions at the beginning of 1989. Equipment to
expand this exchange has been ordered.



Millionth line in The Netherlands

The millionth AXE line was handed over to the
telecommunications administration in The
Netherlands during the year. In addition, the
cornerstone was laid for a new development
laboratory in Rijen, in the southern part of the
country. The new unit will make it possible to
involve 50 additional persons in development
work on the AXE system.

ISDN network in Australia

The increase in number of services that Tele-
com Australia can offer its customers via a
nationwide AXE-based network for ISDN
(Integrated Services Digital Network) has
been well received in the market. Ericsson's
strong position in Australia has thereby been
further consolidated.

At year-end, a total of 2.4 million local AXE
lines had been installed in Australia. Imme-
diately after the first of the year, AXE equip-
ment valued at an additional SEK 750 m. was
ordered for delivery during 1990 and 1991.

Investment in Norway
In the beginning of 1989, as part of the pro-
gram to establish the AXE system in Norway,
Ericsson acquired a telecommunications op-
eration from Elektrisk Bureau A/S (EB). In
November, a bid was submitted in prepara-
tion for the pending digitalization of the Nor-
wegian fixed and mobile telephone networks.

The Danish telecom administrations signed
a new six-year contract extending the AXE
deliveries that began in 1983. The new
contract also covers integration of ISDN
functions in the AXE exchanges.

Business in Finland and Sweden also
developed well.

Difficulties in financing AXE

projects in China

During the year, the millionth AXE line was
handed over in the People’s Republic of
China, where Ericsson is one of the leading
suppliers, with a 23-percent share of the
market. Installations have been made pri-
marily in the coastal provinces. A representa-
tive office, the fourth in China, was opened in
Shanghai.

Deliveries continued in accordance with
contracts during the year but no new orders
could be signed during the second half due
to difficulties in obtaining soft-loan financing.
In mid-February 1990, preliminary contracts
valued at SEK 900 m. were still frozen,
pending financing arrangements. As a result,
invoicing in 1989 was SEK 200 m. lower
than expected.

Strong position in North Africa

Morocco, Algeria and Tunisia have devel-
oped into important markets for the AXE
system. In Morocco, Ericsson received con-
tracts valued at SEK 200 m. for local and
transit exchanges. In Tunisia, contracts
totaling SEK 250 m. were signed covering
international and local telephone exchanges.
Algeria placed orders for AXE equipment
amounting to SEK 280 m.

Inroads in India and Pakistan
An important inroad for AXE was recorded in
India, where Ericsson signed contracts for
the installation of four international telephone
exchanges. India is deemed to be an
important market of the future.

In Pakistan, the signing of agreements
covering the delivery of 50,000 lines marked
a reentry into this market.

Important markets in Latin America
Ericsson is maintaining its position as main
supplier to TELMEX (Teléfonos de México).
More than 3,000,000 lines have been
ordered for installation in coming years.
Ericsson will also supply a state-of-the-art
dedicated network for business communica-
tions.

Contracts for substantial volumes of AXE
equipment were signed with a number of the
leading telecom administrations in Brazil.

In Uruguay, installation of a project
involving 200,000 local AXE lines and a fiber
optic transmission network was completed
during the year. New orders covering
expansion of the project were received at
the same time.

The Business Area in brief SEK m. and percentage of Ericsson totals

1989 1988 1987
Order bookings, external 17,438 41.5% 15,868 44.5% 11,687 35.0%
Net sales, external 17,280 43.7% 13,677 43.7% 10,901 33.6%
Net sales, internal 1,934 = 1,302 - 1,346 -
Operating income after depreciation 3,539 . 1,929 - 1,359 =
Employees 33,289 48.1% 32,386 49.7% 29,854 421%

41



Geographic distribution of
external sales, percent.
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Radio Communications

Fastest-growing Business Area
Joint venture with GE strengthens position

Lars Ramaqvist

Total sales in 1989 amounted to SEK 8,113 m.

The Business Area comprises the following
product areas (percentage of total sales within
parentheses):

Mobile telephone systems ( 56%)
Mobile telephones (14%)

Mobile radio (15%)

Mobile data systems (1%)
Personal paging systems ( 7%)
befense communications (7%)

The Business Area ended the Eighties with a
sharp increase in sales and a strong improve-
ment in profitability, notably in mobile tele-
phone systems, which was also the fastest-
growing operation. At year-end, the Business
Area had more than 10,000 employees
engaged in various forms of mobile communi-
cations, compared with slightly more than
6,000 a year earlier.

One factor contributing to the sharp growth
is the joint venture that was started with GE
at midyear.

Ericsson GE Mobile Communications
Certain sectors of the Business Area were
merged with GE's operations in mobile
communications to form Ericsson GE Mobile
Communications, in which Ericsson has a 60-
percent interest and GE 40 percent.

The business concept is to offer advanced
products, systems and services for cellular
mobile telephone systems in the U.S. and
Canada, as well as for mobile business com-
munications systems and mobile telephones
globally. The merger makes Ericsson the
second largest mobile communications supp-
lier in the world, after Motorola.

Most important, the merger strengthens

Ericsson's position in the U.S. and Canada,
where it will have access to GE's sales and
service network for mobile telephones,
mobile data terminals and mobile radio sys-
tems. Production for the North American
market will take place in the Lynchburg,
Virginia plant, which has 1,600 employees.
The new company will benefit from its
strong positions in the U.S. and Europe,
helped by the Ericsson and GE names, both
of which are firmly established in the market.

Rapid growth for mobile

telephone systems

The increase in deliveries to operators of
mobile telephone systems is due primarily to
the large influx of subscribers in the existing
analog systems in Europe, North America
and Australia. Ericsson's successful opera-
tions in the U.S. are continuing, with rapidly
expanding systems in Florida and California,
among other regions. Ericsson has nearly
one fourth of the market for mobile tele-
phone systems in the U.S., and more than
half of the market in Canada.

Digital mobile telephony

In 1991, the new GSM (Group Speciale
Mobile) Pan-European digital mobile tele-
phone system will begin to be placed in
service. During 1989 Ericsson signed con-
tracts to deliver systems in Great Britain,
France, Switzerland, Spain, Italy and
Denmark. Sweden and Finland were added
early in 1990.

In January 1989, the TDMA (Time Division
Multiple Access) technology proposed by
Ericsson was selected in the U.S. as the
American standard for digital mobile
telephony.

The changeover to digital technology in
the U.S. is taking place through gradual
conversion and expansion of existing analog
systems. Ericsson's strong position where
the latter are concerned constitutes a good
base for continuing deliveries of digital
systems.

New generation of pocket telephones
During the autumn of 1989 Ericsson
launched "HotLine Pocket,” a new genera-
tion of pocket-format mobile telephones.
The new unit weighs 420 grams (14.8
ounces), including battery, and has a talk
time of one hour and 15 minutes. The
excellent talk time effect, the ratio of call time
to weight, resulted in rapid marketing suc-
cesses.

During the year, Taiwan, Hong Kong, the
People's Republic of China, and ltaly
became new markets for HotLine mobile

" telephones, which earlier had been produ-

ced only for NMT (Nordic Mobile Telephone)
systems.

Mobitex successes

New, strategically important orders for the
Mobitex mobile data system were obtained
in the U.S. and Great Britain. In the U.S., the



system will be delivered to RAM Broadcasting
Corporation, which is building a nationwide
mobile data network, beginning with the 50
largest cities.

