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Press release

Handelsbanken's interim report January – September 2000

Summary

· Profits were SEK 8.9 billion, an increase of 41 %

· Return on shareholders' equity was 22.6 %. For the full year 1999, return on equity was 18.4 %

· Income increased by 24 %

· Net interest income in branch office operations rose by 13 %

· Net commission income rose by 52 %

· Expenses were unchanged for comparable units and excluding provision for performance-related remuneration 

· Internet use for the Bank’s corporate customers was around 40 %

· Once again Handelsbanken was top in Svenskt Kvalitetsindex's official survey which measures the quality of service to corporate customers

· The process has begun of converting Handelsbanken's mutual life insurance company into a profit-distributing company 

· Stadshypotek presented e-bid – a new Internet-based service for the property market

Profits rose by 41 %

Profits were SEK 8 873m (6 295), which was an increase of 41 %. Return on shareholders' equity was 22.6 % (16.9). The corresponding figure for the whole of 1999 was 18.4 %. 

The C/I ratio (costs in relation to income) fell to 44 % (50). The C/I ratio after loan losses decreased to 43 % (50). Earnings per share rose to SEK 9.63 (6.31) and as a 12-month moving total were SEK 12.63 (7.88).

During the second quarter, there was a positive impact of SEK 343m on operating profits when the Bank sold its shares in Svensk Exportkredit AB. Excluding this effect the result went up by 36 % to SEK 8 530m.

Income and expenses

Net interest income rose by 9 % to SEK 8 781m (8 067). Net interest income in branch office operations increased by 13 % to SEK 7 867m (6 988). The increase was mainly due to higher volumes while margins remained more or less unchanged. Net interest income includes the fee of SEK 246m (231) to the Swedish government for the deposit protection guarantee. 

Net commission income rose to SEK 4 167m (2 744), an increase of 52 %. Securities-based commission still dominates. The rate of increase fell back somewhat during the third quarter as a result of decreased activity on the Stockholm Stock Exchange. 

Net trading income continued to rise and was SEK 1 968m (1 245), an increase of 58 %.

Trading income comprises trading-related dividends and net interest income as well as the net result on financial operations. The Bank's proprietary trading is a very small part of net trading income.

Expenses for comparable parts of the Group, excluding provision for performance-related staff costs, were practically unchanged at SEK 6 186m (6 147). Total expenses, including Bergensbanken's costs and provision for performance-related staff costs increased by 8 % and were SEK 6 796m (6 304). 

The number of employees continued to decrease. Excluding Bergensbanken, the average number of employees in the Group dropped by 201. In the Swedish branch office operations, the decrease was 225 or 5 %.

Continued recoveries 

Loan losses continued to be very low. For the sixth quarter in a row, recoveries exceeded loan losses for the period. Recoveries, including changes in value of repossessed property, exceeded loan losses by SEK 109m (74). The proportion of bad debts fell to 

0.24 % (0.30). The volume of collateral taken over, decreased to SEK 141m (278).

Capital ratio, buyback of shares and rating

The Group's capital ratio was 9.5 %. The Tier 1 capital ratio was 6.4 %.

This interim report has not been audited by the bank’s auditors and for this reason -  in accordance with Finansinspektionen (the Swedish Financial Supervisory Authority) regulations - profits for the third quarter are not included in the capital ratio figures. 

If they had been included, the Group's capital ratio would have been 9.8 % (9.6) and the 

Tier 1 ratio 6.6 % (6.6). 

The Bank repurchased a total of 12 652 200 shares, of which 10 987 800 were Class B shares, for a total amount of SEK 1 557m. The average price per share was SEK 123.09.

Handelsbanken continues to have the highest rating of the Nordic banks. In Europe, only two listed universal banks have received a higher rating from Moody´s.

Handelsbanken in top position in the Svenskt Kvalitetsindex survey

Handelsbanken’s corporate objective for the past three decades has been to have higher return on shareholders’ equity than comparable banks. This is to be achieved by Handelsbanken providing its customers with better service than other banks and at lower cost for the Bank.

For this reason, the Bank actively monitors various measures of the service level in the banking sector. Every year in its Satisfied Customer Index, Svenskt Kvalitetsindex measures the quality of the service delivered by Swedish banks to both private and corporate customers. The corporate sector survey was recently completed. Handelsbanken still had the largest number of satisfied customers of the major banks. This has been the case every year except one since the satisfied customer surveys started in 1989. 

Handelsbanken Liv to be demutualised 

Handelsbanken Liv's operations include a life insurance company, Handelsbanken Liv Försäkrings AB,Handelsbanken Liv Försäkrings AB, which is run according to mutual principles. Starting this week, information is being sent to the company's customers to inform them of the benefits of demutualising the company. In a mutual company, the customers must maintain a collective surplus. 

In connection with demutualisation, the existing surplus is distributed to the customers and Handelsbanken instead injects fresh capital. Running a company with the intention of making a profit is more efficient and advantageous for customers and society as a whole. 

There is therefore good reason to say that demutualisation is beneficial for all parties involved. It is principally the customer who by voting decides whether the company should be converted. The matter must then be submitted to Finansinspektionen for a final decision.

40 % of the Bank's corporate customers have signed up for Internet banking 
Many corporate customers continued to sign up for the Bank's Internet services for companies. In total around 40 % of corporate customers have signed up. The service is popular because of its flexibility and functionality. Internet is one of the main reasons for the substantial growth in productivity at the Bank. This is true both for Internet for companies and Internet for private customers. 

Large numbers of customers continued to sign up for Internet services for private customers: around 10 000 per month. According to a survey carried out in the spring by an American investment bank, Handelsbanken had the greatest number of private customers linked up to Internet banking services among the Nordic banks. A Sifo survey showed that Handelsbanken's Internet private customers also use the service more regularly than the customers of other major Swedish banks.
Stadshypotek launches e-bid 

During the autumn, Stadshypotek is launching a new Internet-based service, called e-bid. 

E-bid simplifies and clarifies the bidding process in connection with buying and selling houses, summer cottages and apartments. The transparency of the bidding process increases and it saves time for estate agents. E-bid is a neutral marketplace based on collaboration with estate agents and where all estate agents can participate. It gives the Bank's branches the opportunity to become involved in the main property deals at an early stage, something which benefits buyers and sellers as well as estate agents. 

