Lansforsakringar Alliance

A summary of banking and insurance operations for fiscal year 2003 for 24 regional insurance

companies in cooperation.




Lansforsiakringar in brief
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Lansforsékringar comprises 24 independent regional insurance companies and the
jointly owned Lénsforsdkringar AB. According to the Swedish Quality Index, Lins-
forsakringar has Sweden’s most satisfied customers, provides the best-value banking
services and has the most loyal bank customers. Lansforsékringar offers a broad
range of insurance and financial services for companies and private individuals.
Lansforsékringar is the market leader within Swedish non-life insurance, with a
market share of more than 30%. Lansforsakringar has 10.5% of the market for life
assurance and pension insurance, and 2.9% of the bank market. Agria Djur-
forsakring (animal and crop insurance) is also included in Lansférsékringar. The

Alliance’s total assets under management amount to SEK 140 billion.
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Significant events 1n 2003

Significant earnings improvements in all three of Lénsforsdkringar’s core areas —

non-life insurance, life assurance and banking.

Major market successes. Lending by the bank increased by 51% to SEK 30 billion
and mortgage loans rose by 106% to SEK 16 billion. Lansforsdkringar accounted
for 10% of the growth in the mortgage market in 2003. Within non-life insurance,

Lénsforsdkringar’s market share exceeded 30%.

At year-end, Lansforsakringar had approximately 3.1 million customers, a net

increase of more than 100,000.

The combined ratio for non-life insurance improved to SEK 101% (113). Adminis-

tration expenses for life assurance operations were reduced by almost SEK 250 M.

Lénsforsdkringar’s insurance customers are the most satisfied in Sweden. The

Alliance’s banking customers are also among the most satisfied.

Agria Djurforsdkring (animal insurance) received the Swedish Quality Award for

the second time.

Lansforsakringar was named Life Assurance Company of the Year and Non-life
Insurance Company of the Year by the financial magazine Affdrsvdrlden. The
Alliance was also awarded a prize for the Best Pension Fund in Sweden by the lead-

ing industry magazine Investment & Pensions Europe.

An independent review of internal transactions between Lénsforsakringar Sak and
Lansforsakringar Liv was conducted. The review showed that these transactions

were handled correctly.

Key figures 2003
Premiums earned after ceded reinsurance, non-life insurance SEK 14.1 billion
Premium income after ceded reinsurance, life assurance SEK 8.1 billion
Deposits, bank SEK 17 billion
Lending, bank SEK 30 billion
Net asset value, non-life insurance SEK 16.7 billion
Solvency ratio, life assurance 122%
Collection consolidation, life assurance 92%
Market share non-life insurance, premiums 30.7%
Market share life assurance, new sales 10.5%
Market share bank, deposits 2.9%
Market share bank, lending 2.3%
Number of customers 3.1 million

Number of employees 5,600
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Another year
of awards

IN 2002, Lansférsakringar was named Bank
of the Year by the Swedish financial maga-
zine Privata Afférer. During the autumn of
2003, this was followed by awards for Life
Assurance Company of the Year and Non-life
Insurance Company of the Year by Afférs-
véarlden. Nearly 900 decision makers in
companies with more than 200 employees

Mats Wester and Lars B Danielsson, Managing Director of Lansforsakringar Kalmar I&n, during a customer meeting

in Vimmerby.

were asked for their views regarding existing
and potential suppliers of financial services.
Lansforsakringar ranked highest with regard

S aVing for Life to customer satisfaction among its own cus-

ONE OF LANSFORSAKRINGAR’S largest
joint market drives to date was conduct-
ed during 2003. The campaign, called
“Saving for Life”, was intended to raise
awareness of the importance of long-
term saving and the fact that individual
responsibility has increased decisively
following the introduction of the new
pension system. Activities began inter-
nally with an extensive training drive for
Lansforsikringar’s employees. This
began at a relatively basic level with
how the new system works and how it
can be complemented by private solu-

tomers and on their views regarding the
tions for all employees. There were then company'’s prices, support and reception,
product and service range, and adaptation
to customers’ operations.

In November, Lansférsakringar was also
awarded a prize for Best Pension Fund in
Sweden by the leading industry magazine
Investment & Pensions Europe.

In December, Agria’s Managing Director
Anders Mellberg received the Swedish Qual-

more advanced courses depending on
participants’ roles and duties.

External communications comprised
a number of activities. The pivotal point
was the book “Everything you need to
know about pensions”, written by the

financial journalist Mats Wester. The

book was distributed among Lénsforsak- ity Award for the second time and was pre-
ringar’s customers and a total of 85 cus- sented with the award by King Carl XVI
tomer meetings were conducted by the Gustaf. Agria is the only Swedish company
regional insurance companies around the to have received the award twice.

country.

Lita's customers stayed All regional insurance companies

IN JANUARY, IT BECAME CLEAR that a large num-
ber of customers of the defunct insurance compa-
ny Lita had elected to become customers with

Lansforsakringar.

environmentally certified

DURING THE YEAR, 11 regional insurance companies were awarded environmental
certification in accordance with ISO 14001. This means that all of the regional

insurance companies within the Lansforsékringar Alliance are now environmentally

Lita became part of Lansférsakringar in con-

junction with the merger with Wasa in 1998. In the
autumn of 2001, the company was phased out due

certified, as are Lansforsdkringar AB’s non-life division, Lansforsékringar’s envi-
ronmental company and Agria Djurforsékring. During 2003, efforts aimed at envi-

to weak profitability. Of the 160,000 customers, all ronmental certification were also initiated within Lansforsidkringar AB’s life assur-
e ereuEnee cusemas. B5% 6f [ome cemiamt ance and bank divisions, the Managing Director’s staff units, Group-wide units and
insurance customers and 75% of automotive insur- the property company Humlegarden.

ance customers elected to become customers with The Lansforsékringar Alliance’s collective environmental work is advanced and

some of the regional insurance companies.

LANSFORSAKRINGAR ALLIANCE

coordinated by a joint environmental council. Operational efforts in each regional

insurance company are organized through the company’s environmental coordinator.



Major influx of visitors
to Internet sites

NEARLY ALL REGIONAL insurance
companies reported a significant in-
crease in the number of visitors to their
Internet sites in 2003; for some compa-
nies the increase was as much as 60%.
More and more regional insurance
companies are actively using the Inter-
net as an integral element of customer
contact. Lansforsdkringar is the fifth
largest player on the Internet within the
bank and insurance industry. In 2003,
nearly 700,000 people visited their
regional insurance company on the

5] Léinsforsiikringar

Linsforsékringar har 24

Internet, a substantial increase com-
pared with 2002. In 2003, a new design
was launched for the regional insur-

ance companies’ websites.

Goran Persson with Anders Akesson, Chairman of Blekinge Lansforsakringsbolag, County Governor
Ingegard Warnersson and Hans Jonsson, Chairman of Lansforsékringar AB.

Goran Persson speaker at AGM

THE SWEDISH PRIME MINISTER Goran Persson was the guest speaker at Lan-
forsékringar AB’s Annual General Meeting held in Karlskrona in May. Most of
his speech was devoted to campaigning in favor of Sweden joining the EMU at

the upcoming referendum.

“If we are on the outside, we will miss out on foreign investment. A US

company wanting to invest in Europe is hardly likely to select a country that

stands outside of the EMU.”

A wet summer’s day in Kalmar.

Torrential rain in
Kalmar

MANY HOMEOWNERS were affected by the

torrential rains in the town of Kalmar at the
end of July, when more than 100 mm of rain
fell in just a few hours. Lansforsékringar
Kalmar 14n received more than 500 claims
from homeowners, companies and property
owners. The cost of claims amounted to
nearly SEK 20 M.

Success in the
broker market

SEVERAL YEARS AGO, Lansforsikringar
commenced operations in the rapidly grow-
ing broker market. In 2003, Lansforsékringar
Maiklarservice (broker service) experienced
its definitive breakthrough, with profitable
growth within both life assurance and non-
life insurance. Customers who chose to be
represented by brokers accounted for about
half of Lansforsdkringar’s total commercial
sales in 2003. This applies both within non-
life insurance and life assurance.

At year-end, total non-life insurance pre-
miums from broker operations amounted to
SEK 1,250 M (943), an increase of 32%. The
sales value of life assurance policies mediated
during the year was SEK 6,340 M (4,565), a
rise of 39%.

LANSFORSAKRINGAR ALLIANCE
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The mosque in Malmo on the morning after the fire.

Major fire in mosque

PROPERTY WORTH SEK 30-35 M was
destroyed in a fire at the Islamic Center in
Malmé in the early hours of April 27, 2003.
Since 1994, the mosque and its related
office have been insured by Lansforsak-
ringar Skane. The fire cost the company an
estimated SEK 10 M. Speculation of possi-
ble arson has not been confirmed.

Strong public confidence
in Lansforsakringar

TWO SURVEYS published in January — the
Financial Monitor by Research Internation-
al (formerly Sifo) and Lansforsakringar’s
own brand awareness survey — showed that
the general positive attitude toward Lans-
forsakringar remained relatively stable in
2003. More than four out of ten Swedes
had a positive view of Lansforsékringar,
while less than one in ten had a negative

view of the company.

Major agreement with IKEA

THE FURNITURE COMPANY IKEA signed a
new three-year agreement with Lénsforsak-
ring Kronoberg regarding alternative ITP
pension plans for IKEA’ senior executives.
The agreements covers all top executives in
IKEA’s companies in Sweden. The premium
volume during the three-year period will
amount to approximately SEK 35 M.

LANSFORSAKRINGAR ALLIANCE

Independent review

of Lansforsakringar

ON MAY 23, 2003, the Board of Directors
of Lansforsékringar Liv commissioned
the former Authorized Public Accoun-
tant Bertil Edlund to carry out an inde-
pendent review of certain transactions
and relationships. The mandate included
a review of transactions between Léns-
forsdkringar Liv and Léansforsékringar
Sak and/or other companies in the Léns-
forsdkringar AB Group. The purpose of
the review was to determine whether
Lénsforsdakringar AB has neglected the
interests of its life assurance customers.
The review primarily examined the fol-
lowing transactions:

e The loan of SEK 1,160 M from Léns-
forsikringar Liv to Lansforsékringar
Sak.

e Linsforsakringar Liv’s acquisition of
Lansforsdkringar Fondliv from Léns-
forsakringar Sak.

e Outsourcing of portfolio management
to ABN AMRO and allocation of the
consideration received.

e The assignment involving Nordic
Alternative Investment Advisors AB
acting as advisors to Lansforsékringar
regarding the management of Alterna-
tive Investments.

The review showed that the above inter-
nal transactions had been handled cor-
rectly. Lansforsakringar thus received
confirmation that cooperation between
life assurance and the non-life insurance
operations is for the mutual benefit and
advantage of customers. The review
report indicated a number of areas for
improvement and the Boards of Lans-
forsdkringar AB and Lansforsdkringar
Liv resolved to implement the following
changes:

e To ensure independence and integrity
in relation to the owners, the Board of
Directors of Lansforsdkringar Liv
shall consist of a majority of inde-
pendent members.

e Liansforsdkringar Liv shall have a sep-
arate auditor from the non-life insur-
ance operations. The company shall
also have its own internal auditor.

e The majority of members of the Léns-
forsékringar Liv Board of Directors
shall be appointed by Lansforsak-
ringar AB’s joint Finance Committee.

e Continuous information to life assur-
ance policyholders shall be improved
further.

Well-attended motor show

NEARLY 30,000 people visited Lansforsakringar’s two exhibits at the Stockholm

International Motor Show in April. Lansférsakringar also held five well-attended

seminars and a conference. The seminar about whiplash attracted an audience

of 250. The motor show was officially opened by King Carl XVI Gustaf.



» COMMENTS

Strategy to increase

profitability

For Lansforsakringar, increased profitability is a means to achieve its

end of increasing customer satisfaction. Customers are our only

assignor, since they are also our owners. This is the core of our strat-

egy, on which we intend to intensify our focus in 2004.

ast year was a fantastic year.
Lénsforsakringar reports both
favorable and sharply improved
results in all areas, and strong
increases in efficiency. Efforts to balance
revenue and expenses have become a
major priority, with the aim of ensuring
that the average underwriting result over a

complete business cycle is weakly positive.

It is to the underwriting result that the
return on capital is subsequently to be
added. For non-life insurance, the estab-
lished goal was to bring the combined
ratio to 100 within a few years, the long-
term goal being 95%. For 2003, the com-
bined ratio was 101%, so the short-term
goal has essentially been achieved. We are
continuing efforts to reach the long-term
goal through a combination of efficiency-
enhancement measures, claim-prevention
measures, market growth and premium
increases.

In life assurance, Lansforsakringar is
focusing efforts on return on capital, effi-
ciency and growth. It is the combined
effect of these areas that determines the
company’s success and competitiveness.
The target for the return on capital is to be
among the top three in the industry every

year. After the measures implemented in
recent years, including the cooperation
with ABN AMRO, Lansforsdkringar is
now close to that target. Due primarily to
skyrocketing sickness figures, we have
previously had negative risk results. By
adapting premiums to customers’ varying
risk scenarios, considering their age, state
of health, increased risk assessment and
pre-benefits waiting period, the risk result
is constantly improving. Efficiency has
improved considerably during the year and
administration costs have been reduced by
nearly SEK 250 M. Efforts to further
improve efficiency will continue during
2004.

Also in the bank operations, 2003 was
a fantastic year and one that marked a
breakthrough in terms of both financial
performance and market growth. Business
volume increased by 36%, while in hous-
ing mortgages, Lansforsdkringar account-
ed for 10% of new lending. Business vol-
ume increased by an average of slightly
more than SEK 1 billion per month.
Lansforsdkringar has established itself as
a full-service bank for private individuals
and farmers. Customers are no longer
supplementing their regular banking with

LANSFORSAKRINGAR ALLIANCE
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Lansforsdkringar, but are to an increasing
extent entrusting all their banking needs
to us.

Slightly more than 11% of everyone
who switched banks in 2003 chose Lans-
forsékringar. The sharp increase in lending
created a need to borrow on Swedish and
international capital markets. Our contacts
with the capital markets have encouraged
us to further strengthen our focus on prof-
itability. The ultimate goal — that our oper-
ations generate customer value — is what
continuously inspires our efforts. In bank-
ing, this means we always offer the best
interest rates on deposits and lending. As a
result, Lansforsdkringar has contributed
significantly to the changes in the large
banks’ interest strategies, thus increasing
customers’ overall benefit.

Local strength through coordination

General confidence in the insurance indus-
try declined in 2003 — partly as a conse-
quence of speculation concerning illegal
profit-distribution from mutual life assur-
ance companies and partly as a conse-
quence of the hefty, but necessary, premi-
um increases. Despite a series of investiga-
tions carried out by the Swedish Financial
Supervisory Authority, lawyers and audi-
tors have still not found any such illegal
profit distribution.

General confidence in Lansforsak-
ringar is strong, and it grew in 2003. Con-
fidence is not something that arises auto-
matically or that is a given. It has to be
earned and constantly maintained and
developed. The reasons why customers
have confidence in us are our proximity to
them and our whole approach — customers
are our only assignor, so they are naturally

LANSFORSAKRINGAR ALLIANCE

the focus of our entire operations. Our
offices are found wherever customers are
found and we are available to help them.
We speak the same language as the cus-
tomer — personal, ordinary, simple and
uncomplicated. Since we have a regional
insurance company located in every coun-
ty in Sweden, decisions are made locally
and quickly. Regional insurance companies
— which are small relative to the national
companies — create personal relationships
with customers and cooperate with the
other regional insurance companies to
achieve economies of scale in such areas
as financial matters, IT and development.
This enables them to focus even more on
developing their local presence and cus-
tomer relations, and is what underlies the
success of the Lansforsdkring Alliance.
Year after year, Lansforsakringar con-
tinues to have the most satisfied customers
in Sweden in non-life insurance and life
assurance. Having the most satisfied cus-
tomers all the time is a strategic, overall
goal. This goal has not yet been reached in
the bank operations, but the Alliance is
focusing its efforts toward achieving it. A
key partial goal has been achieved, howev-
er, in that Lansforsékringar is perceived as
the bank that offers the best value. Increas-
ing numbers of our life assurance and non-
life insurance customers are becoming
bank customers of Lansforsakringar as
well. The increase is due to the fact that our
bank products offer good value, but even
more to the fact that customers encounter
more straightforward, coordinated adminis-
trative routines and develop a more person-
al relationship by entrusting all their bank-
ing and insurance business to us. Our
efforts to strengthen and develop this bene-

fit are a top-priority area, in which key
deliveries are to take place in 2004.

Enhanced quality in
customer interaction

The quality of our interaction with cus-
tomers is to be further enhanced, regard-
less of whether interaction takes the form
of personal meetings, telephone conversa-
tions, Internet exchanges or written com-
munication. In telephone interaction with
customers, availability and advice provi-
sion will be enhanced in 2004. Internet
services will be expanded during the year,
particularly in the area of administration,
which should improve the customer’s situa-
tion in terms of the time required, and help
enhance the provision of advice by tele-
phone in that the Internet service will
relieve some of the pressure. Written com-
munication will be developed: for the first
time, the affected customers will receive
reports on their life assurance, non-life
insurance and bank products in printed
form as well as on the Internet.

In 2003, Lansforsdkringar achieved its
definitive breakthrough in the broker mar-
ket, with profitable growth in both life
assurance and non-life insurance. Com-
mercial customers who opted to be rep-
resented by brokers accounted for nearly
half of Lansforsékringar’s total sales to
commercial customers in 2003. This
applies to both life assurance and non-life
insurance operations.

A good year in the financial markets

The trend of the financial markets finally
turned. Investment income during the year
was favorable, and we are among the top
performers in a comparison of companies.



Our strategic direction was successful, and
we started increasing shareholdings in early
2003, while simultaneously maintaining pro-
tection against severe stock market declines.

In June 2002, we launched cooperation
with ABN AMRO, whereby they took
charge of asset management, particularly
for the life assurance and mutual fund
companies. Naturally, the responsibility for
strategic allocation and, consequently, for
the total return, belongs to Lans-
forsdkringar. The cooperation, which is
long-term in nature, was undertaken for a
single reason: to provide a steady, high
return on behalf of our customers. In an
increasingly global world, we do not have
the resources to carry on international
asset management at a reasonable cost.
The cooperation has had favorable results,
and our relative return has improved com-
pared with results attained when we con-
ducted portfolio management using our
own resources. Despite the improvements,
we have noted areas in which we can
improve even further. Our own asset man-
agement operations focus partly on strate-
gic allocation — that is, the distribution
among investment classes — and partly on
giving our external managers clearly
defined risk mandates and establishing
which benchmarks and what return
requirements are to apply.

During the year, we for our part have
moved on from media-generated inquiries
as to what group was entitled to the pur-
chase price resulting from the transfer of
our portfolio management operations to
ABM AMRO. It goes without saying that
our intention is always to do the right
thing. Despite statements from auditors,
customer representatives, several Board

decisions, external expertise, second opin-
ions and so on, our actions were called
into question in certain media outlets.
Consequently, the Board of Directors of
the life assurance company appointed an
independent review, which reported in
December 2003 that all internal transac-
tions between the life assurance and the
non-life insurance companies were han-
dled correctly. We have taken note of the
improvement suggestions put forth by the
audit team and will implement them in
2004.

A stable financial group that
has not yet ceased to grow

There are great similarities between the
Lansforsikringar of today and the Léns-
forsakringar of ten years ago, but major
differences as well. As was the case ten
years ago, our operations are locally based
and owned by the customers of the 24
regional insurance companies. The differ-
ence lies in that, ten years ago, the opera-
tions were mainly focused on non-life
insurance. Today’s Lansforsékringar has
three core areas — non-life insurance, life
assurance and banking. Despite the stock
market decline that marked the beginning
of the decade, we have succeeded over the
past three years in establishing stability in
two new core areas, achieved significant
market success and were able to report
substantial improvement in earnings in the
life assurance and bank operations. Today’s
Lansforsdkringar further strengthens the
local presence and continues to conduct its
operations with the customer as its only
employer.

The challenges for 2004 will be to con-
tinue the profitable expansion in our bank

operations, increase efficiency in life
assurance operations and further position
ourselves in the area of occupational pen-
sions. This demands that we continue to
view non-life insurance as the foundation
of our growth, in both financial and mar-
ket terms. As in 2003, our efforts in 2004
will be characterized by our strategy that
prioritizes profitability. To succeed in this
strategy, we need to focus intensively on
creating customer value, and on using our
profitability only to improve customer
value. That is what makes it so interesting
and stimulating to work for the Lans-

forsékringar Alliance.

Stockholm, March 19, 2004

On behalf of the 24 regional

insurance companies

B

Tommy Persson

Managing Director
Linsforsdkringar AB

LANSFORSAKRINGAR ALLIANCE
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» STRATEGY

Structures and
ways of working

Since the regional insurance companies are customer-owned, there

are no other specific ownership interests to be considered beyond the

companies’ customers. Everything that is developed in the form of

products, concepts or system support must be based on pure cus-

tomer needs. The business concept makes it clear that non-life insur-

ance, life assurance and banking are core businesses of the Lans-

forsakringar Alliance. Based on this, the Alliance’s task is to offer

total solutions based on different combinations of non-life policies,

medical and accident policies, life assurance policies, pension-saving

plans, fund savings and various banking services.

Vision

Lansforsakringar is the customer’s num-
ber one choice within non-life insurance,
life assurance and banking services.
Lansforsakringar’s financial position
enables sustainability, development and
value for money.

Lansforsdkringar has a fine reputation in
Swedish society.

Business concept

Market principles

+ Customer meetings are to take into
account the customer’s overall situation.

* A total offering comprising life assur-
ance, non-life insurance and bank prod-
ucts.

» Communication and customer dialog
coordinated between the product areas.

* Value for money irrespective of product
area.

A broad offering

The Lansforsakringar Alliance offers pri-
vate individuals, companies and farmers In a Sweden where the trend is toward a
value-for-money services within non-life distinct division between insurance and
insurance, life assurance and banking. financial services, Lansforsdkringar is

Guiding principles for operations are cus- moving in the opposite direction. Cus-

8
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tomer-owned, local, available and personal

attention.

Market objectives

Continued profitable growth in all sub-
markets and product areas, primarily
through increased customer commit-
ment.

Sweden’s most satisfied customers with-
in banking and insurance.

tomers are offered a combined offering of
banking and insurance services under the
same brand through the 24 regional insur-
ance companies. During 2003, the offering
of products and services under the “Bank-
ing & Insurance” banner was further
enhanced and promoted. The banking ser-
vices have undergone further development
and Lansforsakringar has evolved from a
niche bank to a full-service bank. This
broadening of the product line was also



supported by strong growth in the other
areas.

However, more than good products are
required in order to measure up to the cus-
tomer-oriented concept that forms the
foundation of Lansforsikringar’s opera-
tions. Customers must perceive it as being
natural and beneficial to concentrate their
banking and insurance business in Lans-
forsdkringar. This approach characterizes
the entire business. Thus, for example, the
development of beneficial total solutions
for customers is attached higher priority
than product development in isolated
areas. Another distinct customer benefit is
the “totality” of customer meetings. All
meetings with customers, whether they are
face-to-face or via the Internet, must be
based on the customer’s needs and the
totality of Lansforsakringar’s offering.

Voluntary cooperation

Cooperation in the modern Lansforsék-
ringar has gradually evolved from an
exchange of experience to today’s compre-
hensive joint business operations. The
basic concepts that have been developed
over two centuries and adapted to our
times are still valid today. The passing of

time has merely demonstrated the strength
of a strategy that is based on local, inde-
pendent and customer-owned regional
insurance companies cooperating on a vol-
untary basis. There is consensus within
Lénsforsikringar that local proximity and
independence have been decisive factors in
the Alliance’s successes. Decisions that are
important for the customer are made close
to the customer. The Annual General
Meeting and Board of Directors of each
regional insurance company are the high-
est decision-making authorities on matters
that pertain to the particular company’s
operations. This means, among other
things, that each regional insurance com-
pany owns its own income statement and
balance sheet. Thus, all cooperation among
regional insurance companies is voluntary
and it is this independence that forms the
basis of the federative form of organiza-
tion.

