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Annual General Meeting of Shareholders
The Annual General Meeting will be held at the Vin-
terträdgården, Grand Hôtel, Stockholm (The Royal
entrance, Stallgatan 6) on Thursday, 10 April 1997,
at 3 p.m.

Participation in Meeting
The company complies with legislation governing sim-
plified share handling, and, accordingly, those share-
holders wishing to participate in the Meeting must be
registered in the share register maintained by Värde-
papperscentralen VPC AB (Swedish Securities Register
Centre) no later than 27 March 1997.

Shareholders, whose shares are registered in the
name of a nominee through a bank trust department or
private stockbroker, must temporarily register their
shares in their own names in order to be entitled to
participate in the Meeting. The re-registering must be
completed no later than 27 March 1997.

Notice of participation in Meeting
Besides being registered in the aforementioned regis-
ter, shareholders who wish to participate in the Meet-
ing must give notice of their intention to participate to
the company’s head office no later than noon, 7 April
1997. Notice in writing should be submitted to H & M
Hennes & Mauritz AB, Box 1421, S-111 84 Stock-
holm, Sweden, or by telephone: Int.+46 8 796 54 03.

Dividend
The resolution of the Annual General Meeting of Share-
holders will specify the closing date for the share regis-
ter and the list of creditors etc. attached to the share
register. The Board of Directors and Managing Director
have proposed 15 April 1997, as the closing date. If
the Annual General Meeting approves the proposal it is
estimated that the dividend can be sent out by Värde-
papperscentralen VPC AB on 22 April 1997, to those
registered in the register or the aforementioned list on
the closing date.

Split
The board of directors have decided to propose to the
Annual General Meeting a 5:1 split of company shares
with 14 May 1997 as record day. Assuming that the
Annual General Meeting approves the proposed split,
H&M shares will be listed on the Stockholm Stock
Exchange as split commencing 12 May 1997.
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1996 1995

Gross sales, including VAT, Note 1 SEK M 17,212.1 14,591.1
Change % + 18 + 8
Sales outside Sweden MSEK 13,085.4 10,720.1
Sales outside Sweden as a 

percentage of gross sales % 76 73
Gross margin % 15.1 12.6
Profit before tax SEK M 1,905.0 1,321.7
Profit for the year SEK M 1,331.0 973.1
Earnings per share SEK 32.17 23.52
Change from previous year % + 37 - 9
Return on shareholders’ 

equity, Note 13 % 28.3 24.3
Return on capital employed, Note 13 % 39.8 32.7
Debt/equity ratio, Note 13 % 2.5 3.0
Share of risk-bearing capital, Note 13 % 76.9 79.7
Solidity % 71.9 74.3
Number of stores in Sweden 117 118
Number of stores outside Sweden 326 275
Total number of stores 443 393
Average number of employees 10,469 9,465

Financial highlights
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Nineteen ninety-six was a very good year for H&M, even though the retail trade
on the whole was extremely sluggish. We expanded dramatically, opening 59
new stores and making Luxembourg the 10th country on the map.

We aim to offer the absolute latest fashions at the lowest price for compa-
rable products. The majority of European consumers – especially families with
children – saw their purchasing power decline in 1996.

That is why we decided to reduce our prices, which made the difference
between our prices and those of our competitors even greater. Lowering our
prices boosted sales by 28 per cent in comparable currencies. Despite lower
prices, earnings rose 44 per cent over the past year. We avoided costly price
reductions and sold more goods at regular prices than the year before.

The financial strength and market expertise of the Group were critical in
accomplishing this. H&M has always placed priority on good liquidity. We have expanded using
our own funds, and we have always been able to consider our moves without having to take
external factors, such as borrowing or managing our own real estate, into account. On the other
hand, we are working in a highly competitive market, something which has been underscored by
the many bankruptcies that have taken place in recent years. Our financial strength provides
security for shareholders and employees.

Dramatic expansion
Operations expanded dramatically during the year, and we increased our market share consider-
ably in every country. Our English operation, which has experienced a few problems in the past,
is now performing satisfactorily. Our mail-order operation, which has been hampered by low
profitability in recent years, also developed positively. The same is true for our new Finnish mail-
order operation.

The mail-order operation is successful, among other reasons, because we achieved greater
synergies by coordinating buying activities with our stores to a much greater extent than before,
which is no easy task given the different selling periods involved. The fact that we published sev-
eral catalogues that did not rely heavily on seasonal sales also contributed greatly to our success.

Focus on quality
When it comes to price, fashion and a feeling for trends, H&M has made tremendous progress.
We are currently focusing on improving the quality of our goods even further. Comprehensive
quality controls and close co-operation with our suppliers have enabled us to boost quality step-
by-step. Our goal is to provide better service and better quality without raising prices.

Quality is aIso a question of in-store service, well designed changing rooms, information
about our clothing and well-planned displays. In 1996 we worked to improve these areas, and
we will continue to do so in 1997.

Environment growing in importance
Ethics and the environment are two areas that are growing in importance for us. We do not man-
ufacture ourselves nor do we own any factories, but the fact that we are a major buyer gives us
considerable influence. Moreover, with numerous co-workers on site in other countries, we are
able to follow up and check things on a regular basis. We do not intend to rest on our laurels,
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however. We comply with the most stringent requirements for control and limits, no matter
whether they apply to the country in question or not.

Child labour is another issue that continues to attract attention. Consequently, we would
like to emphasize the fact that we never work with a company that uses child labour. We will
cancel any contract with a supplier that does.