Handelsbanken Finans acquired Spartacus A/S 

After the end of the nine-month period, Handelsbanken Finans, which is already the only Nordic finance company with a complete range of products, acquired Spartacus A/S, a Danish retail sales finance company. In Sweden, Handelsbanken Finans is the market leader in retail financial services. The acquisition of Spartacus A/S in Denmark gives Handelsbanken Finans a strong foothold on the Danish market. 

Stockholm, 24 October 2000
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President and Group Chief Executive

For further information please contact:

Arne Mårtensson, Group Chief Executive 


tel: +46 8 22 92 20











e-mail  arma01@handelsbanken.se

Sven Grevelius, Head of Accounting and Control   

tel: +46 8 22 92 20











e-mail  svgr01@handelsbanken.se

Lars Lindmark, Head of Corporate Communications

tel: +46 8 701 10 36











e-mail  lali12@handelsbanken.se

Bengt Ragnå, Head of Investor Relations



tel: +46 8 701 12 16











e-mail  bera02@handelsbanken.se

This interim report has not been examined by the company's auditors. 

Highlights of the annual report for 2000 will be published on 20 February 2001.

Handelsbanken's interim reports and other publications are also available on the Internet (www.handelsbanken.se).

Profit and loss account – Svenska Handelsbanken Group

The profit and loss account on page 22 is prepared in accordance with Finansinspektionen’s directives. In order to illustrate the development of operations more clearly, the profit and loss account is shown below with the various income categories excluding that which is generated in the trading operation. The “Net result on financial operations” (equity, interest rate and currency-related) and trading-related income from other income categories are reported under “Trading, net”. Provision for performance-related staff costs are reported separately. 



   January – September
Change
Full year

SEK m




2000
1999
%
1999





















Net interest income
8 781
8 067
9
10 690

Commission, net           Note 1a
4 167
2 744
52
3 978

Trading, net
1 968
1 245
58
1 855

Other income
644
469
37
533

Total income
15 560
12 525
24
17 056

Staff costs excl provision for performance-related costs
3 566
3 424
4
4 596

Other expenses

2 771
2 723
2
3 780

Total expenses excl provision for 

   Performance-related staff costs
6 337
6 147
3
8 376

Provision for performance-related staff costs 

459
157
192
292

Total expenses
6 796
6 304
8
8 668

Profit before loan losses
8 764
6 221
41
8 388

Net recoveries incl change in value of repossessed property
109
74
47
219

Operating profit
8 873
6 295
41
8 607

Pension settlement
493
-66

603

Taxes
-2 524
-1 698
49
-2 525

Minority interests
-17
-15
13
-22

Net profit for the period
6 825
4 516
51
6 663

Note 1a, see page 22

Business areas

Profit and loss account by business area - Group 


































Branch
Markets
Investm.
Asset
Finans
Liv
S-hyp
Treasury
Other
Jan – Sept

SEK m


offices

Banking
Management


Bank
Management

2000
1999
















Net interest income


7 867
68
-111
131
362
8
48
196
-196
8 373
8 800

Commission, net


2 220
163
757
658
171
129
45
-7
31
4 167
2 744

Net result on financial














  operations

305
1 182
619
27
17
4
0
-32
170
2 292
443
443

Other income


32
5
81
8
9
3
2
8
580
728
538

Total income


10 424
1 418
1 346
824
559
144
95
165
585
15 560
12 525































Net internal remuneration














 included in income


806


























Net internal remuneration 














 deducted from income



29
59
464
16
226
12
-


































Total expenses


4 016
800
775
307
297
57
83
19
442
6 796
6 304
















Profit before 














 loan losses


6 408
618
571
517
262
87
12
146
143
8 764
6 221
















Loan losses incl.














 change in value of repossessed property 


-76
-38


5

0


-109
-74
















Operating profit


6 484
656
571
517
257
87
12
146
143
8 873
6 295
















Return on equity, %


22.6
17.1
84.3
40.3
24.5
26.4
17.5
11.5

22.6
16.9

The net amount of received/paid remunerations between the business areas is included in/deducted from the income categories for the business areas. The net amount of received/paid remuneration is shown above. The internal remuneration is credited to the business area which is responsible for the customer and reduces the income of the unit paying the remuneration. The remuneration is intended to cover expenses and also to distribute the profit arising on market terms. 

Expenses also include the distribution of costs made internally within the Group for services rendered by business support operations. 

Return on shareholders' equity for the business areas is computed after standard tax while for the whole Group it is reported after appropriations and full tax. The shareholders' equity, on which calculation of return on equity is based, is mainly distributed in accordance with the requirements of the Act on Capital Adequacy. 

"Other" includes capital gains, dividends, amortisation of goodwill and Group adjustments, which are not attributable to an individual business area.

Handelsbanken Liv Fondförsäkrings AB and commission income from the mutual company are included under the business area "Handelsbanken Liv".

Branch office operations
Handelsbanken is a Nordic universal bank with a strongly decentralised organisation. The branches are responsible for all 

customers within their geographic area – including the largest companies. The branch office co-ordinates all services for each and every customer. Where necessary, this is done in close co-operation with the Bank's subsidiaries and with specialists at regional and central level.

Handelsbanken conducts complete universal banking operations in the whole of the Nordic area. The branch office operation consists of ten regional banks - seven in Sweden and one each in Norway, Finland and Denmark. 

At the end of the period, Handelsbanken had 461 branches in Sweden, 23 in Norway, 18 in Finland and 7 in Denmark.  

Operations in Sweden and the other Nordic countries are run using the same concept – to deliver universal banking services with a higher service level and at lower cost than competitors do. It is on this base that the Bank will be able to grow in the whole of the Nordic area. Handelsbanken is the largest bank in Sweden, the fourth largest commercial bank in Finland, fifth in Norway and ninth in Denmark.

Profit and loss account






   January-September
Change
Full year

SEK m




       2000

1999

 %

1999














Net interest income




7 867

6 988

13

9 353

Commission, net




2 220

1 475

51

2 168

Net result on financial operations




305

233

31

339

Other income




32

12

167

44

Total income




10 424

8 708

20

11 904



























Net internal remuneration included in 

  income 




806

592



843



























Total expenses




4 016

3 882

3

5 281














Profit before loan losses


6 408

4 826

33

6 623














Loan losses incl.









  change in value of repossessed property 
-76

16



-126














Operating profit




6 484

4 810

35

6 749














Return on equity, %




22.6

19.8



20.7

Average number of employees

5 208

5 188





The profits of branch office operations increased by 35 % to SEK 6 484m (4 810). 