Ericsson will also deliver a nationwide
Mobitex system to the same customer in
Great Britain. The expansion of mobile data
networks is expected to be rapid. It is esti-
mated that there will be four million subscri-
bers throughout the world in 1995.

Cordless telephones

During 1989 Ericsson's personal paging op-
erations, based in The Netherlands, intro-
duced local personal paging systems that
can be linked to personal computers.
Personal pagers for nationwide networks
were also delivered during the year. This
business was formerly concentrated on local
networks.

Development of a new small cordless tele-
phone, to be introduced during 1990, was
completed in 1989. This instrument will make
it possible for employees of companies and
organizations to move freely about their pre-
mises and still be able to make and receive

Penetration in countries

calls via the subscriber exchange without
being tied to the permanently installed
telephone at their work station.

The new DCT 900 (Digital Cordless Tele-
phone) instrument will later be adapted to
the DECT (Digital European Cordless Tele-
communications) standard. This European
standard, which is supported by Ericsson,
is expected to be ready in 1992,

Around the year 2000 there can be 30
million DECT-based cordless telephones in
Europe.

Defense communications

Deliveries of the new, advanced "8000”
digital tactical radio to the Swedish Defense
Forces were begun during 1989. The radio
contains a ciphering system, based on "fre-
quency-hopping,” that is very difficult to
break and which will also be used in the new
commercial mobile telephone systems in the
Nineties.

Operations in the defense communica-
tions sector are being restructured to adapt
to the new conditions in the defense industry
throughout the world.

Number of mobile telephane subscribers per 100 inhabitants. January 1990.

[0.001 China
. 027 W. Germany
_ 0.33 Japan
- 033 Malaysia
. 038 Netherlands
— 0.96 Australia
— 1.14 Switzerland
RN TR T 137 USA
v s | 4 Kuwai
_ 1.60 United Kingdom
S ST R ] 2 42 Denmark
_ 4.20 Sweden
_ 4.23 Morway
Source: Ericsson
The Business Area in brief SEK m. and percentage of Ericsson totals

1989 1988 1987
Order bookings, external 9,340 22.2% 5107 14.3% 3,267 9.8%
Net sales, external 8,062 20.4% 4,745 15.2% 2,839 8.8%
Net sales, internal 51 - 91 - S 44 ~
Operating income after depreciation 692 - 264 - 210 B
Employees 10,142 14.6% 6,298 9.7% 4,777 B6.7%
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Geographic distribution of
external sales, percent.

60 (60) Europe, excl. Sweden

Australia, New Zealand
10(8) and Oceania
10 (8)

8(10)

Sweden

Latin America

7(8) US.A. and Canada

5(4) Asia

(2) Others

Total sales in 1989 amounted to SEK 5,186 m.

The Business Area is active in the following
product areas (percentage of total sales within
parentheses):

MD110 subscriber exchange (57%)
0‘-ther subscriber exchanges (20%)
Telephane instruments (9%)

Data networks (7%)

Other products (7%)

The continued improvement in operating
results was due to sharply higher sales and
further improvements in operating efficiency.
The increase in sales was attributable mainly
to the MD110 product area, which accounts
for a steadily rising percentage of the Busi-
ness Area’s operations. The single fastest-
growing product area is the Eripax data
network, whose sales nearly doubled in 1989.

Western Europe is largest

MD110 market

A total of 800,000 MD110 lines were installed
during the year and a number of new con-
tracts were signed. Western Europe, where
Ericsson has established an ever-stronger po-
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Business Communications

MD110 exchange stronger in the world market
Complete program for private communications

Ronny Lejdemalm

sition as a supplier of private communications
systems, is the most important market area.

In West Germany, ABB Asea Brown Boveri
in Mannheim placed an order for 8,000
MD110 lines; in The Netherlands, contracts
were signed with the City of Rotterdam cover-
ing the installation of 15,000 lines over a five-
year period. In Norway, 6,000 lines were
installed in a communications system for the
University of Trondheim.

Breakthrough orders in Eastern Europe
The operator of the Brno Trade Fair in
Czechoslovakia, one of the larger exhibition
sites in Eastern Europe, ordered an MD110
system to be placed in service during the
summer of 1990. This will be the first MD110
installation in Eastern Europe.

Sharp increase in sales of

data networks

Sales of the Eripax data network rose sharply
during the year and the system has now been
installed in 14 countries.

Italy, where Ericsson has more than half of
the market for private networks used in large
companies and organizations, is the largest
market. An order for a data communications
system for the underground railway in Milan

was received during the year. Another contract
was placed by the Stock Exchange in Milan.
The Stock Exchange in Frankfurt also order-
ed Eripax, which has now been installed in the
stock exchanges in London, Helsinki and
Stockholm, among other locations.

Launch of BCS150 proves successful
The BCS150, a new, advanced digital com-
munications system for small and medium-size
customers, was introduced in 1988. The sys-
tem has been marketed successfully in a
number of countries. Important contracts
were signed in Australia, New Zealand,
Sweden and The Netherlands during 1989.
In all, 300,000 lines of BCS150 and equip-
ment for other small exchanges were
delivered during the year.

International private networks
Companies and organizations are increasingly
demanding private voice-and-data networks
that serve broad geographical areas within a
country and internationally.

A number of important orders in this sector
were received in 1989. One contract involves
a nationwide network for BP in Australia.
Another is a general agreement with Polaroid
covering a global private network and the
purchase of Ericsson products by Polaroid
companies in 25 countries.

Cooperation agreement with N.E.T

A cooperation agreement with N.E.T. (Net-
work Equipment Technologies, Inc.), an Amer-
ican company, was concluded in December.
The company has products that will be mar-
keted along with MD110 and Eripax. Ericsson
will thereby be able to offer its customers
more flexible and complete communications
programs, especially when nationwide and
global networks are involved.

Distribution in Sweden via Swedish
Telecom

An agreement was signed with Televerket (the
Swedish Telecommunications Administration)
under the terms of which Televerket will
become the exclusive distributor of the Busi-
ness Area’s products in Sweden. The agree-
ment covers the MD110, BCS150 and Eripax
systems, among others. It also calls for broad-
ened cooperation in development work, as
well as the sale to Televerket of operations
within Ericsson Sverige AB, a marketing
company.

The Business Area in brief SEK m. and percentage of Ericsson totals

1989 1988 1987
Order bookings, external 4,854 11.5% 4113 11.6% 3,303 9.9%
Net sales, external 4912 12.4% 3,540 11.3% 3,139 9.7%
Net sales, internal 194 - 163 - 175 -
Operating income after depreciation 252 & 155 - -2 -
Employees 8,066 11.6% 7,138 11.0% 6,580 9.3%




Geographic distribution of
external sales, percent.

47 (51)
35(29)

Sweden

Europe, excl. Sweden

9(6) Asia

7(6) Latin America

2(7) U.S.A. and Canada

(1) Australia

Total sales in 1989 améur-wtéa;c_:“E‘TEK 5.465_ m.
During 1989 the Business Area had operations in

the following areas (percentage of total sales within
;Eentheses):

Cable comprising power cable used for distribution
of electricity, telecommunications cable used for
the transmission of telecommunications, and
speciality cable (55%)

Network construction including planning and
installation of telecommunications and data
networks, and telecom plants ( 45%)

The two former Business Areas, Cables and
Network Engineering and Construction, were
merged at midyear to form a single unit,
Cable and Network. The signaling sector
within Network Engineering and Construction
had been divested earlier in the year. An
agreement has been reached covering the
sale of the Tocksfors Verkstads AB cable
company. It was also decided during the year
to carry out a certain restructuring of the
specialty cable division in Kungsbacka, and
of the Swedish network company, Ericsson
Network Engineering AB.