Few levels between customers and management
H&M’s success is based on a high degree of decentralised decision-making and very strong cen-
tral management. We have a flat organisation with very few levels between customers and man-
agement. This helps us avoid bureaucracy and retain flexibility. Therefore, it is essential that we
all adhere to the same philosophy. H&M has a total of 15,000 employees. Each year we employ
more than 2,000 people, and it is important to spread the H&M spirit to them.

We always strive to recruit internally when new positions become available. The H&M cor-
porate culture encourages employees to take initiatives. While this places great demands on our
employees, it also provides tremendous opportunities for personal development.

Focusing on costs is another important aspect of our corporate culture. This applies to all
areas of our organisation. Every krona that we spend affects our prices and our business concept.

New countries
In l997, we will begin operating in FinIand for the first tirne. France will be next in line. All in
all, we plan to open more than 50 new stores.

We have reached the limit for traditional expansion in Sweden and have begun to focus on
developing and changing existing stores. We are becoming more and more specialised. We plan
to test several different sales concepts in Sweden and other countries with mature markets.

Wlth more than 100 stores and sales exceeding SEK 5 billion, Germany remains our largest
market, and there is still considerable potential. During the year we opened an additional 20
stores in Germany and some 25 more are planned for 1997.

We are often asked when H&M will open stores outside Europe. At the moment we have no
concrete such plans. But Asia, the U.S. or Eastern Europe could be in the cards in future. We are
monitoring the new Eastern European markets closely, but in our industry, being first in a market
is not everything. Customer loyalty is. And loyalty is not won by being first. It is won by being best.

50 years of continuous change
Fifty years have passed since H&M opened its first store. Since then, we have continued to
change and review what we have learned and implemented.

We usually do not have time to stop and reflect on the past, but we can definitely look back
on the past 50 years with pride and happiness.

Hennes & Mauritz is moving forward with great enthusiasm and optimism. We have a strong
financial base. and there are many markets to canvas. We believe that no one should have to
choose between price and quality, between price and fashion, between price and service.

With H&M you can have it all.

Stefan Persson
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The H&M Group enjoyed yet another year of strong growth. A total of

59 new stores were opened, one of which was in a completely new

market for H&M – Luxembourg. A few stores were closed, bringing the

net total of new stores to 52. Including the aforementioned new mar-

ket, the Group now operates 443 stores in ten countries. Our mail-

order operation also successfully expanded operations to Finland in the autumn.

We completed this healthy expansion while improving profitability and consolidating our

financial strength.

Despite continued weak demand in Europe, Group turnover rose for comparable stores

and currencies in all markets in 1996, which, along with the opening of new stores, enabled

H&M to continue to consolidate its position in the market.

Total sales excluding changes in currency exchange rates rose by 28 per cent. As prices

remained largely unchanged, this increase was attributable to

greater volumes. When changes in currency exchange rates are

included, total sales reached SEK 17,212.1 M, an increase of 18

per cent.

Income before depreciation totalled SEK 2,200.7, and the

gross margin reached an impressive 15.1 per cent. Margin

improved thanks to a much higher level of sales without a corre-

sponding increase in costs. This was made possible by the review

of Group costs that was carried out during the previous year. The

fact that price reductions were lower than in the previous year,

thanks to a substantially improved range of products, was a sig-

nificant factor in boosting the margin.

Depreciation, which compared with the past year rose by 21

per cent, amounted to SEK 236.4 M. The increase in deprecia-

tion fully reflects the dramatic expansion of the Group in recent

years. After deduction for depreciation,

income totalled SEK 1,964.3 M.

After the addition of positive net inter-

est income/expense amounting to SEK

70.1 M and after deduction for start-up costs totalling SEK 129.4 M,

income before tax reached SEK 1,905.0 M.

Taxes for the year according to the comprehensive tax allocation

method amounted to SEK 574.0 M or 30 per cent of earnings before

tax. The tax burden for the period was reduced by the fact that our Aus-

trian company was able to carry forward a loss in a company that was

acquired in 1996.

Profit for the year reached SEK 1,331.0 M after taxes or SEK

32.17 per share, an increase of 37 per cent over the previous year.

Return on shareholders’ capital reached 28.3 per cent, which was

a healthy return in view of the Group’s high equity/asset ratio.

The Group maintained its financial strength despite dramatic

expansion. The share of risk-bearing capital totalled 76.9 per cent at

19961996
Group review
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year-end. The debt/equity ratio was low at 2.5 per cent.

The balance sheet total reached SEK 7,171.7 M, up 25 per cent from 1995. This

increase should be viewed in relation to the growth in sales, which, measured over the entire

year and excluding changes in exchange rates, totalled 28 per cent and especially to turnover

in the fourth quarter, which was nearly 40 per cent.

Two new stores were opened in Sweden, an H&M store in Tumba just outside Stockholm

and a Galne Gunnar on the outskirts of Borås. The two BK stores, one in Stockholm and one

in Gothenburg, were remodelled to be able to market the Mauritz concept in future. An H&M

store was also converted into a Galne Gunnar store. Moreover, substantial remodelling efforts

were carried out in Stockholm, Uppsala, Gothenburg and Jönköping. Three stores were closed;

one each in Lund and Mölndal as well as a Galne Gunnar outside Gothenburg.

Two new stores were opened in Norway, one in a shopping centre in an Oslo

suburb and one in Trondheim. H&M’s largest Norwegian store in terms of floor-

space was completely remodelled during the spring of 1996. H&M sales

increased during the year by 18 per cent in local currency, while the market in

general only rose by 3–4 per cent.

There are currently 500 shopping centres in Norway and a number are

being planned. Consequently, the supply of goods will exceed the existing

demand, which means that competition is expected to remain stiff.