The branch office operation represented 73 % of the bank’s total surplus. Net interest income rose by 13 % to SEK 7 867m (6 988). In all essentials, the increase in net interest income was attributable to higher volumes, while margins remained more or less unchanged. 

The bank increased its share of deposits made by households.

Handelsbanken was the only major bank to increase its proportion of the net inflow to mutual funds. Good increases were reported for all types of commission income. The rate of growth of securities-based commissions slowed slightly in the past quarter as a result of somewhat lower activity on the Stockholm Stock Exchange. The level of growth was however still considerably higher than in the corresponding period last year.

There was a slight fall in the costs for comparable parts of the operation. This was due mainly to a continued reduction in the average number of employees in the Swedish branch office operations, down by 225. In the entire branch office operations, including Bergensbanken which was acquired in November 1999, the average number of employees increased by 20.

The official survey Svenskt Kvalitetsindex, which every year measures customer satisfaction for the Swedish banks’ private and corporate services, recently reported the result for corporate services. Handelsbanken was still in top position. Handelsbanken considers surveys of this kind to be very important. The Bank’s corporate objective for the past three decades has been to have higher return on shareholders’ equity than comparable banks. This is to be achieved by providing customers with better service than other banks and at lower cost for the Bank. Therefore surveys of this kind are important for maintaining the internal focus on this policy.

The bank has 509 (502) branches in the Nordic countries. Two new branches were opened in Finland, Jyväskylä and Östra Centrum, Helsinki. 

During the period, the financial situation of telecom operators and the banks’ credit exposure to these operators came into focus. Handelsbanken's total loans to this sector amounted to approximately SEK 10.6bn, which corresponds to 1.6 % of total lending. The three largest customers represented just over SEK 9bn of this exposure.

During the autumn, Stadshypotek is launching a new Internet-based service, called e-bid. 

E-bid is a marketplace, established on neutral ground, whose objective is to make the bidding process more effective in connection with the purchase and sale of houses, summer cottages and apartments. E-bid is based on close cooperation with real estate agents. All real estate agents are welcome to participate. The main advantage for Handelsbanken is that e-bid brings the bank into contact with both buyers and sellers of property at an early stage. Stadshypotek is the largest player on the Swedish mortgage market and thereby well positioned to launch an e-bid concept.

Handelsbanken’s Internet services continued to attract new customers. The influx of private customers was about 10 000 a month. {0>36 % via Internet, 27 % av antalet betalningar och 18 % av antalet fondtransaktioner.<}0{>36 % of all equity transactions were carried out via the Internet, 27 % of all payments and 18 % of mutual fund transactions.<0} {0>Anslutningen till Internet bland företagskunder var cirka 40 %.<}0{>About 40 % of the Bank’s corporate customers were linked to the Internet services.0} 

Handelsbanken Markets

Handelsbanken Markets is responsible for trading in the money and foreign exchange markets, debt capital financing, correspondent banking and trade finance. It also includes the Bank's unit for economic research and banking operations outside the Nordic countries. Operations are conducted in eighteen countries and are organised in three main areas:  Banking operations outside the Nordic countries, Trading, and Financial Institutions and Trade Finance. Operations are focused on the Bank's Nordic customer base, Nordic companies with operations abroad and non-Nordic companies with operations in the Nordic countries. From an organisational point of view, Handelsbanken Investment Banking is also part of Handelsbanken Markets but Investment Banking is reported as a separate business area in the interim and annual reports. The comparative figures have been adjusted to take this into account.

Profit and loss account






   January-September
Change
Full year

SEK m




 2000

1999

 %

1999














Net interest income




68

1 120

-94

1 304

Commission, net




163

105

55

148

Net result on financial operations




1 182

106

1 015

336

Other income




5

4

25

6

Total income




1 418

1 335

6

1 794



























Net internal remuneration deducted from 

  income 




29

33



45



























Total expenses




800

962

-17

1 268














Profit before loan losses


618

373

66

526














Loan losses incl.








  change in value of repossessed property 
-38

-81

-53

-82














Operating profit




656

454

44

608














Return on equity, %




17.1

11.6



11.7

Average number of employees

706

833


















The result increased by 44 % to SEK 656m (454). Income increased by 6 % to SEK 1 418m

(1 335). Expenses decreased by 17 % to SEK 800m (962). The decrease was mainly attributable to the trading operation.

Banking operations outside the Nordic countries

The result of banking operations outside the Nordic countries improved thanks to considerably higher net commission income and lower expenses.

Retail banking operations in the UK, which were started in April, have continued to perform well. The customers are offered a basic range of banking services including telephone banking and bank cards. Bank services over the Internet will be introduced during the year. 

As part of the bank’s retail banking strategy in the UK, a new branch was opened in Nottingham at the beginning of October.

Work on the establishment of a subsidiary bank in Warsaw is continuing according to plan. The goal is to start banking operations at the beginning of 2001.

Trading

The Trading business area performed very well in the period. The result was considerably better than for the corresponding period in 1999. The reorganisation of the business area over the past few years, which is now beginning to feed through to results, made a strong contribution to the improvement. Expenses for trading fell by 25 % while income rose by 5 %.
Trading in foreign exchange and money market instruments developed well. The bank’s customer trading in emerging markets was much appreciated. During the period, Risk Magazine hailed Handelsbanken as one of the best banks in FRA products on the Polish market.

The result for trading in bonds and interest rate derivative instruments was higher than for the corresponding period in 1999, but is still not satisfactory. In the third quarter, Trading managed Handelsbanken’s issue of eurobonds with great success (EUR 300m). 

More than 90 % of the issue was placed with investors outside the Nordic countries.

Operations at trading units outside Sweden continued to develop well. Customer sales and institutional volumes rose significantly in both the USA and Asia for all types of products.

Financial Institutions and Trade Finance 

The business area reported unchanged costs and higher income, and has consequently continued to improve its profits.

Financial institutions is responsible for business with foreign banks and foreign states. 