Customer-owned

Each regional insurance company is owned
by its non-life policyholders. In purely
practical terms, this means that the compa-
ny’s capital belongs to the customers and

that no profits are distributed to sharehold-

ers in the same way as in a limited liability
company. The regional insurance compa-
ny’s profits accrue in their entirety to the
customers in the form of a bonus and
through the build-up of capital. Lansfor-
sékringar’s life assurance company is
owned by the non-life operations and oper-
ated in accordance with mutual principles,
whereby all returns are returned to the pol-
icyholders.

Cooperation through
Lansforsakringar AB

Cooperation among the 24 regional com-
panies takes place through the jointly
owned Lansforsakringar AB and its sub-
sidiaries. The company was founded in
1936 to meet the regional insurance com-
panies’ need for reinsurance. Responsibili-
ty for the internal reinsurance system is
still an important task, although a growing
stock of joint resources has been built up
over the years. Lansforsakringar AB’s task
is to create the prerequisites for the region-
al insurance companies to be successful in
their respective markets. Lansforsdkringar
AB is the Parent Company of all subsidiar-
ies in the jointly owned Group; life assur-
ance company, mutual fund company,

LANSFORSAKRINGAR ALLIANCE
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bank, non-life insurance company, run-off,
development and animal and crop insur-
ance through Agria. Portfolio management,
which until the summer of 2002 was han-
dled in a subsidiary of Lansforsakringar
AB, now takes place through cooperation
with one of the world’s leading asset man-
agers, ABN AMRO. The Alliance’s joint
development projects are also coordinated
by Lansforsakringar AB, which possesses
specialist knowledge in insurance, finan-
cial services, IT and market communica-
tions. The regional insurance companies
determine from time to time what the joint
operations in Lansforsdkringar AB should
include. This focus can be changed over
time in accordance with the wishes of the
owners, the regional insurance companies.

Local and common

The structure of the Lansforsakringar
Alliance, with local independent companies
that cooperate through a jointly owned
company, imposes substantial demands on

clarity between the regional insurance com-

LANSFORSAKRINGAR ALLIANCE

panies and the joint operations. The busi-
ness model of the Lansforsdkringar
Alliance is based on 24 regional insurance
companies that have chosen to conduct cer-
tain operations jointly. As commissioned by
the local companies, Lansforsékringar AB
is responsible for conducting these opera-
tions. The structure of the Alliance can thus
be described as the opposite of a Group, in
which operations are delegated from cen-
tral units to local units. The premise for
cooperation in the Lénsforsakringar
Alliance is that as much of the operations
as possible should be conducted in the
regional insurance companies. In principle,
all customer contacts take place in the
regional insurance companies. At the same
time, insurance and financial services
entail substantial economies of scale, and
consequently the concession for life assur-
ance and certain non-life insurance opera-
tions as well as the charter for banking
operations are held by Lansforsékringar
AB. For example, strictly speaking, there
are not 24 banks across Sweden. From the

REGIN

customer’s perspective, however, this is
how it works. The basic idea of the regional
insurance company concept is that Swe-
den’s inhabitants and companies should be
able to obtain all types of insurance and
banking services through their local com-

pany.

Decisions based on consensus

The Lénsforsakringar concept — that local,
independent and customer-owned insur-
ance companies cooperate voluntarily —
also imposes heavy demands on the
acceptance of joint decisions. The inde-
pendence of the regional insurance compa-
nies means that all decisions that apply to,
or affect, all companies in the Lansfor-
sakringar Alliance must be based on con-
sensus. This places special demands on
decision-making in joint operations and
also on the regional insurance companies
that have voluntarily agreed to participate
in a federation. Even voluntary coopera-
tion unavoidably involves a certain yield-
ing of independence. This principle
involves a commitment on the part of each
of the regional insurance companies to
seek to find common solutions even in
cases where opinions in the Alliance are
divided.

Broadened operations
in Lansforsakringar

Lansforsékringar has a total of more than
3.1 million customers and no brand in
Swedish insurance is stronger. Nor is any
brand so closely associated with non-life
insurance. A broadening of the Lansfor-
sakringar brand is under way, with the
objective of making the Alliance as strong
in the areas of savings and lending in the
next few years as it currently is within
non-life insurance. One position is not to
be abandoned in order to assume another
one. The simplicity, proximity and local
decision-making authority upon which
successes in non-life insurance were built
are being transferred to the financial serv-

ices.



» MARKET OVERVIEW

Non-life insurance market 2003

The negative trend in the financial markets
in the past few years has been a strong
contributory factor to premium increases
in the Swedish non-life insurance market.
This development has also led to a better
risk adjustment of premiums. Insurance
operations have once again turned prof-
itable within several areas. The cost of
claims for motor vehicle damage and per-
sonal injury has continued to rise and
insurance companies have reinforced their
reserves for claims incurred in prior years.
Legislative changes resulted in 2003 in
altered methods for calculating claims
annuities, leading to lower costs for buying
and calculating life annuities.

Premium volumes rose during 2003,
generating a substantial increase of 14.1%
(14.3) in premiums earned in the Swedish
non-life insurance market. Meanwhile,
streamlining and cost-cutting measures
have continued. The industry has also been
affected by staff cutbacks, outsourcing and
Nordic integration. The consolidation of
the commercial insurance market has con-
tinued, with the three largest players now
holding 75% of the market. The very high
risk of injury/claims in certain lines of
business has made it even harder for cer-
tain sectors and companies to take out
insurance with normal premiums and
terms. Successful discussions have been
held and campaigns initiated with trade
associations and companies to implement
extensive measures to limit and prevent
claims.

Car crime remains a major problem
area for Swedish non-life insurance com-
panies. The National Council for Crime
Prevention (BRA) has been commissioned
by the Swedish government to investigate
and propose measures to reduce car crime
in Sweden.

The reinsurance market has been
adversely affected by natural disasters and
other events in recent years. Several play-
ers have required capital contributions and

conditions for the insurance industry have
changed substantially. The war in Iraq
increased uncertainty further, causing rein-
surance premiums to increase sharply in
2003.

Facts about the Swedish non-life insurance market

Number of companies 26
Premiums paid, total, SEK M 49,200
Commercial and property insurance, SEK M 12,300
Household and homeowner insurance, SEK M 9,800
Third-party liability insurance, SEK M 9,600
Motor vehicle insurance, SEK M 10,700
Medical and accident insurance, SEK M 4,000
Marine and cargo insurance, SEK M 1,300

Source: Swedish Insurance Federation

Life assurance market 2003

The year 2003 started out more or less in
the same manner as 2002 ended, with a
slump in the stock market in Sweden and
globally. However, the markets turned
upward, with Stockholmsbdrsen (Stock-
holm Exchange) up nearly 30% by the end
of the year. The positive trend in the stock
market had repercussions on the life assur-
ance companies’ earnings. The total return
on assets was positive, and solvency and
collective consolidation increased. Several
life assurance companies increased the
equity portion of their portfolios to benefit
from the upturn in the stock market.

In 2003, the life assurance companies
continued to take measures to improve
consolidation and solvency. Some compa-
nies made non-recurring withdrawals,
entailing a recovery of the previously allot-
ted bonus. Several life assurance compa-
nies also abolished the “Allan rule”, thus
reducing the amounts paid out on life
assurance policies and pension insurance.

In 2003, the Swedish life assurance
market had a total sales value of SEK 131
billion, the same level as the preceding
year. The occupational pension market is
the largest of the three sub-markets; occu-
pational pensions, savings and private pen-
sion plans. The sales value for the occupa-
tional pension market amounted to SEK

LANSFORSAKRINGAR ALLIANCE
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101 billion, an increase of 11%. The pri-
vate pensions sub-market, with a sales
value of SEK 6 billion, declined by 10%.
The savings sub-market declined by 34%
and had a sales value of SEK 21 billion.
The larger companies accounted for most
of the growth in the occupational pension
market. Of the three sub-markets, the life
assurance companies invested primarily in
the occupational pension market in 2003
since this is where the largest growing is

occurring.

Facts about the Swedish life assurance market 2003
Number of companies 20
Premium income, total, SEK M 94,700
- traditional life assurance, SEK M 58,000
- unit-linked insurance, SEK M 36,700
Salesvalue, total, SEK M 131,300
- occupational pension plans, SEK M 100,600
-endowment insurance, SEK M 20,600
- private pension plans, SEK M 6,200
Assets, SEKM 1,440,000
-equities, SEKM 604,400
- interest-bearing, SEK M 614,500
- properties, SEK M 46,200
- other assets, SEK M 177,400
Bonusrate, industry average, % 0.1
Total return, % 8.9

Source: Swedish Insurance Federation and Finansinspektio-
nen.

Bank market 2003

Competition in the Swedish bank market
continues to intensify. The large banks are

LANSFORSAKRINGAR ALLIANCE

unwilling to surrender significant market
share to the smaller players and conse-
quently, the large banks are lowering their
margins to compete on similar terms. This
applies in particular to the increasingly
heated mortgage market during the year. In
spite of this, the large banks’ total market
share declined in 2003, both for lending
and deposits. The banks reported growth in
profits during the year and seem to have
offset the lower net commission income in
recent years by improving traditional net
interest income.

Each year, only 3% of the population
change bank. Most do so in order to obtain
better terms at the new bank. Previously,
people changed bank to obtain better inter-
est on savings and lower fees for cards and
other payment services. In 2003, however,
a growing number of people stated cheaper
mortgages as their primary reason for
changing bank.

Sharp growth in mortgage loans
Mortgage lending continues to grow. Low
interest rates have meant that home financ-
ing has become an important and growing
source of income for banks. The size of
mortgage loans is increasing in pace with
rising property prices. Lending by mort-
gage companies rose by more than 10%
during the year, while bank lending vol-
umes remained more or less unchanged
from 2002. Households’ increased indebt-

edness has been parried by the upturn in
the stock market, and the household saving
ratio remained unchanged at 60% during
the year. The weak wage trend in 2003,
combined with tax increases by certain
municipalities and county councils, has led
to an increase in household debt as a per-
centage of disposable income during the
year. As long as low interest rate levels
prevail, combined with an income tax
reduction of 30% of interest paid, the
increased indebtedness is not likely to pose
a problem. Furthermore, experience from
the interest rate crisis of the early 1990s
shows that households will do everything
in their power to make their interest pay-
ments and keep their home, even when
interest rates rise and living margins are
tight. Household confidence in the stock
market has risen and new saving in shares
and mutual funds has accelerated, particu-
larly during the autumn.

Facts about the Swedish bank market 2003
Number of companies 127
Total deposits and borrowing, SEK M 1,295,000
Deposits and borrowing, households, SEK M 520,600
Total lending, SEK M 1,320,000
Lending to households, SEK M 292,000
Mortgage loans, SEK M 1,295,000
Mortgage loans, single-family dwellings

and tenant-owned apartments, SEK M 810,000
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» CUSTOMERS AND DISTRIBUTION

Consumers increasingly
aware of the diversity of
products Lansforsakringar

provides

Lansforsakringar endeavors to project a clear-cut customer orienta-

tion, based on the fact that its customers are also its owners. In all

of its interactions with customers, Lansférsakringar aims to communi-

cate the benefits of customers’ entrusting their non-life insurance,

life assurance and banking needs to Lansférsakringar.

fter the net increase of slightly

more than 100,000 new cus-

tomers during the year, Lans-

forsékringar had approximately
3.1 million customers at year-end 2003.

In total, the number of full-service
customers increased in 2003, although the
increase was not dramatic. The number of
customers purchasing products from at
least two product areas also rose. The
product concept targeting homeowners,
which was introduced in 2002, was an
example of a package offering including
life assurance, non-life insurance and
bank products. The proportion of full-
service customers among Lansforsdk-
ringar’s homeowner insurance customers
is higher compared with the increase in
the customer stock as a whole. Among
homeowners/homeowner insurance cus-
tomers, the proportion who purchase
products from at least two product areas is
also higher. The same applies to business-
es with fewer than 50 employees.

Customer meetings

In all its interactions with customers, it is
Lénsforsdkringar’s aim that customers will
perceive the benefits of placing all of their
life assurance, non-life insurance and
banking needs with Lansforsikringar. We
want customers to be aware of the value
inherent in the entire offering, regardless
of the fact that the encounters can be quite
different depending on whether the cus-
tomer is a private, commercial or agricul-
tural customer. Consequently, it is Léns-
forsékringar’s aim to develop coordinated
offerings that contain products from more
than one product area.

Customer orientation and products

Léansforsikringar endeavors to project a
distinct customer orientation. This cus-
tomer orientation is based on the fact that
it is the customers who are the owners, and
that Lansforsékringar is the only player in
Sweden to provide products designed for
private individuals, business-owners and

farmers within the entire financial area

;
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Visitors to Internet sites per quarter, 2003 (persons)

Domain Mar 2003 Jun 2003 Sep 2003 Dec 2003
foreningssparbanken.se 1,652,155 1,739,455 1,785,069 1,755,904
nordea.se/nb.se 864,925 841,479 872,674 917,059
sebank.se/seb.se 622,333 574,969 575,892 573,951
handelsbanken.se 456,413 498,555 457,127 494,033
lansforsakringar.se 206,324 291,198 196,423 280,155
skandiabanken.se 209,400 205,460 201,227 234,161
folksam.se 109,651 162,196 118,238 128,007
sbab.se 60,329 132,587 146,210 141,211
avanza.se 85,139 116,500 130,877 119,689
trygghansa.se 89,410 89,498 57,400 70,989
if.se 54,258 70,414 66,089 79,342
skandia.se 63,328 62,017 56,707 69,970
amfpension.se 45,126 36,042 38,587 46,114
alecta.se 21,013 14,760 17,687 14,924

Source: Nielsen Netratings

under a single brand name. (The bank does
not offer commercial services.)

Lansforsdkringar’s offering encompass-
es life assurance and pension insurance,
bank services and mutual fund products.
Agria Djurforsakring complements the
offering with animal and crop insurance
products.

Distribution through Lans-
forsakringar’s local offices and Svensk
Kassaservice (Swedish Cashier Ser-
vice)

Lansforsékringar’s strategy is to be close to
the customer. The aim of establishing close
relationships with customers can be
achieved through the offices of the 24 inde-
pendent regional insurance companies as
well as through cooperation with Svensk
Kassaservice (a subsidiary of Sweden Post).
Together, the 24 regional insurance compa-
nies have slightly more than 90 offices
throughout Sweden. This implies that Lans-
forsakringar’s more than 3 million customers

can access service and advice wherever their

location. Bank operations are conducted at
82 of the more than 90 offices.

Through Svensk Kassaservice and
rural mail carriers, customers can make
cash deposits and withdrawals from their
own accounts, obtain assistance in pay-
ments and withdrawals, and make interna-
tional payments. Bank customers can with-
draw money from all of the country’s
ATMs, of which 42 belong to Lansforsak-
ringar.

Lansforsikringar’s own sales associates
are supplemented with agents and fran-
chisers. Independent insurance brokers
complete the picture. Private customers
can also access their regional insurance
company through their employer, since
large companies are acting as increasingly
significant points of customer interaction

for Lansforsakringar.

Internet strengthens Lans-
forsakringar’s local concept

The Internet is part of the idea of using
local encounters to increase availability.

Information of various kinds, as well as
securities trading facilities, are available
on the website. Premium calculations and
mortgage applications are also available.
Lansforsdkringar is the fifth-largest
Internet player in the banking and insur-
ance sector. In 2003, nearly 700,000 cus-
tomers visited their regional insurance
company on the Internet — a substantial
increase compared with 2002. Almost all
regional insurance companies reported
sharp increases in the number of visitors
during the period, some by as much as
20-60%. In 2003, Lansforsdkringar
introduced a new website design that is
in line with the company’s focus on the
breadth of its offering in banking and

insurance.

Large companies

To ensure that its offering to large compa-
nies maintains a high level of service and
quality, the Group-wide Large Companies
unit continued to provide support during

the year to the regional insurance compa-
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nies and to Miklarservice (broker service)
in major transactions.

In 2003, considerable effort was devoted
to simplifying routines and facilitating
future sales efforts. Phase 1 of the Lins-
forsakringar Pension Service was finalized
during the first half of 2003. The Pension
Service is a portal for advice concerning
occupational pensions — also known as
“alternative ITP”. The new Lansforsakringar
Pension Service is important to ensure that

LANSFORSAKRINGAR ALLIANCE

large companies consider Lansforsikringar
their logical choice of insurance supplier.

Success in the broker market

In 2003, the operations of Lansforsak-
ringar Méklarservice (broker service)
achieved their definitive breakthrough
with profitable growth in both life assur-
ance and non-life insurance. Customers
who opted to be represented by brokers
accounted for approximately half of Léns-

forsdkringar’s total sales to commercial
customers in 2003. This applies to both
life assurance and non-life insurance.
A few years ago, Lansforsikringar
launched an initiative in the rapidly
expanding broker market. Lansforsak-
ringar Méklarservice provides brokers
with reliable, predictable routines and
specially tailored service.
Lénsforsakringar Miklarservice has

broker desks in Malmd, Gothenburg,



Stockholm and Sundsvall. Other employ-
ees of the service are located in Jonkdping
and Orebro.

Léansforsakringar’s focus on customers
represented by brokers was very well
received. The service has now established
cooperative arrangements with many bro-
kerage companies.

At year-end, total non-life insurance
premiums from broker operations amount-
ed to SEK 1,250 M (943). The sales value
of life assurance policies mediated during
the year was SEK 6,340 M (4,565), and
the premium income for life assurance
amounted to SEK 2,254 M.

Strong brand name

Lansforsakringar is the strongest brand
name in Sweden among the players on the
market that offer bank and insurance.! The
number of people who spontaneously men-
tion Lansforsakringar first when asked to
name players in banking and insurance has
also risen by about 10% compared with
2002.

Lansforsakringar is also the player in
the insurance industry to which most peo-
ple have a positive attitude. Over half of
the population of Sweden have a favorable
view of Lansforsékringar, and this trend
has been stable over the past few years.

Satisfied customers are more loyal
Among insurance companies in Sweden,
the regional insurance companies com-
bined have the most satisfied customers.

This has in fact been the case for the
slightly more than ten years since Swedish
Quality Index surveys were launched by
the Stockholm School of Economics.2)

Among private customers on the non-
life insurance side, women are somewhat
more positive in their reactions than men,
and customers 50 years of age and over are
somewhat more satisfied than younger
customers.

Business customers are by far the most
satisfied customers, as has been the case
since the surveys began. This is also con-
firmed by the “Financial Barometer” survey
carried out by Affdrsvdrlden, in which
Lénsforsakringar was reported as having the
most satisfied non-life insurance customers
among large insurance companies. Almost
half of all companies in Sweden purchase at
least one product from Lénsforsakringar.
Most are small and medium-size companies
representing virtually all industries. Many
are small, owner-operated companies with
strong local ties.

The life assurance and pension insur-
ance customers are generally less satisfied,
though here too, Lansforsékringar’s cus-
tomers are the most satisfied. Customer
satisfaction has steadily decreased over the
past three years, which is related to the
declining share prices, which are in turn
reflected in weaker returns on insurance
investments. Lansforsakringar’s bank cus-
tomers are among the most satisfied in the

industry.

1 Information taken from Lansforsakringar's own brand survey, which is carried out by an independent market survey company.
The target group is the population of Sweden, among which 12,000 interviews are carried out annually.

2)The Swedish Quality Index, which is compiled at the Stockholm School of Economics, is an independent survey conducted by
SIQ, Institutet for Kvalitetsutveckling, Garantidata AB and the Stockholm School of Economics.

For the entire insurance industry in gener-
al, customer satisfaction ratings have
declined or stagnated over the past three
years. There are many possible explana-
tions for this, not least the stock market
decline of recent years. Another reason
may be that more has been written on
insurance and savings vehicles in the
media, and consumers increasingly view
the new pension system as a turn for the
worse. This in turn could raise their expec-
tations on the insurance industry, causing
their satisfaction to decrease.

In order to expand the customer base,
it is essential to have satisfied customers.
Satisfied customers are more loyal than
customers who are not so satisfied, and

they remain longer as customers.

Lansforsdkringar’s own

Customer Satisfaction Index
Lénsforsakringar’s own Customer Satisfac-
tion Index also showed that satisfaction
among insurance customers had declined
somewhat, but that satisfaction was still at
a high level. The factors that influence cus-
tomer satisfaction include product content,
the interface between the customer and
Léansforsdkringar, how long a person has
been a customer or the person’s age. Cus-
tomers who are aware of the fact that
Lansforsikringar is owned by its cus-
tomers are also more satisfied than those
who do not know. Customers who have
had to register claims are also more satis-
fied than other customers.

Market shares, % 2003 2002
Non-life insurance, total 30.7 29.3
Life assurance, new sales 10.5 10.5
Bank

—deposits 2.9 2.6
—lending 2.3 2.0
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Lansforsakringar Alliance 2003

24 regional

Insurance companies

Independent and customer-owned

Market shares

Profit before tax per regional insurance company, SEK M

Lansforsakringar Varmland 40
Lansforsakringar Uppsala 65
Lansforsakringar Bergslagen 65
Lansforsakringar Stockholm 112
Lansforsakringar Sodermanland 91
Lansforsakringar Géteborg och

Bohusléan 148

Lansforsakringar Norrbotten 24
Lansforsakringar Vasterbotten 118
Lansforsakringar Jamtland 57
Lansforsakringar Vasternorrland 17
Lénsférsakringar Gévleborg 33
Dalarnas Forsakringsbolag 176

Lansforsakringar AB Group*

Profit before tax, SEK M 750
Average number of employees 1,198
Solvency margin, % 147

*Excl. Lansforsakringar Liv.

Lansforsakringar Bank Group

Deposits from the public, SEK billion 17
Lending to the public, SEK billion 30
Operating income, SEK M 65
452,000

Number of customers

Average number of employees

Non-life insurance, per product area (number)

%
Leisure home NN s .5
Homeowner [N 420
Third-party
liabitity I 36.2
Commercial
Sl anere ) I 34.9

Household [ NNREREEEEE 26.3
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Home content N 25.4
)
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1) Refers to premiums, including agriculture.
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Number of customers, total 3.1 million
Number of employees at Dec 31, 2003, total 5,616
Total operating income for non-life insurance operations 2,157

Regional insurance companies, total

Lansférsakringar Skaraborg Lansforsakring Kronoberg Premiums earned after
Ostgota Brandstodsbolag Lansforsakringar Kalmar 1an ceded reinsurance, SEK M 9,670

Lansférsakringar Alvsborg Blekinge Lansforsakringsbolag " !
Lansforsakringar Gotland Lansforsékringar Géinge w
Lansforsakringar Jénkoping Lansforsakringar Kristianstad Number of customers 3.1 million

Lansforsakringar Halland Lansforsakringar Skane
s = Average number of employees 3,689

Lansforsakringar Sak Forsakrings AB

(Non-life)

Premiums earned after

ceded reinsurance, SEK M 3,696

Profit before tax, SEK M 617

Average number of employees 397

Solvency margin, % 72

Agria Djurférsakring Lansforsakringar Liv Group
(Animal and crop) (Life)

Premiums earned after Premium income after

ceded reinsurance, SEK M 770 ceded reinsurance, SEK M 8,069
Operating income 107 Net result for the year, SEK M 3,808
Market share, % 62.3 Average number of employees 426
Number of customers 361,000 Collective consolidation ratio, % 92
Average number of employees 136 Solvency ratio, % 122

Linsforsdkringar Liv is a subsidiary, but
operates according to mutual principles
and all profits accrue to policyholders.

FIVE-YEAR SUMMARY, SEK M

1999 2000 2001 2002 2003
Premiums earned after ceded
reinsurance, non-life insurance 8,744 8,968 10,030 11,859 14,087
Premium income after ceded
reinsurance, life assurance 7,633 9,361 8,857 8,126 8,069
Net asset value, non-life insurance 22,798 21,525 18,712 14,657 16,722
Lending to the public 7,963 9,620 12,453 19,861 30,044
Deposits from the public 7,305 8,503 12,352 14,736 17,013
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2003 in brief

Market-leading position strength-
ened further. Market share
increased to 30.7% (29.3).