H&M’s Danish operation continued to enjoy a healthy trend. Sales in Danish

krona rose by 16 per cent, compared with the market average of only a few per

cent. New stores were opened in Copenhagen, Ålborg, Svendborg and Løkken

during the year.

The Group’s English company reported a positive earnings trend for the

third year in a row. During the spring, a children’s and infant’s store opened in

Harrow (London). The store performed better than expected, and floorspace was

increased six months later to accommodate the women’s range of products. Dur-

ing the autumn, new stores were opened in Birmingham, Norwich and Cam-

bridge, all of which developed positively. H&M had previously leased two stores

at Brent Cross shopping centre outside London. In 1996, these two stores were

combined to achieve a more rational operation.

The Swiss market remained very weak. The clothing retail trade declined by

some 6 per cent. Although H&M was affected by this trend, the Group’s Swiss

company consolidated its market position by boosting sales by 5 per cent. A new

store was opened at a shopping centre outside Zurich during late autumn.

The Swiss company has operated two regional warehouses in recent years.

These were combined to form a single warehouse located adjacent to the distribution centre in

Basel for more efficient warehousing operations.

In Germany, a total of 22 new stores were opened and one store was closed. Consequent-

ly, H&M operated 101 stores at year-end. Four new stores were opened in Berlin, of which

three were in the former East Berlin. Stores were opened in the Ruhr region in Rheine, Dort-

mund and Oberhausen. Two new stores were opened in Leipzig, one in Potsdam and one in

Görlitz. Other new stores began operating in Heidelberg, Siegen, Bielefeld, Saarbrücken,

Freiburg, Hannover, Frankfurt and Bremen (two stores).
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Moreover, three major remodelling efforts were undertaken at the

same time that additional floorspace was added to existing stores.

A more than 25 per cent expansion in the number of stores and a 40

per cent increase in sales in the local currency placed a great strain on the

organisation, especially where warehousing and distribution activities are

concerned. In order to operate more efficiently, the four regional warehous-

es were combined and relocated adjacent to the distribution centre for the

country.

The German market remained very sluggish, declining by 2 per cent.

In 1995, the market declined by 6 per cent. To sum up, the German retail

market is very weak at present.

The Dutch operation opened stores in Rotterdam, Utrecht, Vlaardin-

gen and Emmen during the year. The Dutch market increased by 3–4 per

cent, while H&M sales rose by 37 per cent measured in NLG.

In Belgium, where H&M has been operating for four years, a total of

seven new stores were opened in Brussels, Tornai, Namur, Chatelineau,

Hornu, Arlon and Rocourt outside Liège. In Antwerp, a new store was opened and a smaller

store was closed.

H&M increased sales measured in local currency by 46 per cent. To cope with the dra-

matic increase in volumes, the Group’s Belgian warehouse moved into new facilities in Aalst.

The new 6,200 sqm facility is some 50 per cent larger than the old warehouse. As in past

years, the Belgian market remained weak, and two chains of competitors withdrew completely

or partly from the market.

The Group opened its first store in Luxembourg in the Belle Etoile shopping centre. As

the Luxembourg market is limited, the operation has been integrated with the Belgian opera-

tion for practical purposes. For legal and tax purposes, however, the operation is a branch of a

Dutch company.

The Group’s Austrian company, which has

been operating for more than two years, expanded

dramatically in 1996. A total of 12 new stores

were opened. At year-end, there were 19 H&M

stores in Austria. Half of the new stores

were acquired through the purchase of an

Austrian company. These stores, which

were previously part of a limited depart-

ment-store operation, received a new H&M

profile in the autumn. The stores, which

are located in Linz, Wiener Neustadt, St.

Pölten and Vienna (three stores), got off to

a successful start. Of the other six, four

were opened in Vienna, one in Saltzburg

and one in a shopping centre outside of Wiener

Neustadt.

An expansion in the number of stores of this
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magnitude along with a twofold increase in sales posed prob-

lems for the organisation. As in Germany, this manifested

itself mainly in the handling of goods. In order to rectify this

problem, it was decided during the year to increase the size of

the planned warehouse by 75 per cent to 26,000 sqm.

The aforementioned acquired company was merged with

H&M’s Austrian company. This allowed H&M to offset taxes

against acquired losses.

Our mail-order operation, H & M Rowells, which like the

Swedish and Norwegian markets experienced a couple of weak years, developed positively in

1996. Operations commenced in Finland in the autumn. As Sweden and Finland are mem-

bers of the EU, goods can be handled centrally in Borås, the site of the Swedish mail-order

operation. Consequently, goods destined for both countries can clear customs in Swe-

den and then be distributed between the two markets according to demand.

H&M will continue to expand in 1997. A net total of some 50 stores are planned.

As in past years, the most dramatic expansion will take place in Germany, where 23

new stores are expected to open. This means that H&M will nearly have doubled the

number of stores in Germany, from 66 to 124, in three years. As sales in the older

stores rose during the period, the expansion has increased the volume of goods sub-

stantially since 1994. In order to handle this growth, total warehouse space will be

increased during the year by nearly 10,000 sqm to some 30,000 sqm. Consequently,

further investments in warehouse equipment will be necessary.

The central warehouse in the Netherlands, which serves stores in the Nether-

lands, Belgium and Luxembourg, will also be expanded, doubling the present 7,000

sqm of floorspace. The investment in the warehouse (which is currently leased by

H&M with a provision to purchase the facility at a predetermined price in future) will

be financed by the landlord. As three new stores are planned for Belgium and two for

the Netherlands for 1997, the central warehouse will initially provide goods for 75

stores.