The operation reported slightly lower income than the previous year when turbulence in connection with the introduction of the euro led to extraordinary income from clearing transactions.

Trade Finance is responsible for documentary payments, short and long-term trade finance and for project finance. During the period, Handelsbanken participated in financing for two telecoms operators, one Philippine and one French, both of which purchased Nordic telecoms equipment. This business area reported an improved result due to higher commission income and lower costs. Export documentary credit volumes performed very well.

Handelsbanken Investment Banking

Handelsbanken Investment Banking is responsible for corporate finance, trading in equities and equity-related products, and also equity research. Investment Banking also acts as support to the branch office operations in the field of equities trading and research, particularly aimed at private customers. Operations are conducted in seven countries. From an organisational point of view, Handelsbanken Investment Banking is part of Handelsbanken Markets.

Profit and loss account






   January-September
Change
Full year

SEK m




 2000

1999

 %

1999














Net interest income




-111

-13

754

-9

Commission, net




757

428

77

730

Net result on financial operations




619

161

284

250

Other income




81

66

23

66

Total income




1 346

642

110

1 037



























Net internal remuneration deducted from

  Income




59

29



52



























Total expenses




775

447

73

700














Profit before loan losses


571

195

193

337














Loan losses incl.








  Change in value of repossessed property 





















Operating profit




571

195

193

337














Return on equity, %




84.3

35.7



46.2

Average number of employees

412

361


















The operating profit of Handelsbanken Investment Banking rose by 193 % to SEK 571m.

Income increased by 110 % to SEK 1 346m (642), while expenses rose by 73 % to SEK 775m (447). Excluding provision for performance-related remuneration, expenses increased by

24 %. Return on shareholders' equity was 84.3 %. Equities trading and Corporate Finance both reported considerably improved results. The profit for the third quarter increased by 

95 % compared with the same quarter for the previous year. Operations outside Sweden contributed to the improvement in profits. 

General market conditions were not as favourable as in the earlier part of the year. Stockmarkets trended downwards in the markets where Investment Banking operates. 

As a result, activity at Corporate Finance was less intense than in the previous quarter.

Equities trading

In order to offer customers even better equity research products, the equity trading and equity research operations were combined into one unit. The objective was to improve the coordination of analyst and dealer activities and for research to have a greater impact at institutions and branches.

Handelsbanken had a market share of 8.6 % on the Stockholm Stock Exchange, making it the third largest player. 

For many years, it has been the ambition of Investment Banking to achieve a leading position in the field of structured equity products. These include products such as index-linked bonds, warrants, derivatives, equity swaps, equity buy-backs and equity loans. In September, the bank had a market share of approximately 33 % of traded warrants, about 66 % of traded index-linked bonds and around 70 % of ongoing buy-back programmes.

In order to apply these skills to other Nordic markets, Investment Banking decided to start issuing and trading in several structured equity products in Norway. In September, this resulted in a significant increase in the operation’s market share of trading on the Oslo Stock Exchange. As systems and control functions are gradually set up, operations will be extended to new areas and other Nordic countries. 

Corporate Finance

Activities at Corporate Finance normally follow a seasonal pattern, with a relatively weak third quarter. This was again the case this year, although the result was satisfactory. 

Efforts to build up skills in specific industrial sectors and product areas led to an improved competitive position and more stable earnings at Corporate Finance. These products and product areas included equity baskets, equity buy-backs and incentive programmes. 

The newly established collaboration with several reputable international players in the corporate finance area went according to plan.

Handelsbanken Asset Management

Handelsbanken Asset Management comprises Fund Management, Discretionary Management and Institutional Custody Services. Operations are conducted in the four Nordic countries and in Luxembourg and the UK.

Profit and loss account






   January-September
Change
Full year

SEK m




2000

1999

 %

1999














Net interest income




131

61

115

91

Commission, net




658

432

52

601

Net result on financial operations




27

44

-39

47

Other income




8

2

300

6

Total income




824

539

53

745



























Net internal remuneration deducted from 

  income 




464

370



518



























Total expenses




307

231

33

339














Profit before loan losses


517

308

68

406














Loan losses incl.









   change in value of repossessed property 






 














Operating profit




517

308

68

406














Return on equity, %




40.3

27.3



26.8

Average number of employees

323

265


















Higher volumes of managed assets and increased transaction intensity led to a rise in income of 53 % during the period. Expenses rose by 33 % mainly due to higher staff costs. 

As at 30 September, managed assets were SEK 159bn (116). The increase in volume was somewhat lower during the latter part of the period as a consequence of lower market values.

Mutual fund management

The fund management company managed 65 mutual funds at the end of the quarter. 

The assets managed rose from SEK 88bn at 31 December 1999 to SEK 94bn, an increase of 6.8 %. Handelsbanken's proportion of total net new savings in the Swedish mutual fund market was 14.1 % (13.5). The number of unit-holders increased by 85 000 during the period.

In September, seven new mutual funds connected to the premium pension system were launched, including five new generation funds. At the end of the quarter, the Norden Aggressiv fund was launched. Two new equity funds, Lux IT and Nordic Small Cap Growth, were started in Luxembourg.

On the stockmarkets, prices fluctuated irregularly. The Stockholm Stock Exchange experienced five upturn phases and five downturn phases, each one of more than ten percent. In line with this, the results of management operations were irregular, and there was a wide difference between the best and the worst performing funds. Among the winners were the Norden (Nordic) and Småbolag (Small Cap) mutual funds.

Handelsbanken was hailed as the year’s best manager for Nordic equities by Sparöversikt magazine.

Discretionary management

The volume of assets managed at discretionary management was SEK 54.7bn (39) at the end of the period. For the first nine months of the year, there was a net increase in volume of 

SEK 6.5bn. Handelsbanken retained all its existing customers and attracted 46 new ones, mainly institutions, municipalities, companies and foundations. 

During the year, the unit has strengthened its positions in several product areas. Index-linked management for institutions grew substantially, and the Bank was one of the largest players in the market for Swedish equities.

Operations outside the Nordic countries

Outside the Nordic countries, Asset Management has units in London and Luxembourg.

The units in Marbella, Côte d'Azur, Zürich and Brussels are representative offices whose main task is to support asset management in Luxembourg. Operations continued to expand at a rapid pace and profits increased substantially. Both the number of customers and the managed volume went up. The volume has risen by 17 % since the beginning of the year.

