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Sampo is a bank which has specialised in investment and savings. It means that
we also care about the future wellbeing of our customers. We invite customers to
our branches to discuss and plan their fi nances for perhaps decades ahead. Sampo
counts more than one million Finnish people and almost 100,000 companies and
institutions as its customers. We provide not only investment and savings services,
but also traditional banking services via our web bank, phone bank and branch 
network.

A major landmark in Sampo’s history was when Finland’s leading insurance 
group, Sampo, and one of its leading banking groups, Leonia, joined forces at the
outset of the millennium. It was not long before Mandatum, a specialist in private 
and investment banking, also joined the group. In 2002, Sampo transferred its P&C
insurance business into the Nordic If Group. Sampo still offers all its asset manage-
ment, private banking, corporate fi nance and securities brokerage services
– as well as a number of its mutual funds – under the Mandatum name. On the
other hand, real estate agency services are provided nationwide by Realty World.

Although Sampo’s operations are concentrated primarily in Finland, it has subsidi-
ary banks in Estonia and Lithuania. Sampo provides life insurance services in the Baltic
region and in Poland where Sampo also has a pension fund management company.

THIS WAS SAMPO’S SITUATION AT THE END OF 2003. IN FEBRUARY 2004, SAMPO ANNOUNCED 
AN INCREASE IN ITS OWNERSHIP OF IF P&C INSURANCE. AS A RESULT, IF WILL BECOME 
A SUBSIDIARY GROUP OF SAMPO OPERATING UNDER ITS PRESENT NAME.

BANKING AND LONG-TERM SAVINGS SERVICES WILL CONTINUE TO BE PROVIDED UNDER 
THE SAMPO AND MANDATUM BRANDS. IN ADDITION, IF P&C INSURANCE WILL BE INCLUDED IN 
SAMPO GROUP’S SERVICES. THE OWNERSHIP REARRANGEMENT WILL NOT AFFECT CUSTOMER 
RELATIONSHIPS OR SERVICES. FOR CUSTOMERS, SAMPO WILL BE A BANK AND IF WILL BE 
A P&C INSURANCE COMPANY.

KEY FIGURES
EUR m 2003 2002 Change-%
RESULTS
Operating profi t 464 542 -14.3
 Banking 233 252 -7.6
 Life insurance 182 86 112.0
 Holding company -14 277 -105.1
 Result of P&C operations (share of If) 84 -69 ..
Profi t before extraordinary items 477 534 -10.7
Group profi t for the accounting period 354 387 -8.3
VOLUME
Mutual funds 5,214 3,858 35.1
Other assets under management (excl. Group) 10,336 9,290 11.3
Life insurance savings 5,026 4,733 6.2
Deposits 9,392 9,230 1.8
Loans 13,908 12,490 11.4
PER SHARE KEY FIGURES
Earnings per share, EUR 0.64 0.63 1.6
Net asset value per share, EUR * ) 5.64 5.26 7.2
Dividend per share, EUR **) 1.50 0.35 328.6

*) Less full deferred tax.
**) Board of Directors’ dividend proposal for 2003.
The internal dividends and sales profi ts between the different lines of business have not 
been eliminated in the result analysis and specifi cations or key fi gures of banking and
investment services and the insurance business. The above-mentioned items have been 
eliminated in the Group operating profi t. Furthermore, the profi t or loss corresponding to 
the share held in the associated company, If, has been added or deducted in the operating 
profi t. Therefore, the Group operating profi t is not equal to the sum of the business area 
operating profi ts.
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2003 was much better for Sampo than we originally 
expected. Low net income from fi nancial operations,
competition on the housing loan market and falling share
prices early in the year did not give much reason for
delight. But the tide turned. The decline in net income
from fi nancial operations evened out in the autumn and
started a slight rise towards the end of the year. In the
housing loan market we outperformed our competitors  
without reducing our spreads. With the signifi cant upturn
in the equity markets in the latter half of the year and its
effect on long-term savings, we can say that 2003 was
good for Sampo.

The year wasn’t easy, however. It was necessary for
us to reduce staff, particularly in the retail customer
network. In the dismal market conditions of the last
two years cost cutting has been the main route for us to 
succeed. Staff reductions have, however, been implemented
in the softest way possible. For those left without work,
we have offered the chance to retrain, help in seeking new 
jobs, the possibility to retire and fi nancial support meas-
ures. Thus we have striven, on our part, to fulfi l our social
obligations. A more detailed review of corporate social
responsibility can be found in our separate report.

Corporate tax reform will 
take us back to the 1980s
The Finnish government’s proposals for reform of
corporate taxation and pension insurance are matters of 
great concern to me. The proposed changes in corporate 
taxation will lead us back to the 1980s, when tax planning
greatly affected the way companies acted. It is not enough
for remote Finland that our taxation system should be
comparable to those in Central Europe. We need to be 
more competitive. It is well to remember that most Finnish-
Swedish mergers have resulted in Finnish domicile, largely
due to our system of corporate and capital taxation. This
vital competitive edge is now under threat.

Chief Executive Offi cer’s Review
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In long-term savings, the broadening of tax-supported
pension saving to cover other products than insurance 
suits us fi ne. But the government’s proposal for retroactive
changes in present agreements is absurd. By this action,
the government will only weaken the incentives for long-
term saving. Who will be ready to invest for the long term,
if the state can change agreements at will?

The return to economic growth provided for a good
conclusion of the year. Sampo Life and If picked up
speed considerably. Our operations in Estonia are also
growing fast and profi tably. In banking, the low net in-
come from fi nancial operations affected the result. Over
20,000  Personal Financial Plans have already been set
up for our customers. In the hands of our expert staff, 
this  instrument already provides the organization with a
powerful  competitive edge.

The recession is now over. Share prices have been ris-
ing for more than half a year. Rising interest rates provide
further support for earnings improvement. I believe that
2004 will be a good year for Sampo.

If is well-suited to Sampo
The acquisition of If as part of the Group produces
interesting additional benefi ts for Sampo’s shareholders. 
It adds a third major business to Sampo alongside banking
and long-term savings. Simultaneously we also address
the question of our over-capitalisation by way of the
proposed EUR 1.5 dividend per share. When the Annual
General Meeting adopts the Board’s proposal, we will 
have distributed a total of EUR 4.2 a share to our owners
in four years. On top of that, we have now acquired a third 
business area. I believe we have done well in producing
value for our owners and we intend to continue in the
same manner.

If fi ts well into Sampo. Having been its main owner for
the last two years we know the company. Under our leader-
ship, If has completed a strict programme of effi ciency
measures. Now the company is in great shape and the

future looks even more promising. If’s combined ratio has
already fallen to 100.9 per cent (it was 113.1 per cent in
2001) and I believe it will remain below 100 per cent in the
coming years.

Although there are no synergies between banking  and
P&C insurance, the acquisition will yield considerable added
value for Sampo’s shareholders. If’s Finnish operations
account for only 23 per cent of its total business. Injecting
those operations into If gained us a 38 per cent share in 
the company three years ago. Now we were able to 
increase our stake to 90 per cent with EUR 1.37 billion.

As both old and new Sampo businesses are in good
shape, we can expect improved results this year.

I wish to thank our staff for a fi ne year and I believe we
will do even better in 2004. The new Sampo’s competitive
edge is not in its technology or products, but rather in its
total concept and service. Our staff and their expertise will
continue to play a key role in Sampo’s success.

February 2004

Björn Wahlroos
Chief Executive Offi cer
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The most customer-oriented and competent fi nancial 
services group in Finland – in Europe’s fastest growing 
investment and savings market

Sampo’s goal is to be a long-term partner for its customers, not just to 
perform banking transactions or sell individual products. The longer the
customers stay with Sampo, or the more they concentrate their fi nancial
affairs in Sampo, the bigger are the benefi ts they gain.

Sampo’s business areas are long-term savings (pension and life 
insurance, asset management and mutual funds), retail, corporate and
private banking, and investment banking. Sampo’s goal is to be the
leading Finnish company in these areas. There are good prospects for 
growth because Finns have both more reason and more opportunity
to save than they did before. As the population grows older, there is
increasing public discussion on the adequacy of pension security.
This, combined with the current small amount of household savings
in fund and life insurance products, makes Finland the fastest growing
investment and savings market in Europe.

Essential to Sampo’s strategy is the conviction that it need not do
everything itself. Sampo’s customers will get the best overall service
when Sampo links up with strategic partners to provide those products
or services it cannot effectively produce itself.

Effi ciency is a key aspect of Sampo’s operations. New banking tech-
nology has no intrinsic value, and gives no competitive edge. It is simply 
the means to provide customers with convenient, cost-effi cient services.
Sampo’s real competitive edge comes from its expertise, good service
and effi cient way to work. This is expressed in services such as the Per-
sonal Financial Plans made for retail customers, or in the continuing
efforts to learn more about corporate customers and their needs.

IN FEBRUARY 2004, SAMPO ANNOUNCED A RISE IN ITS OWNERSHIP OF
IF P&C INSURANCE COMPANY TO 89.94 PER CENT. AS A RESULT, IF WILL
BECOME PART OF SAMPO GROUP, AND PROPERTY AND CASUALTY
INSURANCE WILL BECOME AN INDEPENDENT BUSINESS AREA IN SAMPO
ALONGSIDE BANKING AND LONG-TERM SAVINGS. THE P&C INSURANCE
BUSINESS STRATEGY CAN BE READ IN IF’S ANNUAL REPORT FOR 2003.

Sampo’s strategy:

SAMPO’S FINANCIAL TARGETS
     Target 2003 2002
Banking and investment services
C/I -ratio < 55% 64% 64%
RORAC > 20% 17.8% 19.2%
Life insurance
RONAV 12-15% 32.7% 14.0%
Sampo’s investment in If P&C
RONAV 12-15% 12.4% -10.8%
Group target
RONAV 15-19% 11.7% 12.3%

RORAC = Net operating profi t (taxes 29%) / Risk Allocated Capital, average (7% of risk weighted assets)
C/I -ratio = total expenses / total income (fees and commissions net)
RONAV = Net operating profi t (taxes 29 %) less bonuses / NAV (average)
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Business Area Reviews 2003
8 Banking

8  Retail Customers – Growing demand for 
 advisory services; customers welcomed the 
 Personal Financial Plan

9  Private Bank – Assets under 
 management grew by one third

10  Corporate and Institutional Customers 
 – The market leader in many customer 
 segments and services

11  Corporate Finance – Corporate Finance 
 company and brokerage operations divided into 
 different line organisations 

12 Long-term Savings

12  Life Insurance – Unit-linked insurance 
 grew in popularity

12  Mutual Funds – EUR 5 billion exceeded 
 in fund assets

13  Asset Management – Trust refl ected in growth 
 in assets under management 

14  Brokerage – New customers through 
 active marketing

14 Sampo’s Baltic and Polish Subsidiaries
  – Strong growth in Estonia

15 Realty World (Kiinteistömaailma) 
– Turnover grew faster than the markets

16 If P&C Insurance  –  If became a familiar brand to Finns

CEO
Björn Wahlroos
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Demand for fi nancial advisory services continued 
to grow – Personal Financial Plan is a signifi cant 
new tool for customers’ fi nancial planning.

During 2003 there was increased interest among customers
in advisory services to support personal fi nancial planning.
The advice service launched in 2002 – “an hour with
the customer” – was expanded with the introduction of
Personal Financial Plan, a new tool for customers and
Sampo customer service personnel. By the end of the
year around 20,000 customers had already prepared a
Personal Financial Plan.

Personal Financial Plans are drawn up by the customer
and a Sampo expert, working together and using a web-
based program. The program helps the customer to gain
an overview of the different elements which make up his
or her fi nances: living expenses, savings, investment of
savings, and reserves to cover unexpected events. This
new service requires that customer service staff have a
broader understanding of the customer’s general situ-
ation and fi nances than was needed in the conventional
product-based approach, and it requires expertise in 
saving, investment and fi nancing services. The staff 
review on pages 26-27 describes the extensive training
that has been organised to prepare staff for the new
service model.

Majority of everyday transactions transferred
to electronic service channels
Recent years have seen a very signifi cant change in
demand for basic banking services. The majority of
customers now handle their daily payment transactions
either through the web bank or using direct debits. Of
all retail customers’ payment transactions, 97 per cent 
already take place outside the branch service.

In order to adapt its services to match current demand,
Sampo commenced rationalisation negotiations in June.
These primarily concerned the retail customer network

Banking Retail Customers

and phone service, and as a result the number of
employees was reduced by a total of 346 persons.

A new operating model was introduced in the re-
tail branches to enable them to better respond to the 
increased demand for advisory services and to make it 
possible for routine matters to be dealt with quickly. Every-
day matters are dealt with in the branches by customer 
service groups; more extensive advisory services are
offered by customer relationship groups, and also 
by  customer acquisition groups which primarily work 
outside the branches. The role of the phone services was
refocused and this activity was centralised in Helsinki.
Sales concentrate on products suitable for telesales,
such as cards and consumer credit. Services such as 
the preparation of comprehensive fi nancial plans for 
customers - and such elements of overall planning as 
housing loans and saving plans - are better suited to face-
to-face meetings, and are therefore actively promoted 
in the branches. In line with Sampo’s strategy, the bank 
played a very central role in selling investment and savings 
services provided by companies in the Group.

Growth in housing loans, rapid 
increase in card payments
Sampo´s retail customers’ savings within the Group
increased by 8.2 per cent from the beginning of the year. 
Deposits, which are included in the above-mentioned
savings, increased by 2.5 per cent. The fastest growth
was in unit-linked insurance policies, which were up by
65 per cent. Funds also showed remarkable growth, with 
retail-sector assets increasing by 25 per cent.

Continued low interest rates kept demand for housing
loans strong. Sampo’s housing loan stock increased by
17.7 per cent during the year. Towards the end of the year
the Personal Financial Plan was providing Sampo with an
increasingly important competitive advantage in  attracting
new customers for housing loans. In a situation where
there is tough competition for loan customers, Sampo can 
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differentiate itself by offering - in addition to the loan offer
itself - a plan suggesting how customers can manage their
fi nances during the term of the loan, and even beyond.

Sampo’s MasterCard and Visa cards continued to
attract a lot of interest. One factor behind the popularity
of these cards was the introduction of special designs -
based on themes like the Marimekko Poppy and Kaj Sten-
vall’s paintings of ducks - at the beginning of the year. The
international credit cards and Visa Electron cards contin-
ued to increase in terms of both total numbers and as a
proportion of all Sampo cards. Demand remained strong 
for the credit facilities linked to Sampo’s credit cards and
for Balanssi consumer credits. A signifi cant part of the 70
per cent increase in this overall credit stock was attribut-
able to customers concentrating their banking affairs in
Sampo. The number of transactions using payment cards 
increased by more than 9 per cent, while withdrawals
from cash dispensers decreased by almost 7 per cent.

Sampo’s bank statements were improved to help
customers plan and control their fi nances. The new state-
ments group transactions by type and provide more in-

formation than conventional statements, which list 
trans actions in date order. Income/deposits, savings and
investments, credit, automatic payments, invoices paid/
account transfers, card purchases and cash withdrawals
are all shown separately in the new statements. At the
end of the year Sampo announced that it was  reforming its
retail customer accounts with effect from February 2004,
and it also published a new schedule of service charges.
The main aim was to make the previously  complicated 
system of service charges easier to understand, and the
number of price categories has been reduced.  Customers 
can clearly see how much they will have to pay for the
services they use and can select the most suitable, lowest-
cost option for managing their everyday banking trans-
actions and building up their savings.

The Massi package was launched to help students in
higher education handle their fi nancial affairs. In addi-
tion to account services and a Visa Electron, it also in-
cludes the opportunity to take out a EUR 200 interest-free
loan, as well as a Visa card, once the necessary number of
study credits has been acquired.

Mandatum Private Bank, which is part of 
Sampo Bank, offers private wealth manage-
ment services to individuals and to compa-
nies and institutions owned or controlled by
them. Mandatum Private Bank has ten
branches, and also operates via the web and
phone service. In addition to comprehensive 
asset management and banking services, 
customers can also gain access via Manda-
tum Private Bank to assistance in purchas-
ing or selling real estate and forest assets, 
as well as in legal matters. Mandatum
Private Bank offers both discretionary and 
non-discretionary portfolio management
services. There was an increase of more
than 30 per cent in the amount of assets 
under management from the previous year.

In terms of wealth management, 2003
turned out to be another challenging year.
The markets recovered towards the end
of the year, encouraging customers to
increase the equity weighting of their port-
folios. In spite of this, instruments secur-
ing at least the capital invested remained 
popular throughout the year. In order to
respond to demand from its customers, 
Mandatum Private Bank worked with
its partners to develop these services in
particular. The Private Bank launched two
new-type equity index bonds, Mandatum 
Zeus, which invests in Europe, and Manda-
tum Hera, which invests in China. In both
cases the investment period is exception-
ally short: one year in the case of Zeus and

two years for Hera. Mandatum introduced 
a new wealth management product for its
corporate and institutional customers, the
single-payment, fi xed-term Mandatum
Capital redemption policy. This invests in
mutual funds managed by Sampo Fund
Management and/or the investment basket
with guaranteed interest managed by
Sampo Life.

Mandatum Private Bank has achieved 
the leading position among Finnish cus-
tomers who require private wealth man-
agement services. In a survey undertaken 
in autumn 2003, Euromoney magazine 
rated Mandatum as Finland’s best private
bank (rating published in issue 1/2004).

MANDATUM PRIVATE BANK

•
•
•
•
•
•
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•
•

Sampo maintained its market leader position in 
many customer segments and services.

Sampo’s corporate branches and special units serve com-
panies and institutions, local authorities, the state and its 
unincorporated enterprises. The range of services includes
payments, cash management, investment and fi nanc-
ing. The services for corporate customers include risk
management and corporate fi nance, as well as insurance 
and performance bonus systems for executives and staff. 
Customer account managers ensure that customers get 
the right services for their needs.

The number of active corporate customers increased
to almost 100,000 by the end of 2003. During the year the
staff of Sampo’s corporate branches improved their com-
petence particularly in cash management and investment
services. This, combined with increased sales activity,
enabled the diversifi cation of services offered to customers.

In 2003 the public sector put a major part of its fi nancial
and banking services out to tender. Sampo maintains its
central role as a provider of banking services for the state
and its unincorporated enterprises, especially in payments, 
investments and electronic transactions. Sampo is also a
strong partner for local authorities,  providing payments,
investments and local authority paper programmes for
tailored short-term fi nance. The most signifi cant develop-
ment in payments was e-billing, for which local authorities
now have good capabilities. Sampo launched local authority
paper programmes with 178 customers and has a  market 
share of about 75 per cent. Sampo’s position was also
strengthened in mutual fund services, where it supplies
127 local authority customers. Moreover, Sampo is the
market leader in staff pension savings services. 53
employers in the local authority sector have negotiated
voluntary pension insurance schemes as additional
benefi ts for their employees.  Sampo Group also has a
strong position in providing asset management services
for public institutions.

As a provider of fi nancial and application services for 
trade unions and unemployment funds, Sampo is the mar-
ket leader. 70 unions with altogether 1.2 million members
use the trade union membership payment system. Sampo’s
unemployment fund systems were used by 19 funds which
insure 850,000 people. There are 480,000 members in
associations using Sampo’s membership payment system. 

Lending by corporate branches 
increased 20 per cent
Lending by corporate branches grew substantially in
Finland for the power, metal and engineering sectors
and for housing corporations. Despite rapid growth, the
spreads in corporate loans ended the year close to the 
fi gures of the year’s beginning.

Sampo Finance achieved a record result in leasing,
hire-purchase and factoring services. The main areas of
focus in the products offered together with dealers and
Sampo´s corporate network are leasing solutions for IT
purchases and full-service leasing concept in the fi nanc-
ing of company cars. Sampo Master, a fi nancing solution
developed for the IT purchases of larger companies, grew 

Banking Corporate and
Institutional Customers
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In 2003 Sampo separated its investment 
banking units, i.e. the corporate fi nance 
operations and the securities brokerage & 
investment research company, from each 
other. The corporate fi nance company,
Mandatum & Co Ltd, and Mandatum
Stockbrokers Ltd, continue as independent
companies and report to different mem-
bers of the Group Executive Committee. 
The reform emphasised the independence
of the investment research function from
corporate fi nance services.

Mandatum & Co maintained its leading
position as an advisor in mergers and 
acquisitions and other corporate 
restructuring in a diffi cult market situation
and with tightening competition. There were

no initial public offerings (IPOs) in Finland 
during the year. Overall, the volume of 
capital market transactions was modest, 
even though equity indices in Finland and
globally showed  a clear improvement
 following the weak performance in the 
beginning of the year. 

In equity-related capital market trans-
actions, the main emphasis was on right 
issues directed to existing shareholders.
Share sale fi gures were lower than during 
the previous year. As a result of corporate
restructuring, a substantial number of
companies are delisting from the Helsinki
Exchanges. This trend is also expected to
continue in coming years.

The number of mergers and acquisi-
tions is expected to grow in 2004. However, 
total volumes are estimated to be clearly
lower than in the record years. The objective
of Mandatum is to maintain its leading 
position in Finnish and Finland-related
Nordic mergers and acquisitions. Thanks 
to the upswing in the equity markets, there 
are expectations of a revival in capital 
market transactions after three years of 
calm. Mandatum & Co together with 
Mandatum Stockbrokers and Sampo
Bank’s branch network form a highly
competitive entity in capital market trans-
actions. Due to over-capacity in the sector,
competition is expected to remain tight.

CORPORATE FINANCE

by 34 per cent. The growth of the full-service leasing port-
folio was even more signifi cant, about 40 per cent. Auto-
prime hire-purchase fi nance, a fi nancing solution for re-
tail customers, increased by 18 per cent, which strength-
ened Sampo’s position in the markets. 

The quality of the loan book remained good.

Syndicated loan volumes quadrupled
compared with recent years
In the capital markets, 2003 was a year of syndicated
loans. Finnish companies signed new loans worth nearly
EUR 12 billion - almost four times the annual average for
the last fi ve years. These loans were mostly used to re-
fi nance earlier corresponding arrangements. Sampo had
a signifi cant role in nearly all transactions and acted as
the lead arranger in six loans.

In 2003, the market for European corporate bonds grew
by one quarter on the previous year. New bonds were 
launched to a value of EUR 260 billion. In an environment
of low reference interest rates, the demand for corporate
bonds was very strong due to the extra yield they offered.
This reduced the corporate-specifi c risk premiums
signifi cantly. Favourable pricing also attracted many new
companies to the bond markets. Growth in the domestic
bond market was more moderate despite good demand,
because Finnish companies concentrated on renewing 
their syndicated loans. The fi rst Finnish company came
onto the bond market only in September, when Sampo
arranged a EUR 100 million bond for YIT Corporation. The
capital markets unit also increased its focus on fi nancial
advisory services in response to customer needs in debt
structure planning. In 2003 the unit acted as advisor in
structured fi nance projects for three companies.

In trade fi nance, Sampo has focused particularly on 
documentary payments, which for many companies form
an important part of risk management related to foreign 
payments in developing markets. In 2003 the web services 
for documentary payments were expanded to cover the

major customers. Other basic products in trade fi nance
are also in the service selection. Based on its competence
and rapid service, Sampo has achieved a position as one
of the leading banks in Finland offering trade fi nance. Its
areas of focus are Asia, particularly China and South Korea,
the Middle East and, to an increasing extent, Russia.  

During the year, the trading unit expanded its prod-
uct range into commodity derivatives, which was well-
received among customers. Signifi cant new modes of
operation included the provision of outsourcing services
in corporate foreign exchange and money market trading
and in corporate debt portfolio analyses. Trading  retained
its strong position in its conventional products and
achieved an over 40 per cent market share in the
brokerage of commercial paper.

Remarkable steps in e-invoices and other 
web-based services
The year 2003 was remarkable for the development of
standardize e-invoices as well as other web–services.
Electronic invoices were successfully sent between
customers through the bank using the new Finvoice
standard. Sampo was the fi rst bank to apply the standard
in praxis for the benefi t of its corporate customers. In
addition, the bank was active in developing new services
such as the web salary concept, more sophisticated 
web payments and tools to facilitate fully seamless and
automatic web based eAccounting service for bank’s 
SME- customers. New service is also provided for bank’s
customers in data transmission between companies and
authorities. The service includes both web based trans-
mission of data and web based payment such as tax 
payments. In 2003 Sampo also widened the effective
payment service concept to cover the whole Baltic region.
Domestically the bank developed new easy-to–use payment 
service packages for different customer segments in
SME fi eld.
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Long-term Savings

A disparate year in the fi nancial markets 
ended much better than it began. The upswing 
in the equity markets supported strong growth 
in Sampo’s investment and savings services.

Life insurance – success in focus areas
Sampo Life Insurance Company Limited provides Sampo’s 
voluntary life and pension insurance services in Finland.
 A description of these services in the Baltic area and 
Poland is on page 14.

In 2003, Sampo Life successfully concentrated on its
areas of focus, unit-linked and regular premium insurance.
The favourable development was supported by successful 
investment activities, effi cient distribution and improved
cost-effi ciency.

Sampo Life’s premiums written in unit-linked insurance
increased by 47 per cent, and its market share in premiums
written grew to 28.5 per cent. Favourable performance con-
tinued also in unit-linked insurance savings that increased
by 63 per cent. The sales of with-profi t policies was reduced,
in line with strategy. As a result, the total market share in
premiums written decreased slightly to 17.6 per cent.

The keen interest of Finns in supplementing their
future pensions was evident in premiums written in indi-
vidual pension insurance, which increased by 14 per cent.
Sales to retail customers continued to be strong, and the
number of individual pension insurance policies sold to
corporate customers increased by almost 30 per cent.
Sampo Life’s position as the leading corporate insurer 
also affected its success in sales to retail customers.
Individual pension insurance policies offered to company
employees jointly by Sampo Life and the employer generated
new sales for Sampo Life and a new kind of employee
benefi t for companies.  

The uncertainty of customers and the investment mar-
kets turned to cautious optimism during the year. Sampo

Life launched the new Positive 2008 for customers looking 
for a profi table and safe investment vehicle. The fund,
to be linked with a single premium endowment policy,
guarantees the capital invested and offers the advantages
of mutual funds. Due to the new funds and effi cient co-
operation with Sampo Bank’s branches, premiums written
in unit-linked savings policies increased by almost 50 
per cent and Sampo’s market share grew to one-third.

Sampo Life’s investment activities out-performed the
market. Return on investment at current values increased
to 9.5 per cent p.a. and the company’s solvency ratio rose
to 17.8 per cent.

Sampo Life can reach a large customer base, thanks
to its extensive distribution network. In addition to Sampo
Bank’s branches, important sales channels were agents 
and If P&C Insurance. The co-operation with statutory
pension insurer Varma was also successful. Routine cus-
tomer service tasks were channelled to the telephone and
web-based services. As a result of clearly organised 
responsibilities, service level and cost-effi ciency improved.
The effects of these reorganisations are already visible, as 
Sampo Life’s expense ratio improved to 87 per cent.

The government’s statement on the taxation of pension
insurance and the memorandum of the SIVA workgroup 
that studied the competition between long-term savings
products had an effect on sales in late 2003. To ensure
success in the future and to operate in an environment
where legislation is changing, Sampo Life must continu-
ously develop its products and services. Forms of life in-
surance saving which combine the return potential of equity
markets with elements lowering customer risk will increase
in importance. Sampo Life’s competence and strong position
in both the retail and corporate customer segments and
its comprehensive product portfolio constitute a solid basis
on which to build solutions that will prosper amid future
changes.



13Sampo Annual Report 2003

Mutual funds – fund assets exceed EUR 5 billion
Sampo’s mutual funds are administrated by Sampo Fund 
Management Ltd. The mutual funds’ assets are managed 
by Mandatum Asset Management Ltd, 3C Asset Manage-
ment Ltd (specialist in absolute return funds) and
carefully chosen foreign asset management companies.

The equity market’s recovery and the historically low
level of short-term euribor rates prompted growth in the
demand for equity funds in late 2003. Thus, the net infl ow 
to equity funds doubled in this period, compared to the 
early year.

Positive equity market trends were also refl ected in 
Sampo’s mutual funds. In recent years, tens of thousands
of new mutual fund investors have become familiar with
money market funds. With rates at low levels and equity
markets recovering, customers were advised to shift from
fi xed income investments to products with better long-
term returns. Of the net infl ow into Sampo’s mutual funds
during the year, totalling over EUR 1 billion, money mar-
ket funds accounted for less than one-third.

The number of fund unit holders continued to grow 
strongly, from less than 200,000 to almost 240,000. Con-
tinuous agreements, one of the areas of focus, gained
popularity, increasing from 54,000 to almost 80,000 during
the year. Competitors of the previous years market leader,
Sampo, became much more active. Thus, despite strong
growth in the number of fund unit holders, Sampo’s share
of total mutual fund assets decreased by 2.5 percentage
points to 22.0 per cent. At the end of 2003, Sampo was the
second-largest mutual fund management company 
in  Finland, in terms of fund savings.

The streamlining of Sampo’s range of funds continued
in 2003 with the merging of seven funds with very similar
investment policies. Sampo introduced Finland’s fi rst fi xed 
income fund that emphasises sustainable development in
its investments. Sampo also introduced a new long-short
strategy hedge fund, 3C Edge, managed by 3C Asset
Management.

Asset management – still Finland’s largest
Mandatum Asset Management Ltd is Sampo’s asset man-
ager for corporate and institutional customers. Private 
equity funds are managed by Mandatum Private Equity 
Funds Ltd.

Amid the challenges of 2003, customer confi dence in
Mandatum Asset Management increased and the volume
of assets managed by the company rose. In the institu-
tional markets where competition was tough, Mandatum
Asset Management successfully established new customer
relationships and maintained its market leading position.
The volume of assets managed increased by EUR 2.4
billion, totalling EUR 18.1 billion by year’s end. Particular-
ly in the gloomy investment environment early in the year, 
customers resorted to liquid forms of investment.

During 2003, Mandatum Asset Management substan-
tially developed its operations to better meet customers’ 
rapidly changing needs. Strategic investment and risk 
management were reorganised and, together with cus-
tomer relationship management, will play an increasingly
important role. Thus Mandatum Asset Management is
better prepared in an ever more competitive world of 
asset management that seems to change at an ever-faster
pace.

In 2003, Mandatum Private Equity Funds Ltd bolstered
its position as manager of the largest private equity fund
portfolio in Finland. In addition to Sampo’s private equity
funds investments, the company manages the investment
portfolio of Amanda Capital Plc. Mandatum Private Equity
Funds is the general partner of the private equity funds
(Mandatum Pääomarahastot I and II) it has established.
Mandatum Pääomarahastot I raised EUR 50 million from
Finnish institutions and was closed in May. Investment
commitments made for the new Mandatum Pääoma-
rahastot II totalled EUR 20 million. Mandatum Private Equity
Funds annually handles about 200 investment proposals
of which it invests in 5-10 private equity funds. The value
of investment commitments managed by the company CONTINUES
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Sampo Group includes banks in Estonia 
and Lithuania, life insurance companies in 
Estonia, Latvia, Lithuania and Poland, and
a pension company in Poland. The Baltic 
economies have been among the fastest 
growing in Europe in recent years. The 
accession of these countries to the EU in
spring 2004 will create a solid basis for 
further growth. The social and economic 
situation has changed rapidly, creating
demand for life insurance and banking
services. Sampo is seeking a strong posi-
tion as an active service provider in these 
growing markets.

BANKING SERVICES

Sampo launched its banking operations in
the Baltic region by acquiring local banks
in Estonia and Lithuania at the end of 2000.
The Estonian bank is AS Sampo Pank and
the Lithuanian bank is UAB Sampo bankas.
Sampo Pank has 13 branches in the largest
towns, while Sampo bankas will increase
its branches from 8 to 10 during 2004.

The Sampo banks in Estonia and 
Lithuania recorded strong growth, with the 
number of customers reaching 90,000 in 
Estonia and 13,000 in Lithuania by the end
of 2003, a total increase of 37 per cent in
one year. Retail customers - who are the 
main focus in both countries - account for 
most of the growth. Housing loans grew
strongly all year, with Sampo’s share of the 
housing loan market being 9 per cent in 
Estonia and 13 per cent in Lithuania. 

The number of corporate customers also 
rose, with market shares increasing in both

loans and deposits. Corporate customers 
are evaluated by Group-wide principles and 
provisions are made on a forward-looking 
basis. Sampo Pank implemented a project 
to boost effi ciency in credit processes and
improve customer consultancy services.
Sampo Pank performed well, and its op-
erating profi t was close to EUR 6 million.
Sampo bankas also signifi cantly improved 
its operating result which, together with
recoveries on credit losses, was enough to
produce a net profi t for the year. Favourable 
economic development is expected to
continue in the Baltic states, creating 
a good basis for the continued profi table
growth of banking operations in the future.

LIFE AND PENSION INSURANCE SERVICES

Sampo’s life insurance company in Estonia, 
AS Sampo Elukindlustus, was established 
in 1999. In its fourth year of operations it 
was Estonia’s fastest growing life insur-
ance company. Premiums written grew
by over 70 per cent, compared with 30 per 
cent for the market as a whole. By the end 
of 2003 the company’s market share was 
9 per cent. In line with Sampo´s strategy,
it focused on selling unit-linked products, 
with their share of new sales rising from
5 to 76 per cent. Co-operation with Sampo
Pank expanded signifi cantly. The bank
became the main sales channel accounting 
for more than 60 per cent of total sales. 

In its fi fth year of operations the life
insurance company in Latvia, AAS Sampo
Dziviba, recorded a 64 per cent increase in
premiums written, compared to 35 per cent 

growth in the market as a whole. The com-
pany’s market share grew to 13 per cent. 

The Lithuanian life insurance company
Sampo Gyvybes Draudimas increased its 
premiums written by 160 per cent in its
third year, compared to 60 per cent growth 
in the whole market and raised its market
share to 6 per cent. It successfully par-
ticipated in the Pillar II pension insurance
 reform and at the end of the year gained
more than 6,000 new customers in two 
months. It increased its share of unit-linked 
products and will intensify co-operation 
with Sampo bankas in 2004. In the whole 
Baltic region, the Sampo life insurance 
companies have around 25,000 customers 
and a market share of over 9 per cent. 

The Polish life insurance provider Sampo 
Towarzystwo Ubezpieczen na Zycie S.A.
and pension company Sampo Powszechne
Towarzystwo Emerytalne S.A. both joined 
Sampo at the end of 2000. Restructuring
continued at the life insurance company, 
resulting in a 58 per cent decrease in 
administrative expenses from the previ-
ous year. At the same time, however, the 
company increased premiums written on
new sales by 46 per cent. The company
has over 15,000 customers. The pension 
company offers statutory Pillar II pension
insurance. At the end of the year it had 
more than 525,000 customers. It managed
assets totalling EUR 292 million and had a
market share of 3 per cent.

SAMPO IN THE BALTIC REGION AND POLAND

exceeds EUR 800 million, which is invested in 74 private
equity funds. These investments have been allocated glo-
bally, with European private equity funds having a central
position in the portfolio.

Brokerage – steady results
in a non-active brokerage year
Mandatum Stockbrokers Ltd is responsible for Sampo’s 
securities brokerage services and investment research.

Equity markets began to recover in the spring, and the
decline of the HEX portfolio index by a good 18 per cent
in January-March turned to an upswing of almost 35 per
cent by the year’s end. Unlike previous upturns, the
recovery was not led by Nokia. The high tech companies with
small market values were relatively the most success-
ful. However, Nokia still accounted for more than 70 per
cent of total trading. Even though the total index ended
the year close to the fi gures of the year’s beginning, total
trading was more than one-fi fth less than in 2002.

The revenues from Mandatum Stockbrokers’ services
decreased by EUR 0.8 million to EUR 10.2 million, but

operating profi t remained at EUR 1.2 million. Strong
competition kept brokerage fees at low levels. Profi tability 
was improved by the effi ciency improvement measures
taken during the year, but the low number of capital
market transactions countered this. Mandatum increased
its  market share especially in trading for domestic retail
clients. The continued invasion of international brokers in
the Helsinki Exchanges weakened Mandatum’s position
with foreign clients. However, successful new customer 
acquisition increased the company’s market share in the
total trading of HEX Plc to 3.9 per cent (2.7) and in the
number of transactions to 5.5 per cent (5.0).

Membership in the European Securities Network (ESN)
provides new opportunities in 2004 to develop business
with institutions both in Finland and abroad. The ability to
provide analyst and brokerage services in the euro zone
increases the company’s potential to operate as the busi-
ness partner of larger institutions, too. Furthermore, the
channel provides better possibilities in the brokerage of
domestic shares outside Finland. 
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2003 was a year of strong growth for the Realty 
World (Kiinteistömaailma) chain, with turnover 
increasing by one fi fth. 