H&M believes that the Scandinavian countries and Switzerland are mature mar-

kets with limited opportunities for new stores. The remodelling and upgrading of existing

stores will continue on the same scale, however. In 1997, four

new stores will be opened in Norway, four in Denmark and two

in Switzerland.

A Galne Gunnar store and a smaller H&M store will be

opened in Sweden. The latter, which will open in Enköping,

will only market underwear, accessories and cosmetics. There

are already two stores in Stockholm with similar ranges. If the

concept is successful in a small town such as Enköping, simi-

lar stores may be opened in large and small towns alike.

The dramatic expansion on the Austrian market will con-

tinue but at a somewhat slower pace. A total of seven new

stores are planned for the current year.

The Group decided to begin operating in Finland in



autumn 1997. Five stores are expected to open

during the year. During the establishment phase,

the Finnish stores will be supplied from the cen-

tral warehouse in Stockholm.

A full-range store will open in England in the

autumn. As sales rose relatively rapidly in recent years, warehouse capacity in England will

also increase.

Working in the clothing industry involves constant risks. Fashion can shift quickly, which

means that goods in stock and on order can become outdated rapidly. When this happens,

goods must be placed on sale and new products must be ordered, both of which require a

healthy level of liquidity. Our strong financial position and limited risk-taking outside the core

areas of operation have played a major role in the Group’s success. In view of the spe-

cial risks involved in the nature of this business, the Group has adopted a cautious

financing and currency policy.

As a result of our continued expansion abroad, H&M’s currency exposure will

increase. This applies to both transaction and translation exposure. The former is

largely centralized in the Swedish parent company and the Group’s netting company in

Switzerland. The two companies are working to reduce the impact of change in

exchange rates on earnings. In addition

to loans in foreign currencies, only for-

ward exchange agreements are used to

reduce transaction exposure, and only

established or contracted risks are

guaranteed. Consequently, the Group

does not assume any positions for the

budgeted flow or for speculative pur-

poses. Changes in the U.S. dollar

exchange rate against the ten H&M

sales currencies represent the single

greatest transaction exposure in the Group. The effects of changes in exchange rates

cannot be quantified by simple calculations. Market price adjustments and customer

reactions are equally important and impossible to predict, of course.

Translation exposure is defined here as the effect on the value of a Group’s for-

eign net assets due to changes in exchange rates. In H&M’s case, these assets consist

of shareholders’ equity in foreign companies. The Group does not utilize equity hedg-

ing.

Translation effects also arise in conjunction with the consolidation of foreign companies

in the Group into Swedish krona. A 10 per cent change in the exchange rate of the Swedish

krona against other currencies in the Group affects H&M earnings before tax by nearly SEK

200 M. The size of the amount depends upon the earnings in each country and the change in

the exchange rate against the Swedish krona.

H&M limits its credit risk by placing liquid funds in government, municipal and bank

securities. These are short-term investments of up to three months. The Group does not

assume any positions, deal with options and futures or the like or trade in shares or similar

instruments.
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The Board of Directors and Managing Director of
H & M Hennes & Mauritz AB (publ) submit herewith
their report for the financial year 1 December 1995 to
30 November 1996.

Sales
Total turnover for the H&M Group rose by 18 per cent
(8 per cent in the previous year) and reached SEK
17,212.1 M (SEK 14,591.1 M) including VAT. Exclud-
ing changes in exchange rates, sales rose by 28 per
cent.

As in previous years, the European retail trade was
sluggish. Nevertheless, a slight improvement was
noted during the second half of the financial year.
H&M sales grew as a result of both store and mail-
order operations. Same store sales in local currency
rose on all markets. Our net total of 52 new stores
enabled the H&M Group to capture market shares in
every country of operation.

Sales outside Sweden accounted for 76 per cent
(73 per cent).

Profit
Gross profit for the year totalled SEK 2,200.7 M (SEK
1,551.1 M), up 42 per cent over the previous year.
This corresponds to a gross margin of 15.1 per cent
(12.6 per cent).

After depreciation according to plan amounting to
SEK 236.4 M (SEK 195.2 M), profit totalled SEK
1,964.3 M (SEK 1,355.9 M).

The Group’s positive net interest income declined
to SEK 70.1 M (SEK 92.9 M) despite a higher level of
liquidity during the year. This was largely attributable
to declining interest rates in general and the Swedish
krona interest rate in particular. Profit after net interest
income amounted to SEK 2,034.4 M (SEK 1,448.8 M).

After deduction of the part of the investment in
new premises which is treated as a cost item – the so-
called start-up costs – of SEK 129.4 M (SEK 127.1
M), Group operations recorded a surplus of SEK
1,905.0 M (SEK 1,321.7 M). Profits improved by 44
per cent compared with the previous year.

Taxes were lower than normal due to the utilization
of a loss carried forward in an Austrian company that
was acquired during the year. (Taxes were reduced in
the 1994/95 financial year due to a revision of the
Swiss tax system.) Excluding the non-recurring effects
which reduced taxes in the two previous years, the tax
rates were approximately 34.3 per cent and 32.5 per
cent respectively.

After provisions for comprehensive tax of SEK
574.0 M (SEK 348.6 M), profit for the year reached
SEK 1,331.0 M (SEK 973.1 M). Income for the year
corresponds to earnings per share of SEK 32.17 (SEK
23.52), an increase of 37 per cent.

Profit for the year yielded a return on shareholders’
equity of 28.3 per cent (24.3 per cent) and a return on
capital employed of 39.8 per cent (32.7 per cent).