Improved combined ratio of
101% (113). Work aimed at

achieving a combined ratio of
95% — by means of increased
efficiency and claims-prevention

measures — is continuing.

The underwriting result improved
to a profit of SEK 990 M
(loss: 435).

According to the Swedish Quality
Index, Lansférsakringar continues
to have the most satisfied non-life
insurance customers in Sweden.

Extensive premium increases were
implemented in the non-life insur-
ance sector during 2003.

LANSFORSAKRINGAR ALLIANCE

» NON-LIFE INSURANCE

Strengthened market posi-
tions and reduced costs

The goal for 2003 to increase Lansforsékringar’s share of the non-life

insurance market to 30% has been achieved. Market share, measured

in premiums paid, increased during the year by 1.4 percentage
points, from 29.3% in 2002 to 30.7% in 2003. Premiums paid for

commercial and property insurance rose by 22%, or approximately

SEK 794 M. The number of household and homeowner policies rose
by 18,274 and third-party liability insurance by 65,123 policies.

he customer relations that Lans-
forsdkringar has established
through its non-life insurance
operations also serve as a plat-
form for growth within life assurance and
banking operations. Despite the fact that
insurance companies were forced to raise
their premiums again in 2003 to compensate
for sharply rising claims costs in the private
and commercial insurance markets, Lans-
forsékringar’s customers remain the most
satisfied non-life insurance customers in
Sweden, according to the Swedish Quality
Index. For the twelfth consecutive year,
Lénsforsdkringar has the most satisfied pri-
vate customers. In terms of commercial cus-
tomers, Lansforsakringar has been ranked
number one in the industry since 1994.

The main reason why Lansforsdkringar
retained its top ranking again in 2003 is
that customers awarded the company high
marks for service. Customers also remain
very loyal to Lansforsakringar. Part of the
success is attributable to proximity to the
customer, ability to find flexible solutions,
and the swift, non-bureaucratic claims
adjustment process. In 2003, Léns-
forsdkringar was named as the Non-life
Insurance Company of the Year by the
Swedish business magazine Affdrsvdrilden.

Third-party liability insurance

All regional insurance companies have
decided, starting in 2004, to expand their
business operations to also include third-
party liability insurance. Lansforsakringar
Sak, which dealt with such policies pre-
viously, will now limit the issuance of new
third-party liability insurance policies to
transactions involving customers with
vehicles in several counties. Such transac-
tions correspond to approximately 3% of
the total business volume. The claims
reserve at Lansforsdkringar Sak for third-
party liability transactions enacted prior to
2003 will be dissolved.

Reinsurance

The reinsurance market is still characterized
by high prices and unfavorable terms and
conditions. Profitability in the industry is
extremely poor, due mainly to asbestos
claims in the US and other problems associ-
ated with run-off business. However, new
terms and conditions in the financial mar-
kets also contribute to the poor profitability.
Consequently, the credit rating institutes
have downgraded many companies, includ-
ing SCOR, Partner Re, AXA Re and, not
least, Munich Re. The latter recently carried
out its second issue of shares within a short

m
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MOTOR VEHICLE

Substantially improved profitability, but
claims cost trend continues to cause concern

New registrations of passenger cars in
Sweden increased by 2.6% to 261,000
vehicles. There were also 45,000 direct
imports of passenger cars. During the
year, 234,000 cars were scrapped,
resulting in a net increase in the total
number of passenger cars in Sweden.
Lansforsékringar’s share of the market,
measured in terms of the number of
vehicles covered by third-party liability
insurance, increased further by 0.9 per-
centage points to a total of 36.2%.
Within passenger car insurance, howev-
er, growth subsided during the second
half of the year when the full effects of
previously implemented premium

increases and risk adjustments were felt.

Premium increases implemented in
recent years have improved profitability
in the entire motor vehicle insurance
market, which reported losses during

several years. However, uncertainty

remains regarding the future trend for
personal injury claims. Moped insur-
ance claims constitute a particular prob-
lem. As a result of the new speed-limit
regulations permitting higher speeds, a
growing number of young people are
being involved in accidents and are sus-
taining more extensive injuries than pre-
viously. According to the Swedish
Insurance Federation, the number of
personal injuries reported to insurance
companies has more than doubled. In
response to this alarming development,
Lansforsékringar has been actively
working — both locally with individual
sales staff and through contacts with the
National Society for Road Safety
(NTF), interest groups and authorities —
to reverse this negative trend.

As a joint measure with the insur-
ance companies, Trafikforsdkrings-
foreningen (the Swedish traffic insur-

ance association) introduced, during a
trial period, more stringent proof of
damage requirements for parked-car
damage inspected in the Stockholm area
from March 1, 2003. A marked increase
in the number of claims rejected during
the trial period motivated the applica-
tion of a proof of damage requirement
in the rest of Sweden from September 1,
2003.

Automotive and

third-party liability insurance 2003 2002
Gross premiums
earned, SEKM 5,878 4,901
Passenger cars,

number of policies 1,507,500 1,461,900

Motorcycles, number

of policies 67,100 55,600
Market share, total
number of policies, % 36.2 35.7

LANSFORSAKRINGAR ALLIANCE
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HOUSING

Continued growth in the housing market

Lansforsakringar is the market leader
within homeowner insurance and leisure
home insurance, with market shares of
42.0% and 43.5% respectively. The
homeowner insurance portfolio has
increased by 1% since 2002, while the
volume of premiums paid has risen by
14.5%. This is a sign that Lansforsak-
ringar has prioritized profitability over
growth. Within home content insurance,
Lénsforsdkringar has increased its mar-
ket share from 24.8% to 25.4%.

Production of new housing in 2004
is not expected to be much higher than
during the past three years. The Nation-
al Board of Housing, Building and
Planning estimates that 21,500 homes
will be built in 2004. Only in 2005 and
2006 is the construction of new homes
expected to reach about 24,000. The
forecast for the next four years is for
95,000 dwellings.

The cost of claims due to water
damage continued to rise and exceeded
SEK 1 billion in 2003. Every day,
approximately 100 cases of water dam-

Market shares

age occur, at a total cost of about SEK 3
M. These claims remain the most costly.
To counteract these costs, Lansforsak-
ringar is taking preventive measures by
providing advice and instructions on
building new bathrooms and kitchens

and repairing damage.

Housing 2003 2002

Gross premiums earned, SEKM 2,885 2,509

Home content, number of policies706,900 684,100

Homeowner 688,400 681,700
Leisure home, number
of policies 253,200 249,300

By product area (number of policies), 2003
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period of time, issuing shares for EUR 4
billion. During the past three years, the
reinsurance industry has lost USD 200 bil-
lion. The reinsurers with the strongest posi-
tion today are certain US companies,
Bermuda companies and Lloyds of London.

The challenge for Lansforsakringar has
been to procure a secure and favorably
priced reinsurance program with financial-
ly strong reinsurers. As in prior years,
importance is attached to the principle of
spreading risk.

Reinsurance prices will stabilize pro-
vided that Lansforsdkringar manages to
avoid very large claims. The property busi-
ness is to a large extent dependent on
claims results. For liability and third-party
liability insurance, the situation is more
complex since fewer companies accept
these types of transactions and the collater-
al requirement is also higher.

The market situation for Lansforsak-
ringar’s accepted international reinsurance
remains favorable and Léansforsékringar is
expanding under controlled forms.

Run-off
Prior to 1993, both Lénsforsékringar and

Wasa conducted extensive reinsurance and
international direct insurance business in a
number of different companies. Run-off of

this business is now being managed within

COMMERCIAL

Significant profitability improvement

The total premium volume for Lansférsakringar’'s commercial insurance business in
2003 amounted to SEK 3.3 billion, an increase of nearly SEK 800 M on 2002. The

figures refer to commercial/property transactions, excluding agriculture. The increase

is greatest within the municipal and property segments due to premium increases.

The number of commercial insurance policies amounted to almost 222,000, a rise

of approximately 16,000 policies. Profitability has improved substantially in all seg-

ments as a result of raised premiums, lower operating expenses and an improved

claims outcome. Focusing on profitability by coordinating premiums jointly for all

regional insurance companies proved to be the key to success for commercial non-

life insurance in 2003. For the first time in many years, Lansférsakringar’s commer-

cial insurance operations achieved an overall combined ratio below 100.

Commercial insurance 2003 2002
Gross premiums earned, SEK M 3,178 2,767
Market share, commercial and property, premiums paid, % 349 343

Home content insurance (number of policies), 2003
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Wasa Forsdkring Run-Off AB in the Lans-
forsdkringar AB Group.

Lénsforsdkringar has allocated SEK
680 M for future claims payments and is
currently striving to buy its way out of its
commitments in the most cost-efficient
manner. Run-off activities in 2003 resulted
in a reduction in the provision for future
claims, from SEK 860 M to SEK 630 M.

During the year, two companies —
Svenska Brand and Svenska Brand Liv —
were transferred to Wasa Forsékring Run-
Off AB. As a result of the transfer of Sven-
ska Brand Liv, the provisions for future
claims increased by SEK 50 M to a total of
SEK 680 M.

During 2003, efforts were initiated to

transfer the insurance portfolio in the UK

HEALTH AND WELFARE

company Stockholm Reinsurance Ltd to
enhance the efficiency of run-off opera-
tions and achieve a considerable reduction
in Wasa Forsdkring Run-Off AB’s operat-
ing expenses.

Environmental insurance

Léansforsdkringar remains a leading player
in terms of developing insurance solutions
that ensure financial and environmental
guarantees relating to the recycling of vari-
ous product types. In 2003, the potential
for an increased market in this area in the
future was strengthened considerably
through a new EU directive regarding indi-
vidual producer liability. The directive
applies to all producers of electrical and

electronic products. During the year, recy-

cling insurance contracts were signed for
cars, heavy vehicles, construction equip-
ment and forest machinery. Lansforsak-
ringar has even introduced a new area —
recycling insurance for technical installa-
tions in properties. Other sectors have also
expressed an interest in recycling insur-
ance.

Lansforsdkringar feels a responsibility
to lead environmental developments in the
insurance industry. Clear evidence of this
can be seen in the environmental certifica-
tion of the regional insurance companies,
the unique recycling insurance concept and
the research projects conducted within
Stiftelsen Svenskt Kretslopp (Swedish
closed-loop foundation).

Greater focus on healthcare pays off

Society’s costs for sickness benefits and sick pay increased in
2003. This was despite a change in the regulations governing
sick pay* and an increase in the number of people on part-time
sick leave. A pleasing trend is the reduction in the number of
people on sick leave for less than six months, although the
increase in long-term sick leave and the number of people
receiving sickness benefits means that ill-health in Sweden
remains a substantial problem.

County council finances are strained, making it difficult to
shorten waiting times for medical treatment. In autumn 2003,
Ostergdtland County Council drew up a priority list for treating
patients, a measure which attracted much negative publicity.
Many county councils are now expected to follow suit. As a
result of this trend in society, Lansforsakringar perceives a grow-
ing need for healthcare insurance and other supplementary
solutions for social protection.

In 2003, the number of customers with healthcare insur-
ance increased to 60,000, allowing Lansférsakringar to main-
tain its market share in this segment at about 40%. Efforts
were concentrated during the year on making healthcare insur-

LANSFORSAKRINGAR ALLIANCE

ance more profitable. New terms and conditions were intro-
duced and the premiums were adjusted. A new simplified type
of group healthcare insurance has also been developed. In addi-
tion, routines and working methods were made more efficient
and cost control tightened in the healthcare network.

Activities aimed at preventing and limiting healthcare
claims were also initiated. In this area, Lansférsakringar is work-
ing to meet companies’ growing needs and demands for meas-
uring instruments and services within healthcare and rehabilita-
tion. Lansforsakringar aims to be a partner in the work to create
healthy companies.

*Employers are now required to pay sick pay during the first three weeks that an employee
isabsent due toillness, instead of the first two weeks as previously. After three weeks,
sickness benefit is paid out by the National Social Insurance Office.

Health and welfare 2003 2002
Gross premiums earned, SEK M 459 379
Market share, medical and accident, premiums paid, % 11.7 11.3
Healthcare insurance, number of insured 60,000 50,000
Estimated market share, healthcare insurance, % 40 40




BOATS

Continued strong growth

The positive trend in boat insurance contin-
ued in 2003. Lansférsakringar's new con-
cept involving new premium terms com-
bined with a claims prevention program has
led to a continued increase in boat insur-
ance policies and solid profitability. The
effects of the premium adjustments from
2002 are now being seen in the financial
results and the business reported a positive
technical result. Prior to 2004, further risk
adjustment — mainly for outboard motor
boats — has been recommended to meet the
increased costs of theft.

Despite limited marketing activities,

Lansforsakringar increased its market share

by 1.4 percentage points during the year to
26.9% of total boat insurance policies.
The voluntary boat register, financed
jointly by Swedish insurance companies
and administered since 1993 by the
Swedish Theft Prevention Association, has
now been discontinued after a number of
insurance companies withdrew from the
project. The Swedish Maritime Administra-
tion has been commissioned by the Min-
istry of Industry, Employment and Commu-
nications to investigate the feasibility of
preparing a new national boat register with
compulsory liability insurance as a condi-
tion of inclusion. The Swedish Insurance

Federation has conveyed the standpoint of
the insurance sector, which is basically
that the benefits of having a national regis-
ter based on compulsory liability insurance
do not outweigh the costs of maintaining
such a register. Most leisure boats are
already covered by liability insurance,
either through separate leisure boat insur-
ance or as a supplement to household

insurance.
Boat insurance 2003 2002
Gross premiums earned, SEK M 89 76

Leisure boat, number of policies 72,300 68,200

Market share, number of policies, % 26.9 25.5

LANSFORSAKRINGAR ALLIANCE

25



26

» NON-LIFE INSURANCE

AGRICULTURE

Successful claims prevention measures

Lénsforsdkringar continued to pursue a very active claims pre-
vention program in the agricultural market in 2003. The Farm-
ers’ Safety Concept showed a positive development and the
number of affiliated farmers is at its highest since the concept
was launched. Total claims by farms affiliated to the Farmers’
Safety Concept are considerably lower than for other insured
farmers. A new concept, Safe Stables, was launched in 2003 as
a joint venture between the Federation of Swedish Farmers
(LRF) and Agria Djurforsékring. This new project is based on
the same principles as the Farmers’ Safety Concept. The joint
project with the National Electrical Commission relating to the
introduction of requirements for fire-resistant plastics in electri-
cal materials led to a greater number of interested parties sup-
porting the cause in 2003, and the requirements have gained a

hearing in the EU.

LANSFORSAKRINGAR ALLIANCE

Agricultural insurance is included as part of the commercial
market in the overall industry statistics. During the year, a
method was designed for calculating the market share held by
agriculture. In accordance with this method, Lansforsdkringar’s
share of the agricultural insurance market amounts to 80-85%.

During the year, a project to revise and develop Lénsforsik-
ringar’s forest insurance product was also initiated. The product
will be adapted to modern forestry operations and current envi-
ronmental requirements. Launch of the new product is sched-
uled for 2005.

Agriculture 2003 2002
Gross premiums earned, SEK M 1,006 919
Agricultural insurance, number of policies 190,200 188,000
Tractor insurance, number of policies 257,000 251,000




AGRIA DJURFORSAKRING

Quality generates profitability

Lansforsékringar’s specialist company
for animal and crop insurance, Agria
Djurforsikring, raised its technical
result in 2003 to SEK 87 M (31).
Premium income rose by 12% to
SEK 770 M (685).

The key factor underlying the
improved result was lower cost increases
for veterinary care. Meanwhile, life
claims rose slightly. Combined with
slightly lower demand for veterinary
care and changes in terms and condi-
tions, claims payments were on a par
with those of 2002.

Agreements covering direct claims
adjustment with almost 200 veterinary
hospitals and clinics guarantee high-
quality adjustment. The claim process is
simplified and cooperation between the
clinic and the company is facilitated,
leading in turn to lower costs. This ben-
efits Agria’s customers since it reduces
the need to raise premiums in the future.

Cat insurance continues to show
strong growth, with premiums for
insured cats approaching SEK 70 M.

Horse and crop insurance is also grow-
ing steadily.

Agria’s market share amounted to
62.3% (64.1).

Agria’s website www.agria.se is used
increasingly for policy sales. The num-
ber of policies sold via the site rose by
30% compared with 2002.

Customer Center, Agria’s largest
sales channel, sold 40,900 (36,500) poli-
cies during the year, corresponding to
one third of all new policies for small

animals.

Major claims in agriculture

May marked the largest claim in Agria’s
history. A full 48 pig farms were quar-
antined by the Swedish authorities due
to the discovery of salmonella-infected
feed, resulting in an estimated net com-
pensation of SEK 7-8 M. Agria is
preparing counter claims against the
feed company, Lantménnen.

Operating expenses rose by SEK
15.4 M (15.2), or 8.1% (8.7). The return
on investment assets during the year was

3.9% despite a relatively favorable stock
market trend. The rise in stock prices
was offset by currency losses.

Agria’s strategic capital was
strengthened and rewarded

For a second time, Agria was awarded
the Swedish Quality Award. Some of the
reasons cited for the award were that the
company’s management was both com-
mitted and goal oriented, and that opera-
tions are based on a strong conviction of
the importance of participation and
openness. Agria is the first company to
receive the award twice.

In September, Agria presented a new
logotype and graphic profile that com-
municates more clearly what the compa-
ny represents.

KEY FIGURES 2003 2002
Premium income, SEK M 770 685
Operating income, SEK M 107 -17
Market share, % 62.3 64.1

Number of customers 361,000 351,000
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Claims adjustment

Each regional insurance company offers
private and commercial customers a
broad range of products within non-life
insurance. Claims service is also han-
dled locally by experts at the regional
insurance companies. Local strength
combined with the possibility to link
with resources and expertise at the
national level results in a first-class
service for all types of claims. The local
concept guarantees swift processing by
competent local staff. Approximately
700 people work with claims adjustment
within the Lansforsdkringar Alliance,
and Lansforsékringar’s international net-
work of partners guarantees service also
outside Sweden.

Claims adjustment entails an impor-
tant delivery of the product purchased
by the customer. It involves providing
an active service to Lénsforsakringar’s
customers. A claim is adjusted in coop-
eration with the customer as quickly as
possible after the claim has arisen so as
to ensure that the details surrounding
the claim are as complete as possible. A
guiding rule is that the adjustment of
claims must be consistent, uniform and
fair. For example, language difficulties
or disabilities may affect the customer’s
comprehension or ability to take action,
which is why it is important that Lans-
forsakringar provides individually
adapted service. Lansforsékringar’s
claims service is to be perceived as flex-
ible and adapted to customers’ individ-
ual needs. In 2003, Lansforsakringar
adjusted almost 600,000 claims — more
than half of these related to damage to
motor vehicles. Another major claims
area pertained to household insurance,

LANSFORSAKRINGAR ALLIANCE

which represented 33% of claims. Com-
mercial insurance represented 5%. Agri-
cultural insurance resulted in approxi-
mately 23,000 claims, accident insur-
ance in about 12,000 claims and boat
insurance in almost 2,500.

Premiums for Lansforsikringar’s
products are calculated based on the
number of claims and the average cost
of claims, operating expenses for
administering insurance and adjusting
claims, and on the investment income
obtained on the premium during the
period from when the premium is paid
to when claims are paid out. When eval-
uating the various parameters, Lans-
forsakringar firstly looks at the con-
firmed past history and then makes an
estimate of future changes that may
affect the cost of claims. Such changes
may, for example, involve changes in
claims risk and future inflation as well
as changes in legislation and legal prac-
tice. An estimate is also made of the
factors affecting operating expenses and
investment income. Based on these
parameters, the average price required
to conduct healthy and financially
sound insurance business is calculated.
Finally, the total premium withdrawal is
divided between various types of insur-
ance according to their risk exposure.
This involves taking differences in risk
in account, for example between models
of cars, types of housing, mileage and
geographical locations.

Lénsforsakringar also provides cus-
tomer advice and guidelines both as a
preventive measure and after damage
has occurred. Advice is provided in a
comprehensible and non-bureaucratic

manner. Lansforsakringar always strives
to take measures and decisions to
inform customers of their rights and
obligations.

Insurance fraud is a major and
steadily growing problem in the insur-
ance industry, and Lansforsakringar has
also encountered attempted fraud. In
response to this, a team of 32 investiga-
tors at Lansforsakringar currently work
on investigating suspicious claims. In
2003, their efforts resulted in the non-
payment of insurance claims worth
nearly SEK 85 M. However, since many
cases of insurance fraud remain unde-
tected, efforts in this area will be inten-
sified.

CLAIMS STATISTICS, 2003

Number Gross claims
Product area of claims cost, SEKM
Commercial 33,600 2,004
Civil 182,800 2,052
Agriculture 22,600 721
Accident 12,300 276
Boat 2,500 60
Motor vehicle, private 220,000 3,000
Motor vehicle, commercial 70,000 970




Comments on

Lansforsakringar’s earnings and key fig-
ures for non-life insurance consist of the
sum of the earnings of the 24 regional
insurance companies and the Léns-
forsakringar AB Group, including Agria
Djurforsikring.

Premiums earned after ceded rein-
surance rose by 19% during the year to
SEK 14,087 M (11,859) as a result of
premium increases and Lansforsak-
ringar’s success in the market.

The technical result from non-life
insurance operations amounted to SEK
990 M (negative: 431), or 7% (negative:
4) of premiums earned after ceded rein-

financial results

surance. The claims ratio declined to
81% (90) in 2003 and the expense ratio
fell to 20% (23). This means that the
combined ratio of 101% (113) is now in
line with the previous set target of a

reduction in the combined ratio to 100%.

A combination of efficiency-enhancing
measures, claims prevention measures,
market growth and premium increases
will cause the combined ratio to drop
further to 95% in the next few years.
Lansforsakringar’s solvency margin

within non-life insurance continues to be

strong at 112% (117). Operating income
amounted to SEK 2,157 M (loss: 4,527).

KEY FIGURES 2003 2002
Premiums earned after ceded

reinsurance, SEK M 14,087 11,859
Technical result before

bonus, SEKM 990 -431
Operating income, SEK M 2,157 -4,527
Expense ratio 20 23
Claimsratio 81 90
Combined ratio 101 113
Technical resultasa

percentage of premiums

earned after ceded reinsurance 7 -4
Net asset value, SEKM 16,722 14,657
Solvency margin, % 112 117

Number of consumer policies

3,835,000 3,720,000
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2003 in brief

The net profit for the year of SEK
3,808 M (loss: 12,442) was
mainly attributable to investment
income of SEK 9,139 M (nega-
tive: 14,508).

Annual administration expenses
were reduced by SEK 241 M and
operations were streamlined.

Average annual bonus rate of
10.6% since Lansforsakringar
started life assurance operations
in 1985.

Market share, measured as a per-
centage of total new sales, was
unchanged compared with 2002
at 10.5%. Market share in terms
of premium income was 8.5%
(8.8).

Lansfdérsakringar further intensi-
fied its efforts in the occupational
pension market.

Premium income amounted to
SEK 8,069 M (8,126).

30 LANSFORSAKRINGAR ALLIANCE

» LIFE ASSURANCE

Focus on efficiency

improvements and
profitable growth

The year 2003 was virtually unique in the Swedish life assurance mar-

ket. Following the major stock market decline that started in 2000, the

markets turned upward, strengthening solvency and collective consoli-

dation. Meanwhile, the industry suffered a crisis of confidence result-

ing from a number of much debated business transactions and bonus

agreements. Lansférsakringar's life assurance operations focused on

efficiency-enhancing measures to strengthen collective consolidation.

hrough the 24 independent and

customer-owned regional insur-

ance companies, Lans-

forsékringar offers financial
security by combining long-term savings
with insurance protection. Protection and
savings are combined in pension insur-
ance, life assurance and health insurance.
During 2003, the focus of Lansforsak-
ringar’s life assurance operations was on
greater efficiency, cost reductions and
measures to improve collective consolida-
tion. Administrative expenses were
reduced by SEK 241 M, or 22%. At the
same time, efforts were made to promote
future profitability and growth. A large
collective agreement pension campaign
was conducted along with a customer rela-
tions campaign regarding pensions. The
occupational pension campaign continued
during 2003.