The central unit of Realty World – Finland’s second largest
real estate agency chain - is owned by Sampo Bank. All
the real estate agencies themselves are independently
owned and operated fi rms. At the end of the year the
chain comprised 89 franchised real estate agencies in 52
localities and employed 450 people.

2003 was a year of strong growth for Realty World.
Brokerage turnover grew by 20.7 per cent to EUR 34.2
million. The chain brokered a total of 10,300 real estate
transactions, which is an increase of 13.2 per cent on
the previous year. Turnover particularly increased in the
large towns.

Apartment prices continued to follow a rising trend in 
2003. It is estimated that prices rose 6-7 per cent during the
year. According to preliminary information approximately
70,000 apartment transactions were completed in
Finland during the year, which is an increase of around
four per cent from the previous year. Realty World there-
fore achieved a considerably higher rate of growth than 
the markets. During the year Realty World opened nine
new real estate agencies. New sales staff were recruited,
particularly in the Helsinki Area.

Owner occupation has grown in Finland, a trend that has
been boosted by low interest rates for housing loans. In
2003 the proportion of fi rst-time buyers increased to one
quarter of all purchasers. A survey conducted by Realty
World showed that fi rst-time buyers still enter the market
by buying small apartments, then gradually trade up. On
average fi rst-time buyers choose a home of around 65 m2.

Close cooperation with 
branches of Sampo Bank
Cooperation between local real estate agents and
branches of Sampo Bank was intensifi ed during 2003.

Realty World (Kiinteistömaailma)

As a result of closer cooperation the number of apart-
ment transactions backed by Sampo housing loans and
brokered by Realty World increased by almost 30 per
cent. A new customer relationship management system 
was created for the chain, and its website was upgraded
to serve the needs of apartment buyers even better. Two
or three-dimensional layout drawings and 360° virtual
images have quickly become common features. The web
services presenting Realty World’s properties attract over 
200,000 visitors each month.

In September Realty World became the fi rst real estate 
agency in Finland to launch insurance cover for household
appliances. This insurance, which was well received by
customers, covers the repair of an appliance or purchase
of an equivalent new unit, subject to conditions, with no
customer excess, if an appliance acquired in a property 
transaction breaks down within half a year of the trans-
fer of possession of the property. This benefi t is provided 
free-of-charge to both the property buyer and seller. The 
insurance is granted by If P&C Insurance Company.

Realty World unveiled a new visual identity for its real
estate agencies at the beginning of the year. During 2003
one third of the agencies were refi tted in line with the new
identity, and the rest will be refi tted during the next two or
three years.
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In 2003 If P&C Insurance continued to improve 
results and its cash fl ow remained strong. The 
low loss ratio, the effects of the profi tability 
programme and the more positive investment 
climate will ensure that this good performance 
continues.

The launch of the new name and brand of Finland’s 
leading P&C insurance company in the spring succeeded
very well. The If name and logo quickly became well-
known and, at the same time, Sampo became more
sharply profi led as a bank.

If P&C Insurance’s market share in Finland is 35 per
cent (2002). If is also the leading Nordic P&C insurer with
3.8 million customers and a total market share in the
Nordic region of approximately 24. In 2003 the company’s
gross written premiums totalled EUR 4.3 billion (SEK 38.9
billion). The If Group employs approximately 7,000 people,
of whom about 2,200 work in Finland.

If operates in four segments - Private, Commercial, 
Industrial and the Baltic region. As the organisation is
Pan-Nordic, If can realise scale benefi ts, such as  best 
practices from different countries while, at the same time,
adapting its customer contacts and products to local mar-
ket conditions. 

At the end of 2003 Sampo’s holding of If P&C Insurance
Company was 38.05 per cent. In February 2004, Sampo
announced a rise in its ownership of If to 89.94 per cent
in early 2004. The arrangement will clarify If’s ownership 
structure and facilitate the further development of the
company. The share transaction will have no effect on If’s 
customer service.

Turnaround according to plan
During 2003, If continued to focus on the improvement of 
profi tability in its core business. Customer satisfaction is
increasingly important and activities to increase customer
retention were implemented during the year. In October,
the company relinquished the Marine & Energy portfolio
which did not fi t its overall strategy and as the M&E busi-
ness is by nature very volatile. The transaction will release
capital and increase the solvency ratio by approximately 
3.5 percentage points.

If’s profi tability enhancement programme, which has
lasted two years now, and increased premiums have
reduced the combined ratio by more than ten percentage
points. The company’s turnaround shows that economies
of scale are obtainable in the P&C insurance business,
even in the Nordic context. The strict cost savings measures
implemented by the company’s management have also
succeeded.

Whereas the combined ratio was 113.1 per cent (pro
forma) at the beginning of the profi tability programme in
2001, it fell to 100.9 per cent by 2003 due to increased pre-
miums, improved loss ratio and increased cost-effi ciency.
It can be assumed that in the coming years If will press 
the combined ratio well below 100 per cent. If’s combined
ratio target for 2004-2006 is 97-99 per cent and target for 
ROE 15 per cent.

If P&C Insurance

The upturn in equity markets affected the investment
results signifi cantly, even though, now that the P&C busi-
ness itself is healthier, the result is no longer so depend-
ent on the equity markets. The result was also improved 
last year by positive performance on the fi xed income
markets. The investment return was 4.6 per cent. As eq-
uity markets recovered If increased the allocation to equi-
ties in the end of the year to 8 percent. The duration on in-
terest bearing securities was kept short.

If reached a clearly positive operating result in 2003,
EUR 300 million (SEK 2.7 billion). In 2002 If’s operating
loss was EUR 227 million (SEK 2.1 billion).

Concerning If’s business areas, Private performed
strongly throughout the year, with the combined ratio
reaching 98.7 per cent. The biggest improvements in Pri-
vate business area were taken in Denmark and Norway.
The Commercial customer segment’s combined ratio also
ended close to 100 per cent. In the Industrial business ar-
ea, If continues profi tability action, even though combined
ratio improved. The combined ratio of the Industrial cus-
tomer segment was reduced to 102.7 from 109.7 per cent
in 2003.

Promising outlook for 
the P&C insurance business
The P&C insurance business will continue to perform suc-
cessfully, founded on a combined ratio that has dropped
below 100 per cent. If’s earnings will be supported by the 
upswing that has begun in the equity markets. If is now in
the fi nal stages of its effi ciency enhancement programme 
and is set to produce considerably better results than in
the past.
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Sampo’s roots and the year 2003

The year 2003
13 January
Working in co-operation with Sampo, the Union of Salaried 
Employees became the fi rst trade union in Finland to 
include voluntary pension saving as a membership benefi t.

16 January
Sampo Bank announced its fi rst personalised credit 
cards: Marimekko’s famous Poppy, Kaj Stenvall’s duck
picture and a football fi eld were used as the themes of
Sampo’s MasterCard.

10 February
Mandatum Private Bank launched the Mandatum Zeus
equity indexed annuity, the fi rst of two new types of equity 
indexed annuity offered by the Private Bank during the year.

13 March
Kari A.J. Järvinen was appointed Managing Director of
Mandatum & Co Ltd, the corporate fi nance unit of Sampo
Group.

26 March
Sampo published the 2002 Annual Report and its fi rst
Corporate Responsibility Report.

3 April
Carlo Eräkallio was appointed Managing Director of
Mandatum Asset Management Ltd.

9 April
Sampo’s Annual General Meeting elected Anne Brunila
as a new member of the Board of Directors, in addition
to re-electing the existing members. 

11 April
Sampo Bank announced a new service for retail
customers – the Personal Financial Plan.

16 April
Sampo Fund Management become the fi rst in Finland to
launch a fi xed income fund which manages its assets
according to the principles of sustainable development.

15 May
Sampsa Laine was appointed Managing Director of
Mandatum Stockbrokers Ltd.

15 May
Sampo announced that it would separate its corporate 
fi nance and brokerage & equity research companies into
independent lines of business.

27 May
Sampo announced the merger of Sampo Card Ltd into
Sampo Bank plc, to take effect at the beginning of 2004.

2 June
Rationalisation negotiations were started in Sampo Bank.
At their conclusion on 30 September, staff reductions of
346 persons were announced.

8 September
Sampo Bank became the fi rst in Finland to launch a
comprehensive fi nancial management package for
university students.

12 September
Sampo Life launched the Positive 2008 mutual fund with
a capital guarantee, which is linked to Sampo’s 
investement insurance. 

29 October
Sampo Bank announced a reform of its retail customer 
accounts, to take effect on 1 February 2004.

19 December
Sampo plc announced a transfer of its subsidiaries AS
Sampo Pank (Estonia) and UAB Sampo bankas (Lithuania)
to Sampo Bank plc. This internal re-arrangement took
effect on 2 January 2004

All of the releases published by Sampo can be read at 
http://www.sampo.fi /press_room
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Corporate Governance
Sampo complies with the Corporate Governance Recom-
mendation for Listed Companies issued by HEX Plc, the
Central Chamber of Commerce of Finland and the Confed-
eration of Finnish Industry and Employers and which will
enter into effect on 1 July 2004. However, in deviation from
the recommendations, Paavo Pitkänen, a member of the
Board of Directors’ Audit Committee, is not independent of
the company, because he was elected as a member of the
Audit Committee in spring 2003. Sampo’s Board of Direc-
tors has also approved internal rules concerning corporate
governance, internal control and reporting in Sampo Group.

Board of Directors

BOARD OF DIRECTORS’ DUTIES

Sampo’s Board of Directors is responsible for the mana-
gement of the company in compliance with the law, the
regulations of the authorities, Sampo’s Articles of Asso-
ciation and the decisions of the Shareholders’ Meetings.
The operating procedures and main duties of the Board of
Directors have been defi ned in the Board’s Charter. 

The Board of Directors approves the business strategy
and long-term operating plans of Sampo Group, and the
principles governing Sampo Group’s risk management
and internal control, and is responsible for the proper
management of the Group’s operations. The Board also 
decides, within the limits of the company’s fi eld of activi-
ties, on exceptional and far-reaching matters with respect
to the scope and nature of Sampo Group.

The Board elects the CEO and executives of Sampo
Group, releases them from their duties, and decides on
their terms and conditions of employment and on other
compensation. In addition, the Board confi rms the Group’s
staff planning targets and supervises their implementa-
tion, determines the grounds for the Group’s compensa-
tion system and decides on other far-reaching matters
concerning the staff. 

ELECTION AND TERMS OF OFFICE OF BOARD MEMBERS

According to Sampo’s Articles of Association, the com-
pany’s Board of Directors comprises no fewer than three
and no more than ten members elected by shareholders
at the Annual General Meeting. The Annual General Meet-
ing of 2003 decided to elect eight members to the Board
until the close of the Annual General Meeting to be held in
2004. The term of offi ce of the Board members is one year.
The members of the Board annually elect a Chairman and
Vice Chairman from among their members, at their fi rst
meeting following the Annual General Meeting.

The composition of the Board of Directors of Sampo plc is 
as follows:
Olli-Pekka Kallasvuo Chairman
Jyrki Juusela  Vice Chairman
Tom Berglund  member
Anne Brunila  member
Georg Ehrnrooth  member
Paavo Pitkänen  member
Christoffer Taxell  member
Björn Wahlroos  member

With the exception of Anne Brunila, Paavo Pitkänen
and Björn Wahlroos, the Board members are independent
members.

The Board of Directors of Sampo plc convened 12 times
in 2003. The average attendance of Board members at
meetings was 99 per cent.

Executive Committee and other
committees appointed by the Board 
The Board may appoint committees, executive committees 
and other permanent or fi xed-term bodies for duties as-
signed by the Board.  The Board confi rms the Charter of 
the Executive Committee, and the guidelines and authori-
sations given to other bodies appointed by the Board. The
Board has established Sampo Group’s Executive Com-
mittee, Nomination and Compensation Committee, Audit 
Committee, Risk Control Committee, Asset and Liability
Committee (to monitor the Group’s balance sheet risks),
Credit Committee (to monitor credit risks) and Investment
Committee (to monitor investment risks). The Board has
also appointed the members of these committees. Infor-
mation concerning these members is presented as per 31
December, 2003.

SAMPO GROUP’S EXECUTIVE COMMITTEE

Sampo Group’s Executive Committee, appointed by the
Board of Directors, supports the CEO in the preparation of
strategic issues relating to Sampo Group, in the handling
of operating matters that are signifi cant or involve ques-
tions of principle, and in ensuring a good internal fl ow of 
information. 

The composition of the Group Executive Committee 
is as follows:
Björn Wahlroos CEO
Kari Stadigh  Deputy CEO
Ilona Ervasti-Vaintola  Chief Counsel, Principal Attorney
Ilkka Hallavo  Head of Corporate Banking,

Managing Director of Sampo Bank
Mika Ihamuotila Executive Vice President,

Head of Banking
Peter Johansson CFO; Financial Control,

Corporate Development and
Human Resources 

Patrick Lapveteläinen CIO; Treasury and Trading
Petri Niemisvirta Head of Life Insurance Business, 

Managing Director of Sampo Life
Maarit  Näkyvä     Executive Vice President, Head of

Retail and Private Banking

The Executive Committee convenes once a week in accordance
with its rules, and at other times as requested by the CEO.

Committees appointed by the Board

NOMINATION AND COMPENSATION COMMITTEE

The Nomination and Compensation Committee comprises
the Chairman of the Board (who acts as the Committee’s
Chairman), the Vice Chairman of the Board and one
member elected from among the members of the Board.
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The Nomination and Compensation Committee is entrusted
to prepare proposals for Sampo’s Annual General Meeting
on the composition of the Board and the principles by
which Board members are to be compensated and their
fees, and to prepare proposals for Sampo’s Board on
the principles by which Sampo Group’s staff are to be
compensated and by which the members of Sampo
Group’s Executive Committee are to be compensated and
their fees. The Committee is also responsible, if necessary,
for preparing proposals for the Board on issues relating to
corporate governance. The Nomination and Compensation
Committee comprises Olli-Pekka Kallasvuo, Jyrki Juusela
and Georg Ehrnrooth, and met three times in 2003.

AUDIT COMMITTEE 

The Audit Committee is responsible for overseeing Sampo
Group’s internal audit and the actions of the auditors,
the authenticity of the Group’s fi nancial accounts and the
auditors’ professional competence and independence. The
Audit Committee comprises at least three members elect-
ed from among the non-executive Board members, and
meets at least once every half-year. The Audit Committee
comprises Jyrki Juusela (Chairman), Paavo Pitkänen and
Christoffer Taxell. Since its establishment in spring 2003,
it has met once.

RISK CONTROL COMMITTEE 

The Board of Directors has appointed a Risk Control Com-
mittee to control Sampo Group’s risks at the Group level. 
The Risk Control Committee is responsible for supervising
the preparation of and compliance with Sampo Group’s
risk management principles and other related guidelines,
supervising Sampo Group’s risks and risk accumulations
and the quality and scope of risk management, and moni-
toring the implementation of risk policies, the use of lim-
its and the development of risks and profi t in the various
business areas. The Risk Control Committee comprises
the Chairman of the Board and two or three members
elected from among the members of the Board. Also par-
ticipating in the meetings of the Committee are the CEO,
the respective chairmen of the Group’s Asset and Liability
Committee, Investment Committee and Credit Commit-
tee, the member of the Group’s Executive Committee 
responsible for risk control, the Head of Risk Control and
any other people elected at the discretion of the Board.
The Risk Control Committee comprises Olli-Pekka Kallas-
vuo (Chairman), Tom Berglund, Anne Brunila and Paavo 
Pitkänen. Also participating in the meetings are Björn 
Wahlroos, Kari Stadigh, Ilkka Hallavo, Mika Ihamuotila,
Peter Johansson, Patrick Lapveteläinen and Petri Viertiö.
The Risk Control Committee met four times in 2003.

Other committees
ASSET AND LIABILITY COMMITTEE, CREDIT COMMITTEE AND 
INVESTMENT COMMITTEE

The Asset and Liability Committee is responsible for 
preparing the Group’s balance risk policy for approval by 
the Board, preparing the banking book and trading limits
and authorisations for the Boards of Group companies,

and monitoring the use of limits and authorisations and
the Group’s consolidated liquidity. The Asset and Liability
Committee comprises Patrick Lapveteläinen (Chairman),
Martti Porkka, Kai Brander, Aki Palo, Markku Pehkonen,
Risto Tornivaara, Jyrki Appelqvist, Pekka Kainulainen and
Petri Viertiö, the last three being expert members.

The Credit Committee is responsible for preparing
the Group’s credit policy for approval by the Board, pre-
paring credit risk limits and authorisations for the Boards of
Group companies, monitoring the use of credit risk limits
and authorisations, and making credit decisions in cases
requiring the highest level of authority. The Credit Com-
mittee comprises Ilkka Hallavo (Chairman), Jukka  Apa-
jalahti, Jarmo Lankinen, Patrick Lapveteläinen and Aki
Palo (expert member).

The Investment Committee is responsible for pre-
paring the Group’s investment policy for approval by the 
Board, preparing investment decision authorisations for
the Boards of Group companies, and monitoring the use 
of limits and authorisations. The Investment Committee 
comprises Kari Stadigh (Chairman), Patrick Lapveteläinen, 
Sirpa Mannila, Vesa Nurminen, Ulla Kangas and Petri 
Viertiö (expert member). 

Chief Executive Offi cer
The company has a Managing Director who is simultane-
ously the CEO of Sampo Group. The Board of Directors 
elects and releases the CEO, and decides on the terms
of employment and other compensation. The Managing
Director of the company and the CEO of Sampo Group is
Björn Wahlroos.  

The period of notice for terminating the service contract
of the CEO of Sampo Group is six months. In addition to 
receiving salary for the period of notice, the CEO will be
entitled to severance compensation of 18 months’ full
salary (not including bonuses), provided the service
contract has been terminated by Sampo.

Compensation

COMPENSATION OF THE MEMBERS OF THE BOARD OF DIRECTORS

According to Sampo’s Articles of Association, the Annual
General Meeting decides on the compensation of the
members of the Board of Directors. 

The Chairman, the Vice Chairman and the other mem-
bers of the Board will be paid the following fees monthly 
until the close of the Annual General Meeting in 2004:
the Chairman EUR 4,200, the Vice Chairman EUR 3,360
and the other members of the Board EUR 2,520. In addi-
tion, all members of the Board will be paid EUR 420 for
each meeting of the full Board or one of its committees.
Members of the Board will be paid a daily travel allowance 
corresponding to the maximum, valid, tax-exempt travel 
allowance permitted by the tax authorities and will be re-
imbursed for accommodation and travel expenses.  Board
members employed by the company don´t receive sepa-
rate compensation for Board work.

Members of the Board of Directors were paid a total of
EUR 289,460 for their work on the Board and its commit-

Corporate Governance
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tees in 2003. The members of the Board did not receive 
any other benefi ts and did not participate in Sampo’s op-
tion programmes. 

COMPENSATION OF THE MANAGING DIRECTOR 
AND OTHER EXECUTIVES 

The Board of Directors decides on the terms of employ-
ment and compensation of the CEO and other executives
on Sampo Group’s Executive Committee on the basis of
a proposal made by the Nomination and Compensation
Committee.  

PRINCIPLES OF COMPENSATION SYSTEM

In addition to receiving monthly salaries, executives who
are members of the Group’s Executive Committee are
participants in the Group’s profi t bonus system which is
decided upon separately each year. The criteria used in
determining the profi t bonus are the Group’s result, the
business area’s result and the individual performance of
the person in question. The maximum profi t bonus that
can be paid for 2003 to executives who are members of
the Executive Committee is an amount corresponding to
nine-months’ salary.

With the exception of the Chief Executive Offi cer, the
members of the Group Executive Committee are also
participants in the long-term incentive system for Sampo
plc’s executive management. The performance bonus to
be paid on the basis of the incentive system is determined
by the performance of the value of Sampo’s A share (up to 
a maximum of EUR 19 per share) and the performance of
Sampo’s RORAC (return on risk allocated capital).

The criteria for payment of the performance bonus will
be examined in December 2005 and in 2006 after Sampo
has published its results for the fi rst quarter (Q1). If the
criteria for payment are fulfi lled, the performance bonus
will be paid in three instalments as follows: 30 per cent in
December 2005, 35 per cent in June 2006 and 35 per cent
in January 2007.

Recipients of performance bonuses must use 20 per
cent of the performance bonuses they receive, after de-
duction of taxes and similar payments, to buy Sampo A
shares on the Helsinki Exchanges, after which they must
hold the shares in their possession for two years.

The terms of the incentive system are available on
Sampo’s web pages at www.sampo.fi /ir.

The Group’s Chief Executive Offi cer will be paid long-
term compensation based on his employment contract, the 
payment of which the Board will decide separately in com-
pliance, as applicable, with the principles of the long-term 
incentive system for Sampo’s executive management.

All the options of the year 2000 Sampo option pro-
gramme have been the subject of trading in the Helsinki
Exchanges since 2 January 2004.

The CEO was paid a total of EUR 868,774 in salaries and
profi t bonuses for 2003. The Deputy to the CEO was paid a
total of EUR 577,407 in salaries and profi t bonuses. 

The retirement age of the members of the Group
Executive Committee is 60 years, and the pension paid
corresponds to the full amount permitted under the
Employees’ Pensions Act (TEL).

External auditors
Ernst & Young Oy
Authorised Public Accountants

Responsible auditor
Tomi Englund, APA

In 2003, the fees paid to the external auditor, for auditing
services as invoiced, totalled EUR 949,975. In addition,
the fees paid to the fi rm of external auditors for non-audit
services as invoiced, totalled EUR 243,977.

Internal audit
Sampo’s Internal Audit is a function independent of busi-
ness operations which evaluates the suffi ciency of the
internal control system and risk management and the
compliance with statutory requirements and laws.

Internal Audit reports their observations to the heads of
the lines, the Chief Executive Offi cer and the Board’s Audit
Committee.

In its auditing work, Internal Audit applies the profes-
sional auditing standards approved by the IIA (Institute of
Internal Auditors).

Insider Administration
Sampo’s Board of Directors has approved Sampo Group’s
Guidelines for Insiders. These comply with the Guidelines
for Insiders issued by the Helsinki Exchanges, the Guide-
lines for Insiders and Trading of the Finnish Association of
Securities Dealers and the Finnish Association of Mutual
Funds, the Insider Guidelines for Investment Activities 
issued by the Federation of Finnish Insurance Companies
and the Regulations of the Financial Supervision Authori-
ty. Sampo Group’s Guidelines for Insiders are stricter than
the above-mentioned norms on matters that concern the
Group Executive Committee, other corporate executives
and other specifi cally-named persons, as these persons
must ask for separate written permission in advance for 
each share-related securities transaction they make. 

The following companies in Sampo Group keep their
own insider registers: Sampo plc, Sampo Bank plc,
Mandatum Asset Management Ltd, Sampo Fund Manage-
ment Ltd, Mandatum Stockbrokers Ltd, Mandatum & Co
Ltd and 3C Asset Management Ltd.

Sampo plc’s insider guidelines and insider register may
be viewed on the Internet at www.sampo.fi /english, see
Investor Relations/Shares and Options/Insiders.
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Board of Directors

Björn Wahlroos and Olli-Pekka Kallasvuo Jyrki Juusela, Anne Brunila and Paavo Pitkänen

Chairman
Olli-Pekka Kallasvuo, born 1953
CFO and Member of the Executive Group of Nokia
Corporation (Executive Vice President & General Manager, 
Mobile Phones, Nokia Corporation from 1 January 2004)

Chairman of the Boards of F-Secure Corporation and
Nextrom Holding S.A.

He was appointed member of the Board of Directors of
Sampo plc and Chairman of the Board on 5 April, 2001

He holds 10,000 Sampo plc shares directly or through 
a controlled company

Vice Chairman
Jyrki Juusela, born 1943
Managing director, Chairman of the Group Executive
Committee of Outokumpu Oyj

Chairman of the Board of the Foundation of Technology,
Vice Chairman of the Board of Varma Mutual Pension 
Insurance Company (from 1 January 2004), and member
of the Boards of Inmet Mining Corporation, the Technology
Industries of Finland and the Association of Finnish Steel
and Metal Producers

He transferred to the Board of Directors of Sampo plc 
from the Supervisory Board on 25 May, 2000

He holds 4,905 Sampo plc shares directly or through a
controlled company

Tom Berglund, born 1951
Professor, Vice-Rector of the Swedish School
of Economics and Business Administration

He was appointed member of the Board of Directors
of Sampo plc on 25 May, 2000

He holds no Sampo plc shares

Anne Brunila, born 1957
Director-General, Ministry of Finance

She was appointed member of the Board of Directors
of Sampo plc on 9 April, 2003

She holds no Sampo plc shares

Georg Ehrnrooth, born 1940

Chairman of the Boards of Assa Abloy AB (publ) and Varma 
Mutual Pension Insurance Company, Vice Chairman
of the Board of Rautaruukki Corporation, and member
of the Boards of Nokia Corporation, Karl Fazer Oy Ab
and Sandvik AB

He was appointed member of the Board of Directors
of Sampo plc on 26 June, 1992

He holds 3,600 Sampo plc shares directly or through
a controlled company
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Tom Berglund, Christoffer Taxell and Georg Ehrnrooth

Paavo Pitkänen, born 1942
Managing Director of Varma Mutual Pension Insurance 
Company

Member of the Boards of Wärtsilä Corporation, Stora Enso
Oyj and The Federation of Finnish Insurance Companies

He was appointed member of the Board of Directors
of Sampo plc on 22 January, 1999

He holds no Sampo plc shares

Christoffer Taxell, born 1948
Minister (Chancellor, Åbo Akademi University 
from 1 January 2004)

Chairman of the Boards of Finnair Oyj and Stiftelsen för
Åbo Akademi, member of the Boards of Nordkalk Corpora-
tion, Boliden AB, Raisio Yhtymä Oyj and Stockmann Oyj Abp

He transferred to the Board of Directors of Sampo plc 
from the Supervisory Board on 1 January, 1998

He holds no Sampo plc shares

Björn Wahlroos, born 1952
CEO of Sampo plc

Member of the Board of Varma Mutual Pension Insurance
Company

He was appointed member of the Board of Directors
of Sampo plc on 5 April, 2001

He holds 11,839,890 Sampo plc shares directly or through
a controlled company

Sampo plc´s Board of Directors is appointed annually
by the Annual General Meeting. The present members
of the Board were elected by the Annual General Meeting
on 9 April 2003.

The CVs of members of the Board of Directors can be
viewed on the Internet at www.sampo.com, see Investor 
Relations/Sampo Group/Corporate Governance.

Information as on 31 December, 2003.
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Group Executive Committee

Björn Wahlroos, born 1952
CEO; Managing Director, Sampo plc

Member of the Board of Varma Mutual Pension 
Insurance Company

He holds 11,839,890 Sampo plc shares directly or 
through controlled company
Options (1998 programme): -
Options (2000 programme): -

Kari Stadigh, born 1955
Deputy CEO

Chairman of the Boards of If P&C Insurance Holding Ltd,
Kaleva Mutual Insurance Company, Aspo Plc and the
Federation of Finnish Insurance Companies, and Vice
Chairman of the Board of Alma Media Corporation

He holds 60,380 Sampo plc shares directly or through 
controlled company
Options (1998 programme): 42,750
Options (2000 programme): 50,000

Ilona Ervasti-Vaintola, born 1951
Chief Counsel, Principal Attorney

Member of the Boards of HEX Integrated Markets Ltd and
Stockholmsbörsen AB, member of the Legal Committee
of the Central Chamber of Commerce, Chairman of the
Delegation of the Investors’ Compensation Fund, member
of the Delegation of the Deposit Insurance Fund of the
Commercial Banks and Postipankki Oy, and member of
the Delegation of the Deposit Insurance Fund

She holds 297,720 Sampo plc shares directly or through
controlled company
Options (1998 programme): -
Options (2000 programme): 50,000

Ilkka Hallavo, born 1956
Head of Corporate Banking; Managing Director,
Sampo Bank plc

Chairman of the Board of MB Equity Partners Oy,
member of the Boards of Novo Group Plc, MB Rahastot Oy
and the Finnish Bankers’ Association, member of the
Executive Committee of the Customer Advisory Offi ce
of the Banking Sector, and member of the Supervisory
Boards of Finpro ry and Luottokunta

He holds 500 Sampo plc shares directly or through 
controlled company
Options (1998 programme): -
Options (2000 programme): 50,000

Mika Ihamuotila, born 1964
Executive Vice President; Head of Banking; Chairman of
the Board of Management, Sampo Bank plc

Member of the Boards of Elisa Corporation and
HYY-Group

He holds 225,190 Sampo plc shares directly or through
controlled company
Options (1998 programme): -
Options (2000 programme): 50,000

Peter Johansson, Björn Wahlroos, Patrick Lapveteläinen and Petri Niemisvirta Mika Ihamuotila and Kari Stadigh
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Peter Johansson, born 1957
CFO; Financial Control, Corporate Development and
Human Resources

Member of the Boards of If P&C Insurance Holding Ltd,
Meridea Financial Software Oy and the Deposit Insurance
Fund of the Commercial Banks and Postipankki Oy

He holds 2,500 Sampo plc shares directly or through
controlled company
Options (1998 programme): -
Options (2000 programme): 50,000

Patrick Lapveteläinen, born 1966
CIO; Treasury and Trading

Member of the Boards of If P&C Insurance Holding Ltd,
EQT Finland B.V. and Bravida ASA

He holds 80,485 Sampo plc shares directly or through 
controlled company
Options (1998 programme): -
Options (2000 programme): 50,000

Petri Niemisvirta, born 1970
Head of Life Insurance Business; Managing Director,
Sampo Life Insurance Company Limited

Member of the Boards of the Federation of Finnish Insur-
ance Companies and the Consumers’ Insurance Offi ce

He holds no Sampo plc shares
Options (1998 programme): 3,825
Options (2000 programme): 50,000

Maarit Näkyvä, born 1953
Executive Vice President; Head of Retail and
Private Banking

Member of the Board of Kesko Corporation

She holds no Sampo plc shares
Options (1998 programme): -
Options (2000 programme): 50,000

The CVs of members of the Group Executive Committee 
can be viewed on the Internet at www.sampo.com,
see Investor Relations/Sampo Group/Management.

Information as on 31 December, 2003.

Ilona Ervasti-Vaintola, Maarit Näkyvä and Ilkka Hallavo



26 Sampo Annual Report 2003

Development of staff competence 
a key theme in 2003

At the end of the year, Sampo Group’s staff was 5,265,
compared with 5,848 one year earlier. In recent years, a 
large proportion of customers have begun to use banking
services through the web bank, which has necessitated
rearrangements in the retail customer network. As a re-
sult of the rationalisation negotiations concerning mainly 
Sampo Bank’s retail customer business and telephone 
banking, Sampo’s staff reduced by 346 employees. Almost
all reductions were implemented without redundancies.
Persons who lost their jobs were offered the opportunity to
participate in retraining, job search counselling or pension
arrangements, as well as fi nancial support. The support
arrangements made were larger than those of other
companies that reduced staff. This demonstrated Sampo’s
will to contribute to the co-operation process. In addition,
the Group’s staff was reduced during the year by 237,
due to natural turnover, expiry of temporary employment
contracts and adjustment measures.

Retail customer branch
operations reorganised
Retail customer branches were organised into customer
service groups that handle daily banking transactions,
customer relationship groups that offer services related
to the management of customers’ fi nances, and customer
acquisition groups that largely operate outside branches.
The new service organisation makes it possible to take
care of banking duties without delay, as well as to engage
in in-depth fi nancial advisory more effi ciently.

The new service, Personal Financial Plan, was offered
to retail customers. The Personal Financial Plan software
to be used by customers and Sampo representatives to-
gether, was introduced as a tool for a new kind of customer 
meeting. More than 700 Sampo employees completed
courses in the use of the software and the related com-

Staff

petence test. In addition, customer advisors and fi nancial 
specialists developed their competence in subjects such
as fi nancing and investment. Altogether 300 Sampo em-
ployees participated in these courses. 

The investment training for the customer account man-
agers of Sampo’s corporate branches was completed in
the spring. In all, more than 300 customer account man-
agers participated in these courses which were carried
out in co-operation with Helsinki School of Economics
Executive Education.

Sampo Business School provides 
management and specialist training
Sampo Business School training supports the develop-
ment of competence. The content of the courses, started 
in 2002, was expanded: in addition to the investment serv-
ices diploma, the concept now comprises a basic training
programme for managers and an interactive skills course
aimed at managers and specialists. In the future, the
training will also feature instruction in corporate fi nance 
and business management.

Cost-effi ciency was improved by increasing web-based
learning in all Sampo´s training programmes.

Salaries based on systematic
task diffi culty evaluation systems
The salaries of clerical bank staff are determined accord-
ing to a Sampo classifi cation based on a comprehensive
evaluation of the diffi culty of tasks. The salaries of the
retail customer network’s customer acquisition staff
are largely based on sales commissions. The salaries of
Sampo Life’s clerical staff are determined on the basis of
the salary system for clerical staff in insurance offi ces.

The salaries of managers, specialists and executives
(excluding the Group Executive Committee, whose com-
pensation system is presented in “Corporate Govern-
ance”,  p.19-21) are determined on the basis of the Hay
job diffi culty evaluation system. Sampo’s managers and
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specialists are subject to the collective labour agreement
and therefore entitled to general increases. The executive 
management is not included the collective labour agree-
ment and their salaries are raised through individual in-
creases. In 2003, the Sesam group pension insurance was
included in the incentive system for the Group’s expanded
Executive Committee.

Options programme, performance bonus
system and the personnel fund complement
salary systems
The year 2000 options programme ended on 2 January 
2004. The options are listed in the Helsinki Exchanges. The 
share subscription period with the options will end in 2007.

All staff groups in Sampo are covered by a performance
bonus system. Unit or team results and personal per-
formance are the criteria for the payment of the bonuses.

Long-term collective rewards are given through the
personnel fund. Profi t-sharing bonuses are annually paid
to the personnel fund according to a system agreed up-
on in advance, based on Sampo Bank Group’s operating
profi t. In 2003, the personnel fund was paid a total of
EUR 2.49 million, based on the profi t for 2002. 

Participation systems and well-being
services along the lines defi ned earlier
Sampo Group’s Co-operation Board had nine meetings
during the year. The purpose of the board is to promote 
and develop co-operation between the employer and the
staff, and within the staff, as well as to promote the imple-
mentation of the Act on Co-operation within Undertakings
in the Group. The committee has 15 members, of whom
seven represent the clerical staff, two represent manag-
ers and specialists and six represent the employer. 

Staff representatives participate in the meetings of
the Board of Management of Sampo Bank and the Board
of Directors of Sampo Life. The staff representatives have
the right to be present and to express opinions.

Occupational health and well-being services were of-
fered along the lines defi ned in 2002. The continuation
phase of the well-being at work project for branch man-
agers of the retail customer network was commenced in
co-operation with Varma-Sampo’s (now under the name
Varma) Evita services. The focus teams, consisting of 
branch managers, discussed methods and developed
tools to help them actively facilitate change and, at the
same time, serve as trainers and support persons. Other 
work groups promoting well-being at work in the Group’s
units continued projects on competence, working commu-
nity, management and safe working environments. 

Sampo supports the staff’s physical activities which are
organised by local providers of sports services through-
out Finland. As an extra staff benefi t, Sampo also offers 
the possibility to economically reserve holiday weeks in
leisure accommodation in Finland or in exchange resorts
abroad.

Occupational safety delegates for 2004-2005 were 
elected in the autumn.

Positive results in work satisfaction survey
A response rate of 73 per cent was recorded in the staff
survey on work satisfaction, carried out in late autumn.
This was 5 percentage points higher than in the corre-
sponding survey one year before. As in the previous year,
the overall satisfaction of Sampo employees was rated 8 
on a scale of 4 to 10. The satisfaction of clerical staff had
decreased slightly from the previous survey, while the
satisfaction of other groups of employees had remained
as it was or increased. 

    31 December, 2003 31 December, 2002
  Permanent Temporary Total Total

Banking and investment services 4,038 173 4,211 4,713
 Finland 3,407 173 3,580 4,141
  Sampo Bank Group 3,266 166 3,432 3,969
  Corporate Finance and Brokerage 60 5 65 85
  Asset Management Services*) 81 2 83 87
 Baltic region and Poland 631 0 631 572
Life insurance operations 369 17 386 449
 Finland 235 17 252 255
 Baltic region and Poland 134 0 134 194
Holding company operations 81 1 82 90
Primasoft 568 18 586 596
GROUP TOTAL 5,056 209 5,265 5,848
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Corporate Responsibility

Sampo provides its customers primarily with 
solutions that promote saving and thus prepare 
for the challenges of population ageing. In 2003, 
Sampo refi ned the interpretation of its values 
and improved its guidelines and best manage-
ment practices. 