Liquidity and financing
The Group balance sheet total was SEK 7,171.7 M
(SEK 5,725.6 M) at the end of the financial year, up

25 per cent over the previous year. After consolidation
of unchanged currency exchange rates, the balance
sheet total rose by 28 per cent. This increase should
be viewed in relation to the change in sales, which
totalled 28 per cent measured in unchanged currency
exchange rates. Consequently, the Group balance sheet
total kept pace with the volume of sales.

In 1995, H&M Group operations generated a posi-
tive cash flow of SEK 1,372.2 M (SEK 325.9 M), of
which SEK 677.5 M was reinvested in the operation.
Financial assets at the end of the year reached SEK
2,937.5 M (SEK 2,193.5 M), up SEK 744.0 M or 34
per cent from the previous year.

Stock-in-trade amounted to SEK 2,235.6 M (SEK
1,859.0 M) which corresponded to 31.2 per cent
(32.5 per cent) of the balance sheet total and 15.4
per cent (15.1 per cent) of sales. Excluding changes in
exchange rates, stock-in-trade for the year accounted
for 14.4 per cent of the turnover.

The debt/equity ratio, which was already low, con-
tinued to fall to 2.5 per cent (3.0 per cent). Financial
strength, calculated as the share of risk-bearing capi-
tal, declined slightly but remained high at 76.9 per
cent (79.7 per cent).

Group shareholders’ equity at the end of the finan-
cial year amounted to SEK 5,154.8 M (SEK 4,256.2 M),
which corresponds to SEK 124.58 (SEK 102.86) per
share.

The Board of Directors have established the follow-
ing dividend policy: H&M’s financial goal is for the
company to continue to enjoy healthy growth. We must
continue to expand with the same high degree of finan-
cial strength. In view of this, the Board have deter-
mined that dividends should correspond to one-third of
the profit per share after taxes. Although dividends will
normally follow the profit trend, they may deviate in
certain years.

The Board of Directors have decided to propose to
the Annual General Meeting of Shareholders a 5:1 split
of the company’s shares.

Personnel
The average number of employees in the Group was
10,469 (9,465), of whom 2,798 (3,025) were based
in Sweden.

Board fees paid according to the decision of the
Annual General Meeting of Shareholders totalled SEK
500,000, of which SEK 125,000 was paid to the
Chairman of the Board. Members of the Board who are
employees of the company did not receive any fees.

Compensation in the form of salary, company car
benefits and subsidiary Board fees to the Managing
Director Stefan Persson totalled SEK 3,499,971. The
Group has also acquired a pension insurance policy for
the Managing Director to supplement the Swedish ITP
retirement plan. This policy, which has an annual pre-
mium of SEK 253,400, will begin paying a pension at
age 65.

Group policy prohibits severance payments for
H&M employees.

Information concerning salaries and remunerations
is listed under Note 12

Administration report
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95/96 94/95

Turnover, including VAT 17,212.1 14,591.1
Turnover, excluding VAT 14,552.8 12,350.3
Operating expenses - 12,352.1 - 10,799.2

Operating profit 2,200.7 1,551.1

Depreciation according to plan, Notes 3, 4 - 236.4 - 195.2

Operating profit after depreciation 1,964.3 1,355.9

Net interest income, Note 5 70.1 92.9

Profit from current operations 2,034.4 1,448.8

Start-up costs, Note 2 - 129.4 - 127.1

Profit before tax 1,905.0 1,321.7

Taxes paid - 507.3 - 327.7
Deferred tax expense, Note 6 - 66.7 -20.9

Profit for the year 1,331.0 973.1

Group income statement (MSEK, Note 1)
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ASSETS 1996 1995

Cash 846.9 474.1
Short-term investments 2,090.6 1,719.4
Accounts receivable, trade 184.1 115.9
Prepaid expenses and accrued income 139.1 195.2
Other current assets 15.5 15.8
Stock-in-trade, Note 7 2,235.6 1,859.0

Total current assets 5,511.8 4,379.4

Blocked accounts at the Central Bank of Sweden – 1.9

Shares, participation rights and deposits, Note 10 0.6 0.5 
Long-term accounts receivable 39.2 35.3
Fixtures, fittings, leasehold property etc., Note 3 1,425.6 1,115.1
Real estate, Note 4 194.5 193.4

Total fixed assets 1,659.9 1,344.3

Total assets 7,171.7 5,725.6

Group balance sheet (SEK M, Note 1)
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0

500

1,000

1,500

2,000

2,500

3,000

3,500

4,000

4,500

5,000

5,500

6
 S

E
K

 M
  

3
9

 S
E

K
 M

Norw
ay

Sweden

Denmark

England 

Switze
rla

nd

Germ
any

Holla
nd

Belg
ium

Austr
ia

Luxem
bourg

Fin
land

Share/country

Holland

Belgium

Austria

England

Switzerland

Germany

Sweden

Norway

Denmark

24%6%

10%

6%
2%

10%

30%

7%
5%



15

LIABILITIES AND SHAREHOLDERS’ EQUITY 1996 1995

Accounts payable, trade 433.0 319.3
Income tax liability 241.1 78.3
Accrued expenses and deferred income 553.3 426.6
Short-term loans 1.4 1.2
Other current liabilities 298.0 207.1

Total current liabilities 1,526.8 1,032.5

Long-term liabilities 45.2 47.2
Provisions for pensions 84.1 80.4
Deferred tax liability 360.8 309.3

Total long-term liabilities 490.1 436.9

Share capital, Note 8 206.9 206.9
Restricted reserves 987.9 863.2

Total restricted shareholders’ equity, Note 9 1,194.8 1,070.1

Non-restricted reserves 2,629.0 2,213.0
Profit for the year 1,331.0 973.1

Total unrestricted shareholders’ equity, Note 9 3,960.0 3,186.1

Total liabilities and shareholders’ equity 7,171.7 5,725.6

Contingent liabilities 12.5 18.0

Pledged assets
Real estate mortgages 56.4 57.5

Group balance sheet (SEK M, Note 1)