Custody services

For the ninth consecutive year, Handelsbanken’s institutional custodian service in Sweden received the highest grade, ”Top Rated”, from the most influential magazine in the market, Global Custodian. The magazine conducts an annual survey among institutional custody customers to gauge their opinion of custodian banks around the world. The Bank’s institutional custodian service in Finland was included in the survey for the first time and received the second highest grade. A bank that participates in the survey for the first time cannot be awarded a higher grade, unfortunately. The Bank’s unit in Finland would have received the highest grade otherwise, since it achieved the second highest score of all the custodian banks included in the survey. The units in Denmark and Norway were referred to in very positive terms.

The branch-office based custody services in Sweden continued to attract new customers. 

There were 152 000 custody accounts at the end of the period, implying an increase of almost 70 %. Almost 85 % of new custody accounts were linked to the Internet. With these accounts,  customers have access to custody and market information and regular information about IPOs and investment opportunities.

 SEK 

Handelsbanken Finans

Handelsbanken Finans is the only bank-owned finance company in the Nordic area with a complete range of local finance company services in the four Nordic countries: leasing, conditional sales, financing in collaboration with vendors of investment assets, car financing and administration services, factoring and collection services, consumer credits and selective cards for retailer partners.

Profit and loss account






   January- September
Change
Full year

SEK m




2000

1999

 %

1999














Net interest income




362

366

-1

481

Commission, net




171

153

12

203

Net result on financial operations




17

0



0

Other income




9

24

-63

29

Total income




559

543

3

713



























Net internal remuneration deducted from 

  income 




16

30



41



























Total expenses




297

308

-4

419














Profit before loan losses


262

235

11

294














Loan losses incl.









  change in value of repossessed property 
5

-9



-11














Operating profit




257

244

5

305














Return on equity, %




24.5

23.4



22.0

Average number of employees

422

420


















Operating profit was SEK 257m (244). Most business areas reported higher profits.

The amount reported under “Net result on financial operations” refers to the positive impact of SEK 17m on the result from the winding up of a foreign subsidiary. 

Since the end of the year, the branch offices have made all credit decisions regarding leasing and conditional sales, and the volumes have been booked to the respective branches. 

This development of Handelsbanken’s working model has been most successful. 

The average credit volume increased by 13 % and the new credit volume by 23 %.

In the Retail Financial Services area, an improved product for car dealers was introduced, featuring various types of financing for the end customer. Average credit volumes in this area rose by 22 %. Retail financial services has continued to report successes in Sweden and many new agreements were concluded, for example with an important telecom operator. 

The number of Köpkort cards increased and by the end of the third quarter, 53 000 cards were in circulation.

In the Factoring and Collection Services area, customers were provided with the opportunity of sending invoice information by file transfer over the Internet. 

The retail finance services unit in Finland entered into two new and important collaboration agreements. One of them is with the largest kitchen manufacturer in Finland, the other with one of the largest furniture retailers in the Finnish market. 
After the end of the period, it was agreed that Handelsbanken Finans would acquire the Danish finance company Spartacus A/S and its subsidiary Spartacus Finans A/S. 

The company conducts consumer finance services via retailers and leasing finance services for companies. It has a market share of 20 % of caravan financing in Denmark and a credit volume of over 450 million Danish kroner.

Through this acquisition, Handelsbanken Finans will become an all-round Nordic finance company also in the area of retail financial services. With a good local presence in Denmark, Handelsbanken Finans will be able to offer customers with operations in several Nordic countries a joint Nordic solution.

Handelsbanken Liv

A complete range of life insurance products is marketed under the name Handelsbanken Liv via Handelsbanken’s branch office network. These products include occupational and private pensions, asset protection schemes and employee pension insurance for companies, private customers and organisations.

Handelsbanken Liv also offers a small range of life insurance products in the other Nordic countries. 

For legal reasons, the traditional life insurance operations in Handelsbanken Liv Försäkrings AB are run on mutual principles where the whole surplus on operations goes back to policy-holders in the form of bonuses and collective risk capital.

Profit and loss account






   January-September
Change
Full year

SEK m




2000

1999

 %

1999














Net interest income




8

5

60

7

Commission, net




129

68

90

100

Net result on financial operations




4

4

0

27

Other income




3

2

50

2

Total income




144

79

82

136



























Net internal remuneration deducted from 

  income 




226

120



173



























Total expenses




57

57

0

73














Profit before loan losses


87

22

295

63














Loan losses incl.









 change in value of repossessed property 





















Operating profit




87

22

295

63














Return on equity, %




26.4

7.4



15.6

Average number of employees

11

21


















Handelsbanken Liv Fondförsäkrings AB (unit-linked) and commission income from the mutual company are included under the business area "Handelsbanken Liv". 

The result for the profit-distributing operation Handelsbanken Liv Fondförsäkrings AB increased by SEK 65m to SEK 87m (22). Return on shareholders' equity went up to 26.4 % (7.4). Income continued to rise as a result of good performance for sales and was SEK 144m (79), an increase of 82 %. Expenses were unchanged.

Total premium income for Handelsbanken Liv was SEK 7 164m (4 798), an increase of almost 50 %. The rate of increase fell back slightly during the third quarter. At the end of the period, assets managed on behalf of policy-holders were SEK 39bn (27).

Premium income for unit-linked insurance rose by 72 % to SEK 5 572m (3 237). Premium income for Handelsbanken's Private Insurance and Handelsbanken's Occupational Pensions Scheme almost doubled. However, the major part of sales is represented by asset protection schemes, which continued to increase. As at 30 September, the assets managed in unit-linked insurance were SEK 17.8bn (9.8).

Premium income for traditional insurance was SEK 1 592m (1 561). The result fell due to lower return on capital. The bonus (before operating costs and tax) has been 15 % since

1 May.

The preparations for the demutualisation of Handelsbanken Liv Försäkrings AB continued according to plan. In September, a press conference was held where the offer to customers was presented. Reaction was positive from both the press and customers. Information is being sent to some 270 000 customers who are entitled to vote. Apart from providing information about demutualisation, the customers are also asked to vote about the future conversion. 

The voting process will be completed on 15 December. If a majority of those who are entitled to vote are in favour of demutualisation, the matter will be submitted to Finansinspektionen for a final decision. Finansinspektionen is expected to have made its decision in March 2001. 