Léansforsdkringar was named Life
Assurance Company of the Year by the
magazine Affdrsvdrlden and was also
awarded a prize for the Best Pension Fund
in Sweden by the magazine Investment &

Pensions Europe.

Occupational pension market
Lansforsdkringar regards large companies
as customer meeting places. Two thirds of
employees in Sweden work for companies
with more than 50 employees. Lansfor-
sakringar aims to be the insurance compa-
ny that also meets these individuals in their
workplaces.

Occupational pension plans have tradi-
tionally been regulated by collective labor
market agreements. Over the past decade,
however, employees have been given
greater freedom of choice regarding their
occupational pension plans and how they
wish to invest a portion of their pension
savings.

Lénsforsakringar offers a complete
range of insurance solutions for companies
and private customers. Customers who
have savings and private insurance policies
with Lansforsékringar can have their occu-
pational pension insurance with Lansfor-
sikringar too.

To satisfy the needs of large compa-
nies, Lansforsiakringar employs special
advisors who specialize in occupational
pension solutions for these companies.

m
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Review report

In May 2003, the Board of Directors of
Lénsforsakringar Liv commissioned the for-
mer Authorized Public Accountant Bertil
Edlund to carry out an independent review
of certain transactions that have been exe-
cuted within the Lansforsikringar Alliance
since the merger between Lansforsdkringar
and Wasa in 1998. The purpose of the
review was to investigate whether the execu-
tion of these transaction had taken the inter-
ests of the life assurance policyholders into
account. The following transactions were

reviewed:

The loan of SEK 1,160 M from Lans-
forsakringar Liv to Lansforsakringar
Sak

Lansforsdkringar’s acquisition of Wasa in
1998 included a long-term loan of SEK
1,160 M from Wasa Liv to the current Léns-
forsékringar Sak. When the portfolio was
transferred from Wasa Liv to Lansforsik-
ringar Liv, the claim on Lansforsékringar
Sak was also transferred to Lansforsak-
ringar Liv. The loan matured in May 2002.
Lansforsdkringar Sak requested to extend
the loan, and this request was granted by
Lansforsékringar Liv. The loan was
redeemed in December 2003 at the request
of Lansforsdkringar Sak.

The investigation had no objections to
Lansforsakringar Liv’s decision in May 2002
to extend the loan to Lénsforsékringar Sak.
The terms and collateral for the loan were
on market terms and did not disadvantage

the life assurance customers in any way.

Lansforsakringar Liv's acquisition of
Lansforsakringar Fondliv from Lans-
forsakringar Sak

Following the merger between Lansfor-
sékringar and Wasa, Lénsforsakringar

Fondliv was owned by Lénsforsakringar AB

but Lansforsdkringar Liv had operational
control of the company. At the end of 1999,
Lénsforsakringar Fondliv was acquired by
Lénsforsakringar Liv. After negotiation, the
two parties jointly set a consideration of
SEK 2,290 M, plus an additional purchase
price corresponding to 50% of the annual
change in embedded value attributable to
new sales during the year for the years 2000
to 2006.

The investigation had no objections to
the transfer of Lansforsékringar Fondliv to
Lénsforsakringar Liv. According to the
review, the business motives for the transac-
tion were justified. Also in this case, the
review assessed that the interests of the life
assurance policyholders had been taken into

account.

Outsourcing of portfolio management
to ABN AMRO Bank

On June 1, 2002, Lansforsékringar Kapital
and Lansforsdkringar Sak transferred the
mandate to manage assets on behalf of
Lansforsakringar Liv to ABN AMRO Bank
for SEK 1,300 M. The compensation paid
by ABN AMRO was received by Léns-
forsdkringar Sak.

The review concluded that no criticism
can be directed against the fact that Léns-
forsdkringar Sak was the recipient of the
compensation paid by ABN AMRO. Léns-
forsdkringar Liv had an existing manage-
ment agreement with Lénsforsakringar Sak
with a short period of notice and has not
extended the period of notice or granted any
other concessions. The interests of the life
assurance customers had been taken into

account in other respects.

The assignment involving Nordic Alter-
native Investment Advisors AB acting
as advisors to Lansforsakringar regard-

ing the management of Alternative
Investments

Lénsforsakringar invests capital in an asset
class known as Alternative Investments.
This refers to special types of venture capi-
tal funds managed by Swedish or interna-
tional specialists. Following the decision to
transfer other portfolio management on
behalf of the Lansforsdkringar Alliance to
ABN AMRO, the assignment to act as advi-
sors for the management of Alternative
Investments was transferred to Nordic Alter-
native Investment Advisors AB.

The review had no objections to the
decision to transfer the assignment to act as
Alternative Investment advisors to Nordic
Alternative Investment Advisors AB.

Summary

Consequently, the independent review had
no objections to the transactions that were
reviewed. On the contrary, the review con-
cluded that the above transactions have been
handled correctly. The review presented
suggestions for changes in several areas to
reinforce Lansforsakringar Liv’s independ-
ence and to strengthen policyholders’ confi-
dence in the company. The Boards of Direc-
tors of Lansforsékringar AB and Lans-
forsékringar Liv have adopted a new policy
for allocating rental apartments in proper-
ties owned by the Lansforsdkringar
Alliance. However, the investigation empha-
sized that policyholders have not missed out
on any values as a result of the previous
policy. A policyholder association has exist-
ed for some time and Lansforsékringar has
also been given greater independence in the
Board to sustain the confidence of the poli-
cyholders. Furthermore, the compliance
function has been expanded.
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Total

Market shares, % Occupational pensi ing: Private p plans

Value of new sales, 2003 10.5 11.1 9.7 10.5
Value of new sales, 2002 10.5 11.0 9.6 9.6
Premium income, 2003 8.5 8.2 6.9 15.2
Premium income, 2002 8.8 8.4 7.1 15.7
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Solvency and collective consolidation

Life assurance company

Collective consolidation 2003

Solvency and collective consolidation

Mar 31 Jun 30 Sep 30 Oct 31 Nov 30 Dec 31
AMF Pension 94 100 101 102 103 105 %
Folksam Liv 92 95 96 105 104 105 200
Forenade Liv 86 91 91 104 103 105
KPA Pension 94 98 98 98 97 99 150
Lansforsakringar 84 88 89 90 90 92
Nordea Liv 1 (Livia) 90 92 92 92 92 93
Salus Ansvar Liv 89 89 90 2 El) 91 100 %
SEB Trygg Liv, Old 87 91 92 94 94 96
SEB Trygg Liv, New 97 98 99 98 99 99 50
Skandia Liv 85 90 91 92 92 94 2000 Z001 Aotz 2R
SPP Liv 88 89 89 89 90 91 Solvency

Source: Finansinspektionen

== Collective consolidation

At December 31, 2003, solvency was 122% (119) and collective consolidation was 92%. Collective consolidation under 100%

means that too much money has been allocated to policyholders through bonuses.

Solvency

Solvency is a measure of a life assurance company'’s financial
position. It shows the value of the company’s assets in relation to
the company’s guaranteed commitments to customers. The low-
est permissible solvency ratio is 104%. Solvency is also a meas-
ure of a life assurance company'’s financial strength. Good solven-
cy provides scope for equities in the investment portfolio, which
from experience involves potential for substantial increases in
value. This is especially obvious today when market rates of inter-

est are low.

Cont. from page 30

m

Lansforsikringar has also developed an
interactive online advisory service relating
to occupational pensions. Through this
service, Lansforsakringar can offer effi-
cient and high-quality advice to employees
at a time that suits the customer.

Lénsforsdkringar growth in the occupa-
tional pension market in 2003 amounted to
12%. The sales value was SEK 11.2 billion
(10.0), corresponding to a market share of
11.1% (11.0).

Collective consolidation

years.

Collective agreement pension market

The collective agreement pension market
is characterized by the receipt of large pre-
mium income each year and long contract
periods. In 2003, total premium income in
the collective agreement pension market
amounted to SEK 17 billion. The average
premium per person and year is approxi-
mately SEK 6,000. Collective agreement
pensions involve straightforward adminis-
tration and low costs. More than 90% (or 3
million) of all employees in companies are

Collective consolidation is a measure of a life assurance compa-
ny’s ability to distribute a bonus. It shows the value of the com-
pany’s assets in relation to the guaranteed commitments and the
non-guaranteed bonus to customers, i.e. the entire capital
assured. The measure is theoretical since it reflects a situation
where the company would pay out the entire capital assured dur-
ing a single day. The shortest payment period in a traditional life
assurance policy is 5 years and the average maturity is about 18

covered by a collective agreement pension,
and 5 million individuals are covered by a
premium pension. This means that the
majority of Lansforsakringar’s customers
are covered by one or both of these pen-
sions. Collective agreement pensions and
premium pensions thus provide an obvious
initial topic in meetings with customers.
When Swedes were asked in 2000 to
choose funds in which to invest their premi-
um pension, more than 400,000 customers
chose Lansforsékringar. These customers
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Collective consolidation policy

All investment income belongs to the
policyholders. Investment income is
transferred to the policyholders as
bonus interest. Saving a certain per-
centage of the investment income in
the form of consolidation capital cre-
ates opportunities for higher invest-
ment income in the future and, in turn,
higher bonus payments.

A certain portion of this consoli-
dated capital should always be avail-
able to ensure that negative market
movements do not have a direct impact
on the capital assured and that Lans-
forsakringar Liv can fulfill its obliga-
tions to policyholders even in times
when investment income is low.

The bonus rate shall reflect the
long-term nature of the customers’
investment and shall ensure a fair dis-
tribution between different groups of
policyholders at different times. As a
result, decisions concerning bonus
rates should be farsighted, sustainable

received free survivors’ benefits for a period
of three years, entailing that the earned pre-
mium pension is paid to the next-of-kin in
the event of death instead of being trans-
ferred to the collective pension reserve.

Market shares

In 2003, the Swedish life assurance market
had a total sales value of SEK 131 billion,
the same level as the preceding year. The
occupational pension market is the largest
of the three sub-markets; occupational pen-
sions, savings and private pension plans.

The sales value for the occupational pen-
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and fair. To ensure a fair distribution,
Lénsforsakringar Liv may apply differ-
ent bonus rates for different groups of
policyholders in different periods.

The consolidation capital is affect-
ed by the bonus rate, the current yield,
daily fluctuations in asset values, pre-
mium payments, claims payments and
operating expenses.

The collective consolidation ratio is
permitted to vary between 100 and
120. The suitable consolidation level
within this interval is established on a
case-to-case basis in view of the risk
that Lansforsakringar Liv perceives in
the financial markets and the extent of
the risk in the balance sheet. The bonus
rate is set so as to ensure that an appro-
priate consolidation ratio is achieved.

If the collective consolidation ratio
is outside the interval, the bonus rate is
set so as to return collective consolida-
tion to within the interval within three
years.

sion market in 2003 amounted to SEK 101
billion, an increase of 11% compared with
the preceding year. The private pensions
sub-market, with a sales value of SEK 6
billion, declined by 10%. The savings sub-
market declined by 34% and had a sales
value of SEK 21 billion.

In 2003, Lansforsakringar’s market
share in terms of new sales was unchanged
from the preceding year at 10.5%. Market
share measured as premium income was
SEK 8.5% (8.8). In terms of premium
income, Lansforsdkringar’s largest market
share is within private pensions, the second

largest is within occupational pensions and

the smallest market share is within the sav-
ings sub-market.

In terms of new sales, Lansforsik-
ringar’s market share is largest within
occupational pensions (11.1%), second
largest within savings (9.7%) and smallest
within the private pensions sub-market
(10.5%).

Measures to improve
collective consolidation
Lénsforsikringar has implemented a num-

ber of measures to improve collective con-



solidation in the life assurance company.

Significant cost reductions were achieved
in Lansforsdkringar’s life assurance opera-
tions through staff cutbacks and reduced
administration and marketing costs. The
bonus rate was lowered on September 1,
2002 to 0.5%, meaning that preliminarily
allocated bonuses will be recovered on an
ongoing basis. Also, effective April 7,
2003, a distinction between new and old
money was made, meaning that customers
who made payments on or after April 7,
2003 currently receive a bonus rate of 3%
before taxes and fees. Payments that were

made prior to April 7, 2003 currently
receive a bonus rate of 0.5% before taxes
and fees. This measure was enacted due to
the fact that collective consolidation has
been lower than average for a long period
of time. As an additional measure to
improve consolidation, Lansforsakringar
made relatively large changes in 2003 in
the distribution of its assets, keeping pace

with financial developments in the market.

Effective October 1, 2003, the amount
paid at redemption is adjusted to market
value by reducing the bonus rate. The
measure was introduced to counteract the

risk of some customers being treated
unfairly since the collective consolidation
ratio has been lower than 100 for a consid-
erable period. In addition, premium
increases and amendments to terms and
conditions were implemented in response
to the weak risk situation.
Lansforsékringar Liv’s finances are
sound, with a solvency ratio of 124% in
February 2004. This means that the value
of assets exceeds guaranteed commitments
by 24%. Collective consolidation, on the
other hand, is less than 100%. In accor-
dance with the collective consolidation pol-
icy, collective consolidation is to be rein-
stated at 100% by September 30, 2004.
Assuming a continued positive develop-
ment, there is a reasonable chance that the
consolidation ratio can be returned to
100% by that time. However, the possibility
of a non-recurring recovery of the prelimi-
narily allotted bonus cannot be ruled out.
This possible recovery will likely be less
than the bonus allotment of approximately
SEK 6 billion implemented in 2000 when
collective consolidation was very high.

Earnings

The net result for the year amounted to
SEK 3,808 M (negative: 12,442). The
profit was largely attributable to invest-
ment income but also to reduced costs.

Traditional management

Net profit in Lansforsakringar Liv amount-
ed to SEK 4,452 M (negative: 12,546).
Premium income amounted to SEK 4,873
M (4,996) and investment income was
SEK 7,218 (negative: 9,791). The total
return was 8.5% (negative: 10.1). Operat-
ing expenses amounted to SEK 974 M
(1,101).

New World

Lénsforsakringar’s New World manage-
ment alternative combines the security of
traditional management with the opportu-
nities provided by unit-linked manage-
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INVESTMENT INCOME 2003 FOR LANSFORSAKRINGAR LIV, TRADITIONAL LIFE ASSURANCE

Amounts in SEKM

Investment Market % Net Change % Market % Direct % Total %

value investment in value value yield yield

Jan 1, 2003 Dec 31, 2003

Interest-bearing 54,439 65 -6,083 -471 -0.9 47,885 55 2,070 4.1 1,599 3.2
Equities 16,788 20 6,242 4,208 215 27,238 31 500 2.5 4,708 240
Alternative Investments 5,563 7 2,420 371 5.3 8,354 9 407 5.9 778 11.2
Properties 1) 2) 7,036 9 -2,233 -146 -2.6 4,657 5 174 3.1 28 0.5
Financing of investments -521 -1 508 0 0.0 -13 0 -3 -1.1 -3 -11
TOTAL 83,305 100 854 3,962 4.8 88,121 100 3,148 3.9 7,110 8.7
Other 3,523 112 319 3,954 -190 129
TOTAL 86,828 966 4,281 5.0 92,075 2,958 3.5 7,239 8.5

1 Properties include the holding in the trading company Utile Dulci with net of market value and liabilities.

2)Properties also include Kista and shares in KB. A portion of external financial is also included in the opening balance.
The adjustment is reported under net investments in the lines for properties and financing.

ment. The New World portfolio generated
a return of 12.5% (negative: 22.5) in 2003.

Unit-linked insurance

Lénsforsdkringar Fondliv reported a loss of
SEK 254 M (loss: 632) in 2003. Premium
income amounted to SEK 3,196 M (3,131)
and operating expenses to SEK 476 M
(788).

Overall, 24 of the 25 mutual funds
open for insurance savings yielded positive
returns in 2003.

Investment portfolio, Dec 31, 2003

Hedge funds 2% Properties 6%

Interest-

Equities 44%Y bearing 48%

Total: SEK 87.4 billion

D Of which, unlisted shares 4.7%
and listed shares 39.7%.
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Investment strategy

In 2002, Lansforsdkringar reduced the
proportion of equity investments in favor
of fixed-income securities in response to
the negative stock market developments.
In 2003, the stock market performance
improved and Lansforsakringar has there-
fore increased the equity portion of its
portfolio in pace with improved key fig-
ures.

The investment strategy in 2003
involves gradually increasing the percent-

Investment portfolio over time
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age of equities without risking the
amounts agreed in the insurance contracts.
During the year, equity exposure in the
normal portfolio was increased by 10 per-
centage points. The high equity portion
has been combined with extended hedging
against a sharp decline in share prices.
Furthermore, interest-rate risk has been
limited in the fixed-income portfolios due
to signs of a stronger economy and result-
ing optimism regarding rising long-term
interest rates in 2004.
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Life assurance operations are conducted through the 24 regional insurance companies. Lansférsakringar Liv owns the concession for

all life assurance and health insurance operations as well as for non-life insurance business in the form of direct medical and acci-

dent insurance. Traditional life assurance is provided by Lansférsakringar Liv and unit-linked insurance by its subsidiary, Lans-

forsakringar Fondliv. Lansforsékringar Liv is a wholly owned subsidiary of Lansférsakringar AB. Lansférsakringar Liv is operated in

accordance with mutual principles, entailing that all surplus generated by the company is transferred back to the policyholders in the

form of a bonus.

Yield 2003 — unit-linked insurance

%
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2003 in brief

The bank’s lending to the public
increased by 51% to SEK 30

billion. Deposits from the public
rose by 15% to SEK 17 billion.

The number of customers that
have their current account,
cards, savings and loans with
the bank increased by 63% in
2003.

At year-end, 10% of private
home customers were also bank
customers.

At year-end, Lansférsakringar’s
banking operations had
452,000 customers, an increase
of 15%.

Lansforsakringar’s bank cus-
tomers are among the most sat-
isfied in Sweden, according to
the 2003 Swedish Quality
Index. The bank has the highest
ratings of all banks for the best-
value banking services and the
most loyal bank customers.
During the year, an MTN pro-
gram was issued in addition to a
syndicated term loan and revolv-
ing credit.

LANSFORSAKRINGAR ALLIANCE
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Lansforsakringar

— a full-service bank
striding forward

Banking operations showed a highly favorable development during

2003. Volumes are increasing as a growing number of satisfied cus-

tomers choose Lansférsakringar as their main bank. During the year,

the number of customers increased by 15%. The business volume

rose by 36% to SEK 47 billion and total revenues rose by 27%. Lans-

forsakringar no longer merely attracts customers for supplementary

banking services. Today, it is a bank that customers switch to.

ansforsdkringar’ business model

applies to banking operations in

addition to the other core areas

of life assurance and non-life
insurance. This creates a unique local pres-
ence and familiarity with the market.
Within Lansforsékringar AB, development
and support functions for banking opera-
tions are conducted through Lansforsik-
ringar Bank AB and the subsidiaries Léns-
forsakringar Hypotek AB, Wasa Kredit AB
and WASA Garanti Forsakrings AB. Lans-
forsdkringar Hypotek AB is a mortgage
institution and Wasa Kredit AB offers vari-
ous forms of leasing and financing. WASA
Garanti Forsiakrings AB handles risk com-
mitment run-off activities and is scheduled
for liquidation during 2004.

A full-service bank

During 2000, the banking business devel-
oped its strategy for growing from a niche
bank to a full-service bank. Today, the
bank offers complete solutions in the areas
of saving, lending and payments. The bank
directs its services to private individuals
and farmers and is a full-service bank
where customers can conduct all their

banking business. The Lansforsdkringar
Alliance’s strong financial position pro-
vides the banking operations with the nec-
essary conditions for sustainability, devel-
opment potential and good value. Home-
owners and farmers, Lansforsakringar’s
strategic target groups in the banking mar-
ket, are offered a total customer concept
with substantial customer benefits within
banking and insurance.

Banking and insurance
— a strong combination

Although Lansforsdkringar has Sweden’s
strongest brand in the non-life insurance
segment, still relatively few people are
aware of the Alliance’s banking services.
According to a brand awareness survey
conducted in December 2003, 17% of the
Swedish population are aware that Lans-
forsékringar also offers banking services.
Of the Alliance’s 3 million insurance cus-
tomers, 14% use one or more of Lins-
forsékringar’s banking services. This
means that there is significant potential in
the customer base, both for attracting more
customers to the banking operations and
for more business with existing customers.



The long-term goal is for the majority of
Lansforsikringar’s customers to also use
Lénsforsdkringar’s banking services.

A clear goal is to raise the level of
awareness about Lansforsdkringar’s bank-
ing operations. This is being achieved
through a number of offers that clarify
Lansforsikringar’s products and services
and make it attractive for customers to
combine all their banking and insurance
business at Lansforsakringar. These efforts
are producing results: at year-end, 10% (8)
of the private home insurance customers
were also bank customers.

Strong growth

A growing number of people are choosing
Lénsforsdkringar as their main bank. Dur-
ing the year, the number of customers

increased by 15% to 452,000 and the bank

is now the sixth largest bank in Sweden for
private customers and farmers. Deposits
from households rose by 15% to SEK 17
billion. Lansforsékringar has 2.9% of the
market for deposits from households.
Lending grew by 51% to SEK 30 bil-
lion. Lending by Lansforsékringar
Hypotek increased by 106% to SEK 16
billion. The number of housing loan cus-
tomers rose by 70%, from 30,000 to
51,000. The market share in terms of lend-
ing to households was 2.3% and the mar-
ket share for housing loans (first mort-
gages) amounted to approximately 2%.

Profitability in focus

Operating income for 2003 amounted to
SEK 65 M (20). Total revenues increased
at a considerably higher rate (27%) than
administration expenses (15%). Long-term

profitability increased in pace with growth
in volume. Net interest income improved
by 30%. Net commission income was
unchanged. Lansforsikringar Bank’s capi-
tal adequacy at year-end 2003 was 13.00%
(8.08). In December, the target level for
total capital adequacy was raised from
9.25% to 10.5%. At the same time, the
bank introduced a target level for the Tier
1 ratio at 8.5%. The permitted deviation
range for both target levels is +/— 0.5 per-
centage points. The raise in target levels is
a result of the bank’s increased activity in
the mortgage market and as an issuer of
securities in the capital market. The inten-
tion is to further strengthen the bank’s
position in the capital market. The percent-

age of doubtful receivables declined during
the year, from 0.18% to 0.12%. Loan loss-
es amounted to SEK 39 M (13).

LANSFORSAKRINGAR ALLIANCE



40

> BANK

Number of customers
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The number of customers
increased by 15% in 2003.

Customers with current accounts,
cards, savings and loans
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There is a steady increase in the
number of customers who have
their current account, savings and
loans with the bank.

Number of bank offices

100
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82 bank offices throughout Sweden.
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Customer meetings

Lansforsdkringar has a very strong local
presence through the 24 regional insurance
companies. In 2003, this market presence
was strengthened further and bank cus-
tomers now have access to 82 local adviso-
ry offices nationwide, in addition to ATMs
across Sweden, telephone banking and
Internet services. Bank customers can also
make withdrawals, deposits and interna-
tional payments at about 1,200 offices and
via 2,500 rural mail carriers through Lans-
forsdkringar’s cooperation with Svensk
Kassaservice (Swedish Cashier Service).
The aim is for volumes and profitability to
continue to grow and the bank to develop
into an even stronger full-service bank,
with substantially more customers than

today.

Broadening of customers’
banking commitments

Customers who have chosen Lénsforsék-
ringar as their main bank state their main
reasons as being better rates of interest and
lower fees. According to the private cus-
tomer survey conducted by Demoskop in
2003, Lansforsakringar’s banking customers
rate the banking operations highly, with four
out of five customers rating the bank in gen-
eral as being good or very good.