With Cable's emphasis on operations in
Sweden and Latin America, and Network
Engineering and Construction's focus on the

Cable and Network

Merger of Business Areas strengthens
competitiveness in the market

Lars Berg

Middle East and Southeast Asia, the merger
will offer increased competitiveness in the
market. In addition, cables constitute a signi-
ficant part of large network projects.

The restructuring placed demands on re-
sources during 1989 and accordingly had a
short-term negative impact on operating
results.

Strong cable business in Sweden

Ericsson Cables strengthened its position in
the Swedish market despite stiffening com-
petition from outside suppliers. The percent-
age of optical cables delivered to the Swedish
Telecommunications Administration increased
and new contracts were signed covering
deliveries during 1990. Exports of optical
cables to such countries as Saudi Arabia,
Oman, China and the Philippines also
increased.

Continuing increases in investments in the
construction sector and in industry contribut-
ed to strong sales by both the Power Cable
Division and SELGA, the electrical equipment
wholesaler.

Difficult economic problems in
Latin America
Ericssons' cable companies in both Argentina

and Brazil reported lower order bookings
and poorer operating results as a conse-
quence of the high inflation and economic
problems in the two countries.

The cable company in Mexico reported
good earnings, despite stiffer competition
caused mainly by lower import tariffs.

Continued expansion in Southeast Asia
Network operations in Southeast Asia, man-
aged from the regional company in Singa-
pore, continued to expand. The project
under way in Thailand was increased and a
similar project in Malaysia is continuing into
the Nineties. A wholly owned company and
a partly owned subsidiary were established
in the Philippines.

Project in Turkey

The Ericsson company in Turkey, which is
now wholly owned, is engaged in a number
of different network construction projects.
The largest are in the cities of Istanbul and
Ankara. The company intends to remain one
of the largest builders of networks in the
country during the Nineties.

Focus on European markets

During the year the Business Area formed a
new group of companies in Spain and plan-
ning for the construction of a cable plant for
fiber optics in Barcelona was begun. There
are major prospects for continuing substan-
tial growth of the network construction
market in Spain.

In ltaly, SIELTE, the Business Area's
largest company, received large orders from
the telecom administrations.

A new network project for British Telecom
was started up in a very short time. Ericsson
Network Engineering Ltd. is now building
public telecommunications networks in a
number of East Midlands cities. This project
has been expanded successively.

Large project completed in Africa

A very large, technically advanced private
telecommunications network for NNPC, the
Government-owned Nigerian oil company,
was completed during the year. More than
900 kilometers long, it is today one of the
largest digital fiber optical telecommnica-
tions networks in Africa.

The Business Area in brief SEK m. and percentage of Ericsson totals

1989 1988 1987
Order bookings, external 5,759 13.7% 6,218 17.5% 5,864 17.6%
Nets sales, external 5,220 13.2% 5,643 18% 5,423 16.7%
Net sales, internal 245 - 426 - 522 -
Operating income after depreciation 350 - 490 - 397 -
Employees 8,742 12.6% 9,846 15.1% 10,098 14.2%
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Components

Increased production for Ericsson systems
Power supply equipment a growing sector

Bert Jeppsson

Total sales in 1989 amounted to SEK 1,983 m.

The Business Area manufactures and markets
electronic components, including fiber optical
components, and power supply equipment, with
emphasis on applications in telecommunications.
Standard components are sold in certain markets
on an agency basis. Operations comprise three
product areas (percentage of total sales within
parentheses):

Microelectronics, including fiber optical com-
ponents (36%)

Power supply'ec-]'uipment and cooling systéms
(47%)

Standard components (17%)

The increase in sales is attributable primarily
to products used in Ericsson systems, which
accounted for 64 percent of total sales.
External sales, in contrast, were virtually
unchanged from 1988, reflecting the
depressed external market for compenents.

Strong growth in power supply sector
There was a strong increase (42%) in sales
of power supply equipment, notably for use
in power systems in telecommunications but
also for built-in power systems.

The growth in sales has resulted in increased
demand for higher production capacity.
Spain, Mexico and Great Britain were strong
markets.

As a consequence of changes in technolo-
gy and depressed prices for chips, the market
for sales of microelectronics became more
difficult.

Fiber optics - a growth market

Advanced fiber optical components account
for part of the Business Area’s sales of micro-
electronic products. Sales of these compo-
nents increased in 1989 and continuing
growth is indicated. Substantial resources
have been allocated for research, develop-
ment and production of these products, and
external marketing has begun.

Continued concentration on
telecommunications

Continuing product development has been
increasingly focused on telecommunications,
both access and system functions and
terminal functions.

A new generation of power supply equip-
ment for telecommunications applications —
employing a combination of the knowledge
gained in developing power supplies and
microelectronics - is under development.

Strong sales of standard components in
Scandinavia

As an agency for the sale of standard com-
ponents, the Business Area has maintained
its position as the largest supplier of electron-
ic components in Scandinavia. A weaker
market could be noted during the latter part
of 1989, however.

Specialized research and development
Ericsson Components acts as a central devel-
opment unit in certain specialized areas and
carries out research projects in its fields of
expertise for other Business Areas within
Ericsson. During the year considerable
resources were allocated for the next gen-
eration of line circuits and other access cir-
cuits, as well as for the next generation of
power supply equipment.

The Business Area is participating in the
development of components technology for
fiber optics as part of Ericsson’s involverment
in the European RACE programs in the field
of information technology.

The Business Area in brief SEK m. and percentage of Ericsson totals

1989 1988 1987
Order bookings, external 733 1.7% 676 1.9% 768 2.3%
Net sales, external 716 1.8% 707 2.3% 763 2.4%
Net sales, internal 1,267 - 1,032 - 1,047 =~
Operating income after depreciation 142 - 113 - 88 -
Employees 2218 3.2% 2180 3.3% 3,578 5.0%
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Total sales in 1989 amounted to SEK 3,394 m.

O_perations_o_f the Business Area were conducted
in four different product areas during the year
(percentage of total sales within parentheses):

Avionics and airborne electronics (35%)
Mobile defense systems (36%)

6omrr"|and and control systems ( 17%)]

Microwave and satellite communications
(12%)

Defense Systems

Local search radar for the Swedish Defense Forces
Other important projects postponed

Ulf H Johansson

In both the Swedish and Italian sectors of the
Business Area, the trend of the market and of
order bookings continued o be weak in
1989. A number of important defense proj-
ects were postponed and appropriations for
procurement of defense materiel declined in
Sweden as well as internationally. However,
the trend of business in 1989 was somewhat
more favorable than in 1988, resulting in
some large orders from Swedish and foreign
customers.

The loss recorded in 1989 was due to
excess capacity and high project costs, no-
tably in radar operations. But operating
results improved in the Swedish sector, in
which Ericsson Radar Electronics is the core
company. The trend of operating results in
the ltalian operations was somewhat less
favorable than expected.

Local search radar for the Swedish
Defense Forces

The mobile defense systems product area
received a contract valued at SEK 475 m.
covering series deliveries of PS-91 local
search radar for the Swedish Defense Forces.
This marked a breakthrough in the market for
this new product. Ericsson was also
designated as supplier of the thermal imager
sight for the new RBS90 air defense system.