More information about the demutualisation (in Swedish only) is available at 

www.handelsbankenliv.nu. 

Handelsbanken Liv Försäkrings AB





Profit and loss account




January-September

Full year

SEK m
2000
1999

1999







Premium income
1 592
1 561

2 203

Investment income
945
681

3 496

Insurance claims
-807
-753

-1 174

Changes in life insurance provisions
-910
-920

-1 721

Bonus
-107
-88

-96

Operating expenses
-157
-155

-224







Balance on technical account – life insurance business
556
326

2 484

Handelsbanken Liv Försäkrings AB is a mutual life insurance company and is not consolidated.

Stadshypotek Bank

Stadshypotek Bank is one of the leading Internet and telebanks in Sweden, with some SEK 16bn in customer funds. 

It is active under its own brand name and provides its own range of services. Stadshypotek Bank offers a limited range of bank and insurance services to customers who do not require the full range of services and individually adapted services offered by the branch offices.

Profit and loss account






   January-September
Change
Full year

SEK m




2000

1999

 %

1999














Net interest income




48

37

30

53

Commission, net




45

56

-20

74

Net result on financial operations




0

0



0

Other income




2

2

0

2

Total income




95

95

0

129



























Net internal remuneration deducted from 

  income 




12

10



14



























Total expenses




83

85

-2

114














Profit before loan losses


12

10

20

15














Loan losses incl.









   change in value of repossessed property 
0

0

0

0














Operating profit




12

10

20

15














Return on equity, %




17.5

16.8



18.1

Average number of employees

104

125


















Operating profit was SEK 12m (10). Income from retail bonds fell, but was compensated by increased income from FondSpar (mutual funds savings), AktieSpar (share savings scheme), VISA payment cards and increased net interest income.

Business trends

The Bank’s Internet service continued to go from strength to strength. Over 14 000 customers can now do their banking business with Stadshypotek Bank via the Internet, an increase of more than 200 %. The customers who are linked to the service are active users. Over 50 % of all private payments made by Stadshypotek Bank's customers are done via the Internet.

During the period, Stadshypotek Bank introduced a new card concept in collaboration with AIK Fotboll, Helsingborgs IF and Örgryte IS, (all sports clubs). The various cards are available to members, supporters and other private individuals. The card has a VISA link which means that cardholders have access to around 18 million retail outlets worldwide. 

As a result of the collaboration with the clubs, members can pay for their season tickets and other club offers using the cards. The special benefits and attractive profile distinguish them from other payment cards.
Handelsbanken Central Treasury

Central Treasury manages the Group’s liquidity in Swedish kronor, the "internal" bank, funding in the capital market, and funding and clearing at the Riksbank. The Central Treasury also measures and controls financial risks within the Group. The activity that has a direct and tangible effect on the profit and loss account is cash management in Swedish kronor. 

Profit and loss account






   January-September
Change
Full year

SEK m




2000

1999

 %

1999














Net interest income




196

395

-50

456

Commission, net




-7

-3

133

-4

Net result on financial operations




-32

-82

-61

-100

Other income




8

5

60

13

Total income




165

315

-48

365



























Net internal remuneration deducted from 

  income 




-

-



-



























Total expenses




19

18

6

25














Profit before loan losses


146

297

-51

340














Loan losses incl.









  change in value of repossessed property 





















Operating profit




146

297

-51

340














Return on equity, %




11.5

15.7



14.2

Average number of employees

39

39


















The Handelsbanken Group was second largest borrower in the Swedish bond market and the largest of the mortgage institutions. The Group had the lowest funding costs of the Swedish non-government borrowers. Successful funding impacts on the result of the unit within the Handelsbanken Group which utilises the funding – and not on the result of Central Treasury.

The department's results derive from managing the Group's liquidity. The result was SEK 146m (297). The decrease is due to the fact that during the first half of 1999, some of the liquidity was still invested at high interest rates and therefore generated a large amount of net interest income. These investments matured throughout 1999 and the liquidity was then 

re-invested at the prevailing lower interest rates. 

Financial ratios for Svenska Handelsbanken Group




                January – September

Full year




2000
1999

1999









Return on shareholders' equity


22.6 %
16.9 %

18.4 %

Return on shareholders' equity, operating profit after standard tax*

20.2 %
16.8 %

17.0 %











Cost/Income (C/I ratio)









before loan losses


43.7 %
50.3 %

50.8 %

after loan losses


43.0 %
49.7 %

49.5 %

before loan losses *


44.7 %
50.3 %

50.8 %

after loan losses *


43.9 %
49.7 %

49.5 %









Earnings per ordinary share, SEK **







-      January – September




9.63
6.31



-     12 mth moving total




12.63
7.88

9.31

Number of shares, end of period


714 746 940
714 746 940

714 746 940

-     of which repurchased




12 652 200
0

0

Adjusted equity per share, SEK




59.25
51.01

53.97











Tier 1 capital




33 221
30 334

31 177

Risk-weighted volume




521 291
458 454

482 266

Capital ratio  ***




9.8 %
9.6 %

9.4 %

Tier 1 ratio  ***




6.6 %
6.6 %

6.5 %





















Average number of employees




8 558
8 567

8 520

No of branches in Nordic countries, end of period

509
502

508









*     Excluding items affecting comparability

**   Adjusted for split

***  Including profit for the period 
Quarterly performance of Svenska Handelsbanken Group 








SEK m



2000:3
2000:2
2000:1
1999:4
1999:3











Net interest income

2 893
2 984
2 904
2 623
2 553

2 817

Commission, net

1 320
1 349
1 498
1 234
934

942

Trading, net



671
621
676
610
255

Other income

63
508
73
64
109

174

Total income

4 947
5 462
5 151
4 531
3 851

4 321

Staff costs

1 332
1 358
1 335
1 307
1 166

1 200

Other administrative expenses



706
735
725
855
664

Depreciation and write-downs

198
189
218
202
181

187

Total expenses

2 236
2 282
2 278
2 364
2 011

2 138

Profit before loan losses



2 711
3 180
2 873
2 167
1 840

Loan losses incl.