The aim is to broaden customer com-
mitments by increasing the number of cus-
tomers who have their current account,
cards, savings and loans with the bank. New
customers are utilizing several products
from the bank’s range to a greater extent
than previously. Since 2001, the number of
customers who have their current
account, cards, savings and loans with
the bank has increased fivefold.

Employees

A total of 542 persons work with
banking operations within the Léns-
forsdkringar Alliance, half of them
at the regional insurance companies.
Successful customer meetings are

dependent on knowledge and under-

standing about the customer’s situation,
needs and possibilities, as well as about
local market conditions. The employees
possess the necessary skills and apply a
working method that always focuses on the
customer, thus generating confidence in all
of the bank’s channels. Lansforsdkringar’s
EttKUND (OneCustomer) sales support
system is an important tool that facilitates
contacts with customers. The bank’s train-
ing package serves as a common platform
for the 24 regional insurance companies.
Lansforsdkringar has certified a total of
more than 750 advisors who give advice
about mutual funds and other forms of
saving. The certification verifies that the
employees have undergone a training pro-
gram approved by the Swedish Investment
Fund Association and designed in accor-
dance with the competence requirements
defined by the Association.

Lansforsakringar offers its
bank customers service
through 82 bank offices
throughout Sweden.



Development of the bank’s daily
financial services on the Internet

Today, 64% of customer payments are made via the Internet. The number of
customers connected to Lansforsdkringar’s Internet bank rose by 18% during
the year to 259,000. Customers who use the Internet bank are satisfied with
the service. According to a recently conducted survey, 90% of Léns-
forsakringar’s Internet bank customers have a positive overall impression. In
2003, improvements were made in the banking services offered by the Internet
bank. For example, Internet bank customers can see their direct debit arrange-
ments (autogiro) and can make new direct debit arrangements electronically.
Customers can also assign names to their accounts in the Internet bank and
decide whether they wish to receive account statements and mutual fund annu-
al reports by post. The Internet services for mutual funds and banking have
been integrated in the Internet bank, making matters easier for customers.
From the beginning of 2004, bank customers will also be able to order an elec-
tronic BankID via the Internet bank, thus improving service and security.

Overall impression

100 —_—
| Very poor

2
8
|
[ | Very good

Internet bank

Telephone
bank

Bank customers rate Lansforsakringar’s tele-
phone bank and Internet bank very highly.
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Strong position within agriculture

With 185,000 customers, Lansforsak-
ringar dominates the insurance market
for the agricultural segment. These cus-
tomers constitute the base for extend-
ing customer relationships within life
assurance and banking. During 2003,
the number of banking customers in
agriculture increased to 19,000
(17,000). Farmers who choose Lans-
forsakringar as their main bank appre-
ciate the bank’s knowledge of the agri-
cultural segment and the competitive
prices. According to a customer survey
in 2003, nearly 70% of agricultural
customers consider it an advantage to
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combine their banking and insurance
business at Lansforsikringar.

The partnership with Landshypotek
(loans for agricultural and forestry prop-
erties) was strengthened further during
the year. Lansforsakringar and Landshy-
potek market each other’s services, en-
abling them to offer a full-service alter-
native in banking and insurance services
for farmers. The partnership with Lands-
hypotek, combined with Lénsforsék-
ringar’s solid position within non-life
insurance, offers continued strong poten-
tial for developing banking operations
within the agricultural segment.

Lending, agriculture, SEK M
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Lending increased by 53% to
SEK 2,661 M.

Deposits, agriculture, SEK M
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Deposits amounted to SEK 2,048
M, an increase of 23%.

Agricultural customers
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™ Linked to agriculture
M Active farmers

The bank has approximately
19,000 agricultural customers.



Saving

During the year, the bank supplemented its
range of savings products with a fixed-
interest account with terms and interest that
follow the same value-for-money profile as
Lénsforsékringar’s other products and ser-
vices. The savings offering comprises sav-
ings and fixed-interest accounts, Internet
share trading and a broad range of mutual
funds and endowment insurance. Agricul-
tural customers are offered business
accounts, forestry accounts and investment
accounts. In 2003, the Internet share trad-
ing service was expanded with the possibil-
ity to trade in shares on the Aktietorget and
New Markets lists and with trading in con-
vertibles and subscription rights.

Payments

Léansforsdkringar’s payment services serve
as the hub for managing full-service cus-
tomers’ banking transactions and daily

finances. At year-end 2003, Lansforsak-
ringar had 67,641 (47,648) cards in issue,
of which 64% (53) were MasterCards. The

MasterCard bank card is the card type that
is growing the fastest. MasterCard in-
creased by 70% in 2003, while the total
stock of cards grew by 42%.

Lending

Lénsforsékringar offers mortgage loans for
private homes, tenant-owned apartments and
leisure homes, and consumer credit. Since
the launch of Lénsforsékringar Hypotek at
the end of 2001, housing and lending have
comprised an important growth area.
Improvements and efficiency enhancements
have led to considerably shorter processing
times for loans, thus providing customers
with better service. This, combined with one
of the best mortgage rates in the market,
comprises one of Lansforsdkringar’s most
important competitive factors in the mort-
gage market. During the autumn of 2003,
mortgage rates for tenant-owned apartments
and leisure homes were brought in line with
mortgage rates for private homes, strength-
ening Léansforsdkringar’s value-for-money
complete mortgage offering.

Lending by Lansforsakringar
Hypotek, SEK billion
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Mortgage loans by Lansforsékringar
Hypotek rose by 106%, or SEK 8.4
billion, in 2003.
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December 2003
Lansforsakringar Skandia-
2.9% banken 3.9%
Other o

. SEB12.6%
banks 21.6% '

Forenings-

Sparbanken

25 0%

Nordea Handelsbanken
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Market share, lending to households,

December 2003
Lansforsakringar Skandia-
2.3% banken 4.9%
Other ‘ . SEB6.2%

banks 42.3%

Forenings-

Sparbanken

19.5%

Nordea Handelsbanken
10.1% 14.7%

Total lending to households in the Bank
Group amounted to SEK 30 billion in 2003.
Deposits from households amounted to SEK
17 billion.
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Rating

Standard & Poor’s reiterates Lansforsak-
ringar Bank’s credit rating of K1 for short-
term borrowing in the Swedish market and
BBB+ for long-term borrowing. According
to Standard & Poor’s, the rating reflects
the bank’s strategic importance within
Léansforsakringar, the strong capital ade-
quacy, the favorable quality of the loan
portfolio and the solid financial base.

Borrowing program

As the bank and mortgage lending grows,
so does the need to raise funds by borrow-

Bank limited
liability company

Saving
Lending
Payments

ing in the financial markets. Investor rela-
tions and financing are a priority for 2004.
By acting in several markets, develop-
ing existing loan programs and entering
into new loan programs and financing
solutions, the bank aims to develop its
external borrowing so that more players
can invest in Lansforsdkringar’s securities.
The bank’s borrowing program com-
prises a commercial paper program, an
MTN program and a syndicated credit
facility. The MTN program was issued in
January 2003. The syndicated credit facili-
ty, signed in July 2003, is divided into a

Lansforsékringar's banking operations

24 regional insurance companies
Lansforsakringar AB

Lansforsakringar Bank
(Bank Group)

Lansforsakringar
Hypotek
(Mortgages)

Wasa Kredit
(Credit)

Bank
market

term loan and a revolving credit. The bank
received a capital contribution of SEK

1,600 M during the year.

SEKM

Deposits 17,013
Certificates 3,416
Bonds* 5,311
Other borrowing 1,141
Syndicated loans 817
Debenture loans 1,050
Shareholders’ equity 1,932

*(Included in the MTN program)

WASA Garanti
(Guarantee)

Banking operations through the regional insurance companies

Lansforsakringar Hypotek AB

Wasa Kredit AB

WASA Garanti Forsakrings AB

Lansforsakringar Hypotek finances private homes,
tenant-owned apartments and leisure homes. Since
their launch in 2001, mortgage operations have
shown a very positive development. Housing loans
increased by 106% to SEK 16 billion during the
year, with the number of mortgages totaling about
40,000. Lansforsakringar Hypotek generated operat-
ing income of SEK 50 M (36) and market share
amounted to about 2%. Housing loans and the
development of attractive offers for these customers
will continue to be a priority area during 2004.

LANSFORSAKRINGAR ALLIANCE

Wasa Kredit is a finance company offering leasing,
installment plans and unsecured loans. The pri-
mary markets are cars, computers, leisure equip-
ment and engineering machinery. Operating
income for Wasa Kredit amounted to SEK 63 M
(54). The lending volume at year-end amounted to
SEK 7 billion and the company had 112,100 cus-
tomers.

WASA Garanti (scheduled for liquidation during
2004) works with risk commitment run-off activities
in the areas of credit guarantees and rental loss
insurance. The company also handles claims that
arose during the real estate crisis of the early 1990s.
In addition, the company has a stock of leasing guar-
antees. These declined faster than expected during
the year. Income before appropriations and tax
amounted to SEK 18 M (24).



The best-value bank and
the most loyal bank customers

Lansforsakringar's bank customers are among the most satis-
fied in Sweden, according to the 2003 Swedish Quality
Index. Lansforsakringar achieved a Customer Satisfaction
Index of 71, compared with the average of 68 for all
Swedish banks. The survey measures customers’ satisfaction
based on their overall experience of the bank, in relation
both to their own expectations and to an “ideal bank”.

|

According to the survey, 82% of bank customers would
choose Lansforsakringar again. Three out of four customers
perceive Lansférsakringar’'s products and services as being
good value for money. Lansférsakringar has the highest score
of all banks in this respect. Satisfied customers are one of
the most essential criteria for a successful bank.
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Mutual funds

The much awaited recovery of the global
stock markets emerged in 2003. The global
economy, led by the US, showed clear
signs of recovery during the autumn of
2003. Stockholmsbérsen (Stockholm
Exchange) rose by nearly 30% and the
global index also rose considerably during
the year. For Swedish investors, however,
the sharp fall in the USD affected many
foreign investments negatively.

In 2003, net saving in Swedish mutual
funds amounted to almost SEK 70 billion.
Savers returned to equity funds during the
second half of the year after having placed
a large portion of their regular savings in
fixed-income funds for a period.

Lansforsdkringar’s mutual funds are
managed by Lansforsakringar Fondforvalt-
ning AB, which was a fellow subsidiary of
Lansforsdkringar Bank up until year-end.
Effective January 1, 2004, Lansforsak-
ringar Fondforvaltning AB is a wholly
owned subsidiary of Lansforsdkringar
Bank AB. Since June 2002, portfolio man-
agement has been handled by the global
Dutch asset management firm ABN
AMRO and its Swedish subsidiary Alfred
Berg Kapitalforvaltning. Of Lansforsak-
ringar’s 36 mutual funds, 34 yielded a pos-
itive return, although many failed to out-
perform their benchmark index.

The Small Company Fund reported the
best performance, rising by 47%. The fund
with the poorest performance was the
North America Fund, which declined in
value by almost 3%, mainly due to the
weak USD. The stable trend for Léns-
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forsdkringar’s fixed-income funds contin-
ued during 2003. The fixed-income funds
were favored by a decline in both short
and long-term interest rates during the first
six months of the year. Of the fixed-
income funds, the Bond Fund reported the
best performance, rising by 3.9% during
the year. Market share amounted to 3.9%.

Mutual funds comprise a growing part
of Linsforsdkringar’s savings offering,
regardless of whether customers invest in
funds directly or through unit-linked insur-
ance. Lansforsakringar aims to offer cus-
tomers straightforward, packaged mutual
fund solutions, and is investing consider-
able efforts in developing a “fund-in-fund”
concept. The three “fund-in-fund” mutual
funds have different risk levels — low, nor-
mal and offensive/high. From January
2004, the “fund-in-fund” mutual funds will
also be able to invest in a selection of
ABN AMRO’s funds.

Until December 31, 2003, customers

who chose Léansforsakringar for their

defined-contribution pension savings had Fund-in-fund Offensive/High risk

free survivors’ benefits covering the capi-
tal saved in Léansforsékringar’s funds
through defined-contribution pension
plans. From January 2004, these survivors’
benefits were replaced with a new offer-
ing. Customers who have both their occu-
pational pension and their defined-contri-
bution pension savings with Léns-
forsdkringar are given free survivors’ bene-
fits for their defined-contribution pension
savings up until the end of 2006.

Environmental Technology Fund

Developing Countries Fund
Fund-in-Fund Normal risk

Assets under management

SEK billion
35
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Fund performance during 2003
Mega North America

North America Fund
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Small Company Fund
Internet Fund
Property Fund

Mega Sweden
Sweden Fund
Growth Market Fund
Asia Fund

Pension 2030 Fund
Pension 2025 Fund
Pension 2015 Fund
Pension 2020 Fund
Pension 2035 Fund
Pension 2045 Fund

Pension 2040 Fund

Security Fund
Pension 2010 Fund
Mega Europe

Total Fund

Europe Fund

Brain Fund
Fund-in-fund Low risk
Mega Bond

Mega Government Bond
Industry Focus Fund
Bond Fund

Euro Bond Fund
Liquidity Fund

Money Market Fund
Global Fund

Japan Fund
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LANSFORSAKRINGAR
NORRBOTTEN

Managing Director Population: 255,000
Kjell Lindfors Number of
companies: 17,500

Board Chairman
Lars Karbin

LANSFORSAKRINGAR
VASTERBOTTEN

Managing Director Population: 256,000
Rutger Arnesson Number of
companies: 19,000

Board Chairman
Anders Nilsson
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KEY FIGURES 2003 2002
Income/loss before appropriations and tax, SEK M 24 -38
Total assets, SEK M 425 397
Solvency margin, % 91 85
Average number of employees 60 62
Bank

Deposits, SEK M 124 108
Lending, SEK M 316 154
Lending on commission basis, SEK M 113 142
Number of customers 4,900 4,500
Mutual funds

Market value, SEK M 26 22
Gross sales, SEK M 3 2
Number of customers 800 900
Life assurance

Premium income, SEK M 98 123
Total insurance capital, SEK M 1,409 1,466
Number of customers 14,000 13,000
Non-life insurance

Premium income, SEK M 203 167
Underwriting result, SEK M 21 2
Combined ratio after ceded reinsurance, % 86 104
Total yield on asset management, % 5 -11
Number of customers 47,000 48,100
KEY FIGURES 2003 2002
Income/loss before appropriations and tax, SEK M 118 -107
Total assets, SEK M 1,390 1,233
Solvency margin, % 253 252
Average number of employees 135 133
Bank

Deposits, SEK M 660 560
Lending, SEK M 887 570
Lending on commission basis, SEK M 143 188
Number of customers 11,900 10,400
Mutual funds

Market value, SEK M 77 65
Gross sales, SEK M 17 13
Number of customers 2,500 2,400
Life assurance

Premium income, SEK M 276 273
Total insurance capital, SEK M 2,768 2,590
Number of customers 25,300 24,200
Non-life insurance

Premium income, SEK M 367 312
Underwriting result, SEK M 31 19
Bonuses and discounts, SEK M -25 -21
Combined ratio after ceded reinsurance, % 94 97
Total yield on asset management, % 13 -9
Number of customers 92,500 90,200




LANSFORSAKRINGAR
- Income/loss before appropriations and tax, SEK M 57 -64
JA M TLA N D Total assets, SEK M 729 659
Solvency margin, % 197 199
Average number of employees 87 79
Managing Director Population: 130,000
Séren Westin Number of Bank
companies: 10,500 Deposits, SEK M 307 267
Board Chairman Lending, SEK M 691 364
Arne Normann
Lending on commission basis, SEK M 169 232
Number of customers 6,900 5,900

Mutual funds

Market value, SEK M 24 18
Gross sales, SEK M 5 3
Number of customers 1,200 1,200

Life assurance

Premium income, SEK M 103 110
Total insurance capital, SEK M 1,384 1,337
Number of customers 13,000 12,400

Non-life insurance

Premium income, SEK M 255 215
Underwriting result, SEK M 22 -4
Combined ratio after ceded reinsurance, % 95 107
Total yield on asset management, % 10 -7
Number of customers 55,600 54,400
- = m KEY FIGURES 2003 2002
LA N S FO R SA K R | N G A R Income/loss before appropriations and tax, SEK M 17 -78
I Total assets, SEK M 702 653
VASTERN ORRLAN D Solvency margin, % 134 150
Average number of employees 98 97
Managing Director Population: 245,000

Anders Hornfeldt Number of EHl3
companies: 16,500 Deposits, SEK M 349 301
Board Chairman Lending, SEK M 283 156
Anders Kallstrom Lending on commission basis, SEK M 69 93
Number of customers 7,200 6,500

Mutual funds

Market value, SEK M 58 44
Gross sales, SEK M 13 8
Number of customers 26,400 27,700

Life assurance

Premium income, SEK M 170 192
Total insurance capital, SEK M 2,485 2,422
Number of customers 20,400 19,600

Non-life insurance

Premium income, SEK M 340 278
Underwriting result, SEK M 3 -13
Combined ratio after ceded reinsurance, % 105 109
Total yield on asset management, % 10 -9
Number of customers 66,200 64,700
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LANSFORSAKRINGAR
GAVLEBORG

Population: 278,000
Number of
companies: 17,200

Managing Director
Birger Lovgren

Board Chairman
Kjell Stafstrom

DALARNAS
FORSAKRINGSBOLAG

Managing Director Population: 277,000
Anders Stigers Number of
companies: 18,500

Board Chairman
Bengt Gabrils

LANSFORSAKRINGAR ALLIANCE

KEY FIGURES 2003 2002
Income/loss before appropriations and tax, SEK M 83 -93
Total assets, SEK M 627 588
Solvency margin, % 101 106
Average number of employees 105 95
Bank

Deposits, SEK M 375 303
Lending, SEK M 545 307
Lending on commission basis, SEK M 62 78
Number of customers 7,700 6,600
Mutual funds

Market value, SEK M 42 &3
Gross sales, SEK M 6 6
Number of customers 1,600 1,600
Life assurance

Premium income, SEK M 181 189
Total insurance capital, SEK M 2,249 2,185
Number of customers 23,800 23,200
Non-life insurance

Premium income, SEK M 283 228
Underwriting result, SEK M 16 -29
Combined ratio after ceded reinsurance, % 96 119
Total yield on asset management, % 6 -11
Number of customers 73,900 72,300
KEY FIGURES 2003 2002
Income/loss before appropriations and tax, SEK M 176 -703
Total assets, SEK M 2,847 2,501
Solvency margin, % 290 282
Average number of employees 204 192
Bank

Deposits, SEK M 760 630
Lending, SEK M 1,419 810
Lending on commission basis, SEK M 213 268
Number of customers 15,800 14,000
Mutual funds

Market value, SEK M 86 69
Gross sales, SEK M 15 13
Number of customers 4,200 4,300
Life assurance

Premium income, SEK M 287 303
Total insurance capital, SEK M 3,495 3,147
Number of customers 31,400 30,300
Non-life insurance

Premium income, SEK M 728 650
Underwriting result, SEK M —26 0
Bonuses and discounts, SEK M -30 -78
Combined ratio after ceded reinsurance, % 109 105
Total yield on asset management, % 12 -24
Number of customers 142,200 140,000




LANSFORSAKRINGAR
VARMLAND

Managing Director Population: 275,000
UIf W Eriksson Number of
companies: 19,000

Board Chairman
Patrik Sandin

LANSFORSAKRINGAR
UPPSALA

Managing Director Population: 287,000
Ann-Christin Norrstrom | Number of
companies: 20,500

Board Chairman
Bjorn Sundell

KEY FIGURES 2003 2002
Income/loss before appropriations and tax, SEK M 40 -36
Total assets, SEK M 849 840
Solvency margin, % 108 119
Average number of employees 87 86
Bank

Deposits, SEK M 242 212
Lending, SEK M 331 244
Lending on commission basis, SEK M 65 82
Number of customers 5,600 5,200
Mutual funds

Market value, SEK M 43 35
Gross sales, SEK M 5 9
Number of customers 1,200 1,300
Life assurance

Premium income, SEK M 151 151
Total insurance capital, SEK M 1,959 1,906
Number of customers 19,700 18,200
Non-life insurance

Premium income, SEK M 364 294
Underwriting result, SEK M 27 -3
Combined ratio after ceded reinsurance, % 95 106
Total yield on asset management, % 4 -2
Number of customers 75,900 74,300
KEY FIGURES 2003 2002
Income/loss before appropriations and tax, SEK M 65 -211
Total assets, SEK M 1,233 1,138
Solvency margin, % 162 174
Average number of employees 153 146
Bank

Deposits, SEK M 697 585
Lending, SEK M 1,056 523
Lending on commission basis, SEK M 407 511
Number of customers 12,100 10,800
Mutual funds

Market value, SEK M 97 78
Gross sales, SEK M 22 22
Number of customers 4,200 4,300
Life assurance

Premium income, SEK M 300 362
Total insurance capital, SEK M 3,982 3,780
Number of customers 33,200 31,600
Non-life insurance

Premium income, SEK M 445 410
Underwriting result, SEK M 1 -66
Combined ratio after ceded reinsurance, % 106 125
Total yield on asset management, % 10 -11
Number of customers 94,100 93,600
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LANSFORSAKRINGAR
BERGSLAGEN

Managing Director Population: 535,000
Jan Karlsson Number of
companies: 31,600

Board Chairman
Frans-Henrik Schartau

LANSFORSAKRINGAR
STOCKHOLM

Managing Director Population: 1,850,000
Carl Dahlberg Number of
companies: 189,000

Board Chairman
Bengt Ljungqvist

LANSFORSAKRINGAR ALLIANCE

KEY FIGURES 2003 2002
Income/loss before appropriations and tax, SEK M 65 -199
Total assets, SEK M 1,497 1,465
Solvency margin, % 163 184
Average number of employees 218 204
Bank

Deposits, SEK M 679 579
Lending, SEK M 1,136 618
Lending on commission basis, SEK M 289 382
Number of customers 13,500 12,300
Mutual funds

Market value, SEK M 118 97
Gross sales, SEK M 19 41
Number of customers 2,900 3,000
Life assurance

Premium income, SEK M 502 438
Total insurance capital, SEK M 4,804 4,577
Number of customers 36,800 34,600
Non-life insurance

Premium income, SEK M 572 477
Underwriting result, SEK M -6 -51
Combined ratio after ceded reinsurance, % 105 116
Total yield on asset management, % 8 -9
Number of customers 115,600 114,700
KEY FIGURES 2003 2002
Income/loss before appropriations and tax, SEK M 112 -314
Total assets, SEK M 2,630 2,204
Solvency margin, % 51 51
Average number of employees 504 495
Bank

Deposits, SEK M 3,708 3,469
Lending, SEK M 3,172 1,677
Lending on commission basis, SEK M 1,021 1,260
Number of customers 60,000 59,100
Mutual funds

Market value, SEK M 499 509
Gross sales, SEK M 61 162
Number of customers 10,900 11,900
Life assurance

Premium income, SEK M 1,993 1,971
Total insurance capital, SEK M 32,009 28,943
Number of customers 143,100 132,700
Non-life insurance

Premium income, SEK M 1,577 1,325
Underwriting result, SEK M 45 -97
Combined ratio after ceded reinsurance, % 103 112
Total yield on asset management, % 9 -9
Number of customers 243,600 245,000




LANSFORSAKR'NGAR KEY FIGURES 2003 2002
- Income/loss before appropriations and tax, SEK M 91 -93
SODERMANLAND
Solvency margin, % 162 155
Average number of employees 110 106
Managing Director Population: 260,000

Anna-Greta Lundh Number of Bank
companies: 15,500 Deposits, SEK M 416 342

Board Chairman -
Axel von Stockenstrom ‘ Lending, SEK M 906 538
Lending on commission basis, SEK M 121 160
Number of customers 8,600 7,500

Mutual funds

Market value, SEK M 58 43
Gross sales, SEK M 11 11
Number of customers 1,900 1,900

Life assurance

Premium income, SEK M 165 167
Total insurance capital, SEK M 2,178 2,060
Number of customers 20,200 19,200