Many issues related to CR made headlines in 2003. Pub-
lic discussion was aroused by the environmental risks
related to Baltic Sea transportation and the felling of old
forests, both matters of importance to Finland. The role of 
environmental taxation in the Finnish tax system was also
discussed along with the reform for corporate taxation.

Some social issues also concerned the Finnish fi nan-
cial sector. They included the possible need to reform the
co-operation procedure, redundancy practices, the recon-
ciliation of work and home, and matters related to fi tness 
at work. Finland and various other countries discussed 
how to prepare for population ageing. Attitudes hardened
against sponsorship of professional sports, especially af-
ter doping was exposed in many countries.

Ethical problems surfaced in the fi nancial sector - in
the USA, for example, where malpractice and illegalities
were revealed in certain mutual funds and in the opera-
tions of some foreign exchange traders. Management in-
centive issues aroused discussion in many countries, in-
cluding Finland and its Nordic neighbours. Discussion was
particularly active in Sweden.

Sampo’s corporate responsibility year 2003
Sampo provides its customers primarily with solutions 
that promote saving and thus prepare for the challenges
of population ageing. Sampo also supplemented its range
of CR products. It became the fi rst in Finland to add a
fi xed income fund to its sustainability fund family, along-
side with the equity fund.

During the year, Sampo refi ned the interpretation of
its values and improved its guidelines and best manage-

ment practices. In this context, the compliance instruc-
tions concerning competition jurisdiction were confi rmed. 
Transparency was increased by publishing Sampo’s fi rst
CR report, which was elected as the best CR report in the
Finnish fi nancial sector in the 2003. Intranet and Internet
communications were improved by taking into account
stakeholder feedback more systematically. For example, 
the company’s Internet pages for investors now feature in-
formation on risk management. Environmental indicators
are discussed in more detail on the company’s Internet
pages and in the CR report.

Sampo’s way of operating by focusing more on solutions 
than products was intensifi ed. The use of paperless com-
munication was developed further, and premises manage-
ment prepared an environmental programme in December. 
Sampo changed its sponsorship to focus on children and 
young people instead of competitive sports. Additionally, 
the company sponsored culture and public health work.

Sampo improved the effi ciency of its operations and
continued to streamline its distribution network.  Persons
who lost their jobs as a result of the rationalisation nego-
tiations were offered fi nancial support, the opportunity to
participate in retraining, job search counselling or pension
arrangements. As a result, the number of redundancies
was very small. In the autumn, a work satisfaction survey
was performed, showing that general work satisfaction
had remained at almost the same level as in the previous
survey one year ago.  

The CR steering group met fi ve times in the year, and
their work continued in project work groups. Discussion 
took place on ways to practically implement Sampo’s val-
ues and improve environmental and CR reporting. The
content of the sustainable development policy was refi ned.
In March, Oekom Research AG published its fi rst CR rat-
ing for Sampo. Sampo received a C+ rating and was 9th in
a comparison group of 70 companies. Additionally, Sam-
po’s share was included in Kempen’s SNS Smaller Europe 
SRI index and the new Nordic Sustainability index, which

Sustainable Value Equity
Sustainable Value
Fixed IncomeFixed Income
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includes the best Nordic companies based on the princi-
ples of CR and good management practices. 

Operations based on Sampo’s values
The Group’s values are ethicality, loyalty, transparency and 
enterprise. These values were reinforced in 2003 and were
displayed in the Group’s operations in many ways. Sampo’s 
way of operating is based on customer orientation. Instead 
of promoting products to increase sales, the bank offers
comprehensive fi nancial services and counselling.

ETHICALITY:

In 2003, customers were encouraged to take the initiative to
secure their fi nances for future years and decades. Sampo
developed its solution-centered customer orientation by
giving all retail customers the opportunity to prepare a
Personal Financial Plan together with the bank’s experts.
The Personal Financial Plan will combine all the separate 
areas of the customer’s fi nances into a comprehensive
future plan. Training of customer service staff continued.
Co-operation with trade unions was also strengthened as
part of efforts towards a solution-centred approach.

Co-operation with stakeholders was extended with 
respect to sustainable development by discussing the 
goals of Sampo’s environmental undertakings with the 
company’s subcontractors. Sampo stopped sponsoring 
top sports events in Finland and focused its resources on 
youth sports and school projects (see information box).
Co-ordination of values and CR thinking was commenced 
in the Group companies in the Baltic countries and Poland. 
Foreign subsidiaries’ management structures were also 
streamlined and their management practices were made 
more uniform.

LOYALTY:

During the year, many of Sampo’s business areas per-
formed customer satisfaction surveys, the results of
which will be utilised in developing the company’s serv-
ices. As part of the efforts to pay more attention to young 
people, the Massi package was launched to help students
in higher education and under the age of 26 years plan 
and manage their fi nancial affairs.

In corporate research, a foundation was established to 
incorporate systematic evaluations of environmental as-
pects into credit risk analyses. This helps customer ac-
count managers and corporate customers to assess the 

environmental risks that affect the sustainability and prof-
itability of operations.

TRANSPARENCY:

Account statements issued to customers were improved
to better serve the customers’ own fi nancial planning. Ac-
count transactions were grouped by their nature and more
information was provided on the location of cash with-
drawals. Now customers can determine their fi nancial
position and completed account transactions more easily.
Pricing of retail customer services was made clearer, with 
the new system effective from February 2004.

It was decided within the fund management company
to revise the ownership policy, and information on these
changes will be published in 2004. To provide customers
with up-to-date fund information, the web site service was
established, through which customers can get information
on the value of their investment every day and on the con-
tent of their fund portfolio on a weekly basis.

The CR steering group prepared Sampo’s fi rst separate 
CR report.

ENTERPRISE:

The operational concept of retail customer branches was
renewed. The branches are now increasingly considered
as profi t centres, whose profi tability, costs and sales
result are measured more exactly. At the same time,
organisational revisions were made and the operations
of branches were divided into three basic functions: 
customer service, customer relationship and customer
acquisition. Branch managers are expected to encourage
employees and establish the best possible conditions
for profi t making. Mandatum Stockbrokers developed 
an incentive system, in which the analysts’ fees depend
on the accuracy of their recommendations and quality of
analysis. At the same time, the communication between
the analysts and customers was enhanced.

Co-operation with schools was promoted by means of
a donation project and also by educational means. Sampo’s
most signifi cant educational co-operation project involves 
the Helsinki Business Polytechnic, Helia. Sampo offers 
training positions and thesis work topics to polytechnic 
students. Positive results have reported from projects
in which specially prepared students provide training in
the use of the web bank. Within the Group, staff received
training through the Sampo Business School.

Sampo focused its monetary donations on
comprehensive schools and general upper
secondary schools for projects develop-
ing the civic skills of pupils and students.
Sampo donated the money for schools 
in spring 2003 and at the same time an-
nounced its withdrawal from sponsorship
of professional sports in Finland. 

Sampo’s revised donation policy was 
received very positively. Sampo received

almost 900 applications from groups of 
comprehensive schools and general upper
secondary schools throughout Finland.
A board composed of representatives of 
Sampo, the Trade Union of Education in
Finland, and the Union of Finnish Upper
Secondary School Students selected a to-
tal of 57 donation targets, and divided the
donation of EUR 200,000 between them.
Donations to individual schools ranged 

from EUR 260 to EUR 5,000. The majority 
of donations were for the acquisition of
books for school libraries, sports gear,
fi rst aid and safety training and other civic
skills projects. 

SAMPO’S DONATIONS TO COMPREHENSIVE SCHOOLS
AND GENERAL UPPER SECONDARY SCHOOLS
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Shares and votes
The Articles of Association state that Sampo plc’s share
capital can be at minimum EUR 30,105,638.84 and at
maximum EUR 120,422,555.30. On 31 December, 2003,
the company’s share capital was EUR 93,162,650.32 divid-
ed into 553,919,965 shares, of which 552,719,965 were A 
shares and 1,200,000 were B shares. The shares have no 
nominal value. The approximate counter book value of the
shares is EUR 0.17. Each A share has 1 vote and each B
share has 5 votes at General Meetings. The A shares have
been quoted on the Helsinki Exchanges since 1988. Kaleva
Mutual Insurance Company owns all the B shares. In ad-
dition Sampo’s 1998 A/B/C warrants and 2000 A/B options
are quoted on the main list of the Helsinki Exchanges.
The 2000 A options have been traded on the Helsinki
Exchanges since 2 January, 2003 and the 2000 B options
since 2 January, 2004, at which time they were combined
to form the 2000 A/B options.

B shares can be converted into A shares upon the de-
mand of their holder.

On 31 December, 2003, Group companies did not own
any shares in the parent company, but Satura Oy, a wholly 
owned subsidiary of Sampo plc, owned 23,175 of the 1998
A/B/C warrants and 1,030,250 of the 2000 A/B options.

Changes in share capital
On 9 April, 2003 the Annual General Meeting approved a
proposal by the Board of Directors to decrease the share
capital by the total counter book value of approximately 
EUR 409,436.69 of the Sampo shares that had been
bought back by 24 February, 2003. The decrease in share
capital was implemented through the cancellation without
consideration of the 2,434,400 Sampo A shares bought

Shares and shareholders
back by Sampo plc. This resulted in a corresponding de-
crease in the number of A shares. The decrease in share
capital did not result in a decrease in Sampo’s capital and
reserves. The decrease in share capital was entered in the
Trade Register on 11 April, 2003.

Warrants from Sampo’s 1998 option programme were
exercised to subscribe for 347,350 A shares during the
year under review. Sampo’s Board of Directors was able, 
during the year, to approve 66,100 of these shares with
a counter book value totalling EUR 11,117.22. The new
shares were admitted for trading on the Helsinki Exchanges
in lots following the entry of each lot in the Trade Register. 
The Board of Directors approved the rest of the subscriptions
on 11 February 2004.

Authorisations given to the Board of Directors
The Annual General Meeting authorised the Board of
Directors to buy back and convey Sampo’s own shares. The
authorisation is valid until 9 April, 2004. The maximum
amount of A shares that can be bought back is 5 per cent
of the company’s share capital or of the number of votes
attached to all shares. Shares can be bought back either
by an offer made to all holders of A shares in propor-
tion to their holdings and on equal terms determined
by the Board, or through public trading on the Helsinki
Exchanges, in which case the shares will not be bought in
proportion to the shareholders’ holdings.

Shares can be bought back to improve the company’s
capital structure, to fi nance corporate acquisitions or other
reorganisations, or to be otherwise further conveyed or
cancelled. During the year under review Sampo plc did not
buy back its own shares.

Mode of Subscription Terms of subscription Number  Share capital
increase/ period/ or subscriber of new after increase/ 
decrease Registration or reason for decrease shares decrease 

        EUR million *)
g

Decrease in 4 May, 2000 Cancellation of shares bought -1,520,000 50.86
share capital  back (1,520,000 A shares)

Decrease in share capital 3 July, 2000 Technical decrease - 49.85

Merger consideration, 31 December, Leonia shareholders, 44,720,000 87.46
A shares 2000 i.e. the State of Finland

Exchange offer 7 February, 2001 Mandatum 4,754,255 91.46
consideration, A shares  shareholders

Exchange offer 23 February, 2001 Mandatum 2,362,738 93.44
consideration, A shares  shareholders 

Bond with Warrants, 1998, 28 November, Warrant conversion  38,550 93.45
A shares 2001 

Bond with Warrants, 1998, Five conversions Warrant conversion  664,750 93.56
A shares in 2002

Decrease in 11 April, 2003 Cancellation of shares bought -2,434,400 93.15
share capital  back (2,434,400 A shares)

Bond with Warrants, 1998, Three conversions Warrant conversion  66,100 93.16
A shares in 2003

*) Rounded out



31Sampo Annual Report 2003

1998 bond with warrants 
On 22 May, 1998, Sampo issued a bond with warrants val-
ued at approximately EUR 1.1 million. The bond, which did
not pay interest, was repaid on 22 May, 2001. All the staff
permanently employed by the Sampo Group and Kaleva 
Mutual Insurance Company were entitled to subscribe.
Around 72 per cent of the staff employed at the time uti-
lised their entitlement to subscribe.

Five Sampo A shares can be subscribed for with each
warrant. The subscription period ends on 31 May, 2005.
The subscription price is EUR 5.77 per share, and is re-
duced by the amount of the dividend. If the Annual Gener-
al Meeting accepts the proposal by the Board of Directors 
concerning the distribution of dividends for 2003, the sub-
scription price will be reduced to EUR 4.27.

As a result of the subscriptions, the share capital can
increase by a maximum of 16,500,000 A shares, or by a
maximum of some EUR 2.8 million, which equals approxi-
mately 3 per cent of the company’s share capital as at 31
December, 2003. At the end of the year under review there
are 3,089,870 of the A/B/C warrants still unexercised.

2000 option programme
On 29 September, 2000, an Extraordinary General Meeting
of Sampo decided to offer options without consideration
to the management, middle management and other key 
personnel of Sampo and its subsidiaries and to a wholly-
owned subsidiary specifi ed by the Board of Directors. The
decision to offer these options disapplied the sharehold-
ers’ pre-emptive subscription rights.

A total of 5,200,000 options were issued, of which
2,600,000 are designated as A options and 2,600,000 as B
options. Each option entitles its holder to subscribe for fi ve 
Sampo A shares. The 2000 A options were admitted for trad-
ing on the main list of the Helsinki Exchanges on 2 January,
2003 and the B options on 2 January, 2004 after the stipulat-
ed subscription requirements had been met. The share sub-
scription period for all the options ends on 31 January, 2007.

The subscription price is EUR 8.44. If the Annual Gen-
eral Meeting approves the Board’s proposed dividend dis-
tribution for 2003 the subscription price will be reduced to 
EUR 6.94.

As a result of the subscriptions, the number of Sampo
shares can increase by a maximum of 26,000,000 new 
shares and the share capital by a maximum of EUR
4,372,886.09, which equalled approximately 4.7 per cent
of the share capital as of the end of 2003.

Shareholders
There were 52,429 registered shareholders on 31 Decem-
ber, 2003, which is an increase of 6,699 over the previous
year. 1.49 per cent of all shares had not been transferred 
to the book-entry securities system. 27.6 per cent of the
share capital was under foreign ownership, amounting to
27.4 per cent of the votes. Almost all foreign shareholders
have nominee-registered holdings.

At the end of the year the members of the Board of
Directors and the CEO owned, directly or indirectly, a total
of 11,858,395 Sampo shares. Their total holdings
constituted 2.1 per cent of the share capital and votes.

During the year under review no notifi cations were
received of holdings exceeding or falling below the dis-
closure thresholds.

Annual General Meeting
Sampo plc’s Annual General Meeting will be held on
Wednesday 7 April, 2004 at 2 p.m. at the Marina Congress
Center, address Katajanokanlaituri 6, 00160 Helsinki. The
reception of persons who have registered for the meeting
will commence at 12.30 p.m.

To be entitled to participate in the AGM, shareholders
must be registered in the shareholder register maintained
by Finnish Central Securities Depository Ltd (Suomen Ar-
vopaperikeskus Oy) by 26 March, 2004. Asset managers
should report the names of nominee-registered share-
holders to the Sampo shareholder register prepared for 
the AGM by Finnish Central Securities Depository Ltd.

Shareholders whose shares have not been transferred 
to the book-entry securities system are also entitled to at-
tend the AGM, provided they were registered in Sampo’s
share register before 12 September, 1997. In this case,
the shareholder must present at the AGM a share certifi -
cate or other proof that ownership of the shares has not
been transferred to a book-entry account.

To be entitled to participate in the Annual General
Meeting, shareholders and nominee-registered share-
holders must register with Sampo’s Equity Issues Depart-
ment by 4 p.m. on 31 March, 2004.

Dividends and dividend payment policy
The Board of Directors has decided to deviate from its
dividend policy, by which about 50 per cent of the profi t
for the fi nancial year was distributed as dividends, 
and proposes that a dividend of EUR 1.50 per share be 
distributed to shareholders, totalling EUR 831.3 million. 
The exceptionally large dividend is made possible by 
Sampo Group’s capitalisation, which the Board considers 
excessive in the current operating environment.

In previous years, dividends have been paid as follows (the
fi gures have been split-corrected, converted to EUR and
rounded out)

1999         EUR 0.49
2000         EUR 1.60
2001         EUR 0.75
2002         EUR 0.35
2003         EUR 1.50 *)

*) Board proposal to the Annual General Meeting

According to the proposal, only shareholders who are reg-
istered in the shareholder register kept by Finnish Central
Securities Depository Ltd on the record date for dividend
payment, 14 April,2004, are entitled to dividends. The pro-
posed dividend payment date is 21 April, 2004.

Shareholders who have not transferred their share
certifi cates to the book-entry securities system by the
dividend record date will be paid their dividends after the
shares have been transferred to the book-entry system.
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SHAREHOLDERS BY NUMBER OF SHARES OWNED AT 31 DECEMBER, 2003

Shareholdings Number of  Number of
A and B shares shareholders shares %

 1 - 100 11,798 757,144 0.14
 101 – 1,000 32,781 12,671,742 2.29
 1,001 – 10,000 7,096 19,393,409 3.50
 10,001 – 100,000 631 17,480,842 3.16
100,001 -  123 495,357,868 89.43
On waiting list  0
On joint account  8,258,960 1.49
Total  52 429 *) 553 919 965 100

*) Each nominee register is included in this fi gure as one single owner.

SHAREHOLDERS AT 31 DECEMBER, 2003

 Number of % of  % of
A and B shares shares share capital votes

Finnish state 223,616,080 40.37 40.02
Varma Mutual Pension Insurance Company 42,126,285 7.61 7.54
Wahlroos Björn 11,739,890 2.12 2.10
Kaleva Mutual Insurance Company *) 9,457,255 1.71 2.55
Stora-Enso Oyj 8,746,620 1.58 1.57
Ilmarinen Mutual Pension Insurance Company 7,354,655 1.33 1.32
State Pension Fund 4,175,000 0.75 0.75
Wärtsilä Corporation 1,901,000 0.34 0.34
Mutual Insurance Company Pension-Fennia 1,829,500 0.33 0.33
Pension Fund of Fortum 1,725,240 0.31 0.31
OP-Delta Trust Fund 1,485,600 0.27 0.27
Nordea Life Assurance Finland Ltd 1,113,700 0.20 0.20
Nordea Fennia Trust Fund 887,350 0.16 0.16
Church Central Fund 770,700 0.14 0.14
EVLI-Select Trust Fund 764,900 0.14 0.14
Etera Mutual Pension Insurance Company 722,150 0.13 0.13
OP-Tuotto Trust Fund 713,400 0.13 0.13
OP-Pirkka Trust Fund 700,000 0.13 0.13
Oy Premiere Holding Ab 620,200 0.11 0.11
Teollisuuden Voima Oy 610,260 0.11 0.11

In the nominee register in total 153,047,198 27.63 27.39
Others in total 79,812,982 14.41 14.28

Total  553,919,965 100.00 100.00
*) 8,257,255 A shares and 1,200,000 B shares

Shares and shareholders

1 Public companies 0.12%
2 Private companies 4.74%
3 Financial institutions

and insurance
companies 31.80%

4 Public corporations 52.01%
5 Non-profi t corporations 1.44%
6 Households 8.23%
7 Foreign ownership,

own account 0.16%
8 On joint account 1.49%

Shareholder groups, 
31 December 2003
(A and B shares)

Monthly share turnover,
trading volume, million, 1999-2003

Monthly share price
performance 1999–2003

(highest and lowest
trading price in euro)
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Analysis of Sampo prepared by leading invest-
ment analysts and stock-brokers world-wide. 
Sampo does not assume liability for the asses-
ments presented in the analyses.
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Sampo Group’s earnings per share increased to EUR 0.64
(0.63) and its operating profi t was EUR 464 million (542).
The operational result improved signifi cantly, since
the operating profi t for the comparison year included
a non-recurring sales gain of EUR 261 million from the
If arrangements. Due to the good result and growth
in valuation differences, the net asset value per share
increased to EUR 5.64 (5.26). The Board proposes to the
Annual General Meeting that a dividend of EUR 1.50 per 
share (0.35) be distributed.

The investments of the Group’s life insurance companies
performed well and net investment income increased to
EUR 387 million (193). As cost effi ciency improved sub-
stantially at the same time, the profi t before extraordinary
items of life insurance increased by 150 per cent to EUR
195 million (78). In banking and fi nancial services low 
interest rates depressed the net income from fi nancial 
operations, which dropped to EUR 404 million (448). Al-
though administrative expenses decreased and provisions
for bad and doubtful debts were low, the operating profi t 
decreased by almost 8 per cent to EUR 233 million (252).
The profi tability of the associated company, If, improved 
markedly and the company’s combined ratio for the full 
year 2003 was 100.9 per cent (106.1). Sampo Group’s 
share of If’s net profi t for the year was EUR 84 million,
whereas one year earlier the Group had recorded a loss 
of EUR 69 million from its holding.

The Group’s market positions in its areas of focus con-
tinued to be strong. In unit-linked insurance, the market 
share of insurance premiums rose to 28.5 per cent (25.3).
Sampo’s mutual fund assets continued to grow strongly 
and the market share of mutual fund assets was 22.0 per
cent (24.5). Sampo also succeeded well on the housing
loan markets and increased its market shares.

Changes in Group structure
On 31 December 2003, Sampo Card Ltd. was merged with
Sampo Bank as part of the Group’s internal rearrange-
ments. Sampo Card was Sampo Bank’s wholly-owned
subsidiary focusing on the card business. The purpose
of the merger is to streamline the Group’s structure.

On 6 February 2003, Sampo plc became the sole owner of
AS Sampo Pank in Estonia after completing the redemp-
tion of the outstanding shares. It was decided to transfer 
AS Sampo Pank and another Sampo plc subsidiary, UAB
Sampo bankas from Lithuania, to the ownership of Sampo
Bank plc, a wholly-owned subsidiary of Sampo plc. The
transfer was completed after the end of the fi nancial year,
on 2 January 2004. The measure strengthens the role of
the Baltic countries as part of Sampo’s banking operations.

In the spring, Sampo Life’s capital structure was diversi-
fi ed through several transactions. Sampo Credit plc fi rst
subscribed to a subordinated loan issued by Sampo Life
amounting to EUR 100 million. At the same time, Sampo
plc subscribed to an increase in Sampo Life’s share 
capital amounting to EUR 50 million. After this, Sampo

Life paid additional dividends amounting to EUR 150 mil-
lion. As a result of the measures Sampo plc’s holding in
Sampo Life increased to 96.12 per cent (previously 90.1)
and Sampo Bank plc’s holding decreased to 3.88 per cent
(previously 9.9) on 26 March 2003. The measures improve
Sampo Life’s return on equity and released capital for the
holding company.

Sampo plc agreed after the end of the fi nancial year on 11
February 2004 to acquire the shareholdings of the Swedish 
company Skandia and its subsidiary Skandia Liv and of the
Norwegian company Storebrand in If Holding Ab. Following
the transaction Sampo will own 89.94 per cent of If and If
will become a subsidiary of Sampo. Varma Mutual Pension
Insurance Company will maintain its holding of 10.06 per
cent in If. The agreed price is EUR 1.4 billion (SEK 12.5
billion). And the transaction is conditional on the receipt 
of the necessary offi cial permits. Sampo will fi nance the
share transaction with subordinated capital and other
long-term funding. After the transaction Sampo will have
three main businesses: P&C insurance, banking and long-
term savings. The transaction will have no effect on the 
position of customers and the staff.

Administration
The Annual General Meeting decided on 9 April 2003 to 
increase the number of members on the company’s Board 
of Directors by one, to eight members. Anne Brunila was
elected to the Board in addition to the earlier members,
Tom Berglund, Georg Ehrnrooth, Jyrki Juusela, Olli-Pekka
Kallasvuo, Paavo Pitkänen, Christoffer Taxell and Björn
Wahlroos, CEO. At its inaugural meeting, the Board of
Directors re-elected Olli-Pekka Kallasvuo as Chairman
and Jyrki Juusela as Vice Chairman.

The Board decided on 1 April 2003 to establish an audit
committee to monitor Sampo Group’s internal auditing
and auditors, the professional competence and independ-
ence of these auditors and the validity of Sampo Group’s 
fi nancial accounts. The Board also decided that the risk
control committee may no longer include members who
are not members of the Board of Directors.

The Annual General Meeting decided to elect one auditor
for the company, namely Ernst & Young Oy, until the close 
of the next Annual General Meeting.

Changes in share capital
Sampo’s year 1998 A/B/C warrants and year 2000 A/B
options are listed on the main list of the Helsinki Exchang-
es. The A options of the year 2000 option programme were
approved for trading on the Helsinki Exchanges from 
2 January 2003 and the B options from 2 January 2004,
at which time they were combined under the name 2000
A/B options.

The Annual General Meeting held on 9 April 2003 ap-
proved the Board’s proposal to decrease the share capital
by the combined counter value of the company’s own 
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shares acquired by 24 February 2003, i.e. EUR 409,436.69.
Accordingly, the share capital was decreased without
fi nancial or other consideration by annulling the 2,434,400
Sampo A shares bought back, causing a correspond-
ing decrease in the number of A shares. The company’s
capital and reserves was not reduced as a result of this
measure. The decrease in share capital was entered in the 
Trade Register on 11 April 2003.

The Annual General Meeting granted the Board of Direc-
tors authorisations, valid until 9 April 2004, to buy back
and convey Sampo’s own shares. The maximum amount of
A shares that can be bought back is 5 per cent of the com-
pany’s share capital or of the number of votes attached to
all shares. Shares can be bought back either by an offer 
made to all holders of A shares in proportion to their
holdings and on equal terms determined by the Board, or 
through public trading in the Helsinki Exchanges, in which
case the shares will not be bought in proportion to the
holdings of the shareholders.

Shares can be bought back to develop the company’s capi-
tal structure, to fi nance acquisitions or other reorganisa-
tions, or to be otherwise further conveyed or cancelled. 
Sampo’s own shares were not bought back during the
year under review.

A total of 347,350 A shares were subscribed with the war-
rants of Sampo’s year 1998 option programme during the 

year under review. The Board was able, during the year, 
to approve subscriptions for 66,100 shares with a counter
book value of EUR 11,117.22. The new shares were ac-
cepted for trading in the Helsinki Exchanges as each lot is
entered in the Trade Register. The remainder of the sub-
scriptions was approved by the Board on 11 February 2004.

As a result of the decrease in share capital and the share
subscriptions completed, Sampo plc’s share capital on 31
December 2003 was EUR 93,162,650.32. The total number
of shares was 553,919,965, including the 1,200,000 B
shares.

Staff
The Group’s staff decreased during the year by 583 per-
sons and was 5,265 (5,848). 80 per cent of the staff worked
in banking and investment services, 7 per cent in life insu-
rance, 2 per cent in the holding company, and 11 per cent
in Primasoft. The average number of staff in the year under 
review was 5,529, compared with 5,977 in 2002.

The number of staff decreased due to natural turnover 
and the staff reductions of the Finnish retail customer
network. Staff reductions are necessary because tradi-
tional banking services are being transferred mainly to the
Web Bank. Following the rationalisation negotiations car-
ried out in June-September, Sampo’s staff was reduced by 
346 employees. Nearly all reductions were implemented
without redundancies. The rationalisation negotiations

RESULTS BY QUARTER
      2003  2003  2003  2003  2002
EUR m    10–12 7–9 4–6 1–3 10–12

BANKING AND INVESTMENT SERVICES

 Interest receivable  163 160 170 184 197

 Interest payable  -63 -63 -69 -78 -86

 Net income from fi nancial operations  100 97 101 106 111

 Dividend income  1 3 2 21 0

 Fees and commissions receivable  55 53 53 53 55

 Fees and commissions payable  -12 -14 -12 -11 -12

 Net income from transactions in securities  and foreign exchange dealing 11 -2 -1 4 7

 Other operating income  11 16 4 5 9

 Administrative expenses  -77 -73 -92 -86 -97

 Depreciation and write-down of tangible and intangible assets  -13 -7 -6 -7 -12

 Other operating expenses  -18 -14 -11 -11 -17

 Provisions for bad and doubtful debts  4 0 -1 -2 -5

 Write-offs in respect to debt securities held as fi nancial fi xed assets  - - - - -

 Income from companies accounted for by the equity method  0 1 1 1 0

 Operating profi t  61 60 38 74 40

Sampo plc Board of Directors’ report

CONTINUES
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LIFE INSURANCE

 Premiums written  186 115 81 131 181

 Investment income and charges, revaluations and revaluation adjustments 84 101 151 51 81

 Claims paid  -124 -76 -85 -106 -90

 Change in technical provisions before customer bonuses

 and change in equalisation provision  -91 -85 -70 -38 -112

 Net operating expenses  -11 -9 -11 -11 -13

 Technical result before customer bonuses and change

 in equalisation provision  44 45 66 26 47

 Other income and charges  0 0 0 0 0

 Share of associated  undertakings’ profi t  0 0 0 0 0

 Operating profi t  44 46 66 27 47

 Change in equalisation provision  0 0 0 0 10

 Bonuses and rebates  20 4 -15 3 -24

 Life insurance profi t before extraordinary items  65 50 51 30 33

HOLDING COMPANY

 Interest receivable  1 0 1 1 3

 Interest payable  -2 -3 -3 -3 -5

 Net income from fi nancial operations  -1 -3 -2 -3 -2

 Dividend income  2 2 5 1 0

 Fees and commissions receivable  0 0 0 0 0

 Fees and commissions payable  0 0 0 0 0

Net income from transactions in securities and foreign exchange dealing  -1 5 12 -13 13

 Other operating income  8 15 7 7 1

 Administrative expenses  -10 -4 -5 -6 0

 Depreciation and write-down of tangible and intangible assets  0 -5 -5 -5 -9

 Other operating expenses  -5 -3 -3 -6 -6

 Provisions for bad and doubtful debts  0 - - - -

 Write-offs in respect to debt securities held as fi nancial fi xed assets  0 0 - - -

 Income from companies accounted for by the equity method  1 1 -1 0 1

Operating profi t  -6 9 8 -24 -3

Result of P&C business  16 23 26 18 17

Elimination items  0 0 - -21 -

Extraordinary income  - - - - -

Extraordinary charges  - - - - -

Profi t before appropriations and tax  136 142 123 76 87

Tax     -36 -33 -31 -21 5

Minority interest  -1 0 -1 0 -1

Group profi t for the accounting period  99 108 91 55 91

mainly concerned the retail customer business and the
telephone bank. Employees affected by the reductions
have been able to participate in Sampo’s support pro-
grammes. The staff reductions will result in cost savings
of more than EUR 25 million, which will be realised in full
in 2004.

Banking and investment services
The Group’s most important domestic banking and invest-
ment service companies are Sampo Bank plc, Sampo
Fund Management Ltd, Mandatum Asset Management

Ltd, Mandatum Stockbrokers Ltd, Mandatum & Co Ltd,
Sampo Finance Ltd, Sampo Credit plc, Mandatum Private
Equity Funds Ltd and 3C Asset Management Ltd. The
Sampo PTE S.A pension fund company in Poland and
AS Sampo Pank in Estonia and UAB Sampo bankas in
Lithuania are also included in Sampo’s banking and invest-
ment services. The branch network also operates as a
distribution channel for a wide range of advisory services 
and long-term savings products.

CONTINUES
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      2003  2003  2003  2003  2002
EUR m    10–12 7–9 4–6 1–3 10–12
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Substantial cost reductions achieved
Operating profi t from banking and investment services
was EUR 233 million (252). The return on risk allocated 
capital (RORAC) decreased to 17.8 per cent (19.2). The
long-term return target is 20–25 per cent. The return on
net asset value (RONAV) decreased to 10.1 per cent (10.9).
The result was bolstered by Sampo Bank’s share of
Sampo Life’s additional dividend,which is eliminated from
the whole Group’s result, as well as the dividends and
sales gains received on OM HEX shares. The renewed 
growth in the loan portfolio in 2003 increased the total
volume of loans and advances to customers to EUR 13,908
million (12,490). Good results were also achieved in the
sales of long-term savings products, cards, and certain
other conventional banking products.

Net income from fi nancial operations decreased to
EUR 404 million (448), because the interest margin of
deposits was narrowed by the fall in market interest rates. 
In 2003, Sampo Bank’s average interest spread between 
funding and lending was approximately 2.6 percentage
points in 2003, which was approximately 0.7 percentage
points lower than in the previous year. In the fi nal quar-
ter, the decreasing trend in net income from fi nancial
operations came to a halt, due to growth in the volume of
lending, the relative stability of market interest rates and
a slight widening in the spreads. Sampo Bank’s Prime
interest rate was lowered three times, from 3.5 per cent to
2.5 per cent.

Fees and commissions receivable decreased slightly. Fees
and commissions receivable from asset management
increased due to growth in business and to structural 
arrangements made in the second half of 2002. Fees and
commissions receivable from banking operations
remained in total at almost the level of the comparison
period, even though fees and commissions from payment
transactions decreased, refl ecting the tight competition.
In investment banking, fees and commissions were at
a lower level than in the comparison period. The opera-
tions of the investment bank were rearranged in May by
administratively separating stock brokerage from corpo-
rate fi nance function, by reorganising units and by impro-
ving cost effi ciency. The changes implemented and the
slight upward trend in the stock market resulted in 
improved profi tability late in the year.

Dividend income increased by EUR 20 million. Net income
from transactions in securities and foreign exchange deal-
ing decreased by EUR 17 million. The fi gure for the com-
parison period included a sales profi t on debt securities
amounting to EUR 18 million, which was related to balance 
sheet restructuring measures.

Effi ciency improvements lowered costs signifi cantly. The
cost to income ratio (including the net amount of fees and
commissions receivable and payable) remained at the
previous year’s level at about 64 per cent (64).

AS Sampo Pank in Estonia produced an operating profi t of 
EUR 6 million, and UAB Sampo bankas in Lithuania
also recorded a profi t. Banking operations continued their
strong growth in the Baltic countries where the number
of customers increased during the year under review by
37 per cent. The fastest growth was achieved in Estonia, 
where AS Sampo Pank had approximately 90,000 custom-
ers at the end of the year.

Amount of loans on the increase
Sampo Group’s loan portfolio grew by 11 per cent in one
year. The downward trend in the domestic corporate loan
portfolio ceased in the autumn, and at the turn of the year 
corporate loans were up by 3 per cent compared with the
end of 2002. Following the strategy adopted, foreign assets
continued to contract at over EUR 400 million per year. 
Corporate loan spreads widened during the year under re-
view. The increase in the loan portfolio was based on strong 
demand for housing loans, as the volume of all loans to 
households grew to EUR 6,672 million (5,715). At the end
of the year, Sampo’s market share of all loans granted by
Finnish fi nancial institutions was above 14 per cent.

Housing loans, which form more than 3/4 of all loans to
households, continued to grow faster than market growth 
at above 17 per cent. Sampo’s market share of all hous-
ing loans granted by fi nancial institutions grew slightly 
and was over 14 per cent. Housing loan spreads have
decreased from last year, but the narrowing of spreads
for new loans stopped in the autumn. Sampo Card Ltd’s
Balanssi and MasterCard credits increased altogether at
71 per cent per year, rising to EUR 192 million. Total de-
posits increased in one year by approximately 2 per cent, 
rising to EUR 9,392 million. The volume of deposits in
current accounts and corporate giro accounts increased, 
while time deposits decreased. Sampo’s market share of
deposits by the public was above 13 per cent.

Bad and doubtful debts remained low 
and non-performing loans contracted
Net provisions for bad and doubtful debts had no impact
on the result, because new provisions and recoveries were 
of equal size. Provisions for bad and doubtful debts writ-
ten during the year under review totalled EUR 11 million
(7). At the end of the year, provisions pooled by customer 
group on the basis of customer credit ratings were EUR
37 million (32). The amount of non-performing loans stood 
at EUR 61 million (77) at the end of the year, while other 
non-interest-earning loans totalled EUR 1 million (2). Of
these, corporate and institutional customers accounted
for EUR 31 million and households likewise for EUR 31
million.