Stock-in-trade

Stock-in-trade, SEK M
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95/96 94/95

Operating profit before depreciation 2,200.7 1,551.1

Changes in
Operating receivables - 11.8 - 22.7
Stock-in-trade - 376.6 - 105.8
Current liabilities 494.3 105.9 - 364.3 - 492.8

Cash flow from operations before 
financial income and expense 2,306.6 1,058.3

Net interest income/expense 70.1 92.9
Tax expense - 574.0 - 348.6
Change in blocked account 1.9 2.6
Dividend to shareholders - 320.7 - 320.7
Exchange rate difference etc. - 111.7 934.4 - 158.6 - 732.4

Cash flow before external financing 1,372.2 325.9

Changes in
Long-term liabilities 1.7 18.6
Long-term receivables - 3.9 - 21.2
Deferred tax liability 51.5 49.3 13.3 10.7

Cash flow before investments 1,421.5 336.6

Investments and 
start-up costs - 677.5 - 588.2

Changes in financial current assets 744.0 - 251.6

Group cash flow statement (SEK M)
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Parent Company income statement (SEK M, Note 1)

95/96 94/95

Gross sales including VAT* 4,083.0 3,713.5
Gross sales excluding VAT* 3,313.8 2,995.2
Operating expenses -3,142.6 -2,909.0

Profit before depreciation and interest 171.2 86.2

Depreciation according to plan, Notes 3, 4 -37.5 -30.0

Profit after depreciation 133.7 56.2

Dividends from subsidiaries 652.5 395.4
Net interest income/expense, Note 5 28.3 91.7

Profit before appropriations and tax 814.5 543.3

Appropriations:

Depreciation in excess of plan - 19.4 - 36.7
Change in capital based tax equalisation reserve K 51.7 51.7
Allocation to tax allocation reserve - 49.0 - 35.0
Change in investment reserve – 5.8

Profit before tax 797.8 529.1

Taxes - 41.1 - 39.8

Net profit for the year 756.7 489.3

*Including inter-company sales
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ASSETS 1996 1995

Cash 109.7 83.8
Short-term investments 390.0 159.8
Accounts receivable from subsidiaries 1,412.5 1,216.9
Accounts receivable, trade 78.3 51.8
Prepaid expenses and accrued income 32.5 57.0
Income taxes recoverable 7.2 –
Other current assets 4.8 4.1
Stock-in-trade, Note 7 547.8 528.3

Total current assets 2,582.8 2,101.7

Shares and participation rights, Note 10 9.2 9.1
Long-term accounts receivable 6.1 5.7
Long-term accounts receivable, subsidiaries 24.0 24.0
Fixtures, fittings and leasehold property, Note 3 196.5 164.2
Real estate, Note 4 119.2 115.0

Total current assets 355.0 318.0

Total assets 2,937.8 2,419.7

Parent Company balance sheet (SEK M, Note 1)



19

LIABILITIES AND SHAREHOLDERS’ EQUITY 1996 1995

Accounts payable, trade 170.5 109.5
Income tax liability – 12.6
Accounts payable, subsidiaries 77.0 66.8
Accrued expenses and deferred income 192.3 186.8
Other current liabilities 38.8 40.3

Total current liabilities 478.6 416.0

Long-term loans 25.3 26.3
Provisions for pensions PRI 84.1 80.4

Total long-term liabilities 109.4 106.7

Depreciation in excess of plan 121.1 101.7
Capital based tax equalisation reserve K 206.8 258.5
Tax allocation reserve 150.0 101.0

Total untaxed reserves 477.9 461.2

Share capital, Note 8 206.9 206.9
Legal reserve 87.8 87.8

Total restricted shareholders’ equity 294.7 294.7

Retained profit, Note 11 820.5 651.8
Net profit for the year 756.7 489.3

Total unrestricted shareholders’ equity 1,577.2 1,141.1

Total liabilities and shareholders’ equity 2,937.8 2,419.7

Contingent liabilities 10.6 16.2
of which on behalf of subsidiaries 5.6 11.3

Pledged assets
Real estate mortgages 32.5 33.0

Parent Company balance sheet (SEK M, Note 1)
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95/96 94/95

Profit before depreciation 171.2 86.2

Changes in
Operating receivables - 205.5 - 192.7
Stock-in-trade - 19.5 3.3
Current liabilities 62.6 - 162.4 - 91.7 - 281.1

Cash flow from operations before
financial income and expense 8.8 - 194.9

Net interest income/expense 28.3 91.7
Change in blocked account – 1.6
Dividends from subsidiaries 652.5 395.4
Transfer of investment reserve

from Group companies – 2.3
Tax expense - 41.1 - 39.8
Dividends to shareholders - 320.7 319.0 - 320.7 130.5

Cash flow before external financing 327.8 - 64.4

Changes in
Long-term liabilities 2.7 3.9
Long-term receivables - 0.4 2.3 0.3 4.2

Cash flow before investments 330.1 - 60.2

Investments - 74.0 - 105.1

Changes in financial current assets 256.1 - 165.3

Parent Company cash flow statement (SEK M)
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1 Accounting principles
Consolidated accounts
On consolidation, the cost of shares has been offset

against reported shareholders’ equity at the date of

acquisition. Any remaining difference (surplus value) is

immediately written off. Write-downs of SEK 65 M and

SEK 23 M were carried out in1987 and 1989 respec-

tively. Strict application of the recommendation of the

Swedish Financial Accounting Standards Council con-

cerning consolidated accounts would not have affected

either Group profit or Group balance in 1996 or the

year of comparison. 