Norway and Canada order GIRAFFE
systems

Norwegian authorities placed a contract
valued at SEK 615 m. for the GIRAFFE 50AT
mobile radar and command and control air
defense system. Canadian authorities

signed an additional contract for SeaGIRAFFE
naval air/surface search radar, this time for
frigates in the Montreal class.

The JAS accident — Costs not fully
covered

The work on airborne radar, system comput-
er, electronic display system, and electronic
countermeasures for the JAS 39 Gripen, the
new Swedish multirole combat aircraft, pro-
ceeded according to plan, taking into account
the comprehensive and costly changes that
had to be made in test programs following
the accident to the firsi test aircraft in February
1989.

The costs incurred as a result of the acci-
dent were settled with the customer during
the year, but were not fully covered. Series
deliveries of the JAS 39 Gripen are expected
to begin in 1993.

The Swedish Defense Materiel Administra-
tion placed an order for the initial development
of the PS 890 airborne early warning radar
(ERIEYE).

Radio links for the U.S. Armed Forces
Growth of the market for radio links (MINI-
LINK) was highly favorable during 1989.

GTE placed a new order for radio links for

the U.S. Army's new MSE tactical com-
munications system. A number of important
commercial orders for radio links were
received from international customers. During
the year, Ericsson delivered radio link number
5,000 to the Finnish PTT.

Merger of command and control system
division with Bofors unit

At year-end, as part of the restructuring of
the Swedish defense industry, Ericsson's
division for command and control systems
was transferred to Bofors Electronics AB, in
which AB Bofors now has an 80-percent
interest, and Ericsson 20 percent. At the
same time, responsibility for weather radar
operations was transferred from Ericsson
Radar Electronics to the Business Area's
Spanish company, SATESA, and responsi-
bility for operating and maintenance systems
was moved to Ericsson Telecom.

The Business Area in brief SEK m. and percentage of Ericsson totals

1989 1988 1987
Order bookings, external 3814 91% 3,286 9.2% 2,767 8.3%
Net sales, external 3252 B8.2% 2548 8.1% 3,203 9.9%
Net sales, internal 142 - 280 - 169 -
Operating income after depreciation  -46 - -87 - 182 -
Employees 5510 7.9% 6,070 9.3% 6,874 9.7%
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LM Ericsson Share Data

Capital stock

The capital stock of the Parent Company,
Telefonaktiebolaget LM Ericsson, amounted
at December 31, 1989 to SEK 2,049 m.,
represented by 40,974,934 shares. The par
value of each share is SEK 50. Of the total
number of shares outstanding, 2,479,684
are restricted "A” shares and 1,248,831 are
unrestricted "A" shares, all carrying one vote,
and 37,246,419 are unrestricted "B" shares,
each of which carries one thousandth of a
vote.

The Articles of Association of the Parent
Company stipulate that not more than 35
percent of the voting rights in the Company
may be represented by unrestricted shares
that may be owned by foreign citizens as
well as citizens of Sweden. At year-end the
maximum possible voting rights of unrestric-
ted shares outstanding amounted to 34.2
percent of the total voting rights, and the
actual voting rights of unrestricted shares
outstanding represented 0.3 percent of the
total.

During 1989 the number of shares
increased by 2,760,310 through conversion
of debentures. During the period between
January 1 and February 15, 1990 additional

debentures were converted to 18,689 "B"
shares, thereby increasing to 40,993,623
the total number of shares entitled to
dividends as of the record date.

Employee ownership of Ericsson shares
Ericsson employees are able to purchase
the Company's shares via bank loans
arranged on favorable terms by the Compa-
ny. Since 1973, when Ericsson began to
arrange such loans, more than 5,900
employees have taken advantage of this op-
portunity, purchasing a total of approximate-
ly 425,000 shares.

Ericsson's Share Savings Fund was start-
ed in 1981 and Ericsson’s General Savings
Fund in 1984. There are 2,533 participants
in the Share Savings Fund and 2,719 in the
General Savings Fund. The funds have
invested in Ericsson shares and at year-end
the total holdings of the two funds amounted
to 99,890 shares, or approximately 0.2
percent of the total number outstanding.
During the year, the General Savings Fund
sold shares and in their place acquired
additional debentures pertaining to the
convertible debenture loan Ericsson issued
to employees in the autumn of 1987.

Following this, the Fund's holding amounted
to 3,650 blocks representing 91,250 shares.
In addition to the participants in the General
Savings Fund, slightly more than 15,000
employees own convertible debentures
issued in connection with the loan.

The debenture certificates may be con-
verted to shares up to and including March
15, 1993; to date, SEK 1.2 m. of the loan
has been converted to 4,525 "B" shares.
The convertible debentures were listed on
the Stockholm Stock Exchange on February
23, 1990.

Volume of trading
Ericsson shares are one of the Swedish
securities most actively traded outside
Sweden. During 1989 24 percent of the total
trading in Ericsson shares occurred on the
Stockholm Stock Exchange; virtually all of
the remaining trading occurred in London
and in the U.S. The Company's shares were
introduced on the exchanges in Basel and
Zirich during the autumn of 1989.

In all, approximately 75 percent of Erics-
son's shares are owned by Swedish and in-
ternational institutions.

Stock exchange trading
LM Ericsson’s "A" and "B" shares are listed
on the Stockholm Stock Exchange.

The "B" shares are also traded in the form
of ADRs (American Depositary Receipts) via
the NASDAQ electronic quotation system in
the U.S. and are listed on the exchanges in
Basel, Dusseldorf, Frankfurt am Main,
Geneva, Hamburg, London, Oslo, Paris and
Zurich.

Each ADR represents one "B" share. The
most active trading occurs in Stockholm,
London and New York. .

Trading volume in Stockholm

The turnover of LM Ericsson shares during
the years 1985-1989, as recorded on the
Stockholm Stock Exchange, is shown in the
accompanying table. Ericsson shares
accounted for 1.6 percent of the total
number of shares traded on the Exchange
during 1989, and for 5.4 percent of the
volume in Swedish kronor.
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1985 1986 1987 1988 1989
Year  Number of shares
1989 9,933,706
1988 15,404,776
1987 21,189,730
1986 21,321,417
1985 13,379,300

Exports/Imports (SEK m.)

Exports of LM Ericsson shares from Sweden
and imports of such shares to Sweden
during the years 1985-1989 were as shown
in the accompanying table.

Year Exports  Imports Net
1989 499 1,384 -885
1988 585 635 -50
1987 401 1,233 -832 .
1986 1,319 1,398 -79
1985 1,374 1,165 209

Sources: Bank of Sweden and Swedish Bank Inspection Board



Share

Dividend
Adjusted net income per share

- after actual taxes paid

— after full conversion

- after actual and estimated

deferred taxes

— after full conversion
Net income per share in accordance

with U.S. GAAP

— after full conversion
P/E ratio | Ericsson B share"
P/E ratio Il Ericsson B share?
Share price, December 31
Stockholm Stock Exchange

— Series "A" restricted

— Series "A" nonrestricted

— Series "B" nonrestricted
High for year

- Series "B" nonrestricted
Low for year

— Series "B" nonrestricted

1989 1988 1987 1986 1985
14.00" 10.50 9.00 9.00 9.00
58.34 27.06 17.90 14.96 12.62
55.35 24.07 17.79 14.93 12.55
53.8t 31.29 19.26 17.21 15.15
51.18 27.79 19.09 g i 7 14.99
52.71 32.17 17.22 17.21 19.90
49.94 29.05 16.79 difc2i 18.96

156.1 13.6 8.5 14.3 17.8
16.4 11.8 79 12.4 14.9
1,000 470 300 325 260
950 470 300 325 250
880 368 153 214 225
940 369 304 307 311
356 155 149 208 189

1) P/E ratio | = Price per share divided by profit per share after actual taxes paid.
2) P/E ratio Il = Price per share divided by profit per share after actual and estimated deferred taxes.