Mutual fund savings focused 
on balanced funds and equity funds
The mutual fund business developed favourably. In pre-
vious years, when the stock markets were in decline,
Sampo sold mainly low-risk money market funds, which
resulted in Sampo’s market share growing strongly and
tens of thousands of customers learning about safe fund

Sampo plc Board of Directors’ report
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saving. In the second half of 2003, Sampo focused on giv-
ing advisory services to the rapidly expanded customer
base. Due to the pick-up in the stock markets, investments
fl owed from money market funds to balanced funds and
equity funds, and these were also the focus of new sales.
In the future Sampo’s strong corporate image in mutual 
funds will be further strengthened, i.a. by developing new
products.

Mutual fund assets had increased by the end of the year
to EUR 5.2 billion (3.9). This fi gure includes EUR 514 mil-
lion (425) in investments by Sampo Group companies. The
number of unit holders increased by over 20 per cent to
238,489 (197,371). In the course of the year, competition 
tightened in the rapidly growing fund markets. Accord-
ing to the Finnish Association of Mutual Funds’ Report
published by OM HEX, Sampo had a 22.0 per cent (24.5)
market share in December. In the retail customer seg-
ment, the market share was 23.5 per cent (25.5). Mutual
fund savings related to retail customers’ unit-linked
insurance policies are not included in the latter market
share fi gures, because statistically they are considered
investments made by institutions.

Mainly due to the increase in funds and consultative asset
management, the total amount of assets under discre-
tionary management within Sampo Group increased to 
more than EUR 19.7 billion (17.1). This fi gure includes
mutual fund assets of EUR 5.2 billion and investments by
Sampo Group companies amounting to around EUR 4.2
billion. The other assets managed by Sampo, amounting
to EUR 10.3 billion, included EUR 6.1 billion in consultative
assets. Almost EUR 18.1 billion of the assets were held
under discretionary management agreements by Manda-
tum Asset Management. Growth was promoted particu-
larly by the favourable performance of the stock markets.
Mandatum Private Equity Funds had more than EUR 800
million under management and 3C over EUR 500 million.

The above fi gures do not contain the Polish pension fund
management company, Sampo PTE, which had approxi-
mately EUR 292 million of assets under management at
the end of the year. Assets grew approximately 50 per cent
in Polish zloties. The number of fund members, which
has rapidly increased since the spring, totalled 526,435 in
December.

Sampo Bank’s credit rating rose
In July 2003, Moody’s Investors Service upgraded Sampo
Bank’s long-term funding from A2 to A1 and raised the
Bank’s fi nancial strength rating from C+ to B-. At the
same time, Moody’s confi rmed Sampo Bank’s short-term 
funding at Prime-1. The ratings given to Sampo Bank by
Standard & Poor’s did not change in 2003, but in January
2004 Standard & Poor’s revised its credit rating outlook
from negative to stable.

Capital adequacy
Because its operations are weighted more towards bank-
ing and fi nance than insurance, the capital adequacy of

Sampo Group is calculated according to the provisions 
of the Act on Credit Institutions. The Group’s capital ad-
equacy ratio was 12.4 per cent (17.3). The Tier 1 capital
ratio was 13.5 per cent (18.7). The Tier 1 capital ratio is
higher because the parent company’s holdings in insur-
ance companies, which are deducted from the total capi-
tal, are higher than Tier 2 assets. The decline in capital 
adequacy derives largely from the proposed dividend of
EUR 831 million, which has been deducted from the Tier
1 capital. The consolidated group comprises Sampo Bank
Group, Sampo Credit plc, AS Sampo Pank, UAB Sampo
bankas, Sampo PTE, Sampo Fund Management Ltd, Man-
datum Asset Management Ltd, Mandatum Private Equity
Funds Ltd, Mandatum Stockbrokers Ltd, Mandatum & Co
Ltd, 3C Asset Management Ltd and the parent company
Sampo plc.

Life insurance
The core of the Group’s life insurance business is Sampo
Life, operating in Finland. The business area also includes
life insurance companies located in the three Baltic states 
and Sampo T.U. Zycie in Poland.

Sales of Sampo Life’s insurance products went well
in the year under review, although uncertainty about com-
ing legislation concerning individual pension insurance
policies and the transition provisions that may be linked to 
it weakened December’s new sales fi gures. It is believed 
that the situation will become clear by summer 2004. For
the same reason, an exceptionally large amount of premi-
ums were accumulated on old insurance policies.

The areas of focus in sales were the retail customer seg-
ment and especially unit-linked insurance. 21,449 new 
unit-linked policies were sold, which is 14 per cent more 
than in the corresponding period of the previous year.
Unit-linked products accounted for 85 per cent (63) of all
new sales. Moreover, in individual pension insurance in

CONTINUES
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CAPITAL ADEQUACY

EUR m 12/2003 12/2002

Tier 1 *) 1,875 2,344
Tier 2  323 266
   - deductions from capital **) -470 -441
Total capital 1,728 2,169
Risk-weighted assets 13,909 12,519
Capital adequacy
 Total capital/Risk weighted assets 12.4% 17.3%
 Tier 1/Risk weighted assets 13.5% 18.7%

The group’s capital adequacy has been calculated in accordance 

with the provisions of the Act on Credit Institutions, 9:72-81§.

*) The proposed dividends have been deducted from Tier 1.

**) On 31 March, 2003, the Financial Supervision granted Sampo

Bank an exemption, pursuant to the Act on Credit Institutions

(75, 5§), permitting the non-deduction from its capital invest-

ments in companies whose main business area is investment 

activity. The exemption remains valid until 31 December, 2006.
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particular, unit-linked policies were dominating the sales.
Sampo Life launched a new investment insurance product
linked to the Positive 2008 mutual funds and containing a
capital guarantee. This new product was sold to the value
of EUR 44 million.

The premiums written by the Group’s life insurance
companies in the year under review were EUR 528 million
(613), of which Sampo Life accounted for EUR 515 million
(602). The premiums written for unit-linked policies in-
creased by 45 per cent to EUR 221 million (152) and these
policies accounted for 42 per cent (25) of all premiums
written in direct business. The proportion of premiums ac-
cumulated from regular payment policies also increased
to 56 per cent (48), in line with the targets set.

Sampo Group’s life insurance companies operating in the
Baltic states continued to grow vigorously and their mar-
ket positions strengthened. Premiums written by these
companies nearly doubled to reach approximately EUR 8
million (4). Sampo T.U. Zycie in Poland, which sells unit-
linked policies, performed more modestly in diffi cult mar-
ket conditions, gathering premiums written amounting to
EUR 5 million (7). All four companies have operated for 
only a short time and their effect on the Group’s operating
profi t is small.

The premiums gathered by Sampo Life’s unit-linked poli-
cies grew considerably faster than average growth in the
sector and the company’s market share in unit-linked
insurance was 28.5 per cent (25.3). In the other area of 
focus, the retail customer segment excluding with-profi t
savings policies, the company’s market share grew com-
pared with the previous year, being 24.8 per cent (22.4)
at the end of 2003. The company’s overall market share
declined to 17.6 per cent (18.2).

The net investment income of Sampo Group’s life insur-
ance companies increased to EUR 387 million (193). The
return on investment assets at current values for the year
under review was 9.5 per cent. The revival of the capital
markets was strongly refl ected in the result of life insur-
ance investment activity since, due to its high solvency
ratio, the company was able to maintain a considerable 
weighting in equity investments even in diffi cult circum-
stances.

On 31 December, 2003 the market value of investment
assets (excluding unit-linked insurance investments) 
was EUR 5.5 billion (5.2), of which 59 per cent (62) was
invested in fi xed-income instruments, 35 per cent (30) in
equities and 6 per cent (6) in real estate. In accordance 
with the regulatory reporting requirements, the share
of equity investments comprises 6 percentage points of
investments in fi xed income funds. Finnish investments
accounted for 48 per cent, those elsewhere in the euro
zone for 24 per cent and other foreign investments for
28 per cent. 48 per cent of the equity investments were in 
Finland, 2 per cent elsewhere in the euro zone and 50 per
cent outside the euro zone.
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The operating profi t of life insurance more than doubled
and rose to EUR 182 million (86). The improved result was 
based on successful investment activity, but also on fa-
vourable performance with regard to operating expenses. 
Operating expenses were reduced in the year under review
by one fi fth to EUR 42 million (53). In Sampo Life, espe-
cially those expenses that were not related to sales were 
reduced signifi cantly and the operating expenses ratio im-
proved by 10 percentage points to 87 per cent. Sampo Life 
does not capitalise the sales expenses of insurance policies.

The solvency of the Group’s life insurance companies
increased to 18.0 per cent of technical provisions on own
account (12.9). The corresponding solvency ratio for Sampo
Life was 17.8 % (12.4). Sampo Life’s solvency margin was
EUR 852 million (581) or more than four times the mini-
mum requirement.

According to the accounting practice based on the prin-
ciple of fairness introduced in Sampo Life at the begin-
ning of 2002, the company’s owners’ share of valuation
differences has been standardised at 25 per cent. On 31
December, 2003, therefore, EUR 91 million (59) was al-
located to shareholders from a total of EUR 363 million
in valuation differences (234). In 2003, 3.75 – 4.95 per
cent returns were credited to insurance savings entitled 
to customer credits, depending on the type of insurance.
Technical provisions include customer bonuses amount-
ing to EUR 20.7 million (36.7) awarded for 2003, which
were fi nanced from earlier reserves. At the end of the year 
under review, the provision for future additional benefi ts
was EUR 45.1 million (72.1).

The highest guaranteed interest rate allowed for Finnish
life insurance companies was decreased to 2.5 per cent for 
all individual policies and capital redemption policies that
came into force after 1 March, 2003.

Holding company
The holding company’s main function is to own and con-
trol subsidiaries engaged in banking, investment services
and life insurance.

The holding company recorded an operating loss of EUR
14 million (277) for the year under review. The comparison
fi gure for 2002 includes a sales profi t of EUR 261 million
related to the If rearrangements.

The holding company’s balance sheet total was EUR 3.0
billion. Of this amount, holdings in banking and invest-
ment services companies accounted for EUR 1.6 billion
and holdings in insurance companies for EUR 0.5 billion.
Other investments totalled EUR 0.5 billion. At the end of
the year under review, the holding company had 82 full-
time employees (90).

Sampo’s holding in the Swedish Skandia Insurance Com-
pany Ltd (publ) exceeded 5 percent on 23 January 2003.
The Group’s holding has not changed after the fi rst quar-
ter and was 7.37 per cent at the end of year 2003.
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Sampo owns 38.05 per cent of the leading Nordic P&C
insurance company If. The company has 3.8 million clients
and approximately 24 per cent of market share in the
Nordic P&C insurance market. If is active in four business 
areas: Private, Commercial, Industrial and the Baltics.
In October 2003 the company sold its Marine and Energy
business, which did not fi t well with strategy. The sale
releases capital and diminishes volatility in profi ts.

The premiums written by Sampo’s associated company,
If, increased to SEK 38.9 billion (38.1). The company’s
combined ratio for the year under review was 100.9 per
cent (106.1) and for the fi nal quarter 99.0 per cent (104.9).
The signifi cant improvement in the combined ratio derives
from both reduced costs and a better risk ratio. The oper-
ating profi t for the year under review was SEK 2.7 billion,
whereas one year earlier it had been a loss of SEK 2.1
billion. Sampo’s share of If’s profi t for the year was EUR
84 million (-69).

Preparation for adoption of International 
Accounting Standards (IFRS)
In 2001 the EU Commission proposed a Regulation on the
adoption of the IFRS/IAS standards in the EU. According
to the Regulation, all EU listed companies must prepare
their consolidated accounts in accordance with the IFRS
standards starting no later than 1 January, 2005. The
EU Parliament and the Council of the European Union
adopted the Regulation in June 2002.

In May 2002 Sampo started a project whose purpose is to 
create the conditions for Sampo Group’s fl exible transition
to the application of the IFRS standards in its fi nancial
information when the standards enter into force at the
beginning of 2005.

The work has advanced on schedule and has included an
investigation of the effects of the changes on Sampo’s
fi nancial reporting. Concerning the Group accounts for
2005, the most signifi cant changes will be the valuation of
the available-for-sale fi nancial assets at fair value instead
of the present practice of using the lower of cost and mar-
ket value, and the valuation of all derivatives at fair value.
The standard for insurance contracts is still open and it is
estimated to enter into force in 2007.

Further information will be published about the effects 
of the changes during 2004, after the content of the key 
standards becomes more precise. Sampo Group will
present its fi rst IFRS fi nancial accounts for the fi rst quar-
ter of 2005.  

Outlook
The outlook for the global economy is brighter as growth 
has accelerated, especially in the United States. This trend
will improve the conditions for the profi table growth of 
Sampo Group’s businesses.

Due to the delayed rise of short-term interest rates,
growth in net income from fi nancial operations in bank-
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ing will probably be modest. It is expected that lending
will continue to increase and that provisions for bad and
doubtful debts will remain at a low level. Fees and com-
missions receivable are forecast to grow slightly from last
year. Growth will be the strongest in capital market de-
pendent fees. The cost effi ciency measures carried out in
2003 will be fully refl ected in results this year. The growth 
of the Group’s banks operating in the Baltic countries is
expected to continue at a fast rate.

It is forecast that mutual fund savings will be focused
more sharply on equity and balanced funds and that the
powerful growth in the assets of Sampo’s fund manage-
ment company will continue. Sampo’s strong position 
on the fund markets will be supported by new product
solutions.

Sampo Life is forecast to maintain its strong market posi-
tion, although sales of individual pension insurance in the
fi rst half of the year will be slowed down by uncertainties
concerning coming tax legislation. Due to its multi-chan-
nel distribution and wide product range, the company will
survive the changes in the environment better than many
of its competitors. The premiums written by life insur-
ance companies operating in the Baltic and Polish mar-
kets is likely to continue to grow strongly. It is expected 
that the life insurance result will remain good and that
solvency will remain high.

It is expected that the combined ratio of the associated
company, If, will stay below 100 per cent for the whole of
2004 and that the company’s result will be good.

Sampo Group’s result is expected to improve from 2003.
The streamlining of the capital structure and the cost
reductions already implemented will raise the return on 
equity.

Board’s dividend proposal
Distributable capital and reserves totalled EUR
1,495,210,292.08 in the Group and EUR 1,103,964,124.07
in the parent company. The Board proposes that a divi-
dend for the fi nancial year of EUR 1.50 per share be paid
on the company’s 554,201,215 shares. The number of 
shares comprises the 281,250 shares converted in 2003
with the warrants, which were approved by the Board on
11 February 2004. The total amount of dividends would
be EUR 831,301,822.50.

SAMPO PLC
Board of Directors
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EUR m Notes 2003 2002
Banking and investment services 

Interest receivable 1 677 825

Interest payable 1 -273 -377

Net income from fi nancial operations  404 448

Dividend income  27 7

Fees and commissions receivable  214 221

Fees and commissions payable  -50 -46

Net income from transactions in securities 

and foreign exchange dealing 2

 from transactions in securities  2 15

 from foreign exchange dealing  10 14

12 29

Other operating income 3 36 24

Administrative expenses

 Staff costs

  Wages and salaries  -156 -152

  Social security costs

   Pension costs  -25 -35

   Other  -11 -11

     -37 -46

 Other administrative expenses  -134 -153

     -327 -352

Depreciation and write-down of tangible and intangible assets 4 -33 -32

Other operating expenses 3 -54 -53

Provisions for bad and doubtful debts 5 0 1

Write-offs in respect of debt securities held as fi nancial fi xed assets 5 - 0

Income from companies accounted for by the equity method  3 4

Operating profi t before elimination items  233 252

Elimination items 24 -25 8

Operating profi t  208 260

Consolidated Profi t and Loss Account
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EUR m  Notes 2003 2002
Technical account - Life insurance business

Premiums earned 7

 Premiums written  528 613

 Reinsurers’ share  -15 -8

     513 605

Investment income 13 652 625

Revaluation on investments 13 12 4

Other technical income  - 0

Claims incurred  

 Claims paid 8 -401 -407

 Reinsurers’ share  10 5

     -392 -401

     

 Change in the provision for outstanding claims  -35 -34

 Reinsurers’ share  3 1

     -31 -33

     -423 -435

Change in premium reserve  

 Change in premium reserve  -240 -231

 Reinsurers’ share  1 0

     -240 -231

Net operating expenses 9 -42 -53

Investment charges 13 -277 -434

Revaluation adjustments on investments 13 0 -1

Other technical charges  - -

Balance on technical account  195 80

Non-technical account - Life insurance

Other income 14 2 1

Other charges 14 -2 -2

Income from companies accounted for by the equity method  0 0

Profi t before elimination items and extraordinary items  195 78

Elimination items 24 14 7

Profi t before extraordinary items  210 86

CONTINUES
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EUR m  Notes 2003 2002
Holding business

Interest receivable 15 2 14

Interest payable 15 -11 -20

Net income from fi nancial operations  -9 -6

Dividend income  10 4

Fees and commissions receivable  0 0

Fees and commissions payable  -1 0

Net income from transactions in securities and foreign exchange dealing 16

 from transactions in securities  4 -4

 from foreign exchange dealing  -1 -1

     3 -5

Other operating income 17 38 366

Administrative expenses

 Staff costs

  Wages and salaries  -9 -5

  Social security costs

   Pension costs  -2 0

   Other  -1 0

     -3 -1

 Other administrative expenses  -12 -21

     -24 -27

Depreciation and write-down of tangible and intangible assets 19 -15 -29

Other operating expenses 17 -18 -29

Provisions for bad and doubtful debts 18 - 0

Income from companies accounted for by the equity method  1 3

Operating profi t before elimination items -14 277

Elimination items 24 -10 -20

Operating profi t  -24 257

Result of P&C operations  84 -69

Operating profi t from banking and investment services   208 260

Profi t before extraordinary items from life insurance  210 86

Operating profi t from holding business   -24 257

Extraordinary items

 Extraordinary income 21 - 108

 Extraordinary charges 21 - -97

- 11

Profi t after extraordinary items  477 545

Income taxes 22 -120 -154

Other direct taxes  0 -

Minority interest  -2 -3

Profi t for the fi nancial year  354 387

Consolidated Profi t and Loss Account
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EUR m Notes 2003 2002
ASSETS

Banking and investment services assets

 Cash and balances at central banks  305 1,292

 Treasury bills and other eligible bills 25, 32, 66, 67

  Treasury bills  28 -

  Other  1,262 1,022

     1,290 1,022

 Loans and advances to credit institutions 26, 66, 67

  Repayable on demand  99 94

  Other  380 851

479 944

 Loans and advances to customers 27, 30, 66, 67 13,908 12,490

 Lease assets 31 619 535

 Debt securities 30, 32, 66, 67

  Issued by public bodies  101 168

  Other  548 1,233

     648 1,402

 Shares and participations 33, 34 20 36

 Shares and participations in associated undertakings 34, 94 21 19

 Shares and participations in Group undertakings 34, 93 2 1

 Intangible assets 35

  Group goodwill  5 7

  Other intangible assets  75 66

     80 73

 Tangible assets 34, 36

  Property and shares in property companies  12 13

  Other tangible assets  24 25

     35 39

 Other assets 37 555 427

 Prepayments and accrued income 38 276 178

 Deferred tax assets 68 27 25

 Elimination items 95 -125 -79

Total   18,140 18,405

Consolidated Balance Sheet
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Consolidated Balance Sheet

EUR m Notes 2003 2002
Life insurance business assets
 Intangible assets 39

  Intangible rights  1 2

  Goodwill  - -

  Group goodwill  - -

  Other long-term expenditures  3 3

  Prepayments  - 0

     4 5

 Investments 40

  Investments in land and buildings 41

   Land and buildings  325 344

   Loans to associated undertakings  0 0

     325 344

  Investments in Group and associated undertakings 43

   Debt securities and loans to Group undertakings  151 166

   Shares and participations in associated undertakings  3 1

     154 167

 Other fi nancial investments

  Shares and participations 42 1,649 1,434

  Debt securities  2,949 2,913

  Loans guaranteed by mortgages  - 0

  Other loans 44 0 0

  Deposits  49 71

     4,647 4,418

 Deposits with ceding undertakings  27 31

     5,154 4,961

 Investments covering unit-linked insurance 45 603 370

 Debtors

  Arising out of direct insurance operations

   Derivatives  9 -

   Policyholders  5 4

   Intermediaries  - -

  Arising out of reinsurance operations  2 4

  Other debtors  18 19

  Deferred tax assets  4 4

     38 30

 Other assets

  Tangible assets 39

   Equipment  2 3

   Other tangible assets  0 0

     2 3

  Cash at bank and in hand  5 19

     8 22

 Prepayments and accrued income

  Interest and rents  44 41

  Other  16 13

     60 55

 Elimination items 95 -199 -221

Total   5,667 5,222
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Holding business assets

 Loans and advances to credit institutions 47, 83, 84

  Repayable on demand  15 46

  Other  40 5

     51

 Loans and advances to customers 48, 50, 83, 84 4 13

 Debt securities 50, 51, 83, 84

  Issued by public bodies  - -

  Other  121 42

121 42

 Shares and participations 52, 53 214 169

 Shares and participations in associated undertakings 53 789 713

 Intangible assets 54

  Group goodwill  218 233

  Other intangible assets  30 33

     248 266

 Tangible assets 53, 55

  Property and shares in property companies  157 208

  Other tangible assets  6 9

     163 217

 Other assets 56 20 21

 Prepayments and accrued income 57 2 22

 Deferred tax assets 85 4 2

 Elimination items 95 -178 -49

Total   1,443 1,467

TOTAL ASSETS  25,250 25,094

Consolidated Balance Sheet
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Consolidated Balance Sheet

EUR m Notes 2003 2002
LIABILITIES

Capital and reserves 58

 Share capital  93 94

 Share premium account  971 969

 Reserves  370 370

 Preferred capital notes 59 10 10

 Distributable reserves  850 850

 Profi t/loss brought forward  368 181

 Profi t for the fi nancial year  354 387

     3,017 2,860

Minority interest  21 21

Banking and investment services liabilities

 Liabilities to credit institutions and central banks 66, 67

  Central banks  0 0

  Credit institutions

   Repayable on demand  29 30

   Other  352 531

     381 562

 Liabilities to customers 66, 67

  Deposits

   Repayable on demand  8,256 7,982

   Other  1,136 1,248

     9,392 9,230

  Other liabilities  1,021 1,509

     10,412 10,739

 Debt securities in issue 61, 62, 66, 67

  Bonds and notes  1,888 2,066

  Other  2,378 2,233

     4,265 4,299

 Other liabilities 63 944 676

 Accruals and deferred income 64 261 247

 Subordinated liabilities 65 350 319

 Deferred tax liabilities 68 29 29

 Elimination items 95 -372 -264

 Total  16,270 16,606

Life insurance business liabilities

 Technical provisions 75

  Provision for unearned premiums  3,355 3,355

  Reinsurers’ share  -3 -2

     3,353 3,353

  Claims outstanding  1,308 1,274

  Reinsurers’ share  -8 -5

     1,300 1,269

     4,652 4,623
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 Deposits received from reinsurers  0 0

 Creditors

  Derivatives  17 -

  Arising out of direct insurance operations  0 0

  Arising out of reinsurance operations  10 7

  Other debt securities  0 -

  Amounts owed to credit institutions  - 0

  Other creditors  118 54

  Deferred tax liabilities  4 4

     149 66

 Deferred income  63 26

 Elimination items 95 -109 -5

 Total  5,361 5,080

Holding business liabilities

 Liabilities to credit institutions and central banks 83, 84

  Credit institutions

   Other than repayable on demand  6 77

 Liabilities to customers 83, 84 105 -

 Debt securities in issue 79, 80, 83, 84

  Other than bonds and notes  313 342

 Other liabilities 81 45 58

 Accruals and deferred income 82 16 14

 Deferred tax liabilities 85 116 116

 Elimination items 95 -21 -80

 Total  580 527

TOTAL LIABILITIES  25,250 25,094

Banking and investment services off-balance sheet items

Contingent liabilities

 Guarantees and assets pledged as collateral security  1,911 1,738

 Other  0 1

1,739

Commitments

 Sale and option to resell transactions  0 0

 Other             3,466 3,084

     3,467 3,085

     5,378 4,824

Holding company off-balance sheet items

Commitments

 Other than sale and option to resell transactions  25 39

EUR m Notes 2003 2002
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EUR m Notes 2003 2002
Interest receivable 15 2 12

Interest payable 15 -11 -12

Net income from fi nancial operations  -9 0

Dividend income

 From Group undertakings  418 280

 From associated undertakings  8 6

 From other companies  10 4

     436 290

Fees and commissions receivable  0 0

Fees and commissions payable  -1 0

Net income from transactions in securities and foreign exchange dealing 16

 from transactions in securities  4 -4

 from foreign exchange dealing  -1 -1

     3 -5

Other operating income 17 39 126

Administrative expenses

 Staff costs

  Wages and salaries  -9 -5

  Social security costs

     Pension costs  -2 0

     Other  -1 0

     -3 -1

 Other administrative expenses  -12 -20

     -24 -26

Depreciation and write-down of tangible and intangible assets 19 -5 -8

Other operating expenses 17 -20 -8

Provisions for bad and doubtful debts 18 - 0

Operating profi t before extraordinary items 370

Extraordinary items  -7 -72

Profi t before appropriations and tax  413 298

Appropriations  0 0

Income tax 22 -118 -84

Profi t for the fi nancial year  295 214

Parent Company Profi t and Loss Account
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EUR m Notes 2003 2002
ASSETS
 Loans and advances to credit institutions 47, 83, 84

  Repayable on demand  15 45

  Other  40 5

     55 50

 Loans and advances to customers 48, 50, 83, 84 4 13

 Debt securities 50, 51, 83, 84

  Issued by other than public bodies  121 42

 Shares and participations 52, 53 214 170

 Shares and participations in associated undertakings 52, 94 317 317

 Shares and participations in Group undertakings 53, 93 2,087 2,026

 Intangible assets 54 31 34

 Tangible assets 53, 55

  Property and shares in property companies  156 193

  Other tangible assets  6 8

     162 201

 Other assets 56 20 21

 Prepayments and accrued income 57 2 22

 Deferred tax assets 85 4 0

TOTAL ASSETS  3,015 2,896

LIABILITIES
 Liabilities to credit institutions and central banks 83, 84

  Other than repayable on demand to credit institutions  - 70

 Liabilities to customers 83, 84

  Other than deposits  105 -

 Debt securities in issue 79, 80, 83, 84

  Other than bonds and notes  313 342

 Other liabilities 81 45 39

 Accruals and deferred income 82 16 14

     61 53

 Appropriations

  Accumulated depreciation in excess of / less than plan  1 1

  Deferred tax liabilities 85 0 -

1 1

Capital and reserves 60

 Share capital  93 94

 Undistributable reserves

  Share premium account  971 969

  Revaluation reserve  366 366

 Distributable reserves  788 788

 Profi t/loss brought forward  21 -

 Profi t for the fi nancial year  295 214

2,431
TOTAL LIABILITIES  3,015 2,896

Holding business off-balance sheet items
Commitments

 Other than sale and option to resell transactions 39

Parent Company Balance Sheet
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Risk Management

Risk Management Principles
Risk is an essential part of Sampo’s operating environ-
ment. The main objective of risk management is to ensure
that the capital base is adequate in relation to the risks 
generated by business activities. The Board of Directors
of Sampo plc is responsible for ensuring that the Group’s 
risks are properly managed and controlled. The Board
sets the principles of risk management and provides guid-
ance on the organisation of risk management and internal
control in the business areas. The Board monitors the risk
management process and has established a Risk Control
Committee to control the Group’s risks. The major risk-
related decisions are made within the framework of the
given authorities in the Investment Committee, the Credit
Committee and the Asset and Liability Committee (ALCO).
The Group’s overall risk exposures are reported to the
Board on a monthly basis.

Business risks
Sampo Group provides a wide range of fi nancial services 
for its customers and each company in the Group has its
own separate business role defi ned by strategy. The clear
division of responsibilities leads to minimal overlaps in 
risk-taking. Sampo Group’s policy is to generate results
mainly from customer business and thus the role of risk-
taking unrelated to that is kept negligible. A suffi cient re-
turn on allocated capital is the basis for pricing products
and services.

The major risks associated with Sampo Group’s business
companies are credit risks, the interest rate and liquidity
risks of non-trading positions, the market risks of invest-
ment portfolios, insurance risks and the operational risks
inherent in every kind of activity. Market risks in trading
activities are minimal. The parent company, Sampo plc,
acts as the holding company. 

Sampo Group regularly evaluates the risks of its business 
areas and the suffi ciency of the companies’ capitalisation
in relation to their risks. These evaluations are made at
the individual company level and at the Group level.

Economic capital
The overall risk situation in Sampo Group is aggregated
through economic capital. Economic capital is an internal
tool of Sampo which describes the capital required in
the Group in order to bear different kinds of risks. 
As a company in the fi nancial services sector, Sampo’s
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capital adequacy is also monitored by the supervisory
authorities which in Finland are the Financial Supervision
Authority and the Insurance Supervision Authority. 
The capital adequacy and solvency margins are presented
in the key fi gures.

Economic capital is defi ned by risk categories and it is
formed mainly from market, credit and ownership risks.
In addition, economic capital is also affected by operation-
al risks and business risks. Market, credit and operational
risks are described in more detail hereinafter.

Ownership risks are risks which are formed from the 
Group’s ownership in the P&C insurance company If and
in small subsidiary and associated company holdings
whose risks have not been separately analysed. Business
risks, on the other hand, refl ect unexpected changes in
the business environment.

Economic capital refl ects not only the amount of the dif-
ferent kinds of risks, but also slightly their mutual diversi-
fi cation effect. Not all risks in the Group’s business areas 
will necessarily materialise at the same time. For exam-
ple, possible legislative changes in the fi eld of long-term
savings will affect the Group’s businesses and subsidiar-
ies in very different ways. The magnitude of diversifi cation
effects at the Group level is about 20 per cent.

The economic capital required by market and credit risks
is calculated by means of the Group’s Value at Risk meth-
od. The method uses Basle 2 Standard Approach as the
capital requirement for operational risks. Business risks

are measured by business area in terms of the volatility of
the operating profi t.

The economic capital was introduced in 2003. The eco-
nomic capital tied up in the Group’s operations increased
during the year by about EUR 260 million (14 per cent).
At the same time the minimum capital adequacy require-
ments increased by about EUR 140 million (10 per cent).
The capital allocated to credit institution operations
increased by about EUR 100 million. The capital allocated 
to life insurance operations increased a little less. The
capital allocated to the parent company increased mainly
due to the increase in value of the If holding and the effect
of the Skandia investment. The announced acquisition
of majority holding in If will increase the ownership risk.
Analysed by risk category, the increase was focused on
market risks and the capital allocated to credit risks.

Management of Credit Risks
Credit risks refer to variations in results caused by
customers or counterparties failing to meet their com-
mitments. Credit risks include counterparty, country and
settlement risks.

The Group’s guidelines lay down uniform principles for 
credit risk taking, with the aim of ensuring good quality in
the credit process. Sampo’s Board of Directors annually
approves the credit risk policy which sets the parameters
for risk appetite (expressed by economic capital) and allo-
cation of credit risks. The targeted economic capital is set
at a level below actual capital in the balance sheet. Lend-
ing is focused on customers operating in Finland. Limits
are set for risk concentrations, measured by the ratio 
of a customer group’s nominal exposures to the Bank’s
total capital as well as by the ratio of a customer group’s
economic capital, calculated by a credit risk model, to the
total economic capital. The risk concentration parameters 
are at a clearly lower level than offi cial norms.

The Group’s Credit Committee is authorised to make all
credit decisions. The authority is further delegated to sep-
arate sub-committees responsible for corporate and retail 



54 Sampo Annual Report 2003

Risk Management

customers, and to authorised credit offi cers in customer 
business units. The nominal amount of the authorisation
varies according to the creditworthiness of customers
and the quality and type of collateral. All credit requests 
are prepared in the customer business units. Credit deci-
sions are primarily based on the creditworthiness of the
respective customers. To reduce uncertainty related to its
estimation, collateral or covenants are required.

The Group’s Rating Committee, which is independent
of the credit decision process, decides on all signifi cant
ratings. The use of the credit decision-making authority
is controlled by the limits set for countries, customers,
customer groups and products and by reporting require-
ments.

Assessing and monitoring the credit risks
of corporate customers
The credit risk management system for corporate 
customers has the following elements. Each signifi cant 
customer has a customer account offi cer who is familiar
with the customer’s business and monitors its develop-
ment. In addition, the customers with the biggest credit
risks or largest exposures are analysed continually by
a credit analyst, who is independent of the customer
business units.

The Group has an internal 12-stage creditworthiness rat-
ing scale, which covers more than 97 per cent of loans and
other exposures to corporate and institutional customers 
in domestic banking and about 93 per cent of the cor-
responding loans and exposures in Sampo Group. The in-
ternal rating system has existed in its current form since 
1997 and the defaults detected in the bank’s customer
portfolio during the years 1997-2003 clearly support the
default probabilities given to the rating categories. These
refer to the possibility of future counterparty defaults, i.e.
that a customer whose interest and loan instalments are
unpaid for over 90 days, for example, will be forced into
corporate or debt restructuring or bankruptcy. 

Credit risk monitoring is based on the continuous
monitoring of both the macro-economy and individual
customer business sectors, and customer creditworthi-
ness, collateral values and covenants. The credit risks of
the customer business units are reviewed systematically
at least once a year, monitoring the appropriateness of
credit decisions, categorising the customers and collat-
eral, and implementing action plans created to reduce the
risks of customers in the lowest rating categories. Coun-
try, customer and product limits are monitored daily. The
achievement of credit policy targets is followed monthly.

In addition, the ratings of listed customers are monitored 
by Moody’s KMV® model which estimates Expected De-
fault Frequencies (EDF) by combining stock market and
fi nancial statements information.

The profi tability and target-setting of the operations of
customer-responsible units and the pricing of the credit 

risk of the customer relationship is estimated using the
return on risk-adjusted capital (RORAC) calculation.

Assessing and monitoring the credit risks
of retail customers 
The creditworthiness of retail customers is assessed
by comparing the customer’s income, or that of his or
her family, with living expenses and debt repayment
obligations. Uncertainties related to the estimation of
creditworthiness are covered by collateral which, in the
case of long-term loans, is usually a dwelling. In the
case of smaller unsecured loans, the creditworthiness of
personal customers is assessed by credit scoring, which
estimates the customer’s ability to repay the loan. The in-
cidence of delayed loan repayments and the development
of non-performing loans are monitored and reported on
continuously.

Collateral rating
All collateral is valued at the time it is pledged and regu-
larly thereafter. The collateral value is divided into four
quality categories on the basis of the volatility and liquid-
ity. Only the share of the value of the collateral in the best
quality categories is taken into account in calculating the
customer’s collateral defi cit.

Measurement of credit risks
Sampo Bank has utilised a credit portfolio model since
1999 to quantify its credit risks. The model estimates
expected credit losses and economic capital for credit risk
based on a large number of scenarios concerning the evo-
lution of counterparty ratings and defaults. The estimate 
for risk capital is over a three year horizon and based on
a confi dence level of 99.9 per cent. The counterparty level 
inputs to the model are the default and transition prob-
abilities implied by Sampo ratings and the estimated loss 
given default. The latter is a function of the counterparty’s
exposure and collateral position, and its estimated other
recoverables. The loss given default estimate has been
designed to take into account the expected depression in
collateral values during recessions.

Credit risks in 2003 
The fi gures in the tables describe the outstanding expo-
sures of customers of Sampo Group, excluding the life
insurance business outside Finland. The internal receiva-
bles of Sampo Group companies have been eliminated
from the fi gures. Exposures are primarily categorised
according to customers or counterparties. However, in
cases where the credit decision was based on the credit-
worthiness of a guarantor, they are categorised according
to the guarantor. Geographical reporting is based on the
country of registration of the customer or guarantor. The
reporting of credit risks covers all agreements and deriva-
tive contracts, both on and off-balance sheet, with which
they are associated. 

Sampo Group’s outstanding exposures to customers 
increased by about EUR 1 billion or 4 per cent during the
year, and stood at EUR 25 billion at the end of the year. 
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Exposures to retail customers and the public sector in-
creased by 17 per cent and 11 per cent respectively, while
exposures to the fi nancial sector decreased by 6 per cent,
exposures to the corporate sector remained at their previ-
ous level and exposures to institutional customers grew
by 14 per cent.

In terms of geographical area, 94 per cent of all credit
risks were in EU countries. The amount of exposures in
Finland grew by 11 per cent while at the same time the
exposures to EMU and EU countries were slightly reduced.
Exposures to Asian countries decreased by over one fi fth.
The EUR 609 million in exposures to Eastern Europe
had grown by 61 per cent, with Estonia accounting for
EUR 221 million, Lithuania for EUR 168 million, Poland
for EUR 17 million and Russia for EUR 9 million. Expo-
sures to Middle East countries were reduced by 46 per
cent to EUR 11 million.