Non-life insurance

Premium income, SEK M 376 356
Underwriting result, SEK M 35 -20
Combined ratio after ceded reinsurance, % 94 113
Total yield on asset management, % 10 -7
Number of customers 75,200 74,100

KEY FIGURES 2003 2002

LA N S FO R SA K R I N G A R Income/loss before appropriations and tax, SEK M 148 -208
~ S Total assets, SEK M 1,868 1,617
GOTEBORG OCH BOHU o _ Solvency margin, % 116 118

Average number of employees 259 243
Managing Director Population: 810,000
Ingemar Larsson Number of g:n:s'ts SEK M 1016 853
companies: 66,000 Posits, i
Board Chairman Lending, SEK M 1,195 636
Bengt Wolffram Lending on commission basis, SEK M 293 377
Number of customers 19,600 18,000

Mutual funds

Market value, SEK M 295 264
Gross sales, SEK M 54 76
Number of customers 6,700 6,900

Life assurance

Premium income, SEK M 836 798
Total insurance capital, SEK M 11,719 10,157
Number of customers 58,300 55,000

Non-life insurance

Premium income, SEK M 813 733
Underwriting result, SEK M 56 2
Combined ratio after ceded reinsurance, % 95 103
Total yield on asset management, % 10 -12
Number of customers 170,400 163,900
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LANSFORSAKRINGAR
SKARABORG

Managing Director Population: 272,000
Carl Henrik Ohlsson Number of
companies: 16,900

Board Chairman
Hans Jonsson

0STGOTA

BRANDSTODSBOLAG

Managing Director Population: 415,000
Anders Ostryd Number of
companies: 23,700

Board Chairman
Sten Eklof

LANSFORSAKRINGAR ALLIANCE

KEY FIGURES 2003 2002
Income/loss before appropriations and tax, SEK M 70 -155
Total assets, SEK M 979 867
Solvency margin, % 133 136
Average number of employees 110 110
Bank

Deposits, SEK M 436 372
Lending, SEK M 564 315
Lending on commission basis, SEK M 100 130
Number of customers 9,500 8,500
Mutual funds

Market value, SEK M 128 110
Gross sales, SEK M 24 43
Number of customers 20,200 21,800
Life assurance

Premium income, SEK M 163 172
Total insurance capital, SEK M 2,988 2,946
Number of customers 23,000 22,300
Non-life insurance

Premium income, SEK M 400 356
Underwriting result, SEK M 0 =37
Combined ratio after ceded reinsurance, % 103 117
Total yield on asset management, % 12 -13
Number of customers 79,500 78,500
KEY FIGURES 2003 2002
Income/loss before appropriations and tax, SEK M 119 -513
Total assets, SEK M 2,562 2,321
Solvency margin, % 252 266
Average number of employees 268 259
Bank

Deposits, SEK M 1,489 1,202
Lending, SEK M 1,145 565
Lending on commission basis, SEK M 282 370
Number of customers 31,200 28,400
Mutual funds

Market value, SEK M 100 72
Gross sales, SEK M 22 15
Number of customers 4,400 4,300
Life assurance

Premium income, SEK M 520 489
Total insurance capital, SEK M 4,367 4,069
Number of customers 44,500 41,500
Non-life insurance

Premium income, SEK M 759 652
Underwriting result, SEK M -5 -18
Bonuses and discounts, SEK M -41 -52
Combined ratio after ceded reinsurance, % 104 108
Total yield on asset management, % 11 -16
Number of customers 161,900 156,800




LANSFORSAKRINGAR

ALVSBORG

Population: 450,000
Number of
companies: 31,000

Managing Director
Jan Fager

Board Chairman
Fredrik Waern

LANSFORSAKRINGAR
GOTLAND

Managing Director Population: 58,000
Bengt Wicksén (tf) Number of
companies: 4,400

Board Chairman
Gosta af Petersens

KEY FIGURES 2003 2002
Income/loss before appropriations and tax, SEK M 102 -248
Total assets, SEK M 2,043 1,850
Solvency margin, % 213 227
Average number of employees 211 214
Bank

Deposits, SEK M 1,086 897
Lending, SEK M 1,566 890
Lending on commission basis, SEK M 426 604
Number of customers 19,700 17,900
Mutual funds

Market value, SEK M 140 115
Gross sales, SEK M 18 25
Number of customers 45,700 50,300
Life assurance

Premium income, SEK M 304 320
Total insurance capital, SEK M 4,473 4,329
Number of customers 37,800 35,800
Non-life insurance

Premium income, SEK M 715 607
Underwriting result, SEK M 29 -28
Combined ratio after ceded reinsurance, % 98 110
Total yield on asset management, % 6 -10
Number of customers 142,000 139,300
KEY FIGURES 2003 2002
Income/loss before appropriations and tax, SEK M 51 -76
Total assets, SEK M 486 422
Solvency margin, % 309 340
Average number of employees 34 32
Bank

Deposits, SEK M 208 174
Lending, SEK M 479 307
Lending on commission basis, SEK M 135 166
Number of customers 4,200 3,500
Mutual funds

Market value, SEK M 12 9
Gross sales, SEK M 3 2
Number of customers 800 900
Life assurance

Premium income, SEK M 32 37
Total insurance capital, SEK M 411 367
Number of customers 5,800 5,300
Non-life insurance

Premium income, SEK M 115 101
Underwriting result, SEK M 7 -11
Combined ratio after ceded reinsurance, % 97 118
Total yield on asset management, % 13 -15
Number of customers 25,500 24,600
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LANSFORSAKRINGAR
JONKOPING

Managing Director Population: 312,000
Johan Svedberg Number of
companies: 19,200

Board Chairman
Evert Svensson

LANSFORSAKRINGAR
HALLAND

Managing Director Population: 280,000
Mats Ericsson Number of
companies: 20,100

Board Chairman
Johan Lilliehook

LANSFORSAKRINGAR ALLIANCE

KEY FIGURES 2003 2002
Income/loss before appropriations and tax, SEK M 134 -179
Total assets, SEK M 1,502 1,277
Solvency margin, % 149 151
Average number of employees 155 157
Bank

Deposits, SEK M 674 535
Lending, SEK M 803 366
Lending on commission basis, SEK M 196 250
Medelantal kunder 11,800 10,100
Mutual funds

Market value, SEK M 68 51
Gross sales, SEK M 14 12
Number of customers 2,700 2,500
Life assurance

Premium income, SEK M 302 302
Total insurance capital, SEK M 4,058 3,853
Number of customers 31,100 29,000
Non-life insurance

Premium income, SEK M 576 489
Underwriting result, SEK M 20 -41
Combined ratio after ceded reinsurance, % 99 113
Total yield on asset management, % 14 -10
Number of customers 114,200 112,200
KEY FIGURES 2003 2002
Income/loss before appropriations and tax, SEK M 118 -232
Total assets, SEK M 1,215 1,052
Solvency margin, % 215 225
Average number of employees 129 126
Bank

Deposits, SEK M 768 617
Lending, SEK M 1,678 892
Lending on commission basis, SEK M 219 338
Number of customers 15,000 12,600
Mutual funds

Market value, SEK M 106 77
Gross sales, SEK M 35 37
Number of customers 31,100 35,500
Life assurance

Premium income, SEK M 229 300
Total insurance capital, SEK M 3,543 3,638
Number of customers 25,500 24,400
Non-life insurance

Premium income, SEK M 388 313
Underwriting result, SEK M 34 -30
Combined ratio after ceded reinsurance, % 94 116
Total yield on asset management, % 11 -18
Number of customers 83,200 82,500




LANSFORSAKRING
KRONOBERG

Managing Director Population: 177,000
Fredrik Daveby Number of
companies: 13,300

Board Chairman
Per-Ake Holgersson

LANSFORSAKRINGAR

KALMAR LAN

Population: 235,000
Number of
companies: 15,200

Managing Director
Lars B Danielsson

Board Chairman
Jan Peter Pontén

KEY FIGURES 2003 2002
Income/loss before appropriations and tax, SEK M 44 -74
Total assets, SEK M 601 554
Solvency margin, % 125 126
Average number of employees 77 74
Bank

Deposits, SEK M 318 264
Lending, SEK M 316 172
Lending on commission basis, SEK M 120 149
Number of customers 5,700 5,100
Mutual funds

Market value, SEK M 38 30
Gross sales, SEK M 4 4
Number of customers 2,400 2,500
Life assurance

Premium income, SEK M 189 193
Total insurance capital, SEK M 2,795 2,792
Number of customers 16,800 16,400
Non-life insurance

Premium income, SEK M 266 224
Underwriting result, SEK M 13 -15
Combined ratio after ceded reinsurance, % 97 111
Total yield on asset management, % 10 -11
Number of customers 54,700 53,600
KEY FIGURES 2003 2002
Income/loss before appropriations and tax, SEK M 79 -184
Total assets, SEK M 1,236 1,110
Solvency margin, % 222 242
Average number of employees 132 128
Bank

Deposits, SEK M 336 283
Lending, SEK M 421 224
Lending on commission basis, SEK M 104 134
Number of customers 6,900 5,900
Mutual funds

Market value, SEK M 49 33
Gross sales, SEK M 16 6
Number of customers 1,900 1,800
Life assurance

Premium income, SEK M 214 253
Total insurance capital, SEK M 2,806 2,776
Number of customers 21,600 20,600
Non-life insurance

Premium income, SEK M 426 359
Underwriting result, SEK M 7 -5
Bonuses and discounts, SEK M -20 -29
Combined ratio after ceded reinsurance, % 100 105
Total yield on asset management, % 11 -12
Number of customers 91,000 87,700
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BLEKINGE

LANSFORSAKRINGSBOLAG

Jan Otterheim Number of

Managing Director ‘ Population: 150,000
companies: 8,700

Board Chairman
Anders Akesson

LANSFORSAKRINGAR

GOINGE

Managing Director Population: 76,000
Klas von Celsing Number of
companies: 5,400

Board Chairman
Ingemar Kristiansson
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KEY FIGURES 2003 2002
Income/loss before appropriations and tax, SEK M 40 -115
Total assets, SEK M 546 482
Solvency margin, % 204 219
Average number of employees 59 60
Bank

Deposits, SEK M 256 209
Lending, SEK M 405 197
Lending on commission basis, SEK M 115 147
Number of customers 5,200 4,600
Mutual funds

Market value, SEK M 20 17
Gross sales, SEK M 5 4
Number of customers 1,200 1,200
Life assurance

Premium income, SEK M 98 102
Total insurance capital, SEK M 1,526 1,397
Number of customers 11,200 10,300
Non-life insurance

Premium income, SEK M 177 148
Underwriting result, SEK M 8 -23
Combined ratio after ceded reinsurance, % 99 123
Total yield on asset management, % 10 -17
Number of customers 47,700 47,400
KEY FIGURES 2003 2002
Income/loss before appropriations and tax, SEK M 39 -40
Total assets, SEK M 515 466
Solvency margin, % 252 257
Average number of employees 46 44
Bank

Deposits, SEK M 167 137
Lending, SEK M 141 55
Lending on commission basis, SEK M 55 75
Number of customers 3,000 2,600
Mutual funds

Market value, SEK M 23 17
Gross sales, SEK M 4 3
Number of customers 900 1,000
Life assurance

Premium income, SEK M 63 64
Total insurance capital, SEK M 1,129 1,102
Number of customers 7,900 7,800
Non-life insurance

Premium income, SEK M 146 130
Underwriting result, SEK M 2 -11
Combined ratio after ceded reinsurance, % 102 117
Total yield on asset management, % 11 -5
Number of customers 32,100 31,300




LANSFORSAKRINGAR KEY TISURES = o
Income/loss before appropriations and tax, SEK M 31 -58
KRI STIAN STAD e ek, T 7 =
Solvency margin, % 222 241
Average number of employees 49 48
Managing Director Population: 87,000
Conny Famm Number of Bank
companies: 5,800 Deposits, SEK M 255 214
Board Chairman -
Lending, SEK M 340 171
Goran Trobro ending
Lending on commission basis, SEK M 99 125
Number of customers 4,400 3,900

Mutual funds

Market value, SEK M 31 26
Gross sales, SEK M 4 5
Number of customers 1,000 1,000

i . Life assurance
" - Premium income, SEK M 80 108

| Total insurance capital, SEK M 1,076 1,089
Number of customers 8,800 8,400

Non-life insurance

Premium income, SEK M 161 133
Underwriting result, SEK M 0 -16
Combined ratio after ceded reinsurance, % 103 119
Total yield on asset management, % 10 -10
Number of customers 37,200 36,300
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KEY FIGURES 2003 2002

LA N S FO R SA K R | N G A R Income/loss before appropriations and tax, SEK M 201 -335
2 Total assets, SEK M 2,608 2,100
S KA N E Solvency margin, % 106 104

Average number of employees 400 400
Managing Director Population: 983,000
Jan Fock Number of g:nlgs.ts SEK M 838 695
companies: 76,000 posits,
Board Chairman Lending, SEK M 2,372 1,377
Gunnar Kinch Lending on commission basis, SEK M 394 482
Number of customers 21,300 19,600

Mutual funds

Market value, SEK M 213 198
Gross sales, SEK M 140 83
Number of customers 5,700 6,000

Life assurance

Premium income, SEK M 816 711
Total insurance capital, SEK M 13,310 12,180
Number of customers 80,000 75,500

Non-life insurance

Premium income, SEK M 1,163 933
Underwriting result, SEK M 62 -48
; Combined ratio after ceded reinsurance, % 98 110
_M Total yield on asset management, % 11 -11
Number of customers 244,500 229,700
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» LANSFORSAKRINGAR AB

A strong year for the Lansforsakringar
Alliance’s joint hub

Cooperation within the Lansforsakringar Alliance takes place through Lansférsakringar AB, which is jointly

owned by the regional insurance companies, and its subsidiaries. Lansfoérsékringar AB’s basic task is to

conduct and coordinate the joint strategic and development process within the Lansférsakringar Alliance

and to provide service to the regional insurance companies.

L 100%

69% (through 20 regional
insurance companies)
v

Humlegéarden
(property)

2.3%T TZ.A%

Lansférsakringar

96%

Lansforsakringar AB

Maklarservice
(broker service)

0.04%
«—7

26.3% \

Lansférsakringar Sak
Forséakrings AB
(non-life insurance)

hat once began as cooper-
ation to provide the
regional insurance com-
panies with a common
reinsurance facility has today developed
into a comprehensive operation to take
advantage of the economies of scale in
banking and insurance. Reinsurance
remains an important element. By spread-
ing the risks of major damage claims
between the regional insurance companies
and Lénsforsékringar AB, a large portion
of the reinsurance premium is kept within
the Alliance. However, the assignment has
been broadened and Linsforsdkringar AB
today is a large development center and a
financial group with operations in life
assurance, accident insurance, third-party
liability insurance, animal insurance and
reinsurance, banking and mutual funds.
Lansforsékringar’s extensive IT develop-
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Férsakringsaktiebolaget
Agria
(animal/crop insurance)

Léansforsakringar Liv Lansférsakringar
Forsékrings AB Bank AB
(life assurance) (banking)

Wasa Forsékring
Run Off AB
(run-off operations)

ment and business development, necessary
to identify new ways of working that are to
be supported by the new systems, are also
coordinated from Lansforsikringar AB. In
addition to being responsible for service
and development work, Lansforsakringar
AB also conducts certain business on its
own account. However, the key element in
Lansforsdkringar’s business model is that
responsibility for business should be exer-
cised locally when a transaction is consid-
ered to be mature enough.

Regional insurance companies to
write third-party liability insurance

All regional insurance companies have
decided, starting in 2004, to expand their
operations to also include third-party liabil-
ity insurance. Lansforsikringar Sak, which
dealt with such policies previously, will
now limit the issuance of new third-party

Léansforsakringar
IT Center AB
(IT operations)

Lansforsakringar
Fondférvaltning AB
(mutual funds)

liability insurance policies to transactions
on behalf of customers owning vehicles in
several counties. This is the latest example
of how Lansforsikringar is strengthening
its local concept and insurance principle to

conduct business locally wherever possible.

Forms of ownership

Lansforsékringar AB is 100% owned by
the regional insurance companies and 10
local insurance companies. The sharehold-
ing is included in the net asset value of the
regional insurance companies and the
companies impose the same yield require-
ments on these shares as on listed shares
and other investment assets. The ownership
of Lansforsékringar AB by the regional
insurance companies, as well as the inter-
nal obligations as owners, are handled
within the framework of a consortium, reg-

ulated by a consortium agreement.



Price performance of the
Lansforsakringar AB share

The regional insurance companies own
shares in the joint company Lansforsak-
ringar AB. This is one of the cornerstones
of the Alliance. Since 1999, the Linsfor-
sikringar AB share has increased in value
by 18%.

NET ASSET VALUE OF THE LANSFORSAKRINGAR AB SHARE

Year 1999 2000 2001 2002 2003
SEK 820 871 878 876 966
Earnings

Lénsforsakringar AB is a stable and prof-
itable company. Since the stock market
decline began in the spring of 2000, exten-
sive measures have been taken to strength-
en and develop the balance sheets in the
Group and the subsidiaries. Strong effi-
ciency-enhancing measures have been
implemented with the aim of achieving
lower cost levels in all areas than in com-
parable companies. In 2003, the expense
ratio was significantly improved, amount-
ing at year-end to 19% (24).

The Lénsforsakringar AB Group
reported a pre-tax profit of SEK 750 M
(34), primarily attributable to a strong
underwriting result and continued efficien-
cy-enhancing measures.

The technical result from non-life
insurance operations totaled SEK 586 M
(111). Within third-party liability insur-
ance, the largest insurance sector, a loss of
SEK 409 M (loss: 37) was reported. Pre-
mium increases were again implemented
in 2003. Earnings were also impacted by
altered assumptions for calculating claims
annuities. Total investment income in 2003
amounted to SEK 898 M (801). An
amount of SEK 699 M (755) was trans-
ferred to insurance operations.

Lansforsdkringar Bank generated a net
profit of SEK 46 M (20) for 2003.
Increased volumes contributed to greater
profitability. Net profit from fund manage-
ment increased to SEK 14 M (11). Lans-
forsdkringar Liv is not consolidated since

the company operates in accordance with
mutual principles.

Consolidation

The net asset value of the Lansforsékringar
AB Group increased by SEK 747 M in
2003 to SEK 6,839 M. At December 31,
2003, the solvency margin was 147%
(157).

KEY FIGURES

(Lansforsakringar AB Group excluding life assurance opera-
tions)

SEKM 2003 2002
Premiums earned after

ceded reinsurance 4,417 3,716
Investment income transferred

from financial operations 699 755
Claims payments after

ceded reinsurance -3,750 -3,500
Operating expenses -818 -885
Other revenues/expenses 37 25
Technical result, non-life

insurance operations 586 111
Investment income, gross 898 801
Income before appropriations and tax 750 34

See pages 76-77 for the financial results
of Lansforsdkringar AB’s subsidiaries that
conduct traditional life assurance, unit-
linked insurance, banking and mutual fund

operations.

Net asset value of the
Lansforsakringar AB share

SEK

1,000
800
600
400
200

° 99 00 01 02 03
The regional insurance companies
own shares in the joint company Lans-
forsakringar AB. The regional insur-
ance companies place the same yield
requirements on Lansforsékringar AB
as on listed shares and other invest-
ment assets. Since 1999, the share
has increased in value by 18%.

Credit ratings for Lansfoérsakringar
Credit ratings affect both Lénsforsékringar

Sak’s possibility to take out accepted rein-
surance and the Lansforsdkringar AB
Group’s costs for raising funds in the capi-
tal markets.

The ratings reflect Lansforsikringar’s
financial strength and the quality of earn-
ings for 2003. Both Léansforsékringar Sak
and Lansforsakringar AB were awarded the
highest ratings among corresponding com-
panies in the Nordic region.

RATINGS IN FEBRUARY 2004

Company Institute Rating
Lansforsakringar AB  Standard & Poor’s A-/stable
Léansforsakringar AB Moody’s A3/stable

Lansforsakringar Bank Standard & Poor's K1/BBB+/stable

Lansforsakringar Sak  Standard & Poor’s Alstable
Lénsforsakringar Sak Moody’s A2/stable
Agria Djurforsakring  Standard & Poor’s A-/Pil)

1) Pi means that the rating, for which there is no forecast, is
based on public information such as annual reports.
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» ASSET MANAGEMENT

Asset management 1n the
joint companies

Responsibility for asset management within Lansférsékringar lies with

each of the regional insurance companies and Lansférsakringar AB.

Within Lansférsakringar AB, there is a specialist function (below

called “Asset Management”) that is responsible for asset manage-

ment on behalf of the joint life assurance and non-life insurance

companies, the mutual fund company, Agria Djurférsakring (animal

insurance) and several smaller Group companies.

n important element in creat-

ing competitive returns

involves having a well-accept-

ed decision-making process —
an investment process — with distinct rou-
tines and interfaces. The investment
process applied by Asset Management can
be divided into decisions on two levels —
strategic decisions and decisions relating
to daily management.

Strategic decisions

An important strategic decision for each
regional insurance company concerns the
desired long-term allocation of assets. The
long-term strategy is based on the visions
and objectives for asset ownership, as out-
lined by the Boards of Directors of the
companies in a number of policy docu-
ments, such as those dealing with owner-
ship policy, solvency policy and debt-cov-
erage policy. Asset Management calcu-
lates a long-term asset allocation by
examining the risks in the assets and lia-
bilities’ sides of the companies’ balance
sheets and their co-variation — a process
known as Asset Liability Management.
Asset allocation is also subject to legal

restrictions and restrictions resulting from
Lansforsdkringar’s visions and ownership
objectives.

The long-term allocation of assets is
summarized in the form of a benchmark
portfolio showing the optimal long-term
distribution of assets between asset classes,
such as shares (listed and unlisted), inter-
est-bearing securities, hedge funds and
properties, to generate maximum yield.
However, it is not always possible or opti-
mal to invest in line with the long-term
benchmark portfolio, for example due to
risks in the balance sheet and in investment
markets. In these situations, Asset Manage-
ment calculates a shorter-term allocation of
assets in the form of a normal portfolio that
may deviate from the benchmark portfolio
in certain respects. However, the objective
is to return to the composition of the
benchmark portfolio in the longer term.

Strategic decisions also include choos-
ing a suitable management structure and
types of managers.

Daily management

Lénsforsdkringar AB has chosen to trans-
fer the daily management of assets to a



number of external asset managers. ABN
AMRO handles the management of the
greater part of the equity and interest-bear-
ing securities. To expose ABN AMRO to
competition, a number of alternative man-
agers — T Rowe Price, Aeltus, CDC and
Lombard Odier — have been selected to
manage a small percentage of the assets.
Nordic Alternative Investment Advisors act
as advisors for investments in unlisted
shares and hedge funds, and the property
portfolio is managed on behalf of the
Lansforsikringar Alliance mainly by the
Humlegérden real estate company.

The asset managers have been given
well-defined assignments, with distinct
risk levels and yield requirements set by
Lansforsikringar. The managers’ task is to
create the best possible return given the
framework and guidelines they have
received. This is achieved through active
management, entailing that the composi-
tion of shares that a manager chooses for a
portfolio may deviate from that in the port-
folio’s benchmark index.

Asset Management regularly reports

yields and evaluation results to the Boards

of Directors and the management of each
company. The management evaluation
comprises regular qualitative and quantita-
tive analysis of the asset managers and
management results. Evaluation also
includes meetings between specialists from
Asset Management and the asset managers
handling the daily management. The man-
agers’ adherence to prescribed frameworks
and guidelines is also checked as part of
the follow-ups.

Lansforsakringar’s prize-winning
investment process

In November, Lansforsdkringar was award-
ed a prize for the Best Pension Fund in
Sweden in 2003 by the leading magazine
Investment & Pensions Europe. The selec-
tion committee praised the investment
process, where Lansforsdkringar steers its
portfolio internally, while daily manage-
ment of the various classes of assets is
handled by external specialists. In addition,
the judges emphasized Lénsforsékringar’s
unique product range with three different
types of management and Lansforsak-
ringar’s ability and specialist expertise

within areas such as Asset Liability Man-
agement and Risk Management.