* For 1989, proposed by the Board of Directors

Changes in capital stock

Number of shares  Capital stock

1976 January 1 15,380,117 769,005,850
1-for-4 stock divided 3,845,029 192,251,450

1-for-6 new issue, sex 75 2,563,352 128,167,600

1982 1-for-2 stock dividend 10,894,248 544,712,400
1983 Special new issue, usb 62.5 4,000,000 200,000,000
Conversions 181,677 9,083,850

1984 Conversions 39,049 1,952,450
1985 Conversions 47,789 2,389,450
1986 Conversions 1,211,121 60,556,050
1988 Conversions 52,242 2,612,100
1989 Conversions 2,760,310 138,015,500
1989 December 31 40,974,934 2,048,746,700

Distribution of shares

(Year-end 1989)

At December 31, 1989, approximately 25
percent of the Company’s shares were held
by shareholders outside Sweden. The voting
rights accruing to these shares amounted to
about 0.3 percent of the total.

Shareholders Shares Number of
Size of holding Number % Number % shares per
shareholder

1—- 500 70,435 946 4,738,684 11.6 67
501- 1,000 2,127 2.9 1,649,318 4.0 775
1,001 - 2,000 858 1.2 1,316,485 3.2 1,534
2,000- 5,000 466 0.6 1,577,425 3.9 3,385
5,001 - 10,000 193 0.3 1,422,909 3.5 7,373
10,001 - 20,000 107 0.1 1,567,513 3.8 14,650
More than 20,000 196 0.3 28,702,060 70.0 146,439
Total 74382 100.0 40,974,394 100.0 551

Stockholders

The dominant influence is divided between the
so-called Svenska Handelsbanken interests,
with 42.3 percent of the voting rights, and
the Wallenberg and Skandinaviska Enskilda
Banken interests, with 41.9 percent.

The largest stockholders, ranked by voting rights, at

December 31, 1989 were as follows:
Number of shares

Percent
of voting

AB Industrivarden 840,000
Knut och Alice Wallenbergs Stiftelse 530,296
Forvaltnings AB Providentia 444,000
AB Investor 394,000
Svenska Handelsbankens Pensionsstiftelse 188,000
Pensionskassan SHB Forsakringsforening 188,000
Stockholms Enskilda Banks Pensionsstiftelse 115,000
Forvaltnings AB Delus 110,000
Handelsbankens Skattefond 134,807
Wallenbergs Stiftelse, Marianne och Marcus 90,000
Oktogonen, Stiftelsen 80,000
Jan Wallanders Stiftelse for Samhaéllsvetenskap 56,000
Livforsakrings AB Skandia 1,496,253
Svenska Handelsbankens Personalstiftelse 54,000

223
14.1
11.8
10.5
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Board of Directors

Hans Werthen

%
&

N

Carl Wilhelm Ros

Members

Hans WERTHEN
(1919°)

Chairman

Honorary Doctor of
Technology, Chairman of
the Boards of AB
Electrolux and Stockholms
Optionsmarknad OM
Fondkommission AB
Member since 1981
Shares held: B 3,000

JAN WALLANDER
(19207)

Deputy Chairman

Doctor of Philosophy,
Chairman of the Boards of
Svenska Handelsbanken,
Investment AB Bahco and
the Wennergren Center
Foundation

Member since 1970
Shares held: A 15, B 797

Sten Wikander Peter Wallenberg

Georg Kamsund Sven Ljungberg

PeTeEr WALLENBERG
(1926°)

Deputy Chairman
Honorary Doctor of
Economics, First Vice
Chairman of the Board of
Skandinaviska Enskilda
Banken, Chairman of the
Boards of Atlas Copco AB,
AB Investor, Forvaltnings
AB Providentia, STORA
and President of the Inter-
national Chamber of
Commerce (ICC).
Member since 1972
Shares held: B 5,635

GEeORG KARNSUND
(1933%)

President and Chief
Executive Officer of
Saab-Scania AB,
Chairman of the Board of
Industrigruppen JAS AB
Member since 1987

Tommy LINDBOHM
(19477)

Employee representative
Member since 1988
Shares held: B 205
Convertible

debentures: 500"

Sven LJUNGBERG
(1944°)

Employee representative
Member since 1986
Shares held: B 4
Convertible

debentures: 125"

Sven OLvING

(1928}

Doctor of Science,
Professor of Chalmers
University of Technology,
Chairman of the Royal
Swedish Academy of
Engineering Science,

Chairman of the Board of

AB Volvofinans
Member since 1980

Jan Stenberg

Bjérn Svedberg

STANLEY OSCARSSON
(1927%)

Employee representative
Member since 1987

SteEN WIKANDER
(1927%)

Chairman of the Boards
of Hennes & Mauritz AB
and the Swedish Export
Credit Corporation
Member since 1987

Tommy Lindbohm

Jan Walland

Arne Mohlin Gothe Soderky

Sven Aarup

(1930%)

Chairman of the Board
of AGA AB

Member since 1983

BUORN SVEDBERG
(1937%)

President and Chief
Executive Officer,
Honorary Doctor of
Technology
Member of the
Boards of AGA AB,
Atlas Copco AB and
the Federation of
Swedish Industry
President and
member since 1977
Shares held: B 3,755
Convertible
debentures: 5,650



>mas QOlsson

Deputy Members

CLaEs-GORAN
LARSSON

(19547)

Employee representative
Member since 1988
Convertible

debentures: 50™

ARNE MOHLIN
(1921%)

Former Executive

Vice President
Chairman of the Board of
the Swedish Standards
Association (SIS)
Member since 1976
Shares held: B 1,819
Convertible
debentures: 4,325™"

THomas OLssON
(1944%)

Employee
representative
Member since 1985
Shares held: B 300

Stanley Oscarsson

Claes-Goran Larsson

CaRL WIiLHELM Ros
(19417

Executive Vice President
Member since 1986
Shares held: B 1,006
Convertible

debentures: 4,325"

JAN STENBERG
(1939%)

Executive Vice President
Member since 1982
Shares held: A4, B 4
Convertible

debentures: 4,325

GOTHE SODERKVIST
(1945%)

Employee representative
Member since 1989
Convertible

debentures: 125**

Corporate Officers

Corporate Executive Committee

Business Areas

BuObrRN SVEDBERG

President and Chief Executive Officer
Telefonaktiebolaget LM Ericsson
Lars Ramavist

Executive Vice President

CarL WiLHELM Ros
Executive Vice President and
Chief Financial Officer

JAaN STENBERG
Executive Vice President

Corporate Staffs

STEPHAN ALMQVIST
Senior Vice President
Corporate Treasury

LENNART GRABE
Senior Vice President and General Counsel
Corporate Legal Affairs

HarRY JOHANSSON
Senior Vice President, Corporate Audit

Bo Lanpin
Senior Vice President, Corporate
Markets and Corporate Planning

GosTta LINDBERG
Senior Vice President, Corporate Technology
and Standards, and Chief Technical Officer