Exposures to corporate customers increased in banking
in the fi nal quarter. Analysed by industry, the greatest
relative increases were about one fi fth in the energy and
construction sectors, about 10 per cent in the real estate
sector and 4 per cent in the trading sector. The greatest
reductions in exposures were 31 per cent in fi nancial
institutions, 10 per cent in other industry and 7 per cent in
the forest industry. About 69 per cent of the banking busi-
ness exposures to corporate customers are secured by
category I-IV collateral.

According to Moody’s KMV® model the median expected
default frequency estimate for Finnish public companies
has remained at a substantially stronger level than the
corresponding estimates for US and Western European 
companies. Based on the above-mentioned model, the
credit rating of listed companies has improved substan-
tially since spring 2003.

Measured by Sampo’s credit risk model, the credit risk
of corporate and institutional customers of banking in-
creased during the year. The average LGD-weighted prob-
ability of default (PD) in corporate exposures at the end
of the year was at a level of about one per cent, having in-
creased by nearly 10 basis points. The expected credit loss 
of corporate exposures remained at the 0.4 per cent level 
of the beginning of the year and the economic capital grew
from 5.1 per cent to 5.5 per cent, which is still substantial-
ly below the minimum capital adequacy level prescribed 
by the authorities (8 per cent). Total economic capital
increased by 20 per cent from the level of the beginning
of the year, due to growth in the volume of exposures and
a slight average weakening in ratings. Analysed by rating
categories, the relative share of exposures belonging to at 
least the L2-(BBB-) category declined from 78 per cent to
76 per cent. The total exposures included in the two low-
est categories (L4,L4-) increased by EUR 77 million from
the level of the beginning of the year. At the end of the
year, these exposures totalled EUR 211 million and were
secured by I-IV category collateral amounting to EUR 156

million. Non-performing loans fell by about one third from
the level of the beginning of the year.

77 per cent of the retail loan portfolio and most of the new 
lending was used to fi nance the purchase of dwellings.
78 per cent of lending and 85 per cent of its growth was in 
areas of net in-migration of population. 2 per cent of lend-
ing was in areas with signifi cant net out-migration. About
93 per cent of lending to retail customers was secured by 
category I-IV collateral, which are mainly dwellings and
government guarantees. 7 per cent of the total was unse-
cured credits.

Exposures to customers in default and provisions
for bad and doubtful debts
Exposures to customers in default (due to bankruptcy,
corporate or debt restructuring, failure to pay, non-inter-
est earning loans, booked provisions for bad and doubtful
debts) stood as follows:

EUR m 2003 2002

 Corporate and institutional  customers 68 100

 Retail customers  53   64
 Total 121  164

The above exposures totalling EUR 121 million are se-
cured with category I-IV collateral totalling about EUR 75
million. Additionally, the Group has made specifi c provi-
sions pooled by customer group, totalling EUR 37 million.
These provisions have not been deducted from the above 
fi gures.

Total exposures to corporate and institutional customers
in default decreased by EUR 32 million, including non-
performing loans of EUR 29 million. The latter decreased
by EUR 9 million during the year. The decrease in non-
performing loans was mainly due to the customer or
guarantor making the payments that were in default.

Total exposures to retail customers in default, as shown in
the above table, decreased by EUR 11 million and include
non-performing loans of EUR 33 million. Non-performing 
loans decreased by EUR 8 million.

Due to recoveries, provisions for bad and doubtful debts
were reduced by just under half a million euros, standing 
at almost the same level as in the previous year. Net pro-
visions for corporate customers’ bad and doubtful debts
were reduced by EUR 3 million compared with an increase
of EUR 2 million in the previous year. New provisions to-
talled EUR 21 million. Net provisions for retail customers’
bad and doubtful debts were increased by EUR 2 million
compared with a reduction of EUR 3 million in the previ-
ous year. New provisions totalled just under EUR 4 million.
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     2003 2003 2002 2002
     EUR m % EUR m %

Exposures by customer sector *)  

 Corporate customers 8,772 35 8,785 37

 Financial institutions 5,502 22 5,827 24

 Public sector customers 3,547 14 3,198 13

 Other institutions 245 1 215 0.9

Total   18,066 73 18,024 75

Retail customers 6,836 27 5,854 25

Total   24,902 100 23,878 100

Exposures by geographical area    

 Finland 18,668 75 16,847 71

 Other EMU countries 2,369 10 2,773 12

 Other EU countries 2,278 9 2,399 10

 US, CA, JP, AU, NZ, Other Western Europe 778 3 1,263 5

 Asia (excl. Japan) 120 0 153 1

 Middle East 11 0 20 0

 Eastern Europe 609 2 378 2

 Other  69 0 45 0

Total   24,902 100 23,878 100

Corporate exposure by industry

 Forest industry 573 7 620 7

 Metal industry 1,020 12 1,040 12

 Other manufacturing 1,320 15 1,472 17

 Wholesale and retail distribution 896 10 860 10

 Construction 443 5 369 4

 Property 1,549 18 1,410 16

 Energy  745 8 618 7

 IT and telecom 458 5 460 5

 Financial institutions 335 4 483 5

 Other  1,432 16 1,452 17

Total   8,772 100 8,785 100

*) the segmentation has been adjusted and the fi gures for 2002 have been made comparable. 



57Sampo Annual Report 2003

Risk Management

Sampo  S&P  2003 2003 2002 2002
ratings  equivalent  EUR m % EUR m %

L1+   AAA  1,410 8 1,173 7

L1     AA+, AA  3,245 18 3,332 18

L1-    AA-  862 5 1,454 8

L2+   A+, AA  2,152 12 2,463 14

L2     A-, BBB+  3,299 18 3,274 18

L2-    BBB, BBB-  2,637 15 2,361 13

L3+   BB+  1,046 6 700 4

L3     BB  1,049 6 871 5

L3-    BB-, B+  554 3 430 2

L4+   B, B-  347 2 316 2

L4     CCC+, CCC-  204 1 128 1

L4-    CC  7 0 6 0

Default  D  68 0 100 1

Uncategorised N.a.  1,185 7 1,415 8

Total  Total 18,066 100 18,024 100

EXPOSURES IN CATEGORIES
L4 AND L4- BY SIZE  

No.of No.of
  EUR m customers EUR m customers
Size of exposure 2003 2003 2002 2002

Less than 0.1 EUR m 13 1,071 13 1,275
0.1 - 0.5 EUR m 16 72 17 85
0.5 -3 EUR m 29 31 36 30
3 - 10 EUR m 33 7 27 5
Over 10 EUR m 120 5 41 2
Total 211 1,186 134 1 397

EXPOSURES IN CATEGORIES
L4 JA L4- BY INDUSTRY 

EUR m % EUR m %
  2003 2003 2002 2002

Manufacturing 62 30 38 28
Wholesale and
retail distribution 46 22 12 9
Construction and property 61 29 20 15
Other companies 36 17 42 31
Other customers 7 3 22 16
Total 211 100 134 100

EXPOSURES OF CUSTOMERS 
IN DEFAULT BY INDUSTRY

EUR m % EUR m %
  2003 2003 2002 2002

Manufacturing 16 24 26 26
Wholesale and
retail distribution 6 9 8 8
Construction and property. 8 11 13 13
Other companies 37 55 48 49
Other customers 1 1 4 4
Total 68 100 100 100

NON-PERFORMING AND
NON-INTEREST EARNING LOANS

EUR m EUR m
    2003 2002

Domestic retail   30 39
Foreign retail   2 2
Total retail customers   33 41

Domestic corporate and institutional  17 22
Foreign corporate and institutional  12 16
Total corporate and institutional  29 38
Total   62 79

PROVISIONS FOR BAD AND DOUBTFUL DEBT

EUR m EUR m
    2003 2002

Domestic retail   1 -4
Foreign retail   1 1
Total retail customers   2 -3

Domestic corporate and institutional  -8 -2
Foreign corporate and institutional  5 4
Total corporate and institutional  -3 2
Total   0 -1
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Management of Market Risks
Market risks arise from earnings volatility caused by 
changes in market values. Movements in risk factors such
as interest rates, exchange rates, equity prices and their
respective volatilities or the creditworthiness of invest-
ment targets affect market values.

The Group’s Asset and Liability Committee (ALCO) sets
limits, control parameters and risk taking authorisations
for market risks in banking activities and formulates 
the main risk-taking policies for the Boards of operating
companies.

Sampo Bank’s Trading unit operates within limits and
authorisations which are monitored daily by an independ-
ent risk control function. ALCO guides the risk-taking of
trading through limit setting.

Asset & Liability Management manages the bank’s struc-
tural interest rate risks and other asset and liability risks.
ALCO monitors the market and liquidity risks of non-trad-
ing activities – the so-called banking book – on a monthly
basis. With respect to market risks, the main focus is on
the effects of interest rate movements on the economic 
value of the banking book and on the annual net interest 
income of banking book. In liquidity risk monitoring, the

main focus is on the so called funding gap – the difference 
between customer-related assets and liabilities, the ma-
turing of assets and liabilities over time, new issues and
the ratio of liquid assets to different types of illiquid liabili-
ties. The fundamental market risk of credit institutions,
taking all operations into account, is interest rate risk.

Market risks arising from trading activities
Market risks in trading arise from foreign exchange activ-
ity with customers and risk and liquidity management
services related to customer business. A further source of 
risk is small-scale proprietary trading which supports the
Bank’s ability to serve customers. Very little liquidity risk
arises from trading.

Market risks in trading are measured and limited by us-
ing a technique called Value-at-Risk (VaR). VaR fi gures
are calculated, with a confi dence level of 99 per cent, for
overnight risk. The volatility and correlation parameters
required by the model are calculated daily on the basis of
60-banking day historical market observations. Risks are
also monitored and limited by means of stress testing and
exposure limits, thus ensuring that agreed levels of risk
are also not exceeded in exceptional market conditions.
At the end of the year the interest rate sensitivity of trad-
ing activities for a 100 bps rate rise was EUR -1.6 million.

MARKET RISKS IN TRADING OF SAMPO GROUP’S BANKING OPERATIONS FOR 2001–2003 
(1% daily VaR fi gures), EUR thousands

     Average Average Average Maximum Maximum Maximum Minimum Minimum Minimum
1,000 euros 2003 2002 2001 2003 2002 2001 2003 2002 2001

Interest rate risk 826 433 415 2,359 804 668 173 218 219

Currency risk 36 58 98 660 496 540 7 8 27

Equity risk 29 11 7 106 76 43 0 0 0

Portfolio effect -65 -59 -99 -351 -285 -397 -7 -7 -14

Market risk 826 444 420 2,333 847 937 176 217 222

The banking book and asset 
and liability activities
In Sampo Group the credit institutions are Sampo Bank
Group, Sampo Credit plc and the subsidiary banks in Es-
tonia and Lithuania, which were transferred after the turn
of the year to the ownership of Sampo Bank. As Sampo
Credit’s operations have only residual market risk and the
balance sheet is continually diminishing, the interest rate
and liquidity risk related to the banking book is concen-
trated mainly in Sampo Bank’s euro-denominated balance
sheet. The interest rate risks of foreign currency-denomi-
nated balance sheets are minor. Thus, the foreign curren-
cy-denominated net income from fi nancial operations is
based mainly on credit margins. Foreign subsidiary banks
use the local markets, multinational development banks
and Sampo Bank in their market-based funding.
At the Group level, Sampo Bank is the main debt issuer.

Retail market demand deposits and loans for customers 
comprise the core of the Sampo Bank’s euro-denominated
banking book. The banking book also includes wholesale
funding items, investments in money market and fi xed 

income instruments and hedging derivatives. All of these
items are used to modify the liquidity and the interest rate
risk exposures of the banking book and capital adequacy
in general.

Market risks of the banking book
The main market risk of the euro-denominated banking
book is the interest rate risk. This is realised, when rates 
are falling, as a deterioration of the net interest income.
Also, the value of the banking book is decreasing.

In Finland, banks loans to customers are mostly linked to 
Euribor rates, contrary to the majority of retail demand
deposits, the interest rates of which are determined by
the banks themselves based on general interest levels
and the competitive situation. When low rates prevail,
the interests paid on deposits are slower to adapt to de-
creases in market rates than interests received on loans.
This results in a slimming in interest margins and thus
decreased profi tability for customer business. The main
risk is thus a situation in which Euribor rates remain at
a low level for a long time.
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A key task for Asset and Liability management is to main-
tain a hedge, that compensates a possible contraction in
net income from customer operations.

In 2003, the hedging contracts made in previous years,
when interest rates were higher, supported net interest
income from fi nancial operations as rates decreased.
During the year the interest rate exposure of the euro-de-
nominated banking book was kept small. On 31 December, 

a hypothetical 1 percentage point interest rate rise would
have improved the value of Sampo Bank’s euro-
denominated non-trading position by EUR 33.8 million.
The adjacent table shows the effect such a rise would
have had on the combined non-trading position of Sampo
Bank and Sampo Credit.

Liquidity risks in the banking book
Liquidity risks can be defi ned as earnings volatility caused 
by changes in funding costs, or as problems in the avail-
ability of funding. Liquidity risks arise in situations of
general credit market turmoil or a lack of confi dence in
individual borrowers. 

The great majority of Sampo Bank’s funding comes from
liabilities to customers. This includes including demand
deposits of private persons and companies and other
term deposits. The balance of these customer-related
liabilities was extremely stable in 2003. Sampo Bank’s
liquidity structure on 31 December 2003 was as shown in
the adjacent table.

SAMPO BANK’S LIABILITIES 
       2003  2003 2002

Liabilities to credit institutions and central banks  318 1.88% 554

Liabilities to customers  10,088 59.83% 10,467

  deposits  9,073 53.81% 8,973

  other   1,015 6.02% 1,495

Debt securities in issue  4,099 24.31% 4,183

  bonds and notes  1,821 10.80% 2,015

  other   2,278 13.51% 2,168

Other liabilities  866 5.13% 652

Accruals and deferred income  273 1.62% 219

Untaxed reserves  47 0.28% 43

Subordinated debt  334 1.98% 304

Capital and reserves  837 4.96% 851

Total    16,863  17,273

LIQUIDITY RISK OF SAMPO BANK

Liquidity position of Sampo Bank 31 Dec.             2003 2002
EUR m     0–1 m  1–12 m 1–2 y  2–5 y >5 y Total Total

Assets denominated in euro  3,997 2,307 1,312 3,033 4,786 15,435 15,364

Liabilities denominated in euro  3,423 3,595 1,792 3,071 3,318 15,199 15,266

Net of euro-denominated items  574 -1,288 -480 -39 1,468 236 98

Assets denominated in other currencies 738 478 33 119 40 1,408 1,904

Liabilities denominated in other currencies 883 177 55 347 220 1,682 2,089

Net of items denominated in other currencies -146 302 -22 -228 -179 -274 -184

Liquidity position  428 -986 -502 -267 1 289 -38 -86

Trading items are reported at the shortest maturity and market value. Account assets are reported at different maturities. The calcu-

lations only include balance sheet items. For example, undrawn loans or overdraft facilities are not included. Due to changes in ex-

change rates, assets and liabilities in different currencies do not balance, because the table does not include derivative instruments.

   Sampo Sampo 
Currency  Bank Credit Total

EUR  32.8 -5.2 27.6
USD  1.8 -0.5 1.3
GBP  -0.3 -0.1 -0.3
JPY  -0.1 0.0 -0.1
SEK  -0.3 -0.0 -0.3
CHF  -0.1 -0.0 -0.1
Other  0.0 -0.0 -0.0
Total  33.8 -5.8 28,0

Sampo Bank’s loans and advances to customers totalled
about EUR 12.1 billion at the turn of the year. As EUR 790
million of this was temporary fi nance at the turn of the
year, so other loans and advances totalled EUR 11.3 bil-
lion. When the corresponding customer-related assets of

Sampo Credit and Sampo Bank’s subsidiary Sampo
Finance are added, there is a total of EUR 13.2 billion
funding need to be covered by Sampo Bank. The funding
gap between assets and liabilities to customers was
thus about EUR 3.1 billion at the end of 2003.
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In autumn 2003 Sampo Bank issued bonds under the
European Medium Term Note (EMTN) programme with
a total book value of over EUR 350 million. The reason
was growth in the funding gap and the need for wholesale
funding for future years. After a break of several years,
Sampo Bank also began to issue on the ECP markets,
due to investor demand and the desire to diversify the
sources of funding.

Investment risks of the Insurance Business
The investment operations of Sampo Life aim at achieving 
the highest possible returns at acceptable levels of risk,
to ensure that Sampo Life will, under all circumstances,
exceed the required solvency ratio and have suffi cient and
structurally suitable investment assets to cover the com-
pany’s technical provisions. The biggest risks threatening
investment performance are decreases in the value of the
investment, and returns that are lower than that required
by technical provisions. The intention is to limit these
risks by diversifying the investment portfolio as far as
possible by instrument, sector and country. Currency risks
are managed by keeping assets and liabilities suffi ciently
balanced across currencies or by using derivatives. If nec-
essary, derivatives are also used to hedge the investment 
portfolio against value decreases. The adjacent graphs
show the allocations of Sampo Life’s portfolio.

Sampo Life’s Board of Directors annually approves the
company’s investment policy which defi nes the target
allocation of the investment portfolio, the limits by instru-
ment, the organisation of investment activities and the
authorities to make and execute decisions. In allocating
assets, the structure of the company’s technical provi-
sions and risk bearing capacity are taken into account.
The structure and maturity of technical provisions as well

as the surrender risk is considered in planning invest-
ments, although there is no actual matching of technical
provisions and investments. The investment risks are
monitored by sensitivity analysis. In this case, standard
deviations by types of asset, approved by Sampo Life’s
Board of Directors, are used in calculating the long-term
risk of value changes in the investment portfolio. In cal-
culating the overall risk, it is assumed that all markets
calculate their standard deviations at the same time.

The investment policy also includes guidelines on the use
of derivatives. The maximum possible risk when using
derivatives is monitored every month using the Value-
at-Risk technique.

Sampo Life’s Board of Directors appoints an Investment
Committee which is responsible for the organisation of
investment activities. The Investment Committee ensures
compliance with the principles specifi ed in the investment
policy and reports to the Board on investment activities.
The Investment Committee meets every second week.

Sampo Life’s Board of Directors annually approves the
risk management plan concerning the risks of the entire 
insurance company.

Investment operations achieved a return of 9.5 per cent
in 2003. The year was particularly good in terms of equity 
investments. On the fi xed income side there was an ex-
pectation of rising interest rates and therefore short-term
interest-bearing instruments were heavily favoured. The
distribution, current values and valuation differences of 
the investments of life insurance operations are presented
in the notes to the accounts. The largest shareholdings
are listed in note 42.

1

2

3

4
5

6 7

1 Money Market 29%
2 Bonds 35%
3 Equities 21%
4 Raw Material Indices 1%
5 Real Estate 6%
6 Privat Equity 5%
7 Hedge Funds 3%

Investment 
Allocation
5,444 EUR m, 31.12.2003

Fixed Income Portfolio
3,554 EUR m,
31.12.2003

1

2

3

4 5 6

1 Money Market 40%
2 Euro Governments 35%
3 Euro Investment Grade Credit 14%
4 US Govt/Agency/Credit 5%
5 US High Yield 5%55
6 Emerging Markets 1%

Equity Portfolio by Area
1,110 EUR m,
31.12.2003

1

2

3

4

5

6

1 Finland 68%
2 Europe 3%
3 North America 8%
4 Japan 4%
5 East Europe 6%
6 Far East 11%

Funds are categorised by underlying risk
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Technical risk of the insurance business
The majority of the technical risks related to Sampo’s life 
insurance business arise from Sampo Life’s insurance 
portfolio. Thus, the fi gures, risks and principles presented 
in this section refer to Sampo Life in Finland. The tech-
nical risks in Sampo’s Polish and Baltic life insurance 
companies are managed using similar principles to those
applied in Sampo Life.

TECHNICAL PROVISIONS OF SAMPO LIFE 1)
31 December 2003

EUR m   Vastuu osuus

Group pension (guaranteed rate 3.5%) 2,224 42.3%
Individual pension insurance   1,214 23.1%

Guaranteed rate 4.5%   1,150 21.9%
Guaranteed rate 3.5%   63 1.2%
Guaranteed rate 2.5%   2 0.0%

Individual life insurance   794 15.1%
Guaranteed rate 4.5%   251 4.8%
Guaranteed rate 3.5%   532 10.1%
Guaranteed rate 2.5%   12 0.2%

Capital redemption policies   216 4.1%
Guaranteed rate 4.5%   47 0.9%
Guaranteed rate 3.5%   166 3.2%
Guaranteed rate 2.5%   4 0.1%

Unit-linked insurance   593 11.3%
Individual pension insurance  147 2.8%
Individual life and capital redemption 415 7.9%
Group pension insurance   31 0.6%

Future bonus reserves   45 0.9%
Reserve for decreased discount
rate (individual policies)   114 2.2%
Assumed reinsurance   40 0.8%
Other reserves   11 0.2%
Technical provisions total   5,252 100%

TOTAL FIXED INCOME PORTFOLIO, 31 DECEMBER 2003
Market Value, EUR m

Rating   Govt Banks Corp Total %

AAA   1, 230 60 6 1,297 36%

AA    325 29 4 358 10%

A    0 1,126 159 1,284 36%

BBB   5 9 231 245 7%

BB    0 0 0 0 0%

B    4 0 189 193 5%

CCC   0 0 0 0 0%

CC    0 0 0 0 0%

C    0 0 0 0 0%

D    0 0 0 0 0%

NR    0 32 145 177 5%

Total   1, 565 1,256 734 3,554 100%

1

2

3
4

1 AAA-A 82.7%
2 BBB 6.9%
3 BB-B 5.4%
4 Not rated 5.0%

1

2

3

1 Government 44%
2 Banks 35.3%
3 Corporates 20.6%

Fixed income portfolio 
by issuer type

Fixed income portfolio 
by S&P Rating

1

2

3

4

5
6

1 Group pension 42.3%
2 Individual pensions 23.1%
3 Individual life insurance 15.1%
4 Capital redemption 4.1%
5 Unit-linked 11.3%
6 Other 4.0%

1) Before reinsurers’ share
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Interest rate risk
The average remaining maturity is over 11 years in with-
profi t group pension insurance, about 10 years in with-
profi t individual pension insurance and just under 5 years
in life insurance and capital redemption operations.
The most signifi cant risk included in technical provisions
is the interest rate risk related to the guaranteed interest 
rate. In the majority of with-profi t policies the guaranteed
interest rate used in premiums basis is 3.5 per cent.
In individual policies sold before 1 January 1999 the guar-
anteed interest rate is 4.5 per cent. With respect to these
policies, the discount rate used in discounting technical 
provisions has been decreased from 4.5 per cent by
increasing technical provisions by EUR 114 million.

The surrender risk included in technical provisions is the
most signifi cant in with-profi t insurance. In pension insur-
ance, surrender is possible only in exceptional cases, so
that the real surrender risk in Sampo Life is in life insur-
ance and capital redemption operations. This risk is re-
duced by the relatively short maturity of such agreements
and the surrender penalties in the fi rst years. 

Technical risks of insurance
The insurance business is based on risk and its manage-
ment. Risk arises from the randomness in timing and
quantity of insurance events. Insurance premiums are
defi ned prudently on the basis of claims experience.

Among the most signifi cant of the technical risks included
in life insurance policies are protection covering death,
disability and medical expenses. These risks are limited
through careful risk selection, by pricing to refl ect the 
risks and costs, by setting upper limits for the protection
granted and by reinsurance. The amount of individual risk
is limited by reinsurance. The company’s Board of Direc-
tors annually determines the maximum amount of risk
retained for its own account. Sampo Life has no catastro-
phe cover in place as of 1 January 2004, but the net loss 
of possible accidents are expected with an extremely high
degree of probability to fall below the amount of equalisa-
tion provisions.

The claims ratio of insurance cover included in life insur-
ance (the actual claims expenditure in relation to the
claims expenditure assumed in insurance premiums) was
66 per cent in 2003 (74 per cent in 2002). In terms and 
conditions of both disability and medical expenses poli-
cies, the company has right to raise insurance premiums
if the claims ratio deteriorates.

The most signifi cant of the technical risks related to
pension insurance is the increase in life expectancy.
In group pension insurance, the assumed life expectancy
was raised in 2002, as a result of which Sampo Life sup-
plemented the existing technical provisions by EUR 48
million. The raise in life expectancy also increased future
premiums. In individual pension insurance the above-
mentioned risk is smaller due to the fi xed term of the
policies and the structure of the products.

The assumed reinsurance included in technical provisions
is mostly in a run-off status. The assumed reinsurance
portfolio has mostly been profi table in recent years.

Operational risks
Operational risks are defi ned as the risks of losses at-
tributable to inadequate or defective internal processes,
systems, people or external events. Operational risks also 
include legal and reputational risks. Following the new 
capital adequacy framework the operational risk events
are classifi ed into seven classes: internal fraud, external 
fraud, defi ciencies in personnel management, defi ciencies
in practices concerning customers, products or business,
damage to physical assets, business disruption and sys-
tem failures, and defi ciencies in execution, delivery and
process management.

The business areas are responsible for organising and
monitoring the management of operational risks. These
risks are primarily controlled by making processes ef-
fi cient and clear, by maintaining personnel competence
and by regular reporting. The Group’s risk management
organisation, on the other hand, develops procedures to
manage operational risks, co-ordinates the operations of 
the units and takes responsibility for the risk reporting of 
management. Internal auditing monitors the adequacy and 
effi ciency of the Group’s internal control, while the Compli-
ance function monitors the adherence to regulations and 
guidelines and the validity of fi nancial information.

Preparations have been made for unexpected external
events by drawing up operational contingency plans,
on the basis of which key functions can be continued in
event of operational failures. The Group’s units look after
insurance security in accordance with the joint insurance
policy.

The development of procedures to manage operational
risks is ongoing, together with preparations for the new
capital adequacy framework. The Group’s business units 
have used the self-assessment method to survey those 
operational risks that are considered the most important. 
At the same time, they have also evaluated risk man-
agement controls and instructions and developed risk
indicator monitoring to depict changes in the level of risk.
The incident management of operational risks has been
started in several units. This work will be expanded in
spring 2004.

In calculations of economic capital, the capital required
by operational risks is allocated to the business units in
accordance with the Basel standard method.

Compliance with the new Capital Adequacy 
Framework (Basle 2)
The aim of the EU’s capital adequacy framework reform is
to increase the risk sensitivity of banks’ capital adequacy
calculations, and to encourage banks to develop their
internal risk management systems in line with the recom-
mendations of the Basle Committee. According to the pro-
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posal on capital adequacy, banks can select the method of
calculating capital adequacy that is the most appropriate
for the bank’s own risk management system. The reform 
aims at maintaining the capital base in the international
banking system at its present level. The new capital 
adequacy framework will affect all credit institutions and
investment fi rms in the EU. The reform will probably come
into force at the end of 2006.

The capital adequacy framework consists of three com-
plementary pillars – minimum capital requirements,
a supervisory review process and market discipline.
The reform will result in substantial changes in all of
these pillars. The linkage between them is strong. For
example, the approach that banks adopt to calculate the
minimum capital requirement for credit risk affects both
disclosure requirements and the standards for risk man-
agement processes within supervisory review.

The Basle 2 compliance project currently underway in
Sampo is responsible for Sampo Group’s full compliance
with the new framework. The biggest changes affecting
Sampo’s capital adequacy calculations are the new capital
adequacy requirement for operational risks and the pos-
sibility to use the Internal Ratings Based approach for
calculating credit risks. As mentioned above, an internal
rating system of corporate customers has been in use
in Sampo for several years. During 2003 a rating system
for retail customers was also introduced. In addition,
the main data sources and risk evaluation methods for
the new capital adequacy calculations have been under
development.

The effects of the new capital adequacy framework on
Sampo’s capital adequacy requirements will be relatively 
minor, if the present proposal is implemented. If Sampo
employs the Standard Approach in all risk areas its capital
requirement will rise by about 12 per cent. The use of
Foundation Internal Rating Based approach for credit
risks will decrease Sampo’s requirement for capital by 
about 5 per cent.
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Regulations governing preparation 
of the accounts
Sampo Group engages in banking and investment services,
life insurance business and holding company business. The
consolidated accounts of Sampo Group have been prepared
in accordance with the Decree of the Finnish Government on
the consolidated accounts of fi nancial services and insur-
ance groups.

The annual and consolidated accounts of the parent company
and the banking and investment services companies of the
Group have been drawn up in accordance with the provisions 
of Chapter 4 of the Act on Credit Institutions, the Decree of the
Ministry of Finance on the annual and consolidated accounts
of credit institutions and investment services companies, and
the regulations of the Financial Supervision Authority. 

The annual accounts of the insurance companies of the
Group have been prepared in accordance with the provisions
of Chapter 10 of the Insurance Companies Act, the Decree of
the Ministry of Social Affairs and Health on the annual and
consolidated accounts of insurance companies, and the in-
structions and regulations of the Ministry of Social Affairs and
Health and the Insurance Supervision Authority.

The provisions of the Companies Act and Accounting Act and
the Decree on Accounting are followed as is prescribed in the
Act on Credit Institutions, the Insurance Companies Act and
the Decree of the Ministry of Social Affairs and Health. In ad-
dition, the rules and recommendations concerning companies
listed on the Helsinki Exchanges have been taken into account.

Scope of consolidation
The Group accounts include the accounts of Sampo plc and
all its domestic and foreign subsidiary and associated un-
dertakings, either directly or indirectly owned.

Companies of whose equity voting rights the Group holds
more than 50 per cent, either directly or indirectly, have
been treated as subsidiary undertakings. Companies of
whose equity voting rights the Group owns 20-50 per cent
have been treated as associated undertakings.

Companies which have no material impact on the perform-
ance, fi nancial position and distributable capital and reserves
of the Group have been excluded from consolidation. Such
companies are Sampo’s subsidiary and associated undertak-
ings with a balance sheet total under EUR 10 million, as well
as the 20-50 per cent owned housing and property companies
of Sampo Life and mutual insurance companies, where the
owner of guarantee capital is entitled only to the guarantee
capital and the interest paid on it.

Subsidiaries acquired during the fi nancial year have been
consolidated as from the date of acquisition, and subsidiar-
ies sold until the date of disposal.

Details of the subsidiary undertakings included in the Group
accounts are given in note 93.

Principles of consolidation
The consolidated accounts are prepared by consolidating
the profi t and loss accounts, balance sheets and notes of the 

parent company and the subsidiary undertakings. The consoli-
dated profi t and loss account is drawn up by line of business, 
including the account of the banking and investment services,
the technical and non-technical accounts of the life insurance 
business and the account of the holding company business, as
well as extraordinary items, income taxes and minority interests 
combined for all businesses. Correspondingly, in the consoli-
dated balance sheet, the assets and liabilities of the businesses
are presented by line of business.

The accounts of the Group companies are included in the
consolidated accounts using uniform accounting policies
where possible. Differences arise in particular from the dif-
ferent valuation principles applied in banking and investment
services and holding company business on the one hand and
in the life insurance business on the other. Assets and liabili-
ties in the same line of business are valued using the same
principles.

Intra-Group transactions, assets and liabilities, gains and
losses, and distribution of profi t have been eliminated.
Inter-business transactions and assets and liabilities have
not been eliminated line by line, but are shown as a separate
item by line of business.

Based on the regulations of the Insurance Supervision Authority,
intra-Group direct insurance is not eliminated, because it is not
required for the purpose of giving a true and fair view.

Intra-Group shareholdings have been eliminated by using the
acquisition method. Accordingly, the difference between the 
acquisition cost and capital and reserves of the subsidiary
companies at the date of acquisition has been allocated to the
identifi able balance sheet items and is depreciated according
to the plan applied to those items. The unidentifi able part of
the difference has been treated as goodwill and capitalised as
an intangible asset. It will be amortised through the profi t and 
loss account over its expected useful economic life.

Those subsidiaries which are engaged in other than banking
and investment services have been dealt with by using the
equity method of accounting. Primasoft Oy, a company owned
by Sampo and TietoEnator Oy which produces IT-services,
has also treated in Sampo’s Group accounts using the  equity
method. The Financial Supervision has, by its decision of
30 January 2004, Journal no. 1/315/2004, required that
Primasoft Oy should be consolidated in full in the Group
accounts. The change in the method of consolidation has no
impact on the Group’s profi t or capital and reserves. The new
treatment will be started from 1 January 2004.

Minority interests in the profi ts for the fi nancial year and
capital and reserves of subsidiary companies are presented
as a separate item in the profi t and loss account and in the
balance sheet. 

The treatment of untaxable reserves and depreciation in excess
of, or less than, plan is described under the heading “Taxes and 
Appropriations” later in these accounting policies.

Associated undertakings
Associated undertakings are included in the Group accounts by 
using the equity method of accounting. The Group’s holding in
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associated undertaking If and income from it are included in
the consolidated accounts using fair values, according to the
Swedish accounting practice applied in If.

Details of the Group’s associated undertakings are given in
note 94.

Items denominated in 
currencies other than euro

Banking and investment 
services and holding company business
The assets, liabilities and off-balance sheet items denomi-
nated in other currencies than euro have been translated
into euro at the European Central Bank’s middle rate on the
balance sheet date. 

Assets and liabilities, which have been hedged by currency
swaps are stated at the rate of the original currency. Ex-
change rate differences arising from translating the items
in other currencies into euro and the valuation of exchange
rate contracts are included in “Net income from foreign
exchange dealing”.

Life insurance business
Receivables, investments characterised as receivables, liabili-
ties and off-balance sheet items denominated in other curren-
cies than euro have been translated into euro at the European
Central Bank’s middle rate on the balance sheet date. 

Other investments have been valued at the exchange rates on 
the date of acquisition or on the balance sheet date, whichever 
is lower, with the exception of shares characterised as invest-
ments, which have been valued without separating the chang-
es in exchange rates and market values. Exchange rate differ-
ences resulting from receivables and investments are includ-
ed in the profi t and loss account under the items “Investment
income” or “Investment charges”.

The exchange rate differences relating to underwriting busi-
ness have been derived from the differences in fi gures cal-
culated according to the fl oating and fi xed exchange rates of
the foreign reinsurance business. The differences have been
calculated from premiums and claims, including changes
in the provisions for unearned premiums and outstanding
claims, the reinsurance commissions earned and interest on 
deposit. Exchange rate differences from underwriting busi-
ness are included in “Investment income” or “Investment
charges”.

Exchange rate differences arising from investments and 
underwriting business are broken down in note 13 “Net
investment income”.

Foreign subsidiaries
The accounts of foreign subsidiaries have been translated
into euro at the European Central Bank’s middle rate on the
balance sheet date, and the exchange rate differences arising
from consolidation have been included in capital and reserves.

Valuation principles
The Group valuation principles are presented by line of busi-
ness to the extent that they differ from each other. The dif-

ferences result from different accounting regulations in the
banking and insurance business.

Banking and investment services 
and holding company business

ASSETS AND LIABILITIES

Loans and advances and liabilities are stated in the balance 
sheet at the value paid or received for them at the time of ac-
quisition, adjusted for the amortisation of premiums and dis-
counts arising on acquisition. In the profi t and loss account, the 
amortisation of premiums and discounts is accrued as interest 
receivable or interest payable over the life of the contract.

If the probable value of a loan or advance is estimated at
lower than the book value, the loan or advance has been
stated in the balance sheet at this estimated value and the
difference is included in the profi t and loss account under
the item “Provisions for bad and doubtful debts”.The items
“Other assets”, “Prepayments and accrued income”, “Other
liabilities” and “Accruals and deferred income” in the balance
sheet have been stated at their nominal value.

Derivative contracts have been treated in the balance sheet as 
shown in “Off-balance sheet items and derivative contracts”.

AGREEMENTS ON THE RESALE 
AND REPURCHASE OF SECURITIES

Securities which are sold or purchased under commitments to 
resell or repurchase them, or lent securities, are included in
the original balance sheet item irrespective of the contract.

The purchase price is treated as a loan and the selling price 
as a liability in the relevant balance sheet item with respect
to each counterparty. The difference between the resale price
and the purchase price of a purchased security is treated as
interest receivable and accrued income over the life of the
contract. Conversely, the difference between the repurchase
price and the sale price is treated as interest payable and ac-
cruals over the life of the contract.

LEASE ASSETS

Lease assets are stated in the balance sheet at cost less de-
preciation according to plan. The depreciation is stated at the
amount of capital recovered from the lease payments.