change in value of repossessed property 

-64
-13
-32
-145
-62

-37

Operating profit

2 775
3 193
2 905
2 312
1 902

2 220

Pension settlement

160
161
172
669
-26

-40

Taxes

-776
-892
-856
-827
-530

-583

Minority interests



-6
-5
-6
-7
-4

Net profit for the period

2 153
2 457
2 215
2 147
1 342

1 592

Profit and loss account – Svenska Handelsbanken Group

In accordance with Finansinspektionen's regulations






    January-September
Change
Full year

SEK m


2000
1999
%
1999









Interest income


48 481
45 160
7
58 048

Interest expense


-40 108
-36 360
10
-46 540

Net interest income


8 373
8 800
-5
11 508

Dividends received


501
245
104
245

Commission income


4 744
3 260
46
4 693

Commission expense


-577
-516
12
-715

Commission, net
Note 1a, 1b
4 167
2 744
52
3 978

Net result on financial









operations
Note 2

2 292
443
417
969

Other operating income


227
293
-23
356

Total income


15 560
12 525
24
17 056

General administrative expenses







     - Staff costs


4 025
3 581
12
4 888

     - Other
Note 3

2 166
2 175
0
3 030

Depreciation and write-down in value of tangible and intangible fixed assets


605
548
10
750

Total expenses


6 796
6 304
8
8 668

Profit before loan losses




8 764
6 221
41
8 388

Net loan losses
Note 4

-108
-78
38
-203

Change in value of repossessed property 




-1
4

-16

Operating profit


8 873
6 295
41
8 607

Pension settlement


493
-66

603

Taxes


-2 524
-1 698
49
-2 525

Minority interests


-17
-15
13
-22

Net profit for the period


6 825
4 516
51
6 663

Notes to the Profit and Loss Account






         January-September

Full year

SEK m




2000
1999

1999











Note 1a Commission, net









Brokerage 




1 370
853

1 305

Mutual funds and custody 



1 267
808

1 152

Payments 




727
549

759

Lending and deposits




657
520

704

Other




723
530

773

Commission income




4 744
3 260

4 693

Commission expense




-577
-516

-715

Commission, net




4 167
2 744

3 978

Notes to the Profit and Loss Accounts (cont.) in accordance with Finansinspektionen's regulations






         January-September

Full year

SEK m




2000
1999

1999











Note 1b Commission, net









Payments 




727
549

759

Lending 




398
302

426

Deposits




74
58

69

Guarantees




184
160

209

Securities




2 395
1 543

2 281

Other




966
648

949

Commission income




4 744
3 260

4 693

Commission expense




-577
-516

-715

Commission, net




4 167
2 744

3 978











 









Note 2     Net result on financial operations









Shares and participations




841
206

-469

Interest-bearing securities




-2 166
-67

-907

Capital gain/loss




-1 325
139

-1 376

Shares and participations




-13
4

835

Interest-bearing securities




1 916
-873

10

Unrealised changes in value




1 903
-869

845

Changes in exchange rates




1 714
1 173

1 500

Net result on financial operations




2 292
443

969





















Note 3 Other administrative expenses









Property and premises




506
536

715

External computer costs




531
577

812

Communication




299
298

404

Travel and marketing




209
191

281

Purchased services




335
315

430

Supplies




122
109

155

Other expenses




164
149

233

Other administrative expenses




2 166
2 175

3 030





















Note 4 Loan losses









Individually valued claims









The period’s write-down for actual loan losses




281
431

709

Writeback of previous provisions for possible loan losses









  which are reported as actual loan losses in the period's accounts




-223
-307

-530

The period’s provision relating to possible loan losses

238
262

610

Recovered from actual credit losses in previous years




-169
-257

-347

Write-back of provisions for possible credit losses which are no longer necessary




-238
-447

-642

General reserve for possible but non-identified loan losses
-
240

-

Net expense for the period for individually valued loan losses
-111
-78

-200

Claims valued as a group









The period’s write-down for actual loan losses




19
18

26

Recovered from actual credit losses in previous years




-18
-19

-24

Allocation to/dissolution of reserve for loan losses




2
1

-5

Net expense for the period for loan losses valued as a group




3
0

-3

Total loan losses 




-108
-78

-203

Balance sheet - Group






30-sep
30-sep

31 Dec

SEK m




2000
1999

1999











Lending to the general public


Note 1

666 664
595 309

626 206

Lending to credit institutions




117 080
121 534

98 859

Interest-bearing securities









     - Financial fixed assets


3 455
1 185

6 470

     - Financial current assets




82 417
76 773

86 821

Other assets


Note 2

169 509
103 554

117 900

Total assets




1 039 125
898 355

936 256











Deposits and funding from the

   general public




235 555
213 107

221 483

Liabilities to credit institutions


179 167
178 051

186 503

Issued securities etc




404 109
327  016

359 540

Subordinated liabilities




19 439
19 154

19 850

Other liabilities


Note 2

159 165
124 585

110 310

Shareholders' equity



41 690
36 442

38 570

Total liabilities and 

  shareholders' equity




1 039 125
898 355

936 256

Notes to the balance sheet






30-sep
30-sep

31 Dec

SEK m




2000
1999

1999











Note 1 Lending to the general public









SEK lending









     - to households




228 839
215 318

218 134

     - to companies etc *)




285 089
279 426

276 627






513 928
494 744

494 761

Foreign currency lending









     - to households




22 962
14 802

19 289

     - to companies etc




132 990
89 257

115 572






155 952
104 059

134 861

Reserve for possible loan losses




-3 216
-3 494

-3 416

Total lending




666 664
595 309

626 206

*) Of which National Debt Office




-
-

0

Note 2    Other assets, Other liabilities









Previously, assets in the unit-linked insurance operations where the policy-holder bears the investment risk were set off against the corresponding liability.

Starting this year, they are reported gross under “Other assets” and “Other liabilities”. The amount is SEK 17.8bn (9.8). 

As at 31 December 1999, the corresponding amount was SEK 13.5bn. The comparative figures have been recalculated. 