NiLs Ingvar Lunpin
Senior Vice President
Corporate Relations

BrT ReEiGo

Senior Vice President

Corporate Human Resources and
COrganization

Ake Stavuna
Senior Vice President
Corporate Financial Control

Lars Bera

Senior Vice President

Cable and Network

President, Ericsson Cables AB and
Ericsson Network Engineering AB

BerT JEPPssON

Senior Vice President

Components

President, Ericsson Components AB

ULF H. JoHANSSON

Senior Vice President

Defense Systems

President, Ericsson Radar Electronics AB

Ronny LEJDEMALM
Senior Vice President
Business Communications
President, Ericsson Business
Communications AB

Lars Ramavist

Executive Vice President

Radio Communications

President, Ericsson Radio Systems AB
{Untif January 31, 1990)

JAN STENBERG

Executive Vice President

Public Telecommunications
Fresident, Ericsson Telecom AB

Auditors
Statutory Auditors Deputy Auditors
Davip Jones CaRL-Eric BoHLIN

Chartered Accountant, Price Waterhouse

NiLs-AxeL Frisk
Former Executive Vice President (Finance),
Swedish Staff Pension Fund

OLoF HEeRoLF
Authorized Public Accountant, Price Waterhouse

* Year of birth

Authorized Public Accountant, Price Waterhouse

KRiSTER HERTZEN
President, Swedish Staff Pension Fund

StepHAN ToLsTOY
Authorized Public Accountant, Price Waterhouse

** Each convertible debenture corresponds to one "B" share
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Ericsson

Parent Company, Subsidiaries, Associated
Companies, Regional and Technical Offices
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Algeria ~ Argentina Australia o ~ Belgium
Telefonaktiebolaget LM Ericsson ~ Compania Argentina de LM Ericsson Pty. Lid. Ericsson Business
Bureaux Techniques d'Algérie Teléfonos S.A. Broadmeadows Communications NV/SA
El Djazair Buenos Aires Lars Estberger Brussels
Hugo Agnvall Stig Johansson Ericsson Components Pty. Ltd. Géran Schiyter
SITEL - Société Industrielle Compania Ericsson S.A.C.I. Preston Ericsson European Support
Algérienne de Buenos Aires Neil McCormick Centre SNC/VOF
Télécommunications Péar Waller Ericsson Defense Systems Pty. Ltd. Bryssets
Tlemcen ) I . Krister Erlandsson
lbrahim Bensmail Industrias Eléctricas de Quilmes Preston ) o

S.A. lvan Trayling N.V. Nira Communication

Quilmes : . ' Systems

Arvid Jauring E;ra Azstraﬁsi\?" Ltd. Zaventem

exanaria TOny WGYF‘IS

Brian Fitzgerald
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Brazil

Ericsson Amazonia S.A.
Manaus
Sergio Monteiro De Carvalho

Ericsson do Brasil Comércio e
Industria S.A.

Sé&o Paulo

Sergio Monteiro De Carvalho

Fios e Cabos Plasticos do Brasil
S.A.

Rio de Janeiro

Jan Erik Andersson

Brunei Egypt Hongkong

Ericsson Network Engineering Telefonaktiebolaget LM Ericsson  Ericsson Communications
(Brunei) Sdn Bhd Egypt Branch (Hong Kong) Ltd.

Negara Brunei Darussalam Cairo Hongkong

Trygve Urdahl Staffan Hult Rolf Granstréom

Canada Sl El Salvador India o
Ericsson GE Mobile Telefonakhebolaget LM Ericsson  Ericsson India Ltd.
Communications Canada Inc. Sucursal El Salvador New Delhi

Quebec
Lionel P. Hurtubise

Ericsson Communications Inc.
Quebec
Lionel P. Hurtubise

Chile

Compania Ericsson de Chile S.A.

Santiago
Nelson Sigueroa

China, People's Republic of

Telefonaktiebolaget LM Ericsson
Representative Office

Beijing

Per-Olof Bjork
Telefonaktiebolaget LM Ericsson
Liaison Office

Dalian

Per-Olof Bjork

Telefonaktiebolaget LM Ericsson
Representative Office

Shanghai

Bo Almiof

Ericsson Telecom AB
Representative Office
Guangzhou
Jan Hagne

Colombia

Ericsson de Colombia S.A.
Bogota
Hector Perez

FACOMEC S.A.
Cali
Arvid Jauring (fr. 1/5)

Costa Rica

Ericsson de Costa Rica S.A.
San José
Alejandro Guerrero

Denmark

LM Ericsson A/S
Brendby
Asbjern Dehlie

Ericsson Radio Systems A/S
Taastrup
Henrik Abildtrup

Ecuador

Teléfonos Ericsson C.A.

‘Quito

Bo Zaine

San Salvador

Finland

Oy LM Ericsson Ab
Jorvas
Yngve Ollus

Oy Ericsson Radiopuhelin Ab
Helsinki
Pekka Erna

France

Ericsson Composants S.A.
Guyancourt
Gilles Pichon

MET S.A.

Massy

Nils Séderqvist/Jacques Payer
Nira S.A.

Nanterre

Jacques Frangois

Germany, Federal Republic of

Ericsson Business
Communications GmbH
Dusseldorf

Heinrich Thanscheidt

Ericsson Components GmbH
Engen
Richard Allingham

Ericsson Paging Systems
Zweigniederlassung,
Deutschland

Frankfurt

Manfred Wiegand

Ericsson Telekom GmbH
Frankfurt
Kjell Nilsson

DPSA Deutsche Personensuch-
anlagen GmbH

Frankfurt

Colin Buckingham

Nira Deutschland
Zweigniederlassung

der Nira International BV
Frankfurt

Fritz Schlichtenberger

Greece

Ericsson (Hellas)
Telecommunications
Equipment S.A.
Athens

Willy Johansson

Guatemala

Ericsson de Guatemala S.A.

Guatemala City
Ignacio Gonzales

Satish C. Sood

LM Ericsson International AB
Liaison Office

New Delhi

Tommy Ericsson

SAB Electronic Devices Ltd.
New Delhi
B.J. Katrak

Iran

Simco Ericsson Ltd.

(Private Joint Stock Company)
Teheran

Parviz Hourfar

Iraq

Telefonaktlebolaget LM Ericsson
Iraq Branch

Baghdad

Christer Hedberg

Ireland

Ericsson Business
Communications Ltd.
Dublin

John L. Kennedy

Ericsson Expertise Ltd.
Glasthule, Dun Laoire,
Dublin

Diarmuid O'Colmain

Electra Insurance Ltd.
Dublin
John Ronaghan

Ericsson Treasury Ireland Ltd.
Dublin
John Ronaghan

LM Ericsson Holdings Ltd.
Dublin
Vincent Daly

LM Ericsson Ltd.
Athlone
Vincent Daly

Italy

C.E.S.I. Centro Elaborazioni e
Studi Informatici S.p.A.