In the consolidated profi t and loss account, the lease pay-
ments less depreciation according to plan is included in “In-
terest receivable”. The additional depreciation, which is actu-
ally write-downs of lease assets, is included in “Provisions
for bad and doubtful debts”. Other income from and expenses
of lease assets are included in the item that corresponds with
their nature.

In the profi t and loss accounts of individual Group companies,
“Net income from leasing activities” includes additional de-
preciation and profi ts and losses on the disposal of lease as-
sets, fees and commissions, and other income and expenses
relating to leasing activities.

SECURITIES

Securities are classifi ed as securities held for trading pur-
poses and those held as fi nancial fi xed assets, the basis for
classifi cation being defi ned as is explained below.

Accounting Policies
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The premiums and discounts arising on the acquisition of
debt securities, if material, have been amortised or accreted
over the life of the contract and included in “Interest receiv-
able”. The cost of the security is adjusted to refl ect the amor-
tisation or accretion of the premiums and discounts.

SECURITIES HELD FOR TRADING PURPOSES

Securities held for trading purposes consist of treasury
bills and other eligible bills, other debt securities and equity
shares which are included in the trading book, and other se-
curities which are held for trading. Securities included in the
trading book have been stated at market value, and other
securities held for trading purposes at the lower of cost and 
market value.

The market value of listed securities is regarded as the last
transaction price on the balance sheet date. The market value
of unlisted debt securities is estimated as the net present val-
ue of future cash fl ows discounted at the current market rate, 
and that of equity shares as the acquisition cost or the lower 
probable market value. The unrealised profi ts and losses aris-
ing from valuation of the securities held for trading purposes
are included in “Net income from transactions in securities”.

SECURITIES HELD AS FINANCIAL FIXED ASSETS

Securities held as fi nancial fi xed assets consist of treasury
bills and other eligible bills and debt securities acquired 
with the intention of holding them until maturity. In addition,
shares and participations in companies needed in order to
acquire services ancillary to banking, and in subsidiary and
associated undertakings, are treated as securities held as
fi nancial fi xed assets.

Securities held as fi nancial fi xed assets are stated at cost less
any permanent diminution in value. The permanent diminution
in value of these securities is shown separately in the profi t 
and loss account under the heading “Write-offs in respect of 
securities held as fi nancial fi xed assets”. The item also in-
cludes the potential write-backs of these securities.

INTANGIBLE AND TANGIBLE ASSETS

INTANGIBLE ASSETS

Intangible assets are stated at cost, less amortisation ac-
cording to plan. Long-term expenditure includes capitalised
IT systems and costs of material improvements in fl ats and
rented premises.

TANGIBLE ASSETS

Properties are stated at cost, less depreciation according to
plan. The cost includes the direct expenses of purchase and
improvements in properties.

The shares and participations in property companies are 
stated at cost, less any permanent diminution in value in the
balance sheet.

Other tangible assets are stated at cost, less depreciation
according to plan.

If there have been permanent diminutions in the values of
tangible and intangible assets on the balance sheet date, the
amounts have been charged to the profi t and loss account.

The fair values of properties and property companies are es-
timated following the Group principles, which are presented
below under “Life insurance business”.

Life insurance business

INVESTMENTS

INVESTMENTS IN PROPERTIES AND PROPERTY COMPANIES

Shares in property companies are stated at the lower of acqui-
sition cost and current value. Buildings and their components
are stated at cost less depreciation according to plan or at
current value, whichever is lower. The cost includes the direct
expenses of purchase and improvements in properties. 

The write-downs of the values of properties and property
companies that can be characterised as fi xed assets are
based on the permanency and materiality of the diminution.
Revaluations have been made in the book values of certain
properties and property companies.

Current values of properties and property companies
Properties and property companies are classifi ed as those
occupied for the Group’s own activities and those for other
activities. If only a part is occupied for the Group’s activities,
the classifi cation is made in relation to the square metres 
occupied.

Current values (fair values) are reviewed quarterly. The re-
views have been carried out by internal or external experts.
Every item is reviewed individually. The values of properties
occupied for the Group’s own activities are assessed on
the basis of rents which can potentially be received and the
prevailing return requirements, considering the particular
characteristics of a property. The assessment of the values
of properties occupied for other than the Group’s own ac-
tivities is based on the net rental income received or that
can potentially be received as well as the prevailing return
requirements. In assessing the values of properties, features
such as their location, use, particular characteristics and
potential increase in value have been taken into account. In 
addition, statistical data and property market forecasts have
been used.

OTHER INVESTMENTS

Shares and participations that can be characterised as in-
vestments are stated at the lower of cost and current value. 
Shares and participations that can be characterised as fi xed
assets are stated at the lower of cost and current value, less 
any permanent diminution in value. Debt securities include 
bonds and money-market instruments. They are primarily
stated at cost. The premium or discount at which securities
have been purchased, is amortised over the period to matu-
rity, adjusting the cost of the security and interest income. 

Receivables and investments that can be characterised as re-
ceivables are stated at their nominal value or at the lower cur-
rent value. Credit losses relating to investments that can be
characterised as receivables are treated as value adjustments. 

Investments covering the technical provisions for unit-linked
insurance are valued at their current value.
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The current value of publicly traded shares and debt securi-
ties is stated as the buying rate on the balance sheet date or,
if this is not available, the latest transaction rate. The current
value of not publicly traded equity shares and debt securities
is stated i.a. as the remaining acquisition cost or the esti-
mated probable transaction price. The current value of shares 
in other insurance companies is stated as the prudently esti-
mated probable transaction price or, if not available, the net
asset value. The current value of shares in Group companies
is stated as the net asset value or remaining acquisition cost,
while that of shares in associated companies is regarded as 
the value calculated according to the equity method of ac-
counting or the net asset value.

The current value of loans, deposits with credit institutions
and deposits with ceding undertakings is stated as the nomi-
nal value or the estimated lower probable value.
Revaluations and adjustments to them made on investments 
that can be characterised as investment assets and invest-
ments covering unit-linked insurance are included in the
profi t and loss account and shown as a separate item under
the items “Revaluations on investments” and “Revaluation
adjustments on investments”.

Revaluations and reversals of them made on investments that 
can be characterised as fi xed assets are included in the revalu-
ation reserve under “Undistributable capital and reserves”. If 
the current value increases, write-downs made before are writ-
ten back, but only to the amount of the initial cost of the item.

The difference between the book value and the remaining
acquisition cost of investments, which is shown in notes, con-
sists of revaluations and accumulated changes in the net as-
sets of the associated undertakings, having been accounted
for by the equity method.

INTANGIBLE AND TANGIBLE ASSETS

Intangible and tangible assets are stated at cost less amor-
tisation according to plan. Long-term expenditure includes
IT systems and improvements made in fl ats and rented
premises. Tangible assets include equipment.

TECHNICAL PROVISIONS

In calculating technical provisions, various methods are ap-
plied involving assumptions on matters such as mortality,
morbility, yield level of investments, future operating expenses 
and the settlement of claims. Technical provisions are annually 
revised on the basis of assumptions and new data received. 

The change in the technical provisions of reinsurance has
been calculated at fi xed rates of exchange. Therefore, the
impact of the exchange rates in the underwriting business on
the results has been included in “Investment income” in the
profi t and loss account.

In direct insurance, the premium reserve is calculated by
policy, while in reinsurance it is calculated on the basis of
a disclosure of the ceding company or the company’s own
bases of calculation.

The zillmerisation of individual life and pension insurance
and capital redemption policies, which has been deducted
from the premium reserve, has been planned in such a man-

ner that the future expense loading will be suffi cient to cover
related amortisations and future operating expenses. The
amortisation period of zillmerisation is no longer than the
insurance period. However, in a Finnish life insurance com-
pany it is no longer than six years.

The interest rate used in discounting technical provisions
is at most the maximum rate accepted by the authorities in
each country. The interest rate used in discounting technical
provisions is the same or lower than that used in premium
calculation. Most of the technical provisions is discounted
using an interest rate of 3.5 per cent. The highest discount
rate used is 4.5 per cent.

The guaranteed interest rate used in the calculation of
technical provisions of a Finnish life insurance company is
in compliance with the calculation basis approved by the 
company’s Board of Directors and fulfi ls both the decrees
(248/1999 and 56/2003) of the Council of State and the
requirements of regulation 1999:65 of the Ministry of Social
Affairs and Health. The guaranteed interest rate used in the
direct insurance premium basis varies on the basis of the
starting date of the insurance: 2.5 per cent, if the insurance
was granted on 1 March 2003 or thereafter; 3.5 per cent, if
the insurance was granted no earlier than 1 January 1999
and no later than 28 February 2003; a maximum of 4.5 per
cent, it the insurance was granted before January 1999.
The discount rate used in the calculation of technical provi-
sions is 3.5 per cent in the great majority of the technical
provisions. Due to the difference in the discount rate of
technical provisions and the guaranteed interest of policies
commenced prior to 1 January 1999, supplementary provi-
sions of guaranteed interest have been added to technical
provisions. The supplementary provisions for guaranteed
interest were supplemented on 31 December 2003 by an
amount which will give, in practise, a discount rate of ap-
proximately 3.5 per cent for the payments already made for
the agreements in question.

In calculating the claims reserve of direct insurance, dis-
counting is applied only in connection with the technical 
provisions of pensions whose payment has commenced. The 
technical provisions of assumed reinsurance are based on
the disclosure of the ceding company and on an estimate of
claims, which have not yet been settled.

Principle of fairness in life insurance 
According to Chapter 13, Section 3 of the Insurance Com-
panies’ Act, the Principle of Fairness must be observed in
life insurance with respect to policies which, according to
the insurance contract, entitle their holders to bonuses and
rebates granted on the basis of any surplus yielded by the
policies. If the solvency requirements do not prevent it, a
reasonable part of the surplus has to be returned to these
policies as bonuses.

Sampo Life aims at giving a total return before charges and
taxes on policyholders’ with-profi t insurance savings, which
is at least the yield of a Finnish government long-term bond.
The total return consists of the guaranteed interest rate and
bonuses determined annually on the basis of the company’s
performance. As for the level of the total return, continuity
is pursued.
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The aim is to maintain the company’s solvency status on such
a level that it does not limit the giving of bonuses to the policy-
holders nor the distribution of profi t to shareholders.

The Board of Directors of Sampo Life has made a decision
on the interpretation of the Principle of Fairness in life insur-
ance, and thus of the share of the valuation differences of 
the company’s investments allocated to the owners.  From
the start of 2002, an interpretation of the Principle of Fair-
ness has been in use, according to which the share of the
owners in the valuation differences of investments is a con-
stant 25 per cent. This computational distribution of valua-
tion differences does not entitle individual shareholders or 
policyholders to claim these valuation differences. 

The legislation of Estonia, Latvia, Lithuania and Poland re-
spectively does not contain provisions corresponding to the
Principle of Fairness.

Depreciation and amortisation
The depreciation plan is made on a uniform basis within the
Group.  Assets are amortised or depreciated on a straight-
line basis according to plan over their estimated useful
economic lives, as follows:

Intangible rights 4–10 years
Goodwill  5–10 years
Goodwill arising from consolidation and
negative consolidation difference 3–20 years
Other long-term expenditure 3–10 years
Residential and business premises and
offi ces 20–60 years
Industrial premises and warehouses 30–60 years
Components of buildings 10–15 years
IT equipment and cars 3–5 years
Other equipment 5–10 years

In the life insurance business, the revaluations made and rec-
ognised as income with respect to buildings that can be char-
acterised as investments are depreciated according to plan
over the average useful economic lives of those buildings. 

Provisions for bad and doubtful 
debts and non-performing loans 

Banking and investment services 
and holding company business

PROVISIONS FOR BAD AND DOUBTFUL DEBTS

Provisions for bad and doubtful debts consist of specifi c 
provisions made for loans and advances to credit institutions 
and customers, and for contingent liabilities and commit-
ments and amounts written off these items. The amount
also includes the unrealised losses arising from valuation of
the assets acquired in settlement of unpaid loans, and the
losses on the sale of such assets. In addition, in the Group
accounts, the additional depreciation on lease assets is in-
cluded in “Provisions for bad and doubtful debts”.

A specifi c provision can be made against an individual loan 
or against a certain group of loans pooled by customer or
by country. A provision against a group of loans pooled by
customer will be made, if impaired loans are judged to be

present in the loan portfolio but have not yet been identifi ed
individually. A specifi c provision is made when it is considered
that recovery is doubtful and the estimated sales value of the
asset pledged as collateral security does not cover the prin-
cipal of the loan. The loans classifi ed as bad debts are written 
off when the authorities have confi rmed the insolvency of a
customer. In assessing the amount of a provision, the assets
pledged as collateral have been valued at their fair values.

Recoveries of loans and advances and other items previously
written off, releases of provisions, and profi ts on the sale
of assets acquired in settlement of unpaid loans have been
deducted from “Provisions for bad and doubtful debts”.

NON-PERFORMING LOANS

Loans are regarded as non-performing if either the principal
or the interest on a loan become overdue by 90 days. Loans to
companies declared bankrupt are classifi ed as non-perform-
ing on the date that the bankruptcy is declared. Bank guaran-
tees are treated as non-performing when the bank has made
a payment on the basis of a guarantee. Unpaid interest on
loans recorded as non-performing is not accrued, except for
loans to public sector customers or loans which are secured
by a public body. With respect to leased assets, the cost less
depreciation according to plan is recognised as non-perform-
ing when a payment becomes overdue by 90 days.

In note 28 the other non-interest earning loans comprise
loans from which no income of any kind will be received,
based on agreement with customers.

Operating expenses

Life insurance business
In the life insurance business, the organisation’s own oper-
ating expenses, amortisations on capitalised IT systems and
depreciation on equipment are included in the profi t and loss
account allocated to activities. Part of them are allocated 
directly, part on the basis of an annual study on working
hours. Accordingly, the percentage share of activities var-
ies from year to year. Expenses by activity are presented
under “Operating expenses” (policy acquisition costs, policy
management expenses, and administrative expenses), un-
der “Claims paid” (claims settlement expenses) and under
“Investment charges” (management expenses arising from
property investments and other investments). 

Pension schemes
For those employed by the Finnish Group companies, statu-
tory pension cover has been arranged through the Employ-
ees’ Pensions Act, TEL. In some Group companies there is 
additional pension cover arranged through insurance com-
panies. In foreign subsidiaries, pension schemes have been
arranged in accordance with local practice. Pension costs are
included in the profi t and loss account on an accrual basis.

Taxes and appropriations
Income taxes
Taxes on ordinary activities and on extraordinary items are
shown separately in note 22.

Deferred taxes
Deferred tax liabilities and assets arise from timing differ-
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ences between different accounting and taxation periods of
individual Group undertakings. In calculating them, follow-
ing the primary principles of IAS 12, other differences than
those impacting on the profi t and loss account have also
been taken into consideration more comprehensively than
is required by the Accounting Act. The deferred tax is calcu-
lated on the basis of the tax rate prevailing in each country.
In Finland it is 29 per cent.

Appropriations
In accordance with the Finnish regulations on accounting
and taxation, companies are allowed to include in the ac-
counts certain untaxed reserves and depreciation in excess 
of plan, which impact on the taxation of the companies. 
Companies use them in planning their accounts and taxa-
tion. The amount of those appropriations or changes in them
do not refl ect the risks of the companies.

In the accounts of the individual Group undertakings, the un-
taxed reserves and the difference between the depreciation
according to plan and the amount deductible in corporate
taxation are shown as a separate item in companies’ profi t 
and loss accounts under “Appropriations” and in balance
sheets under “Accumulated appropriations”. The appro-
priations shown in the individual profi t and loss accounts
and balance sheets are presented without deducting the
deferred tax liability arising from them.

In the Group accounts the untaxed reserves and the de-
preciation difference are shown in the balance sheet under
“Deferred tax liability” and “Capital and reserves” and,
correspondingly, the changes in them are shown in the
profi t and loss account under “Changes in deferred tax” and
“Profi t for the fi nancial year”.

The untaxed reserves and depreciation difference included
in the capital and reserves have not been included in distrib-
utable items when calculating the maximum amount of the
distributable profi t.

Off-balance sheet items 
and derivative contracts

Banking and investment services 
and holding company business

OFF-BALANCE SHEET ITEMS

Off-balance sheet items consist of contingent liabilities and
commitments. Contingent liabilities comprise transactions
in which companies have underwritten the obligations of
third parties, including guarantees and assets pledged as
collateral security. Commitments consist of irrevocable
commitments such as sale and option-to-resell transac-
tions, underwriting commitments, undrawn formal standby
facilities, credit lines and other commitments to lend.

Contingent liabilities are recorded to the extent that the ob-
ligation in respect of a guarantee or an asset pledged is met
on the balance sheet date. The commitments are stated at
the maximum amount that can be required to be paid on the
basis of the commitment.

DERIVATIVE CONTRACTS

Derivative contracts made for trading purposes are marked
to market and the resultant profi ts and losses are included
in “Net income from transactions in securities and foreign
exchange dealing”.

Derivative contracts which are accounted for as hedges are
treated in the accounts in accordance with the treatment of
hedged contracts. Interest on interest rate contracts used
to hedge loans and advances, liabilities and debt securities
held as fi nancial fi xed assets are included in “Net income
from fi nancial operations”, while profi ts and losses on de-
rivative contracts that are used to hedge securities held for 
trading purposes are included in “Net income from transac-
tions in securities and foreign exchange dealing”.

In notes 2 and 16, “Net income from securities transac-
tions”, the item “Net income from transactions in debt
securities” also includes the profi ts and losses on interest
rate contracts. Profi ts and losses on equity contracts are
included in “Net income from transactions in equity shares”.
Profi ts and losses on exchange rate contracts are included
in “Net income from foreign exchange dealing”.
Assets and liabilities arising from derivative contracts are
presented in “Other assets” and “Other liabilities” in the
balance sheet.

Life insurance
Derivative contracts are valued at the current value on the
balance sheet date. 

The negative valuation difference between the current value 
and the higher book value/contract rate of a non-hedging de-
rivative instrument is recognised as an expense. The positive
valuation difference is taken into account only in calculating
the solvency margin. In addition, the maximum loss arising
from the non-hedging derivatives, calculated with the Value-
At-Risk method, is deducted from the solvency margin.

If a loss arising from valuation of a hedged balance sheet
item is recognised as expense in the profi t and loss account,
a corresponding amount, at the maximum, is recognised as
an income from the hedging derivative.  On the other hand,
if a profi t arising from valuation of a hedged balance sheet
item is recognised as an income, the loss arising from valu-
ation of the hedging derivative is recognised entirely as an
expense.  The valuation differences not recognised in the
profi t and loss account are taken into account at their full
amount in calculating the solvency margin.

As hedging derivatives have been treated foreign exchange
derivatives, which have been designated and documented as
hedging instruments at the inception of the hedge and been
highly effective, evidenced by hedge accounging. 
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Group key fi gures

Revenue
Banking and investment services revenue + life insurance revenue + holding company revenue

BANKING AND INVESTMENT SERVICES

+ interest income
+ leasing income
+ dividend income
+ fees and commissions receivable
+ net income from transactions in securities and foreign exchange dealing
+ other operating income

LIFE INSURANCE

+ premiums written before reinsurers’ share
+ investment income and revaluations and revaluation adjustments
+ other income

HOLDING COMPANY

Calculated using the formula shown above for banking and investment services revenue

Operating profi t
Banking and investment services operating profi t + life insurance operating profi t
+ holding company operating profi t

BANKING AND INVESTMENT SERVICES

+ interest income
- interest charges
+ dividend income
+ fees and commissions receivable
- fees and commissions payable
+ net income from transactions in securities and foreign exchange dealing
+ other operating income
- administrative expenses
- depreciation and write-downs of tangible and intangible assets
- other operating expenses
- provisions for bad and doubtful debts
- write-offs in respect of debt securities held as fi nancial assets
± income from companies accounted for by the equity method

LIFE INSURANCE

± technical result before bonuses and rebates and change in the equalisation provision
± other income and charges
± income from companies accounted for by the equity method

HOLDING COMPANY

Calculated using the formula shown above for banking and investment services operating profi t.

Calculation Methods for the Key Figures
The key fi gures relating to banking and investment serv-
ices and to the holding company have been calculated in
accordance with regulation 20/420/98 issued by the Finn-
ish Financial Supervision Authority.

The key fi gures relating to life insurance have been calcu-
lated in accordance with the decree issued by the Ministry
of Finance and with supplementary instructions issued by 
the Ministry of Social Affairs and Health on 23 September
2002.
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Profi t before extraordinary items and tax
+ banking and investment services operating profi t
+ life insurance operating profi t
+ holding company operating profi t
± change in the life insurance equalisation provision
± life insurance bonuses and rebates

Return on equity (at current values), %
+ profi t before extraordinary items and tax
± revaluation entered into / withdrawn from revaluation reserve
± change in valuation differences on investments *)
- tax (incl. change in deferred tax relating to valuation differences on investments)
  x 100 %
+ capital and reserves (excl. preferred capital notes in banking operations)
+ minority interest
± valuation differences on investments after deduction of deferred tax *)
(average of values on 1 Jan. and 31 Dec.)

Return on assets (at current values), %
+ operating profi t 
+ interest and other fi nancial charges
+ calculated interest on technical provisions
± revaluation entered into / withdrawn from revaluation reserve
± change in valuation differences on investments *)
  x 100 %
+ balance sheet total 
- technical provisions relating to unit-linked insurance
± valuation differences on investments *)
 (average of values on 1 Jan. and 31 Dec.)

Equity/assets ratio (at current values), %
+ capital and reserves (excl. preferred capital notes in banking operations)
+ minority interest
± valuation differences on investments after deduction of deferred tax *)
  x 100 %
+ balance sheet total
± valuation differences on investments *)

Capital adequacy ratio, %
Total capital
  x 100 %
risk-weighted assets

Average number of staff
Average of month-end fi gures, adjusted for part-time staff

Calculation Methods for the Key Figures
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Banking and investment service key fi gures

Revenue
Formula shown above in connection with calculation of Group key fi gures.

Operating profi t
Formula shown above in connection with calculation of Group key fi gures.

Cost to income ratio
+ fees and commissions payable
+ administrative expenses
+ depreciation
+ other operating expenses

+ net income from fi nancial operations
+ dividend income
+ fees and commissions receivable
+ net income from transactions in securities and foreign exchange dealing
+ other operating income

Life insurance key fi gures

Revenue
Formula shown above in connection with calculation of Group revenue.

Operating profi t
Formula shown above in connection with calculation of Group operating profi t.

Expense ratio
+ operating expenses before change in deferred acquisition costs
+ claims settlement expenses
  x 100 %
load income

Solvency margin
+ capital and reserves after proposed profi t distribution
± valuation differences on investments
- intangible assets
± deferred tax
± other required items (Ministry of Finance decree)

Solvency capital
+ solvency margin
+ equalisation provision
+ minority interest

Solvency ratio, % of technical provision 
+ solvency capital 
  x 100 %
+ technical provisions
- equalisation provision
- 75 % x technical provisions relating to unit-linked insurance

Calculation Methods for the Key Figures
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Per-share key fi gures

Earnings per share
+ profi t before extraordinary items and tax
- tax 
± minority interest

adjusted average number of shares

Capital and reserves per share
capital and reserves (excl. preferred capital notes in banking operations)

adjusted number of shares at balance sheet date

Net asset value per share
+ capital and reserves (excl. preferred capital notes in banking operations)
± valuation differences on investments *)
± deferred tax and minority interest relating to valuation differences on investments

adjusted number of shares at balance sheet date

Dividend per share, %
dividend for the accounting period
  x 100 %
adjusted number of shares at balance sheet date

Dividend per earnings, %
dividend per share
  x 100 %
earnings per share

Effective dividend yield, %
dividend per share
  x 100 %
adjusted closing share price at 31 Dec.

Price/earnings ratio
adjusted closing share price at 31 Dec.

earnings per share

Market capitalisation
number of shares at 31 Dec. x closing share price at 31 Dec.

Relative share trading volume, %
number of shares traded through the Helsinki Exchanges
  x 100 %
adjusted average number of shares

*) In calculating the returns on equity and assets and net asset value per share, the valuation differences have been
adjusted for the “other required items (Ministry of Finance decree)” component of the solvency margin, which includes
derivative contracts pertaining to the life insurance operations.

Calculation Methods for the Key Figures
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Key Figures
       Sampo Sampo Sampo Sampo Sampo- Sampo
       Group Group Group Group Leonia Group
       2003 2002 2001 2000 1999 1999

Group key fi gures

Revenue  EURm 2,347 2,877 3,572 3,581 2,719 1,051

Operating profi t*) EURm 464 542 1,104 1,375 647 448

  % of revenue % 19.8 18.8 30.9 23.8 23.5 42.7

Profi t before extraordinary items and tax EURm 477 534 1,075 1,183 499 308

  % of revenue % 20.3 18.6 30.1 33.0 18.4 29.3

Profi t before appropriations and tax EURm 477 545 1,078 1,175 512 308

  % of revenue % 20.3 18.9 30.2 32.8 18.8 29.3

Return on equity (at fair values) % 13.8 1.4 -15.3 3.5 37.5 67.1

Return on assets (at fair values) % 1.8 0.8 -1.6 1.4 6.8 27.6

Equity/assets ratio % 13.6 12.4 12.1 14.3 14.3 40.8

Capital adequacy ratio **) % 12.4 17.3 12.7 13.3 

Average number of staff  5,529 5,977 10,162 9,184 8,630 3,924

Banking and investment services

Revenue EURm 1,119 1,261 1,664 1,918 1,460

Net income from fi nancial operations EURm 404 448 469 426 392

Operating profi t EURm 233 252 296 430 202

  % of revenue % 20.8 20.0 17.8 22.4 13.8

Cost to income ratio % 67.0 66.1 61.3 52.3 69.9

Average number of staff  4,471 4,747 5,195 4,693 4,684

Life insurance

Revenue EURm 1,194 1,241 1,396 1,662 1,259 1,051

Premiums written before reinsurers’ share EURm 528 613 755 769 686 541

Operating profi t EURm 182 86 79 421 185 175

  % of revenue % 15.2 6.9 5.6 25.3 14.7 16.6

Expense ratio % 86.9 97.0 108.0 106.1 118.3 138.3

Solvency margin EURm 857 603 644 870 981 949

Equalisation provision EURm 4 4 13 12 12 11

Solvency capital EURm 865 609 660 884 997 964

  % of technical provisions % 18.0 12.9 14.7 21.9 29.4 31.3

Average number of staff  387 492 788 350 254 232g

Holding business

Revenue EURm 54 379 541

Operating profi t EURm -14 277 372

  % of revenue % -26.0 73.1 68.7

Average number of staff  671 738 760
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Key Figures

       Sampo Sampo Sampo Sampo Sampo- Sampo
       Group Group Group Group Leonia Group
       2003 2002 2001 2000 1999 1999

Per share key fi gures

Earnings per share EUR 0.64 0.63 1.50 1.78 0.65 0.94

Options diluted earnings per share ***) EUR 0.64 0.62 1.49 1.78

Capital and reserves per share EUR 5.43 5.15 5.18 5.52 4.91 3.28

Net asset value per share less full deferred tax

from holding company’s valuation differences EUR 5.69 5.29 5.87 8.81 9.31

Net asset value per share less full deferred tax

from the Group’s valuation differences EUR 5.64 5.26 5.67 8.40 8.74

Net asset value per share, no deferred tax

liability deduction       12.69

Dividend per share ****) EUR 1.50 0.35 0.75 1.60 - 0.48

Dividend per share for shares not owned 

by the Group EUR      0.49

Dividend per earnings ****) % 234.4 56.0 50.2 89.8 - 50.6

Effective dividend yield ****) % 18.3 4.8 8.5 13.9 - 6.9

Price/earnings ratio  12.8 11.6 5.9 6.5 - 7.4

Adjusted average number of shares 1,000 553,859 555,730 555,588 522,535 - 304,000

Number of shares at 31 Dec. 1,000 553,920 553,853 555,623 520,000 - 304,000

Adjusted number of shares at 31 Dec. 1,000 553,920 553,853 555,623 520,000 - 304,000

Counter-value of shares at 31 Dec. (Appr.) EUR  0.17 0.17 0.17 0.17 - 0.17

Market capitalisation EURm 4,542 4,015 4,889 5,980 - 2,110

A shares

Adjusted average number of shares 1,000 552,659 554,530 554,388 521,335 - 302,800

Number of shares at 31 Dec. 1,000 552,720 552,653 554,423 518,800 - 302,800

Adjusted number of shares at 31 Dec. 1,000 552,720 552,653 554,423 518,800 - 302,800

Weighted average share price EUR 6.85 8.16 10.11 8.96 - 6.19

Adjusted share price, high EUR 8.53 9.95 12.70 12.20 - 8.20

Adjusted share price, low EUR 5.05 6.02 7.70 5.87 - 5.14

Adjusted closing price EUR 8.20 7.25 8.80 11.50 - 6.94

Share trading volume during

accounting period 1,000 188,014 179,173 231,389 170,689 - 182,495

Relative share trading volume % 34.0 32.3 41.7 32.7 - 60.3

B shares

Adjusted average number of shares 1,000 1,200 1,200 1,200 1,200 - 1,200

Number of shares at 31 Dec. 1,000 1,200 1,200 1,200 1,200 - 1,200

Adjusted number of shares at 31 Dec. 1,000 1,200 1,200 1,200 1,200 - 1,200
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Key Figures

*) The internal dividends and sales profi ts between the 
different lines of business have not been eliminated in the 
result analysis and specifi cations or key fi gures of banking 
and investment services and life insurance business. In the
Group operating profi t they have been eliminated. Further-
more, the profi t or loss corresponding to the share held in 
the associated company If has been added or deducted in 
the operating profi t. Therefore, the Group operating profi t 
is not equal to the sum of business area operating profi ts.

**) The solvency ratio group per 31 December 2001 was
created on 31 March 2001 as the parent company became
a holding fi gure for the reference year has been calculated 
from the equivalent date.
***) The dilution effect for 2003 has beeen calculated as
if all the remaining subscriptions (3,089,870) entitled to
would have been realised. One subscription right entitles
to subscribe for 5 shares. In 2002, there were 3,159,340
possible subscription rights.
****) The Board of Director’s proposal to the Annual Gen-
eral Meeting for the accounting period 2003. The dividend
for 2002 was EUR 0.35.

In calculating the key fi gures the tax corresponding to the 
results for the accounting period has been taken into ac-
count. In calculating the net asset value per share, return
on equity and equity/assets ratio as per 31 Dec. 2003, the
deferred tax liability of 29%, which is estimated to be real-
ised during the next three years, has been deducted from 
the holding company’s valuation differences. A deferred 
tax liability of 18.6% has been deducted from the valuation 
differences of P&C insurance in the reference periods.

The net asset value per share has furthermore been pre-
sented per 29%, i.e. less full deferred tax in all reference
periods. In calculating the net asset value per share and
the return on equity, an interpretation of the Principle of
Fairness in life insurance has been taken into account. At
the beginning of 2002 a new calculation method for the
principle of fairness was taken into use, according to which
the owners’ share of the valuation differences is a standard
25%. As the valuation differences of life insurance are not
included in the Balance Sheet, their deferred tax and the
change in deferred tax are not entered in the Profi t and
Loss Account or in the Balance Sheet. Other items of the
solvency margin, including derivative contracts, have been
deducted from/added to the valuation differences when
calculating the key fi gures. The capital and reserves of
life insurance, including a share of untaxed reserves and
accumulated depreciation in excess of / less than plan, is
considered to belong entirely to the owners.

The “Result of P&C operations” in consolidated Profi t and 
Loss Account includes the result of the If Group, acting
as an associated company. The P&C insurance results for
the comparison years have also been presented on one
line similar to the associated company and the key fi gures 
have been changed accordingly.
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Notes to the profi t and loss account
Banking and investment services

1 Interest receivable and payable
2 Net income from transactions in securities
3 Other operating income and expenses
4 Depreciation and write-downs of tangible

and intangible assets
5 Provisions for bad and doubtful debts plus write-offs in res-

pect of debt securities held as fi nancial fi xed assets
6 Segmental information on income and staff

Life insurance business
7 Premiums written
8 Claims paid
9 Total operating expenses by activity
10 Staff costs
11 Emoluments of members of administrative 

and supervisory bodies
12 Average staff numbers
13 Net investment income
14 Other income and charges

Holding business
15 Interest receivable and payable
16 Net income from transactions in securities
17 Other operating income and expenses
18 Provisions for bad and doubtful debts plus write-offs

in respect of debt securities held as fi nancial fi xed assets
19 Depreciation and write-downs of tangible

and intangible assets
20 Segmental information

Group
21 Extraordinary items
22 Income taxes
23 Segmental informatio of the Group by class of business
24 Elimination items in consolidated profi t and loss account

Balance sheet notes
Banking and investment services assets

25 Treasury bills and other eligible bills
26 Loans and advances to central banks included in loans 

and advances to credit institutions
27 Loans and advances to customers
28 Non-performing and other non-interest earning loans
29 Assets acquired in settlement of unpaid loans and those

acquired in connection with the reorganisation 
of a customer’s business operations

30 Subordinated loans
31 Lease assets
32 Debt securities
33 Shares and participations
34 Movements in shares and participations held as fi nancial

fi xed assets and in tangible assets
35 Intangible assets
36 Properties and shares in property companies
37 Other assets
38 Prepayments and accrued income

Life insurance assets
39 Changes in intangible and tangible assets
40 Fair value and valuation difference on investments
41 Changes in investments in land and buildings
42 Shares and participations in other than subsidiaries and

associated companies
43 Investments in Group undertakings

and associated undertakings
44 Other loans by security
45 Investments covering unit-linked insurances
46 Derivative contracts shown on the balance sheet

Holding business assets
47 Loans and advances to central banks included

in loans and advances to credit institutions

48 Loans and advances to customers
49 Assets acquired in settlement of unpaid loans 

and those acquired in connection with the reorganisation
of a customer’s business operations

50 Subordinated liabilities
51 Debt securities
52 Shares and participations
53 Movements in shares and participations held 

as fi nancial fi xed assets and in tangible assets
54 Intangible assets
55 Properties and shares in property companies
56 Other assets
57 Prepayments and accrued income

Capital and reserves
58 Movements in consolidated capital and reserves 

and distributable profi t
59 Preferred capital notes
60 Movements in parent company capital 

and reserves and distributable profi t
Banking and investment services liabilities

61 Unamortised discounts and premiums on liabilities
62 Debt securities in issue
63 Other liabilities
64 Accruals and deferred income
65 Subordinated liabilities
66 Maturity analysis of assets and liabilities,

by remaining maturity
67 Assets and liabilities denominated in

domestic and foreign currencies
68 Deferred tax
69 Assets pledged as collateral security and secured

liabilities as well as other assets pledged on behalf 
of the company and other Group undertakings

70 Pension liability
71 Rental commitments
72 Off-balance sheet items
73 Derivative contracts
74 Asset management services

Life insurance liabilities
75 Technical provisions
76 Long-term liabilities (5 years or longer)
77 Deferred tax
78 Contingent liabilities, pledged assets and derivatives

Holding business liabilities
79 Unamortised discounts and premiums on liabilities
80 Debt securities in issue
81 Other liabilities
82 Accruals and deferred income
83 Maturity analysis of assets and liabilities,

by remaining maturity
84 Assets and liabilities denominated in domestic 

and foreign currencies
85 Deferred tax
86 Assets pledged as collateral security and secured

liabilities as well as other assets pledged on behalf 
of the company and other Group undertakings

87 Pension liability
88 Off-balance sheet items
89 Other liabilities and contingent liabilities

Group
90 Staff numbers
91 Emoluments of members of administrative

and supervisory bodies
92 Loans and advances to and guarantees on behalf

of members of administrative and supervisory bodies
93 Group subsidiaries
94 Associated undertakings of the Group
95 Elimination items in the consolidated balance sheet

Other Notes to the Accounts
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EUR m     2003 2002

1 Interest receivable and payable
Interest receivable

  Loans and advances to credit institutions  33 44

  Loans and advances to customers  523 637

  Debt securities  83 116

  Net leasing income  29 30

  Other interest receivable  10 -1

677 825

Interest payable

  Liabilities to credit institutions and central banks  17 37

  Liabilities to customers  134 166

  Debt securities in issue  128 174

  Subordinated liabilities  10 18

  Preferred capital notes  0 1

  Other interest payable  -16 -19

273 377

2 Net income from transactions in securities
Debt securities and interest rate derivatives  -14 11

  Equities and equity derivatives  15 4

  Other income from transactions in securities  0 -

2 15

3 Other operating income and expenses
Other operating income

  Rental and dividend income from properties and property companies  1 2

  Profi t on disposal of properties and property companies  0 5

  Other income  35 18

36 24

Other operating expenses

  Rental expenses  30 30

  Expenses on properties and property companies  0 0

  Loss on disposal of properties and property companies  0 0

  Other expenses  24 22

     54 53

4 Depreciation and write-downs of tangible and intangible assets
Depreciation according to plan

  on tangible assets  10 8

  on intangible assets  23 24

33 32

Write-downs

  of properties and property companies  - -

Banking and Investment Services
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Banking and Investment Services

     2003  2003 2002  2002
     Gross  Releases and Gross  Releases and 
EUR m   amount recoveries amount recoveries

5 Provisions for bad and doubtful debts 
  plus write-offs  in respect of debt securities held as fi nancial fi xed assets
Provisions for bad and doubtful debts

  Loans and advances to credit institutions - - - -

  Loans and advances to customers 22 24 24 26

  Lease assets 2 1 2 1

  Guarantees and other contingent liabilities and commitments 0 1 1 1

  Other 1 0 0 0

25 26 26 27

EUR m     2003 2002

  Total amount written off for the year   11 7

  Specifi c provisions written off during the year   -7 -5

  Recoveries of loans and guarantees written off in previous years   -14 -16

  New specifi c provisions for the year   21 24

  Releases of provisions for the year   -12 -11

  Charge to profi t and loss account   0 -1

  Provisions pooled by customer group included in the specifi c provisions for the year  - -

       2003   2002
     2003  Average 2002  Average
EUR m   Income staff number Income staff number

6 Segmental information on income and staff
By class of business

  Banking 608 4,150 699 4,429

  Credit card services 27 65 20 59

  Finance company operations 28 124 23 134

  Financing and investment 6 - 6 3

  Mutual fund services 84 119 63 110

  Other activities *) 3 13 3 12

756 4,471 814 4,747

By geographical segment

  Finland 715 3,870 782 4,233

  Baltic 31 567 25 480

  Poland 10 34 7 34

756 4,471 814 4,747

*) The fi gures do not include the revenue of 108 EURm nor the staff of 585 of the group company Primasoft Oy.
The company provides computer services and is owned by Sampo plc and Sampo Bank plc.
Eur 65 million of Primasoft`s revenue came from Sampo Group. In the consolidated fi gures it is
accounted for by the equity method.