Effective the 1993/94 financial year, the annual

accounts of subsidiaries have been translated to

Swedish kronor in accordance with the current exchange

rate method. The exchange rate at the balance sheet

date was used to consolidate the balance sheets of for-

eign companies. Income statements have been translat-

ed using the average annual exchange rate. Translation

differences arising from the current method are charged

directly to Group shareholders’ equity.

Receivables and liabilities in foreign currency
Receivables and liabilities in foreign currencies have

been reported in accordance with Instruction No. 7 of

the Swedish Accounting Board. This means that

receivables and liabilities have been assessed at the

exchange rate at the balance sheet date.

Forward exchange agreements, which ensure the

flow of currencies between countries, have been dealt

with in a manner where receivables and liabilities have

been assessed at a forward rate. If no receivables or

liabilities arose, the assessment of forward exchange

agreements did not affect the accounts.

2 Start-up costs
Start-up costs refer to the cost involved in modernising

and fitting out newly acquired premises and newly

established operations. Start-up costs have been

charged to the income statement in accordance with

the accounting and taxation practice of each country.

3 Depreciation according to plan/fixtures, fittings and
leasehold rights (SEK M)
Fixtures, fittings and leasehold rights have been depre-

ciated at a rate of 12 per cent of acquisition cost.

The book value of assets not fully depreciated is as

follows:
Group                         Parent Company

30 Nov. 96 30 Nov. 95 30 Nov. 96 30 Nov. 95
Acquisition cost 2,229.0 1,772.4 310.9 253.9
Accumulated depreciation

according to plan - 803.4 - 657.3 - 114.4 - 89.7
Net book value 1,425.6 1,115.1 196.5 164.2

4 Depreciation according to plan/real estate (SEK M)
Real estate has been depreciated at 3 per cent of

acquisition cost. The tax assessment value of Swedish

real estate amounts to SEK 79.2 M, of which the tax

assessment value of the land with site leaseholds

accounts for 6.0 M and SEK 4.3 M for other land.

The book value of assets not fully depreciated is as

follows:
Group                         Parent Company

30 Nov. 96 30 Nov. 95 30 Nov. 96 30 Nov. 95
Acquisition cost 233.2 225.2 149.0 140.4
Accumulated depreciation

according to plan - 38.7 - 31.8 - 29.8 - 25.4
Net book value 194.5 193.4 119.2 115.0

5 Net interest income/expense

Group                         Parent Company
1995/96 1994/95 1995/96 1994/95

Interest income 88.2 121.4 39.2 104.8
Interest expense - 18.1 - 28.5 - 10.9 - 13.1
Net interest income/expense 70.1 92.9 28.3 91.7

6 Taxes
Group companies calculate income tax in accordance

with the rules and regulations of the country in ques-

tion. Deferred tax expense in the consolidated

accounts amounts to 30 percent of the change in

untaxed reserves for the year. The Group has made

allocations for calculated taxes on expected dividends

from subsidiaries during the next year.

7 Stock-in-trade
The value of stock-in-trade is reported in the consoli-

dated financial statements net of market-value obso-

lescence. Parent Company financial statements report

the value of stock-in-trade net of the tax-deductible

obsolescence reserve.

8 Share capital
The share capital consists of 4,860,000 class ‘A’

shares (10 votes per share) and 36,516,800 class ‘B’

shares (one vote per share), with a par value of SEK 5

each. The total number of shares is 41,376,800.

9 Shareholders’ equity
Change in shareholders’ equity, Group (SEK M)

Share Restricted Unappro- Total share-
capital reserves priated holders’

earnings equity
Shareholders’equity 1 Dec. 95 206.9 863.2 3,186.1 4,256.2
Dividends - 320.7 - 320.7
Changes in restricted reserves 6.3 - 6.3
Capital shares in untaxed reserves 155.6 - 155.6
Translation differences - 37.2 - 74.5 - 111.7
Profit for the year 1,331.0 1,331.0
Shareholders’ equity 30 Nov. 96 206.9 987.9 3,960.0 5,154.8

Notes to the financial statements
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11 Appropriation of profits in accordance with the resolu-
tion of the 1996 annual general meeting

SEK 000s
Unappropriated profit at 30 Nov. 95 1,141,077.6
Dividends, SEK 7.75 per share - 320,670.2
Unappropriated profit carried forward 820,407.4

12 Number of employees and salaries
The average number of full-time employees in the

Group during 1996 was 10,469 (Parent Company:

2,798). Females represented 82 per cent of Group

employees (Parent Company: 82 per cent).

Remuneration paid to the Board of Directors and

executive officers amounted to SEK 24,688,000 (Par-

ent Company: 10,279,000) and SEK 2,084,721,000

(Parent Company: 563,006,000) was paid to other

employees. Salaries and remuneration amounted to in

Austria: SEK 119,526,000, in Belgium: SEK

82,815,000; in Denmark: SEK 128,364,000; in Eng-

land: SEK 48,733,000; in Holland: SEK

104,691,000; in Hong Kong: SEK 14,567,000; in

Germany: SEK 582,937,000; in Norway: SEK

209,193,000; in Switzerland: SEK 231,802,000,

and in other countries: SEK 13,496,000.

Details of the number of employees by work loca-

tion are available from the Parent Company’s head

office.