Rome

Maurizio Marcovaldi

CELTE S.p.A.
Limena (Padova)
Aurelio Casali

Ericsson Components S.r.l.
Milan
Enzo Zenga

EL. TE. Siciliana Electronica &
Telecomunicazioni S.p.A.
Palermo

Gianluigi Molinari
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Ericsson SielteInternational S.p.A.
Milan
Giacomo Caruso

FATME, S.p.A.
Rome
Ge. De Guzzis

FIAR, S.p.A.
Milan
Silvano Casini

Inelco S.p.A.
Milan
Ivo Mazzantini

SETEMER S.p.A.
Rome
Gian Luigi Tosato

SIAP S.p.A.
Bologna
Armando Rovatti

SIELTE PADANA -

Elettronica e Telecomunicazioni
S.p.A.

Torino

Gianluigi Molinari

SIELTE, S.p.A.
Rome
Gianluigi Molinari

TEL. CA. -
Telecomunicazioni
Calabrese S.p.A.
Cosenza

Aurelio Casali

Unical S.p.A.
Cosenza
Orazio Magi

Japan

LM Ericsson International AB
Japan

Tokyo

Morgan Bengtsson

Ericsson Paging Systems BV
Tokyo
Shoshin Endoh

Ericsson Purchasing Japan AB
Tokyo
Jan Tufvesson

Korea, Republic of

AB Erifon

Korea Branch
Seoul

Lennart Aldestam

Oriental Telecommunication
Company, Lid.

Seoul

Young Man Lee

Kuwait

Telefonaktiebolaget LM Ericsson
Technical Office Kuwait

Safat

Anders Snare

Libya

Telefonaktiebolaget LM Ericsson
Libya Branch

Tripoli

Stig Sandmark
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Luxembourg

Ericsson Reinsurance S.A.
Luxembourg

Peter Flensburg

Malaysia

Ericsson Telecommunications
Sdn Bhd

Shah Alam, Selangor

Bengt Linder

Electroscon Network Engineering
Sdn Bhd

Petaling Jaya,

Selangor

Dr Mohd Haneef Bin Dato
Mokhtar

Perwira Ericsson Sdn Bhd
Shah Alam, Selangor
Kamaludin bin Abdul Kadir

Mexlco: ... e
Conductores Latincasa S.A. de
C.V.

Mexico, D.F.

Bo Gustafsson

Empresa Tecnoldgica Ericsson
S.A.deC.V.

Mexico, D.F.

Gerhard Weise

Pardue via IPM
Tlalnepantla Edo de Mexico
Gerhard Weise

Securitas ISM
Tlalnepantla Edo de Mexico
Gerhard Weise

Sistemas Ericsson S.A.
Mexico, D.F.

Telecomponentes Ericsson S.A.
de C.V.

Mexico, D.F.

Leif Johansson

Teleindustria Ericsson S.A.
Mexico D.F.
Gerhard Weise

Morocco
Telefonaktiebolaget LM Ericsson
Délegation Technique du

Projet au Maroc

Rabat - Agdal

Gunnar Hakansson

Netherlands
Ericsson Telecommunicatie B.V.
Rijen

Bengt Kellgren

Ericsson Holding International B.V.
Rijen

Leo de Hoon

Ericsson Holding Company
Netherland B.V.

Rijen

Leo de Hoon

Ericsson Paging Systems B.V.

Amsterdam
Colin Buckingham

Nira International B.V.
Emmen
Colin Buckingham

Nira Nederland B.V.
Utrecht
Chris Berger

h_lgt_h_efrlands Antilles

Telefdhéktiebolaget LM Ericsson
Technical Office
Curagao

New Zealand

Cellphone Sales Ltd
Auckland
Tony Nigro

Ericsson Communications Ltd,
Napier
John Gilbertson

Nigeria .
LM Ericsson (Nigeria) Ltd.

Lagos

Lars H. Christofferson

Norway .
NFT Ericsson Communications
ANS

Billingstadsletta

Per Skard

Ericsson Business
Communications A/S
Nesbru

William Svedberg

Ericsson Components A/S
Oslo
Tor Jakob Heyem

Ericsson Holding A/S
Nesbru
Sten Osther

Ericsson Radio Systemer A/S
Nesbru
Berndt Christiansen

Ericsson Telecom A/S
Bilingstadsletta
Nils Grimsmo

Nordic Electronic Systems A/S
Bilingstadsletta
Knut Trovaag

Semafor A/S
Kolbjoernsvik
Knut Aulund

Oman

Telefonaktiebolaget LM Ericsson
Technical Office Oman

Muscat

Sune Larsson

Panama
Telequipos SA
Panama

Tore Korch

Telefonaktiebolaget LM Ericsson
Technical Office

Panama

Agapito Guzman

Peru_

Comparia Ericsson S.A.
Lima
Julien Sideris

Portugal

Sociedade Ericsson de Portugal
Lda

Linda-a-Velha/Lisbon

Bengt Forss

Saudi Arabia

Telefonaktiebolaget LM Ericsson
Saudi Arabia Branch

Riyadh

Anders Topffer

Singapore

Ericsson Network Engineering
Pte Ltd.

Singapore

Kurt Bernhardsson

Spain

Ericsson S.A.
Leganes (Madrid)
Julian Massa

Fibroco S.A.
Barcelona
Jorge Garriga Torres

Industrias de Telecomunicacion
S.A.

(Intelsa)

Madrid

Raimo Lindgren

ltisa, S.A.
Madrid
Gerhard Skladal

Redinco, S.A.
Madrid
Gerhard Skladal

Sisternas Avanzados de
Telecomunicaciones
S.A.(Satesa)

Madrid

Ingemar Naeve

Terminales y equipos Moriles S.A.
(Temsa)

Madrid

Fernando Carraminana

Sweden R
Telefonaktiebolaget LM Ericsson
Stockholm

Bjorn Svedberg

AB Aulis
Stockholm
Carl Wilhelm Ros

ELLEMTEL Utvecklings AB
Stockholm
Goran Sundelof

E-P Data AB
Karlskrona
Jan-Ake Kark

Ericsson Business
Communications AB
Stockholm

Ronny Lejdemalm



Ericsson Cables AB
Stockholm
Lars Berg

Ericsson Components AB
Stockholm
Bert Jeppsson

LM Ericsson Data Services AB
Stockholm
Bengt Bolin

Aktiebolaget LM Ericsson Finans
Stockholm
Gosta Stahlberg

Ericsson Mobile Communications
AB

Stockholm

Sten Fornell

Ericsson Network Engineering AB
Stockholm
Lars Berg

Ericsson Programatic Sweden AB
Karlstad
Goran Frodin

Ericsson Radar Electronics AB
Molindal
Ulf H. Johansson

Ericsson Radio Systems AB
Stockholm
Kurt Hellstrém

Ericsson Radio Systems
Sverige AB

Stockholm
Sven-Christer Nilsson

Ericsson Telecom AB
Stockholm
Jan Stenberg

Erisoft AB
Lulea
Sture Johansson

Industrigruppen JAS AB
Stockholm
Harald Schroder

Magnetic AB
Stockholm
Bertil Bogren

Mellansvenska Elektriska AB
Stockholm
Karl-Olov Melin

John Mértensson Elmaterial AB
Helsingborg
Christer Wahlberg

Nira Sverige AB
Stockholm
Lennart Nilsson

Radiosystem Sweden AB
Stockholm
Kjell S. Andersson

Svenska Elgrossist AB SELGA
Stockholm
Gdran Brodin

Switzerland
Ericsson AG
Zurich

Kurt Kidpfer

Ericsson Finanz AG
Zurich
Jonas Jonasson

Taiwan,China
Ericsson Taiwan Co. Ltd.