Income includes net income from fi nancial operations, dividend income, fees and commissions
receivable, net income from transactions in securities and foreign exchange dealing and other operating income.
Intragroup items have not been eliminated.
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Life Insurance Business 

EUR m     2003 2002

7 Premiums written
Direct insurance

 Finland  509 593

 Other countries  14 11

   522 604

 Life reinsurance  6 9

528 613

 Premiums written before reinsurers’ share  528 613

DIRECT INSURANCE PREMIUMS WRITTEN

 Life insurance

  Unit-linked individual life insurance  153 105

  Other individual life insurance  90 196

  Unit-linked capital redemption policy  4 1

  Other capital redemption policy  3 36

  Employees’ group life insurance  4 3

   Other group life insurance  3 3

257 344

 Pension insurance  

  Unit-linked individual pension insurance  57 39

  Other individual pension insurance  96 96

  Unit-linked group pension insurance  7 7

   Other group pension insurance  105 118

266 260

Direct insurance premiums written in total  522 604

 Regular premiums  293 298

 Single premiums  229 306

   522 604

 Premiums from non-profi t policies  1 7

 Premiums from with-profi t policies  300 445

 Premiums from unit-linked insurance  221 152

522 604

ITEMS DEDUCTED FROM PREMIUMS WRITTEN

 Credit loss on outstanding premiums  0 -
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Life Insurance Business 

EUR m     2003 2002

8 Claims paid   
Direct insurance

 Life insurance  204 225

 Pension insurance  189 173

   393 398

 Reinsurance  8 8

 Claims paid in total  401 407

 From which:  

  Surrender claims paid  74 73

  Savings reimbursements  114 128

   Other  213 206

401 407

 Share of unit-linked insurance of claims paid  26 14

 Impact on the technical result of bonuses and rebates  

   attached to life and pension insurance policies reserved  during the year 0 36

9 Total operating expenses by activity   
 Claims settlement expenses (claims paid)  1 3

 Operating expenses in profi t and loss account  

  Policy acquisition costs  

   Direct insurance commissions  15 16

   Commissions on reinsurance assumed and profi t participations  1 1

   Other policy acquisition costs  6 15

22 32

  Policy management expenses  11 12

  Administrative expenses  11 10

  Commissions on reinsurance ceded and profi t participations (-)  -2 -1

42 53

 Investment management expenses (investment charges)  12 11

     56 67

Change in deferred policy acquisition costs included in the change in premium reserve

 Life insurance  0 -1

 Pension insurance  -1 1

-1 0

10 Staff costs
 Salaries   14 19

 Pension costs  2 3

 Other social security costs  2 2

18 24
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Life Insurance Business

EUR m     2003 2002

11  Emoluments of members of administrative and supervisory bodies
  Managing Directors and Deputy Managing Directors  0.6 0.6

  Members and deputy members of the Board of Directors  0.0 0.5

  Members and deputy members of the Supervisory Board  0.0 -

0.6 1.1

12  Average staff numbers
  By class of business

   Life insurance  387 492

  By geographical segment

   Finland  243 259

   Latvia  27 19

   Lithuania  19 16

   Poland  67 173

   Estonia  31 25

387 492

13  Net investment income
INVESTMENT INCOME

Income from investments in Group undertakings

   Interest income  3 5

   Other income  16 13

    20 18

  Income from investments in associated undertakings

   Share of profi t of associated undertakings  0 -

  Income from investments in land and buildings

   Interest income from associated undertakings  0 0

   Other income from Group undertakings  1 0

   Other income from other than Group undertakings  32 33

    33 34

Income from other investments

   Dividend income  74 45

   Interest income from Group undertakings  2 3

   Interest income from other than Group undertakings  116 148

   Other income from Group undertakings  6 7

 Other income from other than Group undertakings  204 169

    401 372

  Total  454 423

  Value readjustments  99 6

  Gains on realisation of investments  99 196

  Investment income in total  652 625
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Life Insurance Business

EUR m     2003 2002

INVESTMENT CHARGES

  Charges arising from investments in land and buildings  -10 -9

  Charges arising from other investments  -163 -146

  Interest and other expenses on liabilities to Group undertakings  -5 0

  Interest and other expenses on liabilities to other than Group undertakings -4 -1

Total  -182 -157

  Value adjustments and depreciations  

   Value adjustments on investments  -71 -173

   Planned depreciation on buildings  -7 -9

     -78 -182

  Losses on realisation of investments  -16 -95

Investment charges in total  -277 -434

  Net investment income before revaluations and revaluation adjustments 375 191

  Revaluations on investments  12 4

  Revaluation adjustments on investments  0 -1

NET INVESTMENT INCOME 387 193

 Investment income and charges include

  Exchange rate differences of insurance business  2 3

  Exchange rate differences of investments  26 26

 Share of unit-linked insurance of net investment income

  Investment income  3 5

  Investment charges  -1 -3

2 2

  Net investment income before revaluations and revaluation adjustments

  and value adjustments and value readjustments  1 2

  Revaluations on investments  11 3

  Revaluation adjustments on investments  0 0

  Value adjustments on investments  0 -57

  Value readjustments  31 0

    42 -54

  Net investment income   44 -52

14  Other income and charges
Other income

   Other  2 1

  Other charges  

   Amortisation on goodwill  - -1

   Other  -2 0

     -2 -2
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Holding Business

       Parent Parent
     Group  Group Company Company
EUR m   2003  2002 2003 2002

15  Interest receivable and payable
Interest receivable

   Loans and advances to credit institutions 1 6 1 5

   Loans and advances to customers 0 1 0 1

   Debt securities 1 7 1 5

   Other interest receivable 0 0 0 0

     2 14 2 12

Interest payable

   Liabilities to credit institutions and central banks 0 7 0 -

   Liabilities to customers 3 - 3 -

   Debt securities in issue 8 12 8 12

   Other interest payable 0 1 0 0

11 20 11 12

16  Net income from transactions in securities
   Debt securities and interest rate derivatives 0 2 0 2

   Equities and equity derivatives 4 -5 4 -5

     4 -4 4 -4

17  Other operating income and expenses
Other operating income

   Rental and dividend income from properties

   and property companies 15 25 17 3

   Profi t on disposal of properties and property companies 3 44 3 4

   Other income 21 297 20 119

38 366 39 126

Other operating expenses

   Rental expenses 2 4 4 2

   Expenses on properties and property companies 8 9 9 3

   Loss on disposal of properties and property companies 6 15 6 2

   Other expenses 1 1 1 1

18 29 20 8

     Group Group Group Group Parent  Parent  Parent  Parent 
     2003 2003 2002 2002 Company Company Company Company
         2003 2003 2002 2002
     Gross  Releases and Gross Releases and Gross Releases and Gross Releases and
EUR m   amount recoveries amount recoveries amount recoveries amount recoveries

18  Provisions for bad and doubtful debts plus write-offs 
   in respect of debt securities held as fi nancial fi xed assets
Provisions for bad and doubtful debts

Loans and advances to customers - - 0 - - - 0 -

   Recoveries of loans and guarantees

   written off in previous years  - - - - - - - -

   Charge to profi t and loss account - - 0 - - - 0 -
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Holding Business

       Parent Parent
     Group  Group Company Company
EUR m   2003  2002 2003 2002

19  Depreciation and write-downs of tangible and intangible assets
Depreciation according to plan

   on tangible assets 3 10 3 5

   on intangible assets 16 19 2 3

     20 29 5 8

Write-downs

of properties and property companies -5 - - -

     Group Group Group Group Parent  Parent  Parent  Parent 
     2003 2003 2002 2002 Company Company Company Company
         2003 2003 2002 2002
      Average  Average  Average  Average
      staff  staff  staff  staff
EUR m   Income  number Income  number Income  number Income  number

20  Segmental information
By class of business

   Other activities 470 86 471 127 470 86 411 127

470 86 471 127 470 86 411 127

By geographical segment

  Finland 470 86 471 127 470 86 411 127

     470 86 471 127 470 86 411 127

Income includes net income from fi nancial operations, dividend income, fees and commissions receivable, net income
from transactions in securities and foreign exchange dealing and other operating income. Intra-group items have not
been eliminated.

Sampo Group

EUR m     2003 2002

21  Extraordinary items
  Extraordinary income

   Change of accounting polices due to the If business transaction  - 108

  Extraordinary charges

   Amortisation of group goodwill  - 97

22  Income taxes
Income taxes

  On ordinary activities

   Tax for the fi nancial year  122 114

   Tax from previous periods  4 1

   Deferred tax  -5 68

121 183

  On extraordinary items

   Tax for the fi nancial year  - -28

121 154

Change of deferred tax liabilities

  Arising from appropriations  0 -7

  Arising from consolidation procedure  1 66

  Included in the balance sheets of Group undertakings  -5 9

-5 68
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Sampo Group

      2003  2002
     2003 Staff 2002 Staff
EUR m   Income*) number**) Income*) number**)

23  Segmental information of the group by class of business
   Banking and investment services 756 4,471 814 4,747

   Life insurance business ***) 1,194 387 1,241 492

   Holding business 470 86 471 127

   Total 2,421 4,944 2,526 5,366

*) See notes 6 and 20
**) Average
***) Revenue

EUR m     2003 2002

24  Elimination items in consolidated profi t and loss account
Banking and investment services account

  Interest receivable  -5 -1

  Interest payable  7 17

Net income from fi nancial operations  2 17

  Dividend income  -21 -4

  Fees and commissions receivable  -13 -16

  Fees and commissions payable  2 2

  Other operating income  -2 -2

  Administrative expenses  - 4

  Other operating expenses  6 9

Operating profi t  -25 8

Life insurance business technical account

  Claims paid  - -

  Operating expenses  18 18

Balance on technical account  18 18

Life insurance business non-technical account

  Investment income  -5 -11

  Investment charges  5 -

  Other income  -3 -

Profi t before extraordinary items  14 7

Holding business account

  Interest receivable  -2 -9

  Interest payable  0 1

Net income from fi nancial operations  -2 -9

  Fees and commissions payable  1 -

  Other operating income  -12 -18

  Administrative expenses  2 5

  Other operating expenses  1 1

  Profi t before extraordinary items  -10 -20

Group profi t for the accounting period  -21 -5
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Banking and Investment Services

EUR m     2003 2002

25  Treasury bills and other eligible bills
  Treasury bills  28 -

  Government bonds  657 643

  Certifi cates of deposit issued by other banks  479 375

  Other  127 4

     1,290 1,022

26  Loans and advances to central banks included in loans and advances to credit institutions
  Loans and advances to credit institutions  479 944

  of which to central banks  - -

27  Loans and advances to customers
Loans and advances to customers by geographical area

  Finland  13,058 11,201

  Other EU countries  144 290

  Other EMU countries  51 72

  Other Europe  490 365

  USA, Canada, Japan, Australia, New Zealand  39 97

  Asia  29 283

  Other countries  132 213

  Bad and doubtful debt provisions based on credit rating  -37 -32

13,908 12,490

Loans and advances to customers by category of borrower

 Corporations  5,296 5,160

  Manufacturing  1,405 1,572

  Transport, storage and communication  379 334

  Construction  210 146

  Hotels and restaurants  56 21

  Wholesale and retail trade  565 550

  Other corporations  2,681 2,537

 Financial and insurance institutions  46 55

 Public sector entities  899 156

 Non-profi t institutions  145 120

 Households  6,672 5,715

 Foreign  886 1,316

 Bad and doubtful debt provisions based on credit rating  -37 -32

13,908 12,490

Specifi c provisions for bad and doubtful debts

 Provisions at beginning of year  76 76

 +  New provisions for year  21 21

 -  Releases of provisions  -10 -10

 -  Provisions written off  -7 -11

Provisions at end of year  80 76
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Banking and Investment Services

     Non-  Other non-   Non-  Other non-  
     performing interest ear-  performing interest ear-
     loans ning loans Total loans ning loans Total
EUR m 2003 2003  2003 2002  20002   2002

28  Non-performing and other non-interest earning loans
   Corporations 16 0 16 20 1 20

   Financial and insurance institutions 0 0 0 0 0 0

   Public sector entities 0 0 0 0 0 0

   Non-profi t institutions 0 - 0 0 - 0

   Households 30 1 31 39 1 39

   Foreign 15 0 15 18 1 19

   61 1 62 77 2 79

EUR m     2003 2002

29  Assets acquired in settlement of unpaid loans and those acquired in connection 
   with the reorganisation of a customer’s business operations
Book value of assets pledged as collateral security and acquired by the bank in settlement of unpaid loans

Properties and shares and participations in property companies  - 1

 Other shares and participations  0 2

0 3

30  Subordinated loans
  Loans and advances to customers  44 47

  Debt securities  181 90

Total  224 137

   Amounts include

   due from Group undertakings  - -

   due from associated undertakings  - -

31  Lease assets
  Prepayments  20 17

  Equipment  413 380

  Properties and buildings  101 90

  Other assets  85 47

     619 535

32  Debt securities
Book value

  Debt securities  648 1,402

  Treasury bills and other eligible bills  1,290 1,022

     1,939 2,423

For trading purposes

  Listed  1,207 1,170

  Unlisted  654 1,178

     1,860 2,348

Held as fi nancial fi xed assets

  Listed  75 68

  Unlisted  3 7

     78 75

For trading purposes

  Differences between the market value and the lower book value of securities 2 1
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Banking and Investment Services

EUR m     2003 2002

Held as fi nancial fi xed assets

  Unamortised premiums  - 0

Held as fi nancial fi xed assets

  Unamortised discounts  0 0

Debt securities by type

  Treasury bills  52 11

  Local authority bills  28 3

  Commercial paper  12 18

  Certifi cates of deposit  575 1,082

  Convertible bonds  3 1

  Other bonds and notes  1,248 1,291

  Other  22 18

1,939 2,423

33  Shares and participations
Book value of shares and participations, total  20 36

For trading purposes

Listed  3 4

   Unlisted  12 24

     16 28

  Held as fi nancial fi xed assets

   Listed  1 1

   Unlisted  3 7

     5 8

Difference between the market value and the lower book value of listed securities

   Held for trading purposes  - 2

   Held as fi nancial fi xed assets  - -

  Shares and participations in associated undertakings

   Other than credit institutions  21 19

  Shares and participations in Group undertakings

   Other than credit institutions  2 1
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Banking and Investment Services

       Land and buildings, Equipment
       Shares and and other
      Shares and participations tangible
EUR m    participations in property companies assets

34  Movements in shares and participations held as fi nancial fi xed assets and in tangible assets
Cost at beginning of year  29 14 43

   Acquisitions + 2 0 10

   Disposals - -3 -2 -1

   Transfers between items +/-

   Depreciation according to plan for the year -  0 -10

   Write-downs/write-backs for the year +/-  

   Accumulated depreciation at beginning of year -  -1 -18

   Accumulated write-downs at beginning of year -  

Book value at end of year  27 12 24

EUR m     2003 2002

35 Intangible assets
  Goodwill   5 7

  Other intangible assets    75 66

       80 73

      Book Capital Fair
EUR m    value employed value*)

36 Properties and shares in property companies 31 Dec. 2003
Land and buildings

  Occupied for own activities  8 8 -

  Other  1 1 1

9 9 1

Shares and participations in property companies

  Occupied for own activities

  Other  2 2 -

      2 2 0

*) Properties and shares in property companies occupied for other than own activities 31 December 2003

Properties and shares in property companies occupied for other than own activities 31 December 2003
      Capital Net Unlet
     Area employed 1) income 2) space3)

m2 EURm  %  %

Type of property

  Housing - - - -

  Business and offi ce property 1,094 1 2.5 17.0

  Industrial property - - - -

  Water areas and agricultural and forest land - - - -

  Buildings under construction - - - -

  Other domestic property - - - -

  Foreign property - - - -

  Total 1,094 1 2.5 17.0

     

  Property for letting under fi nance lease 91,785 64 3.9 0.0

  Total 92,879 65 3.9 0.2
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Banking and Investment Services

EUR m     2003 2002

37  Other assets
  Items in transit  9 13

  Guarantee claims  1 6

  Derivative contracts  364 239

  Other  181 169

555 427

38  Prepayments and accrued income   
  Accrued interest  111 114

  Other  165 64

276 178

Life Insurance Business

       Group goodwill Other 
     Intangible Negative group long-term
EUR m   rights goodwill  expenditures Equipment Total

39  Changes in intangible and tangible assets 
GROUP

   Acquisition cost, 1 Jan. 5 15 11 7 37

    Increase 0  1 1 2

    Decrease  -15  0 -15

   Acquisition cost, 31 Dec. 5 0 12 7 24

   Accumulated depreciation, 1 Jan. -4 -15 -7 -4 -29

    Accumulated depreciation on

     decreases and appropriations  15   15

    Depreciation for the fi nancial period 0  -2 -1 -3

Accumulated depreciation, 31 Dec. -4 0 -9 -5 -18

   Book value, 31.Dec. 1 0 3 2 6

Capital employed in properties occupied for other than own activity by net income %
   Net income % Capital 
    employed 1)

   Negative 17

   0 - 3 34

    3 - 5 14

   5 - 7 0

   over 7 -

   Total 65

1) The capital employed is the depreciated cost of an asset which, in case of shares in property companies,
is added by Group’s share of liabilities relating to equity shares in these companies and/or share of debts 
of these companies.

2) The net income% is a proportion of the net income to the capital employed and has been calculated by property.
3) The unlet space% is a proportion of the unlet spaces to all spaces which can be let out. Unlet spaces are spaces

which can be let out, but which yield no rental income on the balance sheet date based on a lease.
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     Remaining   Remaining
     acquisition cost Book value Fair value acquisition cost Book value Fair value
EUR m   2003 2003 2003 2002 2002 2002

40  Fair value and valuation difference on investments
Investments in land and buildings

   Land and buildings 307 316 346 325 333 360

   Shares in property companies, associated 2 2 2 2 2 3

   Other shares in property companies 8 8 8 9 9 9

   Loans to associated undertakings 0 0 0 0 0 0

317 325 356 336 344 371

Investments in Group undertakings

   Bonds 2 2 2 2 2 2

   Other debt securities 149 149 149 164 164 164

151 151 151 166 166 166

Investments in associated undertakings

   Shares and participations 3 3 5 1 1 2

     3 3 5 1 1 2

Other investments

   Shares and participations 1,649 1,649 1,900 1,434 1,434 1,571

   Bonds 1,745 1,745 1,791 1,505 1,505 1,571

   Other debt securities 1,204 1,204 1,204 1,407 1,407 1,408

   Loans guaranteed by mortgages - - - 0 0 0

   Other loans 0 0 0 0 0 0

   Deposits with credit institutions 49 49 49 71 71 71

     4,647 4,647 4,945 4,418 4,418 4,620

Deposits with ceding undertakings 27 27 27 31 31 31

     5,145 5,154 5,485 4,953 4,961 5,191

The remaining acquisition cost of debt

securities comprises:

   Amortised premiums and discounts have been added to (+)

    or deducted from interest income (-) 40   33

   Income from index-linked loans 0   -

     40   33

Book value comprises

   Unrealised gains included in income  8   8

   Other revaluations  1   1

      9   9

Valuation difference (difference between fair value and book value)  331   230



93Sampo Annual Report 2003

Life Insurance Business

Land and buildings Loans to
and shares in associated 

EUR m property companies undertakings

41  Changes in investments in land and buildings
  Acquisition cost, 1 Jan.  408 0

   Increase  9

   Decrease  -22 0

Acquisition cost, 31 Dec.  395 0

   Accumulated depreciation, 1 Jan.  -46

   Accumulated depreciation on decreases and appropriations  3

   Depreciation for the fi nancial period  -7

Accumulated depreciation, 31 Dec.  -51 -

  Value adjustments on investments, 1 Jan.  -29

   Value adjustments for the fi nancial year  -1

   Value readjustments  1

Value adjustments on investments, 31 Dec. -29 -

  Revaluations, 1 Jan.  11

   Decrease  -1

Revaluations, 31 Dec.  10 -

  Book value, 31 Dec.  325 0

EUR m     2003 2002

LAND AND BUILDINGS OCCUPIED FOR OWN ACTIVITIES

  Remaining acquisition cost  20 17

  Book value  20 18

  Fair value  20 24
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      Holding Book value Current value
     No. of shares % EURm EURm

42  Shares and participations in other than subsidiaries and associated companies
Listed companies

   Investment

    Norvestia plc  682,746 13.37 8 10

Transport

    Finnlines plc  471,625 2.36 10 14

Trade

    Kesko plc  1,044,930 1.15 13 14

Other services

    Jaakko Pöyry Group plc  280,000 2.00 3 6

    Lassila & Tikanoja plc  904,683 5.72 10 25

    YIT-Yhtymä plc  2,667,780 8.74 34 72

Metal and engineering

    Fiskars plc  815,948 1.47 7 8

    Outokumpu plc  798,256 0.45 8 9

    Wärtsilä plc  2,794,734 4.69 41 42

Forest industry

    Stora Enso Oyj  6,493,889 0.75 64 70

Multi-business

    Aspo plc  862,826 10.09 4 11

   Energy

    Fortum plc  1,030,000 0.12 5 8

Food industry

    Chips plc  387,675 2.22 3 6

    HK Ruokatalo plc  1,714,515 6.79 6 11

    Lännen Tehtaat plc  519,850 8.49 5 6

Telecommunication and electronics

    Aspocomp Group plc  1,313,376 13.08 15 15

    Elisa Communications plc  4,000,000 2.90 40 42

    Nokia plc  2,988,124 0.06 39 41

    Okmetic plc  872,250 5.17 3 3

    Tecnomen plc  3,083,400 5.31 4 4

    Teleste plc  1,624,200 9.39 6 9

    Vaisala plc  766,650 4.39 10 18

Chemicals

    Kemira plc  4,758,800 3.89 39 44

    Orion plc  373,716 0.55 6 6

    Uponor plc  2,804,985 7.50 45 68

Media and publishing

    Alma Media plc  719,143 4.57 17 19

    Sanoma-WSOY plc  2,071,217 1.29 16 34

Other industries

    Suominen Group plc  1,461,124 6.16 5 10

    Tamfelt plc  619,564 3.40 5 9

I List

    Menire plc  4,289,436 12.28 1 1

   Total    472 636

   Other listed companies    13 14

   Listed companies in total    485 650
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Other companies

   Ahlström plc  382,800 1.05 5 5

   Consolis plc  1,229,430 9.80 19 19

Unit trusts

   Erikoissijoitusrahasto 3C Alpha  366,596 - 38 40

   Erikoissijoitusrahasto 3C Edge Kasvu  100,000 - 10 10

   Erikoissijoitusrahasto 3C Macro Kasvu  105,798 - 10 10

   Mandatum Emerging Asia Kasvu  6,099,220 - 104 118

   Mandatum Europe Enhanced Index  31,987,434 - 32 35

   Mandatum Itä-Eurooppa Kasvu  5,805,880 - 6 8

   Mandatum Korko Konvergenssi Kasvu  36,430,418 - 42 43

   Mandatum North America Enhanced Index  46,471,267 - 47 47

   Mandatum Omega Kasvu  1,347,343 - 30 30

   Mandatum Osake Konvergenssi  Kasvu  5,795,698 - 5 5

   Mandatum US Bond Kasvu  101,709,000 - 88 88

   Mandatum US Small Cap Value Kasvu  37,264,206 - 38 42

   Sampo Aasia Osake Kasvu  322,673,529 - 33 33

Capital trusts

   Fenno rahasto Ky   - 9 10

   Finnmezzanine rahasto III A Ky   - 6 7

   Finnventure rahasto V Ky   - 11 11

   First European Fund Investments UK L.P.   - 8 8

   Nordic Mezzanine Fund 1 Ltd   - 4 8

   Total    546 577

   Other shares and participations    32 33

Domestic shares and participations in total    1,063 1,260

Holdings exceeding EUR 5 million (fair value) and holdings in listed companies exceeding fi ve per cent specifi ed.

        Book Fair
      No. of Holding  value value
     Country shares % EUR m EUR m

FOREIGN SHARES AND PARTICIPATIONS

Listed companies

   Consumer, non-cyclical

    Food industry

     Cloetta Fazer Ab Sweden 2,349,625 9.79 44 44

Communication

    Telecommunication

     TeliaSonera AB Sweden 1,935,024 0.04 8 8

Financial

    Insurance

     Försäkringsaktiebolaget

      Skandia (public) Sweden 7,487,500 0.73 17 22

  Total     69 73

Other listed companies    5 6

Listed companies in total    75 79

Other companies

     Bravida ASA Norway 210,106 11.27 10 10

      Holding Book value Fair value
     No. of shares % EUR m EUR m
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   APS Japan Growth Fund Singapore 150,000 - 8 8

   BBL Baltic States Cap Fund Luxembourg 12,763 - 5 11

   Blackrock Global High Yield Fund Ireland 1,973,594 - 187 189

   Key International Trust Fund Cayman Islands 520 - 23 23

   Nektar Hedge Fund Sweden 55,032 - 7 12

   New Providence Fund Ltd Bahamas 48,552 - 10 10

   Prosperity Cub Fund Cayman Islands 350,000 - 4 19

   RMF top fi ve II Bahamas 20,000 - 16 16

   RMF Commodity Strategies (Class SOE1) Bahamas 14,787 - 12 12

   RMF Relative Value Strategies F Bahamas 12,243 - 14 14

   Russian Prosperity Fund A Cayman Islands 366,688 - 5 16

   Trigon Central and Eastern European Fund Estonia 673,504 - 5 5

   Zenit Hedge Fund Sweden 1,894 - 7 8

Capital trusts

   Access Capital L.P. UK - - 35 35

   Behrman Capital III L.P. United States - - 6 6

   Duke Street Capital IV UK L.P. UK - - 10 11

   Duke Street Capital V Limited UK - - 6 6

   EQT Northern Europe UK No. I L.P. UK - - 13 13

   EQT Scandinavia II Netherlands - - 8 10

   Industri Kapital 1997 L.P. UK - - 5 7

   Industri Kapital 2000 Fund UK - - 7 8

   Investor Capital Partners - Asia Fund L.P. Bermuda - - 5 5

   Permira Europe II L.P.2 UK - - 8 8

   Unicapital Investments II Luxembourg - - 7 7

   Total    423 470

Other shares and participations    88 90

Foreign shares and participations in total    586 639

Holdings exceeding EUR 5 million (fair value) specifi ed.

        Book Fair
      No. of Holding  value value
     Country shares % EUR m EUR m
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       Debt securities
       issued by and Shares in
       loans to Group associated
EUR m     undertakings undertakings

43  Investments in group undertakings and associated undertakings
  Acquisition cost, 1 Jan.  166 2

   Change in Group structure  337 1

   Transfers between items  -352 0

Acquisition cost, 31 Dec.  151 3

  Accumulated adjustment arising from associated undertakings   0

  Accumulated depreciation, 1 Jan.   -1

   Change in Group structure 

   Depreciation for the period

  Accumlated depreciation, 31 Dec.  - -1

  Value adjustments on investments, 1 Jan.  

   Value adjustments on investments for the fi nancial period

  Value adjustments on investments, 31 Dec.  - -

  Book value, 31 Dec.  151 3

EUR m     2003 2002

  Group goodwill pertaining to associated undertakings

  Group goodwill, 31 Dec.  - -

EUR m     2003 2002

44  Other loans by security
  Bank guarantee  - -

  Guarantee items  - -

  Insurance policy  0 0

  Other security  - -

  Total of secured loans  0 0

  Total of non-secured loans  - -

Total of other loans  0 0

      2003 2003 2002 2002
      Original Fair value Original Fair value
EUR m    acquisition cost (=book value) acquisition cost (=book value)

45  Investments covering unit-linked insurance
   Shares and participations  636 590 450 360

   Debt securities  12 12 11 10

   Deposits and other investments  1 1 0 0

      650 603 462 370

   Investments acquired in advance  - - - -

Investments pertaining to unit-linked insurances,

   corresponding to technical provisions  650 603 462 370

EUR m      2003 2002

46  Derivative contracts shown on the balance sheet
   Other debtors    6 4

   Other creditors    1 9
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       Parent Parent
     Group  Group Company Company
EUR m   2003  2002 2003 2002

47  Loans and advances to central banks included in loans and advances to credit institutions
   Loans and advances to credit institutions  55 51 55 50

    of which to central banks  - - - -

48  Loans and advances to customers
Loans and advances to customers by geographical area

   Finland  4 13 4 13

   Other countries  - - - -

      4 13 4 13

Loans and advances to customers per category of borrower

   Corporations  2 11 2 11

    Manufacturing   2 - 2 -

    Property  - - - -

    Other  0 11 0 11

   Financial and insurance institutions  2 2 2 2

   Households  - 0 - 0

   Foreign  - - - -

      4 13 4 13

49  Assets acquired in settlement of unpaid loans and those acquired in connection with the
   reorganisation of a customer’s business operations
Book value of assets pledged as collateral security and

acquired by the Bank in settlement of unpaid loans

   Properties and shares and participations in

   property companies  - - - -

Shares and participations acquired in connection with the

reorganisation of a customer’s business operations  - 0 - 0

50  Subordinated loans
   Loans and advances to customers  4 4 4 4

   Debt securities  17 38 17 38

   Total  21 42 21 42

    Amounts include    

       due from Group undertakings  19 37 19 37

       due from associated undertakings  - - - -

51  Debt securities
Book value

    Debt securities  121 42 121 42

For trading purposes

    Listed  - - - -

    Other  121 42 121 42

Debt securites by type

    Commercial paper  99 - 99 -

    Convertible bonds  4 3 4 3

    Other bonds and notes  17 38 17 38

For trading purposes

   Differences between the market value and the

   lower book value of securities  0 0 0 0
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       Parent Parent
     Group  Group Company Company
EUR m   2003  2002 2003 2002

52  Shares and participations
Book value of shares and participations, total  214 169 214 170

Held for trading purposes

    Listed  144 95 144 95

    Unlisted  54 64 53 64

      197 159 197 159

Held as fi nancial fi xed assets

    Unlisted  17 10 17 11

   Difference between the market value and the

   lower book value of the securities

    Held for trading purposes  53 17 53 17

Shares and participations in associated undertakings

    Other than credit institutions  789 713 317 317

 Shares and participations in Group undertakings

    Credit institutions  - - 1,463 1,454

    Other  - - 624 573

    - - 2,087 2,026

       Land and buildings, Equipment
       shares and and other
      Shares and participations tangible
EUR m    participations in property companies assets

53  Movements in shares and participations held as fi nancial fi xed assets and in tangible assets
Group

   Cost at beginning of year  719 218 13

    Acquisitions + 82 8 0

    Disposals - -4 -47 -1

    Depreciation according to plan for the year -  -2 -1

    Write-downs/write-backs for the year +/-  5

    Accumulated deductions of depreciation -  0

    Accumulated depreciation at beginning of year -  -5 -4

    Deductions of accumulated write-downs -

    Accumulated write-downs at beginning of year - -9 -20

Book value, 31 Dec.  789 157 6

Parent Company

   Cost at beginning of year 2,460 223 12

    Acquisitions + 71 8 0

    Disposals - -5 -43 -1

    Depreciation according to plan for the year -  -2 -1

    Write-downs/write-backs for the year +/-

    Accumulated deductions of depreciation -  0

    Accumulated depreciation at beginning of year -  -5 -4

    Deductions of accumulated write-downs -

    Accumulated write-downs at beginning of year - -106 -25

Book value, 31 Dec.  2,421 156 6
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       Parent Parent
     Group  Group Company Company
EUR m   2003  2002 2003 2002

54  Intangible assets
   Group goodwill  218 233 - -

   Other intangible assets  30 33 31 34

      248 266 31 34

        Parent Parent Parent
     Group Group Group Company Company Company
     Book Capital Current  Book Capital Current  
EUR m   value  employed  value*)  value  employed  value*)

55  Properties and shares in property companies
Land and buildings

   Occupied for own activities 15 15 - 15 15 -

   Other 80 80 76 68 68 64

     95 95 76 83 83 64

Shares and participations in property companies

   Occupied for own activities 12 13 - 12 13 -

   Other 49 56 57 60 70 69

     61 69 57 72 83 69
*) Properties and shares in property companies occupied for other than own activities 31 December 2003

Properties and shares in property companies occupied for other than own activities 31 December 2003
Group Group Parent Parent Parent

Capital Net Group Parent Company  Company Company
     Group  employed income Unlet Company Capital   Net Unlet
     Area  1)  2) space3) Area employed 1) income 2) space3)

m2 EURm  %  % m2 EURm  %  %

By activity

   Housing 814 1 8.7 0.0 814 1 5.1 0.0

   Business and offi ce property 115,633 91 7.1 2.9 115,633 93 7.0 2.7

   Industrial property 4,810 4 4.9 28.8 4,810 4 4.9 28.8

   Water areas and agricultural

   and forest land 0 18 0.0 0.0 0 18 0.0 0.0

   Buildings under construction 1,311 15 0.6 0.0 1,311 15 0.6 0.0

   Other domestic property 508 7 0.2 0.0 508 7 0.2 0.0

   Foreign property 0 0 0.0 0.0 0 0 0.0 0.0

Total 123,076 136 4.9 3.9 123,076 138 4.9 3.9

   Property for letting

   under fi nance leases 0 0 0.0 0.0 0 0 0.0 0.0

   Total 123,076 136 4.9 3.9 123,076 138 4.9 3.9

Capital employed in properties occupied for other than own activity by net income, %
 Net Income Capital Net income Capital
 % employed 1) % employed 1)

 Negative 15 Negative 15

 0 - 3 32 0 - 3 32

 3 - 5 19 3 - 5 19

 5 - 7 14 5 - 7 14

 over 7 55 over 7 57

 Total 136 Total 138

1) The capital employed is the depreciated cost of an asset which, in case of shares in property companies, is added
by Group’s share of liabilities relating to equity shares in these companies and/or share of debts of these companies.