10 Shares and participations
Subsidiaries SEK M

500 shares in Hennes & Mauritz Svenska AB Nominal value 100 0.1
500 shares in K E Persson AB ” 100 0.1
500 shares in AB Hennes ” 100 0.1

3,300 shares in Big is Beautiful, BiB AB ” 100 0.4
450 shares in Bekå AB ” 1,000 1.3

1,250 shares in Impuls AB ” 100 0.1
1,000 shares in Carl-Axel Herrmode AB ” 100 3.0
1,150 shares in H & M Rowells AB ” 100 0.6
2,000 shares in Mauritz AB ” 100 0.2

600 shares in Erica Modehus AB ” 100 2.6
H & M Hennes & Mauritz International B.V., Haag 40,000 NLG 0.1

8.6
Other shares and participations 0.6
Parent Company shareholding 9.2

Total other shares as above 0.6
Group shareholding 0.6

Profit for the year divided by

shareholders’ equity.

Estimated taxable profit plus

interest expense divided by

shareholders’ equity includ-

ing minority interests plus

interest-bearing liabilities.

Interest-bearing liabilities

divided by share-holders’

equity.

Shareholders’ equity plus

minority share and deferred

tax liability divided by the

balance sheet total.

Shareholders’ equity in rela-

tion to balance sheet total.

Estimated taxable profit plus

interest expense divided by

interest expense.

13 Definitions
Return on sharehold-

ers’ equity:

Return on capital

employed:

Debt/equity ratio:

Share of risk-bearing

capital:

Solidity:

Interest cover:



We have examined the Annual Report, the consolidated financial statement, the books of
account and the administration of the Board of Directors and Managing Director for the year
ended 30 November 1996. We have carried out our examination in accordance with good
auditing practice.

The Parent Company
The Annual Report has been prepared in accordance with the Swedish Companies Act.
We recommend that the statement of earnings and balance sheet be adopted, that the unap-
proprited earnings be dealt with in accordance with the proposal in the administration
report, and that the Directors and Managing Director be discharged from liability for the
financial year.

The Group
The consolidated financial statements have been prepared in accordance with the Swedish
Companies Act.
We recommend that the consolidated statement of earnings and balance sheet be adopted.

Stockholm, 30 January 1997

Åke Hedén Gunnar Widhagen
Authorised Auditor Authorised Auditor
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Proposed distribution of earnings 

Group
According to the Group Balance Sheet, unappropriated Group profit amounts to 
SEK 3,960,021,000 of which it is proposed that SEK 9,978,000 be allocated 
to restricted reserves in foreign subsidiaries.

At the disposal of the Annual General Meeting SEK 1,577,156,002
The Board of Directors and Managing Director propose that:

shareholders be paid a dividend of SEK 11 per share SEK 455,144,800
To be carried forward as retained profits SEK 1,122,011,202

SEK 1,577,156,002

Stockholm, 30 January 1997

Sten Wikander Fred Andersson Birgitta Brusberg*

Vivian Enochsson* Werner Hofer Marianne Lundius

Bo Lundquist Stig Nordfelt Stefan Persson
Managing Director and
Chief Executive Officer

* Employee representative

Auditors’ report
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1991/92 1992/93 1993/94 1994/95 1995/96

Turnover, including VAT, SEK M 9,537.2 11,503.1 13,522.5 14,591.1 17,212.1

Change from previous year, % + 26 + 21 + 18 + 8 + 18
Sales outside Sweden, SEK M 5,536.3 7,657.9 9,458.1 10,720.1 13,085.4
Sales outside Sweden as a

percentage of total sales, % 58 67 70 73 76
Gross margin, % 12.9 13.8 15.1 12.6 15.1

Profit from current operations, SEK M 1,095.9 1,348.8 1,693.0 1,448.8 2,034.4
Profit for the year, SEK M 651.5 823.2 1,065.3 973.1 1,331.0

Liquid funds including short
term investments, SEK M 1,616.5 1,985.1 2,445.1 2,193.5 2,937.5

Stock-in-trade, SEK M 1,194.4 1,422.9 1,753.2 1,859.0 2,235.6
Restricted shareholders’ equity, SEK M 852.6 1,016.4 1,030.8 1,070.1 1,194.8
Unrestricted shareholders’

equity, SEK M 1,296.0 1,966.9 2,731.6 3,186.1 3,960.0

Return on shareholders’ 
equity, Note 13, % 34.8 32.1 31.6 24.3 28.3

Return on capital 
employed, Note 13, % 49.5 46.9 46.2 32.7 39.8

Debt/equity ratio, Note 13, % 10.5 3.8 2.9 3.0 2.5
Share of risk-bearing 

capital, Note 13, % 63.9 72.8 72.9 79.7 76.9
Solidity, Note 13, % 58.0 66.3 67.6 74.3 71.9
Interest cover, Note 13 39.6 51.3 67.1 47.4 106.2

Number of stores in Sweden 114 117 119 118 117
Number of stores outside Sweden 177 207 238 275 326
Total number of stores 291 324 357 393 443

Average number of employees 6,923 7,586 8,837 9,465 10,469

Five-year summary
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H&M share

Business ratios per share 1991/92 1992/93 1993/94 1994/95 1995/96

Shareholders’ equity per share, SEK 57.48 72.10 90.93 102.86 124.58
Earnings per share, SEK 17.43 19.90 25.75 23.52 32.17
Change from previous year, % + 66 + 14 + 29 - 9 + 37
Dividend per share, SEK 4.00 6.00 7.75 7.75 11.00
Market price at financial 

year-end, SEK 130 242 392 407 965
P/E ratio 7.5 12.2 15.2 17.3 30.0

Distribution of shares, December 1996 Average
number of

Number of Number shares per
Shareholdings shareholders % of shares % shareholder

1