Cooperation with ABN AMRO

In the summer of 2002, Lansforsikringar
AB commenced a joint venture with ABN
AMRO involving the ongoing management
of the greater part of Lansforsakringar’s
assets. Since ABN AMRO took over the
asset management, the relative yield — the
actual yield compared with the benchmark
index — has improved.

For the largest management assignment
— Léansforsakringar Liv — ABN AMRO suc-
ceeded well with its short-term allocation of
assets in 2003. European fixed-income secu-
rities and Swedish short-term interest-bear-
ing securities also outperformed the index.
US, European and Japanese equities are
examples of portfolios that underperformed
the index. Lansforsdkringar continually
reviews the risk mandate for each type of
management and makes amendments when
such are deemed necessary.
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External asset managers

Manager Managed volume, SEK billion
ABN AMRO 114
T Rowe Price 1
Aeltus 1
CDC IXIS Asset Management 0.6
Lombard Odier Darier Hentsch 0.3

ABN AMRO Asset Management

ABN AMRO Asset Management is Lansforsakringar’s pri-
mary asset manager and manages the greater part of Léns-
forsikringar’s life assurance and mutual fund portfolios. ABN
AMRO Asset Management, a separate division of the Dutch
ABN AMRO Bank, manages assets on behalf of institutional
investors such as central banks, pension funds and insurance
companies, but also on behalf of private investors. ABN
AMRO Bank is among the world’s ten largest banks, with
more than 100,000 employees. Asset Management is based in
London and Amsterdam but also has large offices in Atlanta,
Chicago, Hong Kong and Singapore. Asset Management is
also represented through local offices on all continents.

The management agreement with ABN AMRO runs for
ten years but may be terminated by Lansforsakringar if the
yield requirements are not achieved.

T Rowe Price

T Rowe Price of North America manages an equity portfolio
on behalf of Lansforsdkringar Liv. The portfolio management
concentrates mainly on North American equities, although the
company possesses expertise of all major asset classes.
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Aeltus Investment Management

Aeltus is another North American portfolio manager that man-
ages an equity portfolio on behalf of Lansforsékringar Liv.
Acltus is owned by the ING Group but acts as an independent
company with responsibility for ING’s North American equity
strategies. The ING Group is a Dutch company with banking,
insurance and asset management operations.

CDC IXIS Asset Management

CDC, a European asset management company, manages a
European equity portfolio on behalf of Lansforsakringar Liv.
Asset Management is predominantly owned by Caisse
d’Epargne (CNCE), a French savings bank, but also by the

CDC Group, a government-owned institution.

Lombard Odier Darier Hentsch

Lombard Odier Darier Hentsch manages a European fixed-
income portfolio on behalf of Lansférsiakringar Liv. The com-
pany is operated as a private partnership, entailing independ-
ent asset management since the company is not owned by a

large financial company.

Nordic Alternative Investment Advisors

Nordic Alternative Investment Advisors advises Lansforsak-
ringar Liv, Lansforsékringar Sak and Agria on private equity
investments and investments in hedge funds. The company
also offers advisory services to investors outside the Léns-
forsékringar Alliance.



Property investments

Lansforsakringar's real estate holdings
comprise properties held by the individual
regional insurance companies and those
owned by a joint organization. Twenty
regional insurance companies jointly own
the Humlegarden Fastigheter HB property
company, with property holdings primarily
concentrated in Stockholm city. In 2003,
Humlegarden and Lansférsakringar Liv —
which previously had separate organiza-
tions for property investments — formed a
joint property management company that
handles real estate investment and man-
agement on behalf of Humlegarden
Fastigheter HB and Lansférsakringar Liv.
The company also manages Lans-
forsakringar AB’s premises at Gardet in
Stockholm and Humlegérden Slottsback-
en. No profits accrue in the management
company, but rather costs are covered

from the various assignments.

Development of Lansférsakringar
Liv's portfolio

Prior to 2003, it was decided to reduce
Lansforsakringar Liv's portfolio and con-

centrate on office properties in Stock-
holm. The goal to sell real estate for SEK
2 billion in 2003 was achieved and pay-
ment was received on June 30, 2003.
The portfolio is now concentrated on
office property in Stockholm, a market
that was weak during fiscal year 2003.
Substantial vacancies arose in Léns-
forsékringar Liv's properties in 2002 and
2003, partly because the life assurance
operations previously located in Solna
were transferred to Gardet and partly
because a few major tenants terminated
their leases during the year. The property
portfolio generated a total yield of 0.5%.

Development of the

Humlegarden portfolio

Humlegarden sold properties with a mar-
ket value of approximately SEK 450 M in
connection with the divestment of Lans-

forsakringar Liv's property portfolio. In

addition, a couple of renovation projects

were implemented in existing holdings.
Yield amounted to 6.9% of subscribed

capital (adjusted shareholders’ equity).

Premises at Gardet in Stockholm

The rebuilding and extension of Lans-
forsakringar AB’s premises at Gardet in
Stockholm is now complete. The market
value of the premises is unchanged at
approximately SEK 2 billion.

Humlegarden Slottsbacken

During the year, an internal real estate
fund was established, with Humlegarden
and five of the regional insurance compa-
nies as joint owners. The fund acquired a
corner property located at Skeppsbron/
Slottsbacken in Gamla Stan, central
Stockholm, for approximately SEK 250
M. During its first year of business, the
fund yielded a return of 9% of sharehold-
ers’ equity.

Focus in 2004

Focus in 2004 will be on further refining
the portfolio and making certain changes.
Total returns are expected to be at
approximately the same levels as in
2003.
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» ASSET MANAGEMENT

Ownership 1ssues

As representatives for customers with insurance or mutual fund savings with Lansférsakringar, the compa-

ny has the task of managing these savings in order to create maximum value. Lansforsakringar is one of

the larger institutional owners on Stockholmsbdérsen without holding any major ownership interests in any

single company. To gain influence, Lansférsakringar therefore seeks active alliances with other large own-

ers that share Lansforsékringar’s views on significant issues. The corporate governance policy presents

Lansforsakringar’s view on important issues.

Corporate governance

The corporate governance policy contains
guidelines on how Lénsforsdkringar should
exercise its ownership power in its capacity
as representing insurance and mutual fund
customers. The policy aims to create maxi-
mum value from asset management opera-
tions.

Léansforsdkringar may be a shareholder
in companies even though important
aspects of the relationship between the
company and its shareholders are not
applied in all respects. However, since the
policy is intended to increase the value of
the particular company, the ownership is
affected by how the policy principles are
applied.

Extract from Lansforsakringar’s corpo-

rate governance policy

* Nominating committees should put for-
ward the names of prospective Board
members and maximum efficiency can
be achieved if the number of Board
members is limited to 7-9 persons. The
Board’s relationship to the company, the
management, groups of owners and
other interested parties shall be charac-
terized by independence.

* Nominating committees should consider
each company’s skills requirements and
need for contacts and should seek wide-
spread support for its proposals among

LANSFORSAKRINGAR ALLIANCE

the shareholders. If a nominating com-
mittee is not appointed, the Chairman of
the Annual General Meeting should
report on how the proposals regarding
Board members have been prepared,
which considerations have been made
and which contacts have been taken. If
no nominating committee has been
appointed, this makes it more difficult to
evaluate the Board members.

The Board of Directors and the manage-
ment must provide correct and complete
information on all issues that are rele-
vant to the shareholders in order to
ensure that the work of the Board is as
transparent as possible.

It is especially important that the inter-
ests of the executive management and
the Board of Directors are in line with
shareholder interests. Board members
and executive management should there-
fore be shareholders. Incentive programs
should be applied for executive manage-
ment. There must be a clear link
between pay and performance. A ceiling
should be set to avoid unreasonably high
remuneration. However, the outcome of
option programs must not be dependent
on general stock market trends. If syn-
thetic constructions are chosen, the con-
sequences of every conceivable outcome
must be understood. Synthetic option
programs should only be applied if the

persons covered by the program also
hold shares in a closely related propor-
tion to the extent of the program.

The tasks of the nominating committee
should also include determining the
level of fees payable to Board members,
including the evaluation of incentives
programs and option programs as above.
The Chairman of the Board should be
elected by the Annual General Meeting.
At the Annual General Meeting, the
Managing Director should report on any
commitments outside of the company
and the time spent on such commit-
ments.

Ethics have a large influence on the
functioning of capital markets. Each
Board member therefore has a special
responsibility to ensure that the compa-
ny in question conducts its operations in
such a manner that is in accordance with
good ethics in all respects. Lansforsak-
ringar must also take ethics into consid-
eration when electing Board members.

* The conduct of individual companies

towards the external environment is also
of major importance to the long-term wel-
fare of the company in question and oth-
ers. There is generally a high level of
awareness of this. Lansforsdkringar avoids
ownership in companies that consciously
violate generally accepted principles.
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» PERSONNEL

One of the most attractive
employers in Sweden

Despite harsh criticism directed at the entire insurance industry in

2003, Lansforsakringar has further improved its ranking in the list of

Sweden’s most attractive employers.

ansforsdkringar is currently
ranked sixth in the list of Swe-
den’s most popular employers.
This is an improvement on the
preceding year, when Lansforsékringar
was ranked eleventh. The survey highlight-
ed the following factors that make Léns-
forsdkringar so attractive:
— Lansforsakringar takes care of its
employees.
— Lansforsakringar has a modern manage-
ment style and corporate culture.
— Lénsforsakringar is a well-reputed cor-
porate group within the industry.
— Lansforsakringar offers career develop-

ment opportunities.

The survey, conducted by Image Survey
International, involved a questionnaire sent
to decision makers in 250 companies. With
one exception, Lansforsdkringar was
ranked higher than its competitors in the

insurance and financial sector.

“Rocket” ranking in student survey

Being able to attract the best employees in
the future is a strategic issue for Lans-
forsdkringar. In a student survey called the
“Corporate Barometer”, Lansforsikringar
was named the most attractive employer in
the insurance industry. In addition to this
top ranking, Lansforsikringar was also sin-
gled out as a “Rocket” (that is, company
that rose by at least 10 places since the

preceding year). The “Corporate Barome-

ter”, which is conducted annually by Uni-
versum Communication, is a survey of
attitudes among economics, technology
and IT students towards future employees.
A total of 7,000 students took part in the
survey in 2003.

Lénsforsakringar’s popularity as a
prospective employer is partly a result of
its strategic investment in trainee programs
and active participation in labor market
days and student activities. Efforts to
strengthen Lansforsakringar’s image and
popularity among this group were initiated
in 2000.

Personnel

At year-end 2003, a total of 5,616 persons
were employed in the Lansforsdkringar
Alliance; 3,942 in the 24 regional insur-
ance companies and Lansforsékringar
Miklarservice and 1,674 in the jointly
owned Lansforsikringar AB. This repre-
sents a reduction of slightly more than 130
employees compared with the preceding
year. During 2003, Lansforsdkringar con-
tinued its focus on employees through
strategic skills development and leadership
development and by looking at health in
the workplace and raising knowledge of

change management.

Strategic skills development

In the spring of 2003, a joint training
department was set up in Lansforsékringar.
Coordinated training is a prerequisite for



the strategic skills development needed for

the expansion of the Lansforsakringar
brand. Lansforsikringar’s business goals
and strategies form the basis of the new
training plans due to be compiled in 2004
for various personnel categories within
non-life insurance, life assurance and
banking.

The training department, which forms
part of the jointly owned Lénsforsékringar
AB, primarily supplies product training
and management training. Training is now
also offered onsite at the relevant compa-
ny’s premises, enabling greater cost effi-
ciency. A total of 710 in-house training
days were implemented in 2003.

Management training through
international partners

Management training comprises one of
Lansforsikringar’s selected areas in its
partnership with Nordic Alliance (Lans-
forsdkringar, Tapiola, Gjensidige). Efforts
have focused on trainee programs, training,
development programs for young talent
and management training for women. The
aim of the partnership is to create an
extensive network to exchange experience
and enable benchmarking.

Membership in EurAPCo (European
Alliance Partners Company) entitles Léns-
forsdkringar to take part in the annual
development programs offered by Eureko
Academy. Lansforsakringar offers a Top
Executive program, primarily targeting

Managing Directors and other senior man-
agers. The Eureko Management Develop-
ment Program (Eurekans) provides oppor-
tunities for younger managers, specialists
and project managers to develop their
management skills in an international envi-
ronment together with participants from
other EurAPCo companies.

Long-term healthcare
initiatives pay off
Preventive healthcare initiatives are prof-
itable in the long term and enhance Lins-
forsakringar’s status as an attractive
employer. The preventive approach is an
integral part of the insurance concept.
Procedures for regular investigation,
intervention and follow-up regarding
healthcare issues are beginning to take
shape in Lansforsakringar. Health at work
is an important focus area within Lans-
forsékringar and by introducing goals and
action plans to the business plan, health-
care has been integrated in the organiza-
tion.

Managers and employees

in change process

During 2003, many employees and man-
agers were involved in learning to imple-
ment changes in a successful manner. The
focus on change processes was initiated in
2002. A change management model has
been compiled and Lansforsékringar can

now offer its managers training in this

Employee statistics

The statistics relate to Lansforsakringar
AB, the 24 regional insurance companies
and Lansforsdkringar Méklarservice.

Total number of permanent

employees at Dec 31 2003 2002
Women 3,008 3,106
Men 2,608 2,643
Total 5,616 5,749
Permanent employees

who left during the year 357 338
Permanent employees

recruited during the year 308 492
Future recruitment needs in the

24 regional insurance companies 120 185
Average age 2003 2002
Women 42 A4
Men 43 45

Number of employees
Age range 2003 2002
0-30years 606 676
31-40years 1,662 1,646
41-50years 1,572 1,607
51-60years 1,599 1,632
61- 223 218
Managers with staff responsibilities 2003 2002
Women 191 159
Men 425 412
2003 2002

Elected officers Women Men Women Men
Managing Director 6 28 6 26
Management teams 69 191 73 216
Board members 92 274 86 274
Assembly of delegates 302 1,183 289 1,172

Management team: includes union representatives

Board of Directors: regular members including union represen-
tatives

Delegates: Regular members
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area. This training has proved highly bene-
ficial to managers in Lansforsékringar’s
campaign to promote competitive and effi-
cient life assurance operations. When
implementing major changes, building net-
works and gaining the support of col-
leagues is essential.

The competition entails a need for
rapid changes, leading to new skills
requirements for employees and a will to
try out new work duties. Employees are
given support and guidance through vari-
ous career development programs. Willing-
ness to undergo changes is an important
aspect of professional and personal devel-
opment. These programs have also served

LANSFORSAKRINGAR ALLIANCE

as tremendous support for employees
made redundant as a result of organiza-
tional changes.

Cultural diversity in focus

As a predominant player in the local mar-
ket, Lansforsakringar must be able to satis-
fy the needs of all customers, regardless of
ethnic background. Sustainable solutions
are based on sustainable values. A staff
survey has been conducted to gain an over-
all picture of staff attitudes towards cultur-
al diversity. The objective of the survey is
to obtain a clearer idea of how to proceed
in the work on cultural diversity, based on
where Lansforsakringar stands today.

Average absence due to illness

Absence in 2003 due to illness is reported
in accordance with a new model of calcu-
lation in compliance with the Annual
Accounts Act (effective July 2003). Conse-
quently, no comparison with absence due
to illness in 2002 is shown.

Total absence Long-term sick

due to illness, % leavel), %

2003 Women Men Women Men
29 years or younger 2.7 2.3 0.6 0.8
30-49years 4.0 1.6 2.2 0.9
50 years or older 6.5 3.4 4.5 2.6
Total absence due to iliness

regardless of age and gender 3.7%
Long-term sick leavel)

regardless of age and gender 3.0%

160 days or more.




» INTERNATIONAL OPERATIONS

International cooperation
benefits local customers

International cooperation enables Lansférsakringar to develop its

products and services to better meet customer needs. The regional

insurance companies cooperate with other regional insurance compa-

nies and the jointly owned Lansférsakringar AB to develop their cus-

tomer offering and provide local service throughout Sweden. In the

same way, Lansférsakringar works with international partners to moni-

tor developments and provide services for Swedish customers abroad.

he regional insurance compa-

nies provide customers in the

Swedish market with local serv-

ices of a high standard. Swedish
customers — both private individuals and
companies — are increasingly active
abroad. Study, work and leisure take place
in other countries to an increasing extent.
Both large and small companies have oper-
ations outside Sweden. In the same way
that a regional insurance company is
expected to provide good insurance cover,
claims service and advice throughout Swe-
den, customers must also be able to
receive good service in other countries.

Increased travel requires that claims

adjustment services are expanded to pro-
vide rapid assistance for travelers and
vehicles involved in accidents in other
countries. For acute situations, special
resources are required. The number of
claims that require specialist knowledge of
foreign legislation is also increasing. Since
2003, Lansforsikringar has been a major
shareholder in SOS International, with a
12% interest.

Cooperative development

As a player in the non-life insurance, life
assurance and banking markets in Swe-

den, Lansforsdkringar must study influ-
ences and innovations from other coun-
tries. A change is taking place across
Europe, particularly with regard to health
insurance and other traditional areas of
social security. A trend seems to be
emerging, whereby the involvement of the
public sector is being defined more clear-
ly and, in many cases, limited. This also
provides increased openings for private
insurance companies and greater clarity
for customers, enabling them to evaluate
their need for insurance to supplement the
protection provided by society. A number
of European companies have come a long
way in this area. By learning from the
experiences of others and possibly even
developing products jointly, Lans-
forsdkringar can shorten development
times for such products.

The most extensive insurance alliance
is within the EurAPCo company (Euro-
pean Alliance Partners Company), formed
in the autumn of 2000 to focus on devel-
opment issues that can strengthen the par-
ticipants in their own domestic markets.
The Alliance comprises Eureko, Friends
Provident, Lansforsikringar, MAAEF,
Gothaer, Swiss Mobiliar and Topdanmark.
In total, the companies in the Alliance

LANSFORSAKRINGAR ALLIANCE
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have a premium income of EUR 28 billion
and employ more than 57,000 persons.

Lénsforsikringar is also a member of
the Nordic Alliance. The Alliance, formed
in the early 1990s, is based on a close
exchange of experience and benchmarking
among mutual insurance companies. The
cooperation between Gjensidige NOR,
Lénsforsdkringar and Tapiola — which also
includes bank issues — was activated fur-
ther in 2003.

International cooperation also provides
greater opportunities to influence the deci-
sion makers in Europe. The resources
Lénsforsdkringar has established as a
result of representation in Brussels have
proved highly beneficial for its partners,
and have been strengthened through coop-
eration. The international alliances also
provide professional development opportu-
nities through international training pro-
grams, exchange activities and opportuni-
ties to work abroad for temporary periods.
It is also important that personnel at Léns-
forsdkringar have an understanding of the
conditions prevailing in other countries in
order to keep up with international devel-
opments and provide their customers with
high-quality international service.

LANSFORSAKRINGAR ALLIANCE

EU directive entails simpler claims
adjustment for traffic accidents abroad

The provisions of the Fourth Motor Insurance Directive require all issuers of motor
insurance within the EU, the EEA (Norway, Iceland and Lichtenstein) and Switzer-
land to protect their customers’ interests. For example, a person who is hit by a
car and injured in any of the above countries may now travel home and have his
claim adjusted in his home country and in his native language via a representative
of the foreign insurance company. The representative adjusts the claim on the for-
eign insurer’s account in accordance with the regulations that apply in the country
in which the claim was incurred. The claimant avoids having to deal directly with
a foreign insurance company in a foreign language. Corresponding rules apply for
citizens from other countries within the EU/EEA who have been injured during
their stay in Sweden.

Lansforsakringar’s policyholders are used to receiving help and assistance,
even when the damage is caused by an external party. However, it is important to
inform them of this new right. The directive is especially important for people who
are injured when they are not travelling in a Swedish car, such as pedestrians,
cyclists or passengers in foreign cars.

Each insurance company within the EU/EEA has therefore appointed a claims
representative in other member states. Foreign insurance companies must thus
appoint representatives in Sweden, and Swedish insurance companies must corre-

spondingly appoint representatives in all other countries in the EU/EEA.



A single European insurance market

— an eternal dream?

This year, the European Commission is
concluding its five-year development pro-
gram to create a single European market
for financial services. Much has been done
within the scope of the program, especially
in terms of creating a single capital mar-
ket. However, the step from this to foreign
companies setting up in Sweden on a broad
front is a large one.

Insurance has proved to be one of the
most complicated areas with regard to
cross-border trade. This is because insur-
ance is subject to exceptionally extensive
and detailed national regulation and it has
proved very difficult to date to coordinate
these regulations. Since it has proved so
difficult to proceed through coordination,
the European Commission has gradually
initiated another strategy to achieve a sin-
gle market: mutual recognition. This
entails that member states accept limited
harmonization but accept each other’s
rules. For example, an insurance company
in France or Malta would be able to sell its
policies in Sweden based on its own
national regulations regarding marketing,
consumer protection, insurance contracts,

etc. In other words, the company does not

have to comply with Swedish regulations
in order to operate in Sweden.

This obviously benefits the insurance
companies as it facilitates access to a larg-
er market. However, on the other hand, it
places greater requirements on consumers
to understand what they are buying and the
terms of the purchase. With the Swedish
regulations alone, insurance is already
viewed as a incomprehensible product.

Sweden is relatively “highly regulated”.
Swedish customers thus risk negative sur-
prises when they buy insurance from a
“less regulated” country and discover that
the rules that they are used to do not apply.
For Swedish insurance companies, there is
also a risk that they will compete on unfair
grounds in their domestic market.

A specific example of this trend is the
common marketing rules proposed by the
European Commission. The Consumer
Ombudsmen in the Nordic countries have
jointly protested against these proposals on
the grounds that they would lead to a lower
level of protection for Nordic consumers
than at present and it would not be possible
to take action against advertisements made
by other countries.