2) The net income % is a proportion of the net income to the capital employed and has been calculated by property.
3) The unlet space % is a proportion of the unlet space to all spaces which can be let out. Unlet spaces are spaces 

which can be let out, but which yield no rental income based on a lease on the balance sheet date.
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       Parent Parent
     Group  Group Company Company
EUR m   2003 2003 2002 2002
002

56  Other assets
   Other assets  20 21 20 21

57  Prepayments and accrued income
   Accrued interest 0 0 0 0

   Other 2 22 2 22

2 22 2 22

EUR m   

58  Movements in consolidated capital and reserves 1 Jan. - 31 Dec. 2003
   Share capital, 1 Jan.    94

    Disposals    0

        93

   Share premium account, 1 Jan.    969

    Acquisitions    2

971

   Reserves    370

   Preferred capital notes, 1 Jan. = 31 Dec.    10

   Distributable reserves    850

   Profi t brought forward 1 Jan.    568

    For dividend distribution    -194

    Expiration of dividends for 1997    1

    Exchange rate translation differences    -6

      368

   Profi t for the fi nancial year    354

 Total    3,016

   DISTRIBUTABLE PROFIT AT 31 DECEMBER 2003

   Profi t for the fi nancial year    354

   + Distributable reserves    850

   + Profi t brought forward    368

   - Undistributable items    -77

   Distributable profi t in total    1,495

Capital and Reserves
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EUR m     2003 2002

59  Preferred capital notes 31 December 2003
   Euro-denominated loans   10 10

At the end of the fi nancial year, EUR 10 million of the preferred capital notes issued in 1998 by Sampo Bank were 
outstanding. The loan totalled EUR 94 million, of which Leonia Corporate Bank had subscribed for EUR 84 million
when it merged with Sampo Bank on 31 December 2000. The notes bear interest at the Helibor 12-month rate 
plus 100 basis points for 5 years, and thereafter the Helibor 12-month rate plus 225 basis points. The interest
on the loan can be paid only from the distributable capital. The interest is paid annually in arrears. The loan is
undated and is repayable, with the consent of the Finnish Financial Supervisory Authority, 5 years after the date
of issue. The preferred capital notes are included in the Tier 1 capital of the Bank. The name of Leonia Bank plc
was changed to Sampo Bank plc on 21 February 2001.

EUR m   

60  Movements in parent company capital and reserves 1 Jan. - 31 Dec. 2003
   Share capital, 1 Jan.    94

    Share subscription    0

    Cancellation of own shares    0

        94

   Share premium account, 1 Jan.    969

    Share subscription    2

    Cancellation of own shares    0

971

   Reserve, 1 Jan. = 31 Dec.    366

   Distributable reserves    788

   Profi t brought forward, 1 Jan.    214

    For dividend distribution    -194

    Expiration of dividends for 1997    1

21

   Profi t for the fi nancial year    295

 Total    2,535

   DISTRIBUTABLE PROFIT AT 31 DECEMBER 2003  

   Profi t for the fi nancial year    295

   + Distributable reserves    788

   + Profi t brought forward    21

   Total distributable profi t    1,104

Information about Sampo’s shares and shareholders is presented in the Annual Report, pages 30-32.
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61  Unamortised discounts and premiums on liabilities
Discounts

   Debt securities in issue   88 89

   Subordinated liabilities   0 0

       88 89

Premiums

   Debt securities in issue   1 2

   Subordinated liabilities   0 0

       1 2

62  Debt securities in issue
Book value at end of year

   Certifi cates of deposit   2,378 2,233

   Bonds and notes   1,888 2,066

   Other   - -

 4,265 4,299

63  Other liabilities
   Items in transit   324 268

   Derivative contracts   424 277

   Other   195 131

944 676

64  Accruals and deferred income
   Deferred interest   168 174

   Other   93 73

261 247

65  Subordinated liabilities
   Subordinated liabilities with a book value more than

   10% of the total amount of such liabilities   315 282

   Other subordinated liabilities   35 37

   Total   350 319

    of which amount of perpetuals   83 100

   Due to Group undertakings   - -

   Due to associated undertakings   - -

   Issuer Amount Currency Interest Due date

   Sampo Bank plc 1) 32 EUR 3.74 21 Dec. 2011

   Sampo Bank plc 2) 150 EUR 3.63 14 June 2007

   Sampo Bank plc 3) 83 USD 2.60 perpetual

   Sampo Bank plc 4) 50 EUR 2.67 16 Dec. 2013

     315

1)  Repayable on interest payment date December year 2006.
2)  Repayable on due date.
3)  Repayable on any interest payment date.
4)  Repayable on interest payment date December year 2008.

Banking and Investment Services
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EUR m     2003 2002

66  Maturity analysis of assets and liabilities, by remaining maturity
Assets

Less than 3 months   2,709 3,574

    Treasury bills and other eligible bills   461 329

    Loans and advances to credit institutions   133 478

    Loans and advances to customers   1,997 1,868

    Debt securities   119 900

3 - 12 months   2,221 2,082

    Treasury bills and other eligible bills   183 66

    Loans and advances to credit institutions   105 71

    Loans and advances to customers   1,778 1,743

    Debt securities   155 202

1 - 5 years   6,099 5,237

    Treasury bills and other eligible bills   406 75

    Loans and advances to credit institutions   237 390

    Loans and advances to customers   5,270 4,600

    Debt securities   185 172

Over 5 years   5,296 4,965

    Treasury bills and other eligible bills   241 551

    Loans and advances to credit institutions   4 6

    Loans and advances to customers   4,863 4,280

    Debt securities   189 128

Liabilities

Less than 3 months   11,932 12,688

    Liabilities to credit institutions and central banks   178 395

    Liabilities to customers   9,982 10,234

    Debt securities in issue   1,772 2,059

3 - 12 months   1,664 1,065

    Liabilities to credit institutions and central banks   93 80

    Liabilities to customers   298 325

    Debt securities in issue   1,273 660

1 - 5 years   1,364 1,702

    Liabilities to credit institutions and central banks   70 17

    Liabilities to customers   120 152

    Debt securities in issue   1,175 1,533

Over 5 years   98 144

    Liabilities to credit institutions and central banks   41 70

    Liabilities to customers   12 28

    Debt securities in issue   45 47



105Sampo Annual Report 2003

Banking and Investment Services

      Other   Other
     Euro  Currencies Euro Currencies
EUR m   2003 2003 2002 2002

67  Assets and liabilities denominated in domestic and foreign currencies
   Assets

   Treasury bills and other eligible bills 1,290 - 1,017 5

   Loans and advances to credit institutions 193 286 674 270

   Loans and advances to customers 13,048 860 11,127 1,363

   Debt securities 546 103 1,269 133

   Other assets 1,434 480 2,192 408

   Total 16,511 1,727 16,279 2,180

   Liabilities

   Liabilities to credit institutions and central banks 130 251 102 460

   Liabilities to customers 9,792 621 10,136 602

   Debt securities in issue 3,649 617 3,526 773

   Subordinated liabilities 267 83 218 100

   Other liabilities 772 433 551 368

   Total 14,610 2,004 14,534 2,303

EUR m     2003 2002

68  Deferred tax
Deferred tax liabilities

   Arising from appropriations   29 29

Deferred tax assets

   Included in the Group undertaking’s balance sheets   27 25

69  Assets pledged as collateral security and secured liabilities as well as other assets 
   pledged on behalf of the company and other group undertakings
Assets pledged as collateral security

   Pledges   1,134 1,062

Secured liabilities and commitments

   Debt securities in issue   - -

   Other liabilities   21 20

   Off-balance sheet items   447 486

   Other commitments

    Intra-day overdraft limit of the Bank of Finland’s 

    settlement account   800 700

    Other   652 657

Assets sold under agreements to repurchase

   Debt securities   7 10

70  Pension liabilities
   The basic and supplementary pensions of the staff in the domestic Group companies have been arranged with

   insurances, while those in foreign subsidiary companies have been arranged according to the local practice.
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EUR m     2003 2002

71  Rental commitments
   The rental payments in 2004   16 13

   The rental payments after year 2004   106 84

       122 97

72  Off-balance sheet items
Guarantees and assets pledged as collateral security   1,911 1,739

   on behalf of Group undertakings   - -

   on behalf of associated undertakings   0 0

   Sale and option to resell transactions   0 0

   Undrawn loans, overdraft facilities and commitments to lend   3,463 3,079

   to Group companies   - -

   to associated undertakings   - 1

   Other commitments   3 3

   of which to or on behalf of Group undertakings   - -

   of which to or on behalf of associated undertakings   1 1

   Total   5,378 4,821

   of which to or on behalf of Group undertakings   - -

   of which to or on behalf of associated undertakings   1 2
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     2003 2003 2002 2002
     For hedging  For hedging 
EUR m   purposes  Other purposes  Other

73  Derivative contracts
   Interest rate contracts

    Futures and forward rate agreements - 2,041 - 333

    Options

     Purchased *) - 1,957 - 3,240

     Written *) - 2,518 - 12,179

    Interest rate swaps 1,493 5,676 2,097 3,344

    Total 1,493 12,191 2,097 19,096

   Exchange rate contracts

    Futures and forward exchange - 9,108 8 8,457

    Options

     Purchased *) 16 31 52 46

     Written *) 16 8 52 22

    Interest rate and cross currency swaps 785 202 1,028 292

    Total 817 9,349 1,141 8,817

   Equity contracts

    Futures and forwards - - - 1

    Options    

     Purchased *) 73 105 73 44

     Written *) 73 101 73 44

    Other equity contracts 73 - 73 -

    Total 220 206 220 89

   Commodity derivatives

    Commodity forwards - 96 - -

     Credit equivalent Risk weighted Credit equivalent Risk weighted
     Amount of Amount of Amount of Amount of
     contracts contracts contracts contracts

Interest rate contracts 23 10 55 16

Exchange rate contracts 158 71 121 56

Equity contracts 22 5 12 3

Commodity contracts 11 5 - -

Contracts settled on a net basis **) 253 53 217 47

Other contracts - - - -

*) Options for hedging purposes are embedded options attached to funding and derivatives hedging funding.
The values of underlying instruments are included both in purchased and written options and in items interest
rate swaps, interest rate and cross currency swaps and other equity contracts. No separate credit equivalent amounts
have been calculated for embedded options attached to derivative contracts, but the market values of the embedded op-
tions are included in the credit equivalent amounts of those contracts.
**) The netting is based on a blanket agreement between ISDA and The Finnish Bankers`association
The comparative fi gures have been restated to refl ect the new method.

Derivate contracts between business areas have not been eliminated.
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74  Asset management services
   Asset managemet services supplied

    Asset management services based on an agreement between the customer and the company

    Mutual fund services

    Securities custody services

EUR m     2003 2002

75  Technical provisions
PROVISION FOR UNEARNED PREMIUMS

   Deferred insurance policy acquisition costs deducted from the life insurance premium reserve

   Life insurance   1 3

   Pension insurance   1 2

       1 5

PROVISION FOR CLAIMS OUTSTANDING

   Technical provisions for unit-linked insurance

    Technical provisions

        Provision for unearned premiums   607 372

        Provision for claims outstanding   0 0

   Reinsurers’ share   0 0

Total   607 372

76  Long-term liabilities (5 years or longer)
   Amounts owed to credit institutions   0 0

77  Deferred tax
Deferred tax liablities

   Arising from appropriations   4 4

   Arising from consolidation procedure   - 0

4 4

Deferred tax assets

   Arising from consolidation procedure   - 0

   Included in the Group undertaking’s balance sheets   4 3

4 4

Life Insurance Business
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Life Insurance Business

EUR m     2003 2002

78 Contingent liabilities, pledged assets and derivatives
  Mortgages for own loans   1 1

  Amount of the above loans   0 0

  Pledges against own liabilities   10 10

  Amount of the above liabilities   0 1

  Pledges against own trading in derivatives   - -

  Collateral against own foreign reinsurance liabilities   17 20

  Countersecurities   9 10

  Own investment liabilities   208 243

     

  VAT deductions    

   From new construction and property refurbishments during 1998-2002/1997-2001  16 19

  Derivative contracts    

   Interest rate contracts    

    Interest rate swaps underlying instruments  481 78

       For other purposes fair value  3 -

   Options  

    Purchased  

       For other purposes underlying instruments  282 60

     fair value  - -

    Written  

       For other purposes underlying instruments  390 120

     fair value  1 0

   Exchange rate contracts    

    Futures and forward exchange, open underlying instruments  230 233

       For hedging purposes current value  12 4

     

    Futures and forward exchange, open underlying instruments  357 164

       For other purposes current value  25 7

    Futures and forward exchange, fi xed underlying instruments  152 22

       For other purposes fair value  - -

    Options  

       Purchased  

           For other purposes underlying instruments  364 315

     fair value  12 7

    Written  

       For other purposes underlying instruments  499 602

     fair value  2 3

    Fixed underlying instruments  168 -

       For other purposes fair value  - -

    Commodity index underlying instruments  40 10

        fair value  - -
The currenct values of option contracts include received and paid premiums. Negative valuation differences of derivative
contracts made for other than  hedging purposes have been charged to the Profi t and Loss Account (fair value = 0).
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Holding Business

       Parent Parent
     Group Group  Company Company
EUR m   2003 2002 2003 2002

79  Unamortised discounts and premiums on liabilities  
Discounts

    Liabilities to credit institutions and central banks - - - -

    Liabilities to customers - - - -

    Debt securities in issue 2 2 2 2

    Subordinated liabilities - - - -

     2 2 2 2

80  Debt securities in issue  
   Book value at end of year 

    Commercial paper 313 342 313 342

81  Other liabilities  
   Derivative contracts 1 1 1 1

   Other 44 57 44 38

     45 58 45 39

82 Accruals and deferred income  
  Deferred interest 1 0 1 0

  Other 15 13 15 13

     16 14 16 14
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Holding Business

     Group Group  Company Company
EUR m   2003 2002 2003 2002

83  Maturity analysis of assets and liabilities, by remaining maturity 
   Assets 179 105 179 105

Less than 3 months 55 51 55 50

    Loans and advances to credit institutions 

     Repayable on demand 15 46 15 45

     Other 40 5 40 5

    Loans and advances to customers - 0 - 0

3–12 months 100 0 100 0

    Loans and advances to customers 0 0 0 0

    Debt securities 99 - 99 -

1–5 years 23 9 23 9

    Loans and advances to customers 2 4 2 4

    Debt securities 21 4 21 4

Over 5 years 2 45 2 45

    Loans and advances to customers 2 8 2 8

    Debt securities - 37 - 37

Liabilities 424 418 418 412

Less than 3 months 166 304 166 304

    Liabilities to credit institutions and central banks - 70 - 70

    Liabilities to customers - - - -

    Debt securities in issue 166 234 166 234

3–12 months 147 107 147 107

    Liabilities to customers - - - -

    Debt securities in issue 147 107 147 107

1–5 years 52 7 46 -

    Liabilities to customers 46 - 46 -

    Liabilities to credit institutions and central banks 6 7 - -

Over 5 years 59 - 59 -

    Liabilities to customers 59 - 59 -
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Holding Business

      Other  Other
     Euro  currencies Euro currencies
EURm   2003 2003 2002 2002

84  Assets and liabilities denominated in domestic and foreign currencies
Group

Assets

   Loans and advances to credit institutions 55 0 50 1

   Loans and advances to customers 4 - 13 -

   Debt securities 121 - 41 0

   Other assets 1,436 - 1,409 -

   Total 1,616 0 1,513 1

Liabilities

   Liabilities to credit institutions and central banks 6 - 77 -

   Liabilities to customers 105 - - -

   Debt securities in issue 313 - 342 -

   Other liabilities 61 - 72 -

   Total 485 - 490 -

Parent Company 

  Assets 

   Loans and advances to credit institutions 55 0 50 1

   Loans and advances to customers 4 - 13 -

   Debt securities 121 - 41 0

   Other assets 2,226 610 2,260 532

   Total 2,405 610 2,364 533

Liabilities

   Liabilities to credit institutions and central banks - - 70 -

   Liabilities to customers 105 - - -

   Debt securities in issue 313 - 342 -

   Other liabilities 60 1 52 0

   Total 478 1 464 0

       Parent Parent
     Group Group Company Company
EUR m   2003 2002 2003 2002

85  Deferred tax
   Deferred tax liabilities 

    Arising from appropriations 0 0 0 -

    Arising from consolidation procedures 116 116 - -

     116 116 0 -

   Deferred tax assets 

    Arising from appropriations 4 0 4 0

    Arising from consolidation procedures 1 2 - -

     4 2 4 0

   Income taxes 

    On ordinary activities 118 112 118 112

    On extraordinary items - -28 - -28

     118 84 118 84
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Holding Business

86  Assets pledged as collateral security and secured liabilities as well as 
   other assets pledged on behalf of the company and other group undertakings 

Assets pledged as collateral security 

    Pledges 6 8 6 8

   Secured liabilities and commitments 

    Other liabilities 0 0 0 0

    Off-balance sheet items 0 1 0 1

     1 1 1 1

87  Pension liabilities
The basic and supplementary pensions of the staff in the domestic Group companies have been arranged through insur-
ance in Varma Mutual Pension Insurance Company and Sampo Life Insurance Company, while those in foreign subsidi-
ary companies have been arranged according to local practice.

88  Off-balance sheet items
Underwriting commitments 25 39 25 39

    to Group companies - - - -

    to associated undertakings - - - -

   Total 25 39 25 39

    of which to or on behalf of Group companies - - - -

    associated undertakings - - - -

89  Other liabilities and contingent liabilities
   Amount of joint liability pertaining to VAT group registration 1 3 2 5

       Parent Parent
     Group Group Company Company
EUR m   2003 2002 2003 2002
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Sampo Group

     2003 2003 2002 2002
     Average Change Average Change

90  Staff numbers
Group

   Full-time staff 5,348 -409 5,757 -787

   Part-time staff 181 -39 220 -33

   Total 5,529 -448 5,977 -820

   of which in banking and investment services 4,471 -276 4,747 -129

    full-time 4,310 -257 4,567 -130

    part-time 161 -19 180 1

   in life insurance  387 -105 492 -296

    full-time 377 -92 469 -294

    part-time 10 -13 23 -2

   in holding company  86 -41 127 -682

    full-time 85 -40 125 -639

    part-time 1 -1 2 -43

   Primasoft Oy 585 -26 611 287

    full-time 576 -20 596 276

    part-time 9 -6 15 11

Parent Company 

   Full-time staff 85 -40 125 -639

   Part-time staff 1 -1 2 -43

   Total 86 -41 127 -682

       Parent  Parent 
     Group Group Company Company
EURm   2003 2002 2003 2002

91  Emoluments of members of administrative and supervisory bodies
    Members and deputy members of the Supervisory Board, 

    Members and deputy members of the Board of Directors/

    Management and President and Executive Vice Presidents 11 10 4 4

    Total 11 10 4 4

    of which performance-related bonuses 2 2 1 1

   Banking and investment services 

    Members and deputy members of the Board of Directors/

    Management and President and Executive Vice Presidents 7 5

   Life insurance 

    Members and deputy members of the Supervisory Board, 

    Members and deputy members of the Board of Directors/

    Management and President and Executive Vice Presidents 1 1

   Holding company 

    Members and deputy members of the Supervisory Board, 

    Members and deputy members of the Board of Directors/

    Management and President and Executive Vice Presidents 4 4

The Managing Director and Deputy Managing Director of Sampo plc have been insured with a supplementary insurance.
The earnings for the positions of trust of the members of the Board of Directors have been insured with a voluntary
pension insurance.
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Sampo Group

     Loans and  Loans and 
      advances Guarantees advances Guarantees
EUR m   2003 2003 2002 2002

92  Loans and advances to and guarantees on behalf 
   of members of administrative and supervisory bodies
Group

   Members and deputy members of the Supervisory Board, 

   Members and deputy members of the Board of Directors/

   Management and President and Executive Vice Presidents 19 - 10 -

   Auditors - - - -

   Total 19 - 10 -

   of which from

    banking and investment services 10 - 8 -

    life insurance 1 - 0 -

    holding company 9 - 2 -

Parent Company 

   Members and deputy members of the Supervisory Board, 

   Members and deputy members of the Board of Directors/

   Management and President and Executive Vice Presidents 8 - 1 -

   Auditors - - - -

   Total 8 - 1 -

The interest on loans to members of administrative and supervisory bodies is at least as high as on the staff loans re-
ferred to in the Income and Capital Tax Act, section 67, so that the interest benefi t will not be available for taxation.
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Sampo Group

           Profi t/loss
         Book value  for the
        Parent of shares Capital and fi nancial
      Domicile/ Group company  in the Group reserves  year
Name of company Ref. No country  holding % *)  holding % *) EUR m EUR m EUR m

93  Group subsidiaries
Banking

   Sampo Credit plc 1 Helsinki Finland 100.00 100.00 621

   Sampo Bank plc 1 Helsinki Finland 100.00 100.00 787

   Housing Loan Bank

   of Finland plc 1 Helsinki Finland 100.00 - 6

   AS Sampo Pank 1 Tallinn Estonia 100.00 100.00 30

   UAB Sampo bankas 1 Vilnius Lithuania 100.00 100.00 25

Financing

   MB Mezzanine Fund II Ky 1, 7 Helsinki Finland 62.50 - 23

   Sampo Finance Ltd 1 Helsinki Finland 100.00 - 25

Investment services

   3C Asset Management Ltd 1 Helsinki Finland 55.61 55.61 1

   Mandatum & Co Ltd 1 Helsinki Finland 80.00 80.00 1

   Mandatum Asset 

   Management Ltd 1 Helsinki Finland 100.00 100.00 6

   Mandatum Stockbrokers Ltd 1 Helsinki Finland 80.75 80.75 1

   Mandatum Private 

   Equity Funds Ltd 1 Helsinki Finland 100.00 100.00 1

   MB Equity Partners Oy 1 Helsinki Finland (60,00) 40.00 - 0

   Sampo Fund Management Ltd 1 Helsinki Finland 100.00 100.00 6

   Sampo Powszechne Towarzystwo

   Emeryltalne S.A. 1 Warsaw Poland 100.00 100.00 97

Life insurance

   Sampo Life Insurance 

   Company Limited 1, 7 Helsinki Finland 100.00 96.12 483

   AS Sampo Eesti Elukindlustus 1 Tallinn Estonia 100.00 100.00 2

   UAB Sampo Lietuva

   Gyvbes Draudimas 1 Vilnius Lithuania 100.00 100.00 3

   AAS Sampo Latvija Dziviba 1 Riga Latvia 100.00 100.00 4

   Sampo Towarzystwo

   Ubezpieczen na Zycie S.A. 1 Warsaw Poland 100.00 100.00 44

Property companies

   Kiinteistö Oy Hervannan 

   Tieteenkatu 1 1 Tampere Finland 100.00 100.00 8

   Kiinteistö Oy 

   Kirkkonummen Prisma 1 Helsinki Finland 100.00 - 0

   Kiinteistö Oy Salon

   Meriniitty Oy 1 Salo Finland 100.00 - 2

   Kiinteistö Oy Salon

   Örninkatu 15 1 Salo Finland 100,00 - 12

   Kiinteistö Oy

   Teollisuuskatu 29 1 Helsinki Finland 100.00 100.00 14
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Sampo Group

           Profi t/loss
             Book value Capital  for the
        Parent of shares and  fi nancial 
      Domicile Group company  the Group  reserves year
Name of company Ref. No /country holding % holding % EUR m EUR m  EUR m

94   Associated undertakings of the Group
Financing

   Amanda Capital Plc 2 Helsinki Finland 45.41 45.41 16 37 0

   MB Equity Fund Ky 2, 7 Helsinki Finland 32.52 11.63 2 8 0

   MB Equity Fund II Ky 2, 7 Helsinki Finland 18.03 - 6 36 1

   WD Power Management Oy 2, 4 Helsinki Finland 21.74 - 0 0 0

Life insurance

   Industrial Hansa

   Reinsurance Management Ab 2 Stockholm Sweden 50.00 50.00 0 

   Kaleva Mutual 

   Insurance Company 5, 6, 7 Helsinki Finland 50.00 30.00 5 147 1

   Retro Life Insurance

   Company Limited 2 Helsinki, Finland 24,21 - 2 3 0

P&C insurance

   If P&C Holding 2 Stockholm Sweden 38.05 38.05 237 1,871 202

Other

   Automatia Pankkiautomaatit Oy 2 Helsinki Finland 33.33 - 5 21 1

   Dividum Oy  2 Helsinki Finland 32.81 32.81 48 162 11

   Finanssi-Sampo Ltd 2 Helsinki Finland 50.00 50.00 13 21 -1

   Ovenia Oy 2, 7 Helsinki Finland 23,16 18.35 0 1 0

   Tapio Technologies Oy 4 Espoo Finland 20.00 - 0 0 0

   Toimiraha Oy 2 Helsinki Finland 33.33 - 2 4 0

Other shares and participations held as fi nancial fi xed assets

   Eurocard Oy  Helsinki Finland 11.24 - 1 7 *) 2

   Arvi Life Oy  Helsinki Finland 19.90 19.90 1 0 *) 0

   Meridea Financial Software  Helsinki Finland 19.35 19.35 6 2 *) -29

   Other companies, total number 42 **)    8 

*) Based mainly on information from year 2002.
**) If the nominal and book value of shares and participations in a company other than a Group undertaking or partici-
pating interest is less than EUR 168,000 or a smaller amount corresponding to fi ve per cent of the capital and reserves 
shown on the credit institution balance sheet or the Group balance sheet, only the number of such companies and the
combined sum of the book values of the shares and participations owned is notifi ed.

1 Consolidated line by line.
2 Accounted for by the equity method.
3 Excluded from consolidation, balance sheet total less than EUR 10 million.
4 Excluded from the consolidation group.
5 Mutual company, excluded from consolidation.
6 Share of guarantee capital.
7 Figures at group level.

Other

   Realty World Ltd 2, 7 Helsinki Finland 100.00 - 1 2 0

   Satura Oy 1 Helsinki Finland 100.00 100.00 1

   Primasoft Oy 2, 7 Espoo Finland (60.00) 40.00 (30.00) 20.00 1 13 8

*) Share of votes has been announced in brackets if different from the holding.
In addition, a total of 53 property and housing companies have been accounted for in the consolidated accounts. By virtue
of regulations for credit institutions 26 property companies have been excluded from consolidation, the balance sheet
total of which is less than EUR 10 million.

           Profi t/loss
         Book value Capital for the
        Parent of shares  and fi nancial
      Domicile/ Group company  in the Group reserves  year
Name of company Ref. No country  holding % *)  holding % *) EUR m EUR m EUR m
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95  Elimination items in the consolidated balance sheet
ASSETS

Banking and investment services assets

   Loans and advances to customers   -6 -77

   Debt securities   -111 -

   Other assets   -3 -2

   Prepayments and accrued income   -5 -

-125 -79

Life insurance assets

   Investments

    Investments in Group and associated undertakings

     Group undertakings

      Debt securities and loans   -149 -164

    Other investments    

      Deposits   -49 -54

   Debtors

    Other debtors   -1 -3

    Cash at bank and in hand   0 0

   Prepayments and accrued income

    Interest and rents   - 0

         -199 -221

Holding business assets

   Loans and advances to credit institutions   -55 -6

   Loans and advances to customers   -2 -5

   Debt securities    

    From others   -116 -35

   Prepayments and accrued income   0 0

   Other assets   -4 -3

          -178 -49

Total  -502 -348

Sampo Group

CONTINUES



119Sampo Annual Report 2003

Sampo Group

LIABILITIES 

Banking and investment services liabilities

   Liabilities to customers

    Deposits   -20 -12

    Other liabilities   -84 -49

   Debt securities in issue

    Bonds and notes   -249 -164

   Other liabilities   -1 -2

   Accruals and deferred income   0 0

   Subordinated liabilities   -19 -37

-372 -264

Life insurance liabilities

   Creditors    

    Other creditors   -104 -5

   Deferred income   -5 -

-109 -5

Holding business liabilities

   Liabilities to credit institutions and central banks   -6 -77

   Debt securities in issue   -11 -3

   Other liabilities   -3 -

-20 -80

Total   -502 -348

EUR m     2003 2002

Helsinki, 11 February, 2004
SAMPO PLC

Board of Directors

Anne Brunila Tom Berglund Georg Ehrnrooth

Jyrki Juusela                        Paavo Pitkänen                        Christoffer Taxell

Olli-Pekka Kallasvuo Björn Wahlroos
                                                                        Chairman Managing Director
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Auditors’ Report

To the Shareholders of Sampo plc
We have audited the accounting records and the fi nancial statements, as well as the
administration by the Board of Directors and the Managing Director of Sampo plc 
for the fi nancial year 2003. The fi nancial statements, which include the report of the 
Board of Directors, consolidated and parent company income statements, balance
sheets and notes to the fi nancial statements, have been prepared by the Board of
Directors and the Managing Director. Based on our audit we express an opinion on
these fi nancial statements and on the company’s administration.

We have conducted the audit in accordance with Finnish Generally Accepted Audit-
ing Standards. Those standards require that we plan and perform the audit in order
to obtain reasonable assurance about whether the fi nancial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence sup-
porting the amounts and disclosures in the fi nancial statements, assessing the ac-
counting policies used and signifi cant estimates made by the management, as well
as evaluating the overall fi nancial statement presentation. The purpose of our audit
of administration has been to examine that the Board of Directors and the Managing
Director have legally complied with the rules of the Finnish Companies Act.

In our opinion, the fi nal accounts have been prepared in accordance with the Finnish
Accounting Act and other rules and regulations governing the preparation of fi nan-
cial statements in Finland. The fi nancial statements give a true and fair view, as
defi ned in the Accounting Act, of both the consolidated and parent company result
of operations, as well as of the fi nancial position. The fi nancial statements can be
adopted and the members of the Board of Directors and the Managing Director of
the parent company can be discharged from liability for the period audited by us. 
The proposal made by the Board of Directors regarding the disposition of distribut-
able profi t is in compliance with the Finnish Companies Act.

Helsinki, 4 March 2004

ERNST & YOUNG OY
Authorised Public Accountants
Tomi Englund
APA

(Translation of a Finnish original)
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Contact Information

Sampo plc
Visiting address:
Unioninkatu 22, Helsinki
Postal address:
FIN-00075 SAMPO, Finland
Telephone: +358 10 515 15
Fax: +358 10 516 0051
www.sampo.com
E-mail: fi rstname.lastname@sampo.fi 

Sampo Bank plc
Visiting address:
Unioninkatu 22, Helsinki
Postal address:
FIN-00075 SAMPO, Finland
Telephone: +358 10 515 15
Fax: +358 9 654 346
Telephone service for customers: +358 200 2590

The contact information of Sampo Bank´s subsidiaries
can be viewed on the Internet address 
www.sampo.fi /group

Sampo Life Insurance Company Limited
Visiting address:
Bulevardi 56, Helsinki
Postal address:
FIN-00075 SAMPO, Finland
Telephone: +358 10 515 225
Fax: +358 10 516 7454

Sampo Fund Management Ltd
Visiting address:
Bulevardi 10 A, Helsinki
Postal address:
P.O.Box 1396, FIN-00075 SAMPO, Finland
Telephone: +358 10 236 10
Fax: +358 10 236 5050

Sampo Credit plc
Visiting address:
Unioninkatu 22, Helsinki
Postal address:
FIN-00075 SAMPO, Finland
Telephone: +358 10 515 15
Fax: +358 9 654 346

Realty World Ltd
Annankatu 25, FIN-00100 HELSINKI, Finland
Telephone: +358 9 612 2150
Fax: +358 9 6122 1530
www.kiinteistomaailma.fi 

Mandatum Asset Management Ltd 
Visiting address:
Bulevardi 10 A, Helsinki
Postal address:
P.O.Box 152, FIN-00121 HELSINKI, Finland
Telephone: +358 10 236 10
Fax: +358 10 236 5355

Mandatum Private Equity Funds Ltd 
Visiting address:
Bulevardi 10 A, Helsinki
Postal address:
P.O.Box 152, FIN-00121 HELSINKI, Finland
Telephone: +358 10 236 10
Fax: +358 10 236 5350

Mandatum & Co Ltd
Visiting address:
Fabianinkatu 23, Helsinki
Postal address:
P.O.Box 95, FIN-00131 HELSINKI, Finland
Telephone: +358 10 236 5450
Fax: +358 9 177 977

Mandatum Stockbrokers Ltd
Visiting address:
Eteläesplanadi 8, Helsinki
Postal address:
P.O.Box 66, FIN-00131 HELSINKI, Finland
Telephone: +358 10 236 10
Fax: +358 9 651 086

Mandatum Private Bank
Visiting address:
Bulevardi 10, Helsinki
Postal address:
P.O.Box 152, FIN-00121 HELSINKI, Finland
Telephone: +358 10 236 10
Fax: +358 10 236 5099

3C Asset Management Ltd
Visiting address:
Bulevardi 10 B, Helsinki
Postal address:
P.O.Box 152, FIN-00121 HELSINKI
Telephone: +358 9 3481 5100
Fax: +358 9 3481 5151
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IF P&C INSURANCE GROUP

If P&C Insurance Company Ltd.
Visiting address:
Vattuniemenkuja 8 A, Helsinki
Postal address:
FIN-00025 IF, Finland
Telephone: +358 10 515 10
Fax: +358 10 514 4028
www.if.fi

Head Offi ce 
If  P&C Insurance Holding Ltd
Visiting address:
Barks väg 15, S-10350 Solna
Postal address:
S-10680 Stockholm, Sweden
Telephone: +46 8 788 2000
www.if.se

Overseas

SAMPO IN ESTONIA

AS Sampo Elukindlustus 
(Life insurance company)
Narva mnt 11, EE-15015 Tallinn, Estonia
Telephone: +372 6 302 300
Fax:   +372 6 302 299
www.sampo.ee

AS Sampo Pank (Bank)
Narva mnt 11, EE-15015 Tallinn, Estonia
Telephone: +372 6 302 100
Fax: +372 6 302 200
www.sampo.ee

SAMPO IN LATVIA

AAS Sampo Dziviba (Life insurance 
company)
Kronvalda bulvaris 3, LV-1010 Riga, Latvia
Telephone: +371 7 503 333
Fax: +371 7 503 555
www.sampo.lv

SAMPO IN LITHUANIA

UAB Sampo gyvybes draudimas 
(Life insurance company)
Geležinio Vilko g. 18a, LT-2004 Vilnius, Lithuania 
Telephone: +370 5  2109 390
Fax: +370 5 2109 380
www.sampo.lt

UAB Sampo bankas (Bank)
Geležinio Vilko g. 18a, LT-2004 Vilnius, Lithuania
Telephone: +370 5 2109 400
Fax: +370 5 2109 409
www.sampo.lt

SAMPO IN POLAND

Sampo Towarzystwo Ubezpieczen na 
Zycie S.A. (Life insurance company)
ul. Domaniewska 41, Orion 5th fl oor, 
PL-02-672 Warsaw, Poland
Telephone: +48 22 541 0000
Fax: +48 22 541 0001
www.sampo.pl

Sampo Powszechne Towarzystwo 
Emerytalne S.A. (Pension fund 
management company)
ul. Domaniewska 41, Orion 5th fl oor, PL-02-672 Warsaw, 
Poland
Telephone: +48 22 541 0000
Fax: +48 22 541 0001
www.sampo.pl

Associated and Co-operation Companies

Amanda Capital Plc
Visiting address:
Bulevardi 10, Helsinki
Postal address:
P.O.Box 152, FIN-00121 HELSINKI, Finland
Telephone: +358 10 236 5037
Fax: +358 10 236 5040
www.amandacapital.fi 

Kaleva Mutual Insurance Company 
Visiting address:
Bulevardi 56, Helsinki
Postal address:
FIN-00075 SAMPO, Finland
Telephone: +358 10 515 225
Fax: +358 10 516 7501

Contact Information
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Sampo plc, registered domicile Turku Finland,  Business ID 0142213-377
56

The offi cial fi nancial statements can be inspected in full 
at Sampo Legal Affairs, Unioninkatu 22, Helsinki, Finland
and at the address Yliopistonkatu 18, Turku, Finland.

The Annual Report is published on Sampo’s Internet 
pages at the address http://www.sampo.fi /annualreport 

Printed Annual Reports can be ordered at the above 
Internet address, by post from Sampo Communications,
P.O. Box 1026, FIN-00075 SAMPO,
or by calling +358 10 516 0042.

Sampo will publish three Interim Reports in 2004, on
6 May, 12 August and 3 November. The Interim reports
are published on the Internet at
http://www.sampo.fi /interimreports

Press and stock exchange releases, the monthly updated
list of shareholders and other investor information pub-
lished by Sampo is available on the Internet at
www.sampo.com

Sampo, Investor Relations Contacts

Jarmo Salonen, Head of Investor Relations
Telephone: +358 10 516 0030
Fax: +358 10 516 0605
jarmo.o.salonen@sampo.fi 

Peter Johansson, CFO
Telephone: +358 10 516 0010
Fax: +358 10 516 0016
peter.johansson@sampo.fi 

Pasi Kuoppamäki, Manager, Investor Relations
Telephone:  +358 10 516 0025
Fax: +358 10 516 0605
pasi.kuoppamaki@sampo.fi 

Financial Information
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