Taipei

Arnfinn Roste

TERICO Ltd.
Taipei
Bengt Jordahl

Thailand -

Ericsson Communications
(Thailand) Ltd.

Bangkok

Rolf Backstrom

Ericsson Telephone Corporation
Far East AB

Bangkok

Rolf Backstrom

Ericsson Thai Networks
Company Ltd.
Bangkok

Bo Hildingsson

Telefonaktiebolaget LM Ericsson
Bangkok (Thailand Branch)

Kurt Bernhardsson

Bo Hildingsson

Tunisia et LR
Telefonaktiebolaget LM Ericsson
Bureaux Technigues de Tunisie
Tunis

Lars Johansson

Turkey 15 T
Ericsson Telekomunikasjon A.S.
Istanbul

John E Vesterlund

United Arab Emirates
Telefonaktiebolaget LM Ericsson
Technical Office UAE

Abu Dhabi

Tord Andersson

United Kingdom
Ericsson Ltd.
Horsham

Duncan MacDougall

Ericsson Network
Engineering Ltd.
London

Kaj Nielsen

Ericsson Telecommunication Ltd.
Horsham
Duncan MacDougall

Swedish Ericsson Company Ltd.
Horsham
Duncan MacDougall

Ericsson Business
Communications, Inc.
Richardson, Texas
Lars G. Jarnryd

Ericsson Cables Inc.
Richardson, Texas
Kaj Nielsen

Ericsson Components, Inc.
Richardson, Texas
John Davidson

Ericsson GE Holding Inc.
Paramus, New Jersey
Ake Lundqvist

Ericsson GE Mobile
Communications Holding Inc.
Paramus, New Jersey

Ake Lundquist

Ericsson GE Mobile
Communications Inc.
Lynchburg, Virginia
John Kese

Ericsson Management Inc.
Richardson, Texas
Leif Kallén

Ericsson Mobile Data Inc
Paramus, New Jersey
Leif Holm

Ericsson Network Systems, Inc.

Richardson, Texas
Leif Kalleén

Ericsson North America Inc.
Richardson, Texas
Leif Kallen

Ericsson Paging Systems Inc.
Greenwich, Connecticut
Robert Pizzimenti

Ericsson Radio Systems, Inc.
Richardson, Texas
Manfred Buchmayer

The Ericsson Corporation
New York
Tom Potworowski

Uruguay
Compania Ericsson S.A.
Montevideo

Augusto D. Bazzi

Venezuela = =
Compania Anonima Ericsson
Caracas

Kjell Bjork

Sistemas Ericsson C.A.
Caracas
Alvaro Cifuentes
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Definitions of Terms Used in
"Ten-Year Summary” on page 37

Operating income. Takes into account
standard depreciation.

Financial net. Financial income less financial
expenses. Financial expenses include both
operational and financial gains and losses on
foreign exchange in the years 1980 through
1981. Financial expenses in 1982 through
1989 include only financial gains and losses
on foreign exchange as explained in (d)
under Accounting Palicies.

Working capital. Current assets less non-
interest-bearing current liabilities.

Property, plant and equipment. Stated net
of accumulated standard depreciation.

Adjusted net income per share. See (k)
under Accounting Policies, and Note 6.

Current ratio. Current assets divided by
current liabilities.

Adjusted stockholders’ equity. Defined as
stockholders’ equity as shown in the bal-
ance sheet (excluding minority interest in
stockholders’ equity) plus 60 percent of
untaxed reserves (assuming 40 percent
deferred taxes on untaxed reserves).

Return on equity. Defined as adjusted net
income (after actual taxes paid and estima-
ted deferred taxes) expressed as a percent-
age of average adjusted stockholders’ equity
(based on the amounts at January 1 and
December 31).

Finacial information from Ericsson

Interim Report January-March
Interim Report January-June
Interim Report January—September
Preliminary results, 1990

Results, 1990

Annual Report 1990

Return on capital employed. Defined as the
total of operating income plus financial
income as a percentage of average (based
on the amounts at January 1 and December
31 ) capital employed. Capital employed is
defined as total assets less current noninte-
rest-bearing debts and 40 percent of
untaxed reserves. For the years 1980-1985
the return has been based on capital
employed at year-end.

Equity ratio. Defined as the total of stock-
holders' equity, 60 percent of untaxed re-
serves, and minority interest in equity of
consolidated subsidiaries, expressed as a
percentage of total assets.

Risk-bearing capital ratio. Defined as the total
of stockholders’ equity, untaxed reserves and
minority interest in equity of consolidated sub-
sidiaries, expressed as a percentage of total
assets.

Debt-equity ratio. Defined as full interest-bear-
ing liabilities divided by the total of stockhold-
ers’ equity, 60 percent of untaxed reserves,
and minority interest in equity of consolidated
subsidiaries.

Net income per share after full conversion. If
adjusted netincome per share after full conver-
sion is higher than adjusted net income per
share before full conversion, the lower amount
is shown.

May 8, 1990
August 23, 1990
November 15, 1990
February 7, 1991
March 14, 1991
Mid April, 1991

Financial reports are available from Ericsson Media:
Telefonaktiebolaget LM Ericsson, S-126 25 Stockholm, Sweden (Tel: 08-719 00 00),
The Ericsson Corporation, 100 Park Avenue, Suite 2705, New York, N.Y. 10017, U.S.A.

(Tel: +1 212 685 4030)

Investor relations

Ann Westergren Ekstedt, Manager Investor Relations,
Telefonaktiebolaget LM Ericsson, S-126 25 Stockholm, Sweden

Tel: 08-719 5340, Telefax: 06-719 1976.

Peter Bergenhag, Vice President, The Ericsson Corporation,
100 Park Avenue, Suite 2705, New York, NY 10017, U.S.A.
Tel: +1 212 685 4030, Telefax: +1 212 213 0159.
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Annual General Meeting
The Annual General Meeting will be held in
the Berwald Hall, Strandvégen 69, Stock-
holm, at 5.00 p.m. Tuesday, May 8, 1990.
Shareholders intending to participate in
the Annual General Meeting must be entered
as shareholders in the share register kept by
Vérdepapperscentralen VPC AB (Swedish
Securities Register Center) not later than
April 27, 1990. Shareholders whose shares
are registered in the name of an agent must
reregister the shares temporarily in their own
names in order to participate in the meeting.
In addition to the above-mentioned
requirements, shareholders shall give notice
of attendance to the Headquarters of
Telefonaktiebolaget LM Ericsson, Corporate
Legal Affairs, S-126 25 Stockholm, between
10.00 a.m. and 4.00 p.m. not later than
Thursday, May 3, 1990 at 4.00 p.m.

Dividend

The Board of Directors has proposed May
11, 1990 as the record day for payment

of dividends. Provided this proposal is ap-
proved, the dividend is expected to be paid
by Vardepapperscentralen VPC AB on May
18, 1990,

Dividends on shares for which certificates
have been issued under the former system
will not be paid until the exchange of certifi-
cates and the entry in the share register kept
by Vardepapperscentralen VPC AB have
been made.

Stock split

At the Annual General Meeting of the Com-
pany, the Board of Directors will propose
that, following payment of the dividend, the
shares be split so that five new shares
replace each "old" share outstanding.

Change of addresses

Shareholders who have changed their
names or mailing addresses should as soon
as possible notify Vardepapperscentralen
VPC AB, S-171 18 Solna, Sweden.
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