Other information

Some minor reclassifications have been made in the balance sheet and the profit and loss account. The comparative figures have been recalculated






    January-September


Full year

SEK m




2000
1999

1999











Cash flow statement






Cash flow on operating activities




-937
6 345

15 008

Cash flow on investing activities




1 811
-521

-6 419

Cash flow on financing activities




-4 104
-6 492

-6 187

Cash flow for the period




-3 230
-668

2 402











Liquid funds at beginning of period




6 285
4 054

4 054

Cash flow for the period




-3 230
-668

2 402

Exchange rate difference on liquid funds




-90
-160

-171

Liquid funds at end of period




2 965
3 226

6 285





















Capital base and requirement









Tier 1 capital




33 221
30 334

31 177

Total capital base




49 651
43 977

45 451

Risk-weighted volume




521 291
458 454

482 266

Capital ratio  *




9.8 %
9.6 %

9.4 %

Tier 1 ratio    *




6.6 %
6.6 %

6.5 %











*  Including profit for the period





































Problem loans









Bad debts 




4 894
5 546

5 186

Reserve for possible loan losses




-3 256
-3 661

-3 463

Bad debts, net




1 638
1 885

1 723

Reduced rate loans without a provision for









   possible loan losses




87
127

128

Total problem loans




1 725
2 012

1 851











Bad debt reserve ratio




66,5 %
66,0 %

66,8 %

Proportion of bad debts




0.24 %
0.30 %

0.27 %

Problem loans before write-down for possible









 loan losses




4 981
5 673

5 314

Loan loss ratio




-0.02 %
-0.02 %

-0.03 %

Non-performing loans for which interest is accrued




1 422
1 266

1 372











Collateral taken over:









     - Buildings and land




0
55

21

     - Shares and other participations




55
151

55

     - Other




86
72

76

Total collateral taken over




141
278

152

Derivative instruments















SEK m

Interest-rate related

Currency-related

Equity-related













Market
Book
Market
Book
Market
Book



value
value
value
value
value
value










Positive values

25 561
22 118
67 959
58 793
1 939
1 939










Negative values

26 663
22 543
51 257
50 371
4 035
4 035

The above table is compiled in accordance with Finansinspektionen’s regulations and includes all derivative instruments in the Group. For derivative instruments which are part of trading operations, the book value is the same as the market value. The differences between market value and book value reported in the table correspond to the reversed differences between market value and book value in that part of the Group’s operations which is subject to hedge accounting.

Value-at-Risk

During the period l October 1999 - 30 September 2000, Handelsbanken Markets’ exposure to interest rate and exchange rate risk (incl. option risk), measured as Value-at-Risk (VaR) was on average SEK 34m. During the period, this risk varied between SEK 14m and SEK 51m.

During the same period, Handelsbanken Markets’ exposure to equity price risks, measured as VaR, was on average SEK 13m. This risk varied between SEK 3m and SEK 27m.

Handelsbanken's shares
The Affärsvärldens General Index was unchanged during the first nine months of the year. The bank and insurance index excluding Handelsbanken rose by 40 % during the same period. Handelsbanken's share rose by 45 %, which is more than any other Swedish bank.

The rise in Handelsbanken's share price was also impressive in a European perspective. 

Only one of the 59 major banks in Europe had a better share price performance.


30 September 2000
31 December 1999

Share price

SHB A, SEK


155.00


107.00 

[image: image1.png]“mm,_.,,,.nswn-nnnu.\-m......... _— -
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Market capitalisation

SEK bn
111
  76

Handelsbanken's rating - 30 September 2000


Financial strength
Short-term
Long-term

Moody’s
B+
P-1
Aa2

S&P

A-1
A+

Fitch IBCA
B
F1+
AA-

Bankwatch
B
TBW-1
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100

100

100

93.08

68.94

59.6

90.26

72.71

44.83

29.62

72.31

12.76

139.94

111.16

90.33

121.82

116.55

68.72

171.18
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Siffror OH

		År		SHB		AFGX		AFBA exkl SHB		Datum

		1990		100		100		100		12/29/89

				85.4700		90.5100		86.2200		3/30/90

				111.9700		103.7800		88.2700		6/29/90

				88.0300		72.1100		64.0700		9/28/90

		-91		93.0800		68.9400		59.6000		12/28/90

				119.4000		86.6700		78.2700		3/28/91

				115.6400		89.6200		76.3200		6/28/91

				94.9600		82.0400		53.3500		9/30/91

		-92		90.2600		72.7100		44.8300		12/30/91

				72.3900		79.2400		38.9300		3/31/92

				48.8900		72.3500		31.1300		6/30/92

				25.3900		55.2000		13.4700		9/30/92

		-93		29.6200		72.3100		12.7600		12/30/92

				68.6300		78.8100		10.9300		3/31/93

				90.2600		85.8200		40.4600		6/30/93

				109.9500		102.6100		73.9200		9/30/93

		-94		139.9400		111.1600		90.3300		12/30/93

				142.4400		111.2200		85.7900		3/31/94

				128.7000		108.7500		73.7100		6/30/94

				114.3300		111.9200		73.3000		9/30/94

		-95		121.8200		116.5500		68.7200		12/30/94

				108.0800		115.5800		61.9400		3/31/95

				135.5700		130.2000		61.1100		6/30/95

				149.3100		145.9900		70.7800		9/29/95

		-96		171.1800		137.5400		81.1900		12/29/95

				161.1800		150.4000		76.2000		3/29/96

				182.4600		157.0300		86.0600		6/28/96

				214.8500		165.7200		105.1800		9/30/96

		-97		258.4800		190.4100		125.5900		12/30/96

				302.1700		220.5600		150.8200		3/27/97

				324.3700		239.6300		159.8000		6/30/97

				346.0900		257.2500		167.9600		9/30/97

		-98		362.0800		237.7200		181.2900		12/30/97

				488.7900		281.2500		231.0000		3/31/98

				488.7300		297.5300		244.3500		6/30/98

				387.3000		227.2600		175.5600		9/30/98

		-99		450.2400		262.6700		205.2300		12/30/98

				377.5900		278.0100		215.0400		3/31/99

				403.2900		306.9400		215.2100		6/30/99

				452.8900		310.3500		214.6600		9/30/99

		-00		423.7500		435.8600		259.6600		12/30/99

				421.5700		494.9700		316.8300		3/31/00

				509.3600		461.8400		375.7400		6/30/00

				617.24		435.06		364.08		9/29/00





KURSER

		

		Slutkurser		9/30/00

		A-aktien		155.00		kr

		B-aktien		155.00		kr

		Börsvärde		110.79		mdr