Insuring companies
abroad

Insuring a company’s operations outside
Sweden is often subject to other regula-
tions than those that apply in Sweden.
The package solutions for commercial
customers in Sweden are very different
from those abroad. Extensive expertise is
required to create a customized solution
that corresponds to Swedish insurance.
In most countries, it is forbidden to
take out insurance from companies that
are not licensed in the country in ques-
tion. In other countries, insurance premi-
ums are subject to taxation. In addition,
in some countries the company must
take out insurance that is regarded as
social insurance in Sweden, such as
industrial injury insurance, but which is
compulsory abroad and is available from
regular insurance companies. Examples
of such can be seen in countries as close
as Denmark, Norway and Finland.
Through the International Network of
Insurance (INI), Lansférsakringar is able to
arrange local non-life insurance in almost
all parts of the world, giving customers the
same level of cover as in Sweden.
Through the EurAPCo alliance, Lans-
forsakringar can also assist commercial
customers who plan to send employees
to work abroad for shorter or extended
periods. Customers can obtain informa-
tion regarding the extent to which the
employee is covered by the Swedish
social insurance system and regarding
terms of insurance in other countries.
Through simple, direct contact with
Lansforsakringar’'s partners within the
EurAPCo alliance, the company can
arrange insurance cover for the employee

during his work placement abroad.
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NON-LIFE INSURANCE (INCLUDING BANK AND MUTUAL FUNDS), SEK M
INCOME (after ceded reinsurance) 2003
Premiums earned 110 324 218 258 247 557 308 386 513 1,363 319 717 334
Investment income transferred from financial operations 5 10 11 15 7 23 10 24 16 86 17 18 9
Claims payments -80 -235 -148 -211 -185 -481 -233 -332  -439 -1,107 -239 -518 -274
Operating expenses -14 -68 -58 -60 -53 -125 -58 -77 -96 -297 -62 -161 -69
Other revenues/expenses
Technical result from non-life insurance
operations before bonuses and discounts 21 31 22 3 16 -26 27 1 -6 45 35 56 0
Bonuses and discounts -25 -30
Technical result, non-life insurance operations 21 6 22 3 16 -56 27 1 -6 45 35 56 0
Total investment income 13 130 48 45 30 264 26 93 94 160 75 125 87
Investment income transferred to insurance operations -5 -10 -11 -15 -7 -23 -10 -24 -16 -86 -17 -18 -9
Operating income from mutual fund operations
Operating income from banking operations
Other revenues/expenses -5 -8 -1 -16 -6 -9 -3 -5 -7 -7 -2 -15 -8
Operating income 24 118 57 17 33 176 40 65 65 112 91 148 70
Balance sheet, Dec 31, 2003
ASSETS
Investment assets
Shares and participations!) 110 513 308 322 308 1,612 190 594 764 945 540 818 404
Bonds and other interest-bearing securities 72 90 170 100 99 586 272 338 358 1,103 241 389 232
Other investment assets 69 590 78 82 77 123 241 87 200 10 19 161 133
Total investment assets 251 1,193 556 504 484 2,321 703 1,019 1,322 2,058 800 1,368 769
Reinsurers’ portion of technical reserves 77 37 53 84 17 223 38 79 17 121 68 136 86
Bank Group assets
Other assets 97 160 120 114 126 303 108 135 158 451 102 364 124
Total assets 425 1,390 729 702 627 2,847 849 1,233 1,497 2,630 970 1,868 979
SHAREHOLDERS’ EQUITY, PROVISIONS AND LIABILITIES
Shareholders’ equity 38 379 175 109 58 901 266 229 444 322 189 185 200
Untaxed reserves 60 344 208 186 162 636 375 308 308 294 644 210
Technical reserves (before ceded reinsurance) 247 359 268 329 271 977 355 501 536 1,615 383 815 460
Bank Group liabilities
Other liabilities 80 308 78 78 136 333 228 129 209 385 104 224 110
Total shareholders’ equity, provisions and liabilities 425 1,390 729 702 627 2,847 849 1,233 1,497 2,630 970 1,868 979
1 Of which, the value of shares in Lansfoérsékringar AB 105 217 152 191 215 403 136 291 320 561 223 369 273
Net asset value 109 856 455 370 270 1,692 356 663 882 742 541 894 473
Solvency margin, % 91 253 197 134 101 290 108 162 163 51 162 116 133

Lansforsakringar is neither a legal entity nor, in the legal sense of the term, a group; it is an alliance between 24 independent regional insurance companies that jointly own Lans-
forsakringar AB.
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610 561 98 508 337 228 327 154 115 121 957 4,417 14,087
20 20 4 16 13 6 9 7 4 4 42 699 1,095
-508  -440 -70  -426 -259 -178 -271 -118 -91 -103 -755 -3,750 -11,452
-127 -112 -25 -78 -57 -42 -58 -35 -25 -22  -182 -818 -2,778
37 38
-5 29 7 20 34 13 7 8 2 0 62 586 990
-41 -20 -115
-46 29 7 20 34 13 -13 8 2 0 62 586 875
202 99 45 138 107 39 105 45 45 37 190 898 2,573 Transactions between the Lansforsakringar
AB Group and the regional insurance com-
-20 -20 -4 -16 -13 -6 -9 -7 -4 -4 -42 -699 -1,095 panies have been eliminated to achieve
accurate total values for Lansforsakringar.
21 21 The value and changes in value of Lans-
65 65 forsakringar AB shares and debenture
loans and the Lansforsékringar AB Group'’s
17 6 3 _8 _10 2 _4 7 _4 2 9 _121 _o82 liabilities to and receivables from the
regional insurance companies have been
119 102 51 134 118 44 79 40 39 31 201 750 2,157 eliminated.
1,327 1,115 221 699 666 256 505 261 212 216 948 5,560 13,327
464 429 60 104 107 207 211 132 131 612 10,341 17,016
419 62 78 239 193 72 266 13 87 45 313 2,740 6,258
2,210 1,606 359 1,042 1,026 435 978 485 431 392 1,873 18,641 36,600
115 100 12 4 49 61 83 16 47 40 91 3,182 1,618
32,402 32,402
237 337 115 456 140 105 175 44 37 45 644 4,836 8,964
2,562 2,043 486 1,502 1,215 601 1,236 546 515 477 2,608 59,061 79,584
843 517 287 629 357 115 403 174 150 150 845 6,086 7,963
603 626 306 148 295 126 129 110 6,078
771 731 126 536 398 278 391 182 184 172 1,102 18,182 26,949
28,183 28,183
345 169 73 337 154 60 147 64 52 45 661 6,609 10,411
2,562 2,043 486 1,502 1,215 601 1,236 546 515 477 2,608 59,061 79,584

405 398 53 325 210 140 207 84 105 112 590

1,637 1,253 332 785 766 306 785 336 310 291 1,101 6,839 16,722

252 213 309 149 215 125 222 204 252 222 106 147 112

2) The Lansforsakringar Liv Forsakrings AB Group is not consolidated since the company is operated in accordance with mutual principles.
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» LANSFORSAKRINGAR LIV, GROUP

Income statement

Balance sheet

SEKM 2003 2002 SEKM Dec 31, 2003 Dec 31, 2002
Premium income, gross 8,268 8,257 ASSETS
Premium income, net 8,069 8,126 Intangible assets 1,913 1,954
Investment income, net 9,139 -14,508 Investment assets 85,175 79,027
Claims payments -4,336 -3,738 Investment assets for which policyholders
bear the investment risk 18,164 13,762
Change in technical reserves -6,644 650
Reinsurers’ portion of technical reserves 624 478
Operating expenses -1,477 -1,857
Receivables 222 512
Technical result, life assurance operations 4,750 -11,326
Other assets 3,370 4,766
Non-technical items -168 -145
Prepaid expenses and accrued income 2,989 3,186
Income before appropriations and tax 4,582 -11,471
TOTAL ASSETS 112,456 103,685
Tax 774 -971
NET PROFIT/LOSS FOR THE YEAR 3,808 -12,442
SHAREHOLDERS’ EQUITY, PROVISIONS AND LIABILITIES
Share capital 8 8
Other equity 15,819 14,358
Technical reserves 75,886 72,908
Provisions for life assurance for which the
policyholders bear the investment risk 18,167 13,763
Provision for other risks and expenses 30 167
Deposits from reinsurers 639 476
Liabilities 1,475 1,512
Accrued expenses and prepaid income 431 494
TOTAL SHAREHOLDERS’ EQUITY, PROVISIONS AND LIABILITIES 112,456 103,685
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» LANSFORSAKRINGAR

BANK AB (PUBL)

» LANSFORSAKRINGAR

FONDFORVALTNING AB (PUBL)

SEKM 2003 2002 SEKM 2003 2002
Consolidated income statement Income statement
Interest revenue 1,594 1,143 Revenue 305 304
Interest expense -893 -605 Operating expenses -285 -290
Net interest income 701 538 Operating income 20 14
Income from financial items 1 2
Commission revenue 111 85
Income after financial items 21 16
Commission expense -83 -58
Tax on income for the year -7 -5
Net income from financial transactions 0 0
NET PROFIT/LOSS FOR THE YEAR 14 11
Other operating revenue 93 84
TOTAL OPERATING REVENUE 822 649
Balance sheet, December 31
General administration expenses -650 -564 ASSETS
Depreciation/amortization -58 -46 Fixed assets 19 16
Other expenses 08 31 Current receivables 76 68
Total expenses before loan losses -736 -641 TOTAL ASSETS 95 84
Income before loan losses 86 8
Loan losses, net 39 13 SHAREHOLDERS’ EQUITY AND LIABILITIES
Income from banking operations 47 -5 Shareholders’ equity 24 25
Income from insurance operations 18 25 Current liabilities 71 59
Total operating income 65 20 TOTAL SHAREHOLDERS’ EQUITY AND LIABILITIES 95 84
Tax on income for the year -19 0
NET PROFIT/LOSS FOR THE YEAR 46 20
Consolidated balance sheet, December 31
Cash and central bank account balances 75 69
Lending to credit institutions 602 1,408
Lending to the public 30,044 19,861
Shares and participations 4 1
Bonds and other interest-bearing securities 1,243 499
Assets in insurance operations 0 12
Intangible assets 78 109
Tangible assets 26 30
Other assets 237 235
Prepaid expenses and accrued income 97 78
TOTAL ASSETS 32,406 22,302
Liabilities to credit institutions 1,357 267
Deposits and borrowing from the public 18,154 16,378
Securities issued 9,120 3,706
Liabilities in insurance operations 5 5
Other liabilities 308 234
Accrued expenses and prepaid income 459 308
Provisions 21 18
Subordinated debt 1,050 180
Shareholders’ equity 1,932 1,206
TOTAL LIABILITIES, PROVISIONS AND
SHAREHOLDERS’ EQUITY 32,406 22,302
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» GLOSSARY

Absolute Return fund

An Absolute Return fund is a hedge fund with a low-
er correlation to the market than an average hedge
fund, and normally a lower downside risk.

After ceded reinsurance

The proportion of an insurance transaction for which
the insurance company takes the risk, and which, as
result, is not reinsured with another company.

Alternative Investments

Assets that are not currently regarded as traditional.
Alternative Investments currently comprise Private
Equity and Absolute Return funds.

Business volume, Bank
The sum of deposits and loans.

Capital adequacy, Bank

The capital base in relation to the risk-weighted
amount. The capital base consists of shareholders’
equity plus debenture loans less goodwill and the
book value of shares in WASA Garanti. The risk-
weighted amount is defined as the sum of assets in
the balance sheet and off-balance sheet commit-
ments valued in accordance with the Capital Ade-
quacy and Large Exposures (Credit Institutions and
Securities Companies) Act. Pursuant to the Act, cap-
ital adequacy must be at least 8%.

Capital assured (Life)
Value of the policy as presented to the customer.

Capital base

In simple terms, the capital base refers to the avail-
able capital. A company’s capital base primarily con-
sists of the shareholders’ equity. Within certain lim-
its, debenture loans raised may also be included in
the capital base. Debenture loans are loans whereby,
if the company becomes bankrupt, the borrower is
not required to repay the debt until after all normal
debts have been fully paid. This requires that the cap-
ital base is at least as large as the required solvency
margin.

Claims payments (claims costs)
The cost during the fiscal year of claims incurred,
whether reported to the company or not.

Claims ratio

Relationship between cost of claims during the fiscal
year and premiums earned, expressed as a percent-
age.

Collective consolidation (Life)

The value of the company’s assets compared with the
guaranteed commitments to customers and the pre-
liminary bonus allocated to customers.

Combined ratio
Operating expenses plus claims costs in relation to
premiums earned, expressed as a percentage.

Computed interest (Non-life)

Premiums are paid in advance, while operating ex-
penses and claims are paid in arrears. Funds that
have not yet been paid out are invested in order to ob-
tain a return. The estimated interest on these invest-
ments — the computed interest — is transferred from
asset management to insurance operations.

LANSFORSAKRINGAR ALLIANCE

Direct insurance

Insurance contract concluded directly between the
insurer and the policyholder. In contrast to indirect
insurance (reinsurance accepted), the insurance
company is directly responsible to the policyholder.

Direct yield

The net of interest income, dividends on shares and
participations, and the surplus (deficit) on the com-
pany’s own properties.

Embedded value

Embedded value is a net valuation of the insurance
portfolio of the unit-linked life assurance company
plus shareholders’ equity. The valuation of the insur-
ance portfolio is based on a present (capitalized) val-
ue calculation — per policy in the portfolio — of future
revenues and expenses. The calculation is based on
assumptions of future yield on equities and bonds,
discount rates, inflation, fees, administrative costs
and cancellations in the insurance portfolio. The val-
uation does not take future new sales into account.

Hedge fund

Fund that, via investments in traditional markets,
seeks positive yield regardless of the general trends
in these markets.

Interest margin, Bank
Difference between average interest on all assets and
average interest on all liabilities.

Interest-bearing (securities)

Loans issued in the market by a borrower (for exam-
ple the government). Long-term securities are nor-
mally termed “bonds”, while short-term lending is in
the form of what are commonly called “bills™.

Investment assets

Investment assets are current or long-term assets
which take the form of an investment, including
properties and securities in the case of an insurance
company.

Investment income

The net of the following income and expenses: inter-
est income, interest expense, dividends on shares and
participations, surplus (deficit) on the company’s
real estate, change in the net asset value of proper-
ties, shares, interest-bearing securities and deriva-
tives, gains (losses) on the sale of investment assets
and exchange-rate gains (losses).

Loan losses

Probable loan losses are the difference between the
amount of credit granted and the amount expected to
be recovered, taking into account the borrower’s abil-
ity to pay and the value of collateral. Actual losses
are ascertained, for example, in bankruptcy proceed-
ings or a settlement.

Net asset value

The sum of shareholders’ equity, deferred tax liabili-
ty/assets in untaxed reserves and surplus values (un-
der values) in total assets.

Net investment
The difference between total purchases and sales of
assets during the fiscal year.

Operating expenses
Costs of marketing, sales and administration.

Operating income
Income before appropriations and tax.

Premium income

Premiums received during the year. Premium in-
come is a common measure of the volume of insur-
ance business.

Premiums earned
The proportion of premium income attributable to
the fiscal year.

Private Equity fund

Fund that buys, develops and sells unlisted compa-
nies. The bulk of investment is made in mature, prof-
itable companies.

Reinsurance

If an insurance company cannot, or does not wish to,
assume the entire liability to policyholders, it rein-
sures part of its policies with other companies. In
this connection, the reinsurance is said to be “ceded”
by the first company and “accepted” (indirect insur-
ance) by the second company.

Solvency

The required solvency margin is a measure of how
much capital a company requires. The calculation is
made based on the company’s premium income and
its claims payments. The required solvency margin is
the highest of the two computed values. The capital
base must be at least as large as the required solven-
cy margin.

Solvency margin (Non-life)

Net asset value in relation to premium income after
ceded reinsurance, expressed as a percentage.
Solvency ratio (Life)

The value of the company’s assets compared with the
guaranteed commitments to customers.

Surplus value

The positive difference between the market value of
an asset and its book value as stated on the asset side
of the balance sheet.

Tactical allocation

Allocation between various types of assets in a port-
folio, for example the desired proportion of shares
and interest-bearing investments. Reallocation is
made based on assessments of market trend.

Total yield

The sum of direct yield, realized gains and losses,
and unrealized changes in the value of assets in rela-
tion to the average value of investment assets, de-
fined and classified in accordance with the invest-
ment income table.

Transfer option
Possibility of transferring pension capital from a pol-
icy with one insurer to another.

Underwriting result (Non-life)

Premiums earned less operating expenses and the
cost of claims plus income from ceded reinsurance
and investment income from insurance operations.



» ADDRESSES

Regional insurance companies

Blekinge Lansforsakringsbolag

Box 24

SE-374 21 Karlshamn

Visitors: Kyrkogatan 21

Tel: 46 454-30 23 00

Fax: 46 454-105 60

E-mail: info@blekinge.lansforsakringar.se

Dalarnas Forsakringsbolag

Box 3

SE-791 21 Falun

Visitors: Slaggatan 9

Tel: +46 23-930 00

Fax: +46 23-284 87

E-mail: info@dalarnas.lansforsakringar.se

Lansforsakringar Alvsborg

Box 1107

SE-462 28 Vanersborg

Visitors: Vallgatan 21

Tel: +46 521-27 30 00

Fax: +46 521-27 32 27

E-mail: info@alvsborg.lansforsakringar.se

Lansforsakringar Gavleborg

Box 206

SE-801 03 Gavle

Visitors: Slottstorget 3

Tel: +46 26-14 75 00

Fax: +46 26-14 75 19

E-mail: info@gavleborg.lansforsakringar.se

Lansforsakringar Goinge

Box 54

SE-281 21 Hassleholm

Visitors: Other Avenyen 14

Tel: +46 451-489 00

Fax: +46 451-156 93

E-mail: info@goinge.lansforsakringar.se

Lansforsakringar Goteborg och Bohuslan
SE-404 84 Géteborg

Visitors: Lilla Bommen 8

Tel: +46 31-63 80 00

Fax: +46 31-63 80 05

E-mail: info@gbg.lansforsakringar.se

Lansforsakringar Halland

Box 518

SE-301 80 Halmstad

Visitors: Strandgatan 10

Tel: +46 35-15 10 00

Fax: +46 35-10 36 10

E-mail: info@halland.lansforsakringar.se

Lansforsakringar Jamtland

Box 367

SE-831 25 Ostersund

Visitors: Prastgatan 48

Tel: +46 63-19 33 00

Fax: +46 63-10 24 70

E-mail: info@jamtland.lansforsakringar.se

Lansforsakringar Jonkoping

Box 623

SE-551 18 Jénkdping

Visitors: Barnarpsgatan 22

Tel: +46 36-19 90 00

Fax: +46 36-19 92 40

E-mail: info@jonkoping.lansforsakringar.se

Lansforsakringar Kalmar lan

Box 748

SE-391 27 Kalmar

Visitors: Smalandsgatan 1

Tel: +46 20-66 11 00

Fax: +46 480-286 50

E-mail: info@kalmar.lansforsakringar.se

Lansforsakring Kronoberg

Box 1503

SE-351 15 Véxjo

Visitors: Sandgardsgatan 5

Tel: +46 470-72 00 00

Fax: +46 470-72 00 01

E-mail: info@kronoberg.lansforsakringar.se

Lansforsakringar Norrbotten
Box 937

SE-971 28 Lulea

Visitors: Kungsgatan 13
Tel: +46 920-24 25 00
Fax: +46 920-22 01 66
E-mail: info@lIfn.nu

Lansforsakringar Skaraborg

Box 600

SE-541 29 Skévde

Visitors: Radhusgatan 8

Tel: +46 500-77 70 00

Fax: +46 500-77 70 30

E-mail: info@skaraborg.lansforsakringar.se

Lansforsakringar Stockholm
SE-173 82 Stockholm

Visitors: Hemvarnsgatan 9, Solna
Tel: +46 8-562 830 00

Fax: +46 8-562 833 36

E-mail: info@sth.lansforsakringar.se

Lansforsakringar Sodermanland

Box 147

SE-611 24 Nykoping

Visitors: V Storgatan 4

Tel: +46 155-48 40 00

Fax: +46 155-48 41 03

E-mail:
info@sodermanland.lansforsakringar.se

Lansforsakringar Uppsala

Box 2147

SE-750 02 Uppsala

Visitors: Svartbéacksgatan 44

Tel: +46 18-68 55 00

Fax: +46 18-68 55 80

E-mail: info@uppsala.lansforsakringar.se

Lansforsakringar Varmland

Box 367

SE-651 09 Karlstad

Visitors: Kbpmannagatan 2 A

Tel: +46 54-775 15 00

Fax: +46 54-775 16 50

E-mail: info@varmland.lansforsakringar.se

Lansforsakringar Kristianstad

Box 133

SE-291 22 Kristianstad

Visitors: V Storgatan 49

Tel: +46 44-19 62 00

Fax: +46 44-12 06 35

E-mail: info@krstad.lansforsakringar.se

Lansforsakringar Vasterbotten

Box 153

SE-901 04 Umed

Visitors: Nygatan 19

Tel: +46 90-10 90 00

Fax: +46 90-10 92 29

E-mail: info@vasterbotten.lansforsakringar.se

Lansforsakringar Vasternorrland
Box 164

SE-871 24 Harnosand

Visitors: Stora Torget 3

Tel: +46 611-253 00

Fax: +46 611-22518

E-mail: info@vn.lansforsakringar.se

Lansforsakringar Bergslagen

Box 1046

SE-721 26 Vasteras

Visitors: Stora Gatan 41

Tel: +46 21-19 01 00

Fax: +46 21-19 01 37

E-mail: info@bergslagen.lansforsakringar.se

Ostgota Brandstodsbolag

Box 400

SE-581 04 Linkoping

Visitors: Platensgatan 11

Tel: +46 13-29 00 00

Fax: +46 13-29 06 25

E-mail: info@ostgota.lansforsakringar.se

Lansforsakringar Gotland

Box 1224

SE-621 23 Visby

Visitors: Ostervag 17

Tel: +46 498-28 18 50

Fax: +46 498-24 76 48

E-mail: info@gotland.lansforsakringar.se

Lansférsakringar Skane

Box 742

SE-251 07 Helsingborg

Visitors: Sédergatan 15

Tel: +46 42-24 90 00

Fax: +46 42-24 94 70

E-mail: info@skane.lansforsakringar.se

Joint companies

Lansforsakringar AB

SE-106 50 Stockholm

Visitors: Tegeluddsvéagen 11-13
Tel: +46 8-588 400 00

Fax: +46 8-670 48 23

E-mail: info@lansforsakringar.se

Lansforsakringar Liv

SE-106 50 Stockholm

Visitors: Tegeluddsvagen 21

Tel: +46 8-588 400 00

Fax: +46 8-588 408 51

E-mail: info@lansforsakringar.se

Lansforsakringar Sak

SE-106 50 Stockholm

Visitors: Tegeluddsvagen 11-13
Tel: +46 8-588 400 00

Fax: +46 8-588 418 10

E-mail: info@lansforsakringar.se

Lansforsakringar Fonder
SE-106 50 Stockholm

Visitors: Tegeluddsvagen 21

Tel: +46 8-588 400 00

Fax: +46 8-21 7477

E-mail: info@lansforsakringar.se

Lansforsakringar Bank

SE-106 50 Stockholm

Visitors: Tegeluddsvégen 11-13
Tel: +46 8-588 416 00

Fax: +46 8-670 48 37

E-mail: info@lansforsakringar.se

Agria Djurférsakring

Box 70306

SE-107 23 Stockholm

Visitors: Tegeluddsvégen 11-13
Tel: +46 20-88 88 88

Fax: +46 8-588 421 80
E-mail: info@agria.se

Humlegarden Fastigheter

Box 5182

SE-102 44 Stockholm

Visitors: Birger Jarlsgatan 25

Tel: +46 8-678 92 00

Fax: +46 8-678 92 99

E-mail: info@humlegarden-fastigheter.se

Lansforsakringar Maklarservice
Box 65

SE-171 74 Solna

Visitors: Hemvarnsgatan 9

Tel: +46 8-562 837 00

Fax: +46 8-562 830 24

LANSFORSAKRINGAR ALLIANCE
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» DEFINITIONS

Lansforsakringar
A partnership between the 24 regional insurance
companies and Lansforsdkringar AB.

Lansforsakringsbolag

24 independent, regional mutual insurance compa-
nies, each conducting insurance operations in a spe-
cific geographical region and responsible for virtual-
ly all customer contacts in all areas of the Alliance’s
operations.

Lansforsakringar AB

The Parent Company of a financial Group owned
primarily by the 24 regional insurance companies
and 10 local insurance companies. The Group pro-
vides services to the regional insurance companies in
the following areas: non-life insurance, life assur-
ance, banking, mutual funds, asset management and
animal insurance. The Group is also responsible for
the Alliance’s development operations.

LANSFORSAKRINGAR ALLIANCE

Lansforsakringar Sak
Conducts non-life insurance operations on behalf of
the Lansforsakringar AB Group.

Lansforsakringar Liv

Conducts traditional life assurance operations and,
via the Lansforsakringar Fondliv Forsékrings AB
subsidiary, unit-linked life assurance. Operations
are conducted in accordance with mutual
principles, and hence all profits accrue to
customers.

Lansforsakringar Fonder
Conducts mutual fund management operations.

Lansforsakringar Bank
Conducts banking operations targeting private indi-
viduals and the agricultural sector.

Lansforsakringar Maklarservice

The company, owned jointly by the regional insur-
ance companies and Lansforsdkringar AB, offers
brokers a uniform conduct of operations and a rein-
forced service through regional broker desks.

Agria Djurforsakring

Insures animals and crops.

EurAPCo

European insurance alliance in which Lans-
forsakringar is one of seven partners. The EurAPCo
partnership is designed to create opportunities for an
exchange of experience at the international level.
The various partner companies operate completely
independently and are leading players in their na-
tional markets.



Ordering annual reports
Additional copies of this annual report can be ordered from
Communications Unit, Lansférsékringar AB Tel. +46 8-588 415 38, Fax +46 8-588 433 65
www.lansforsakringar.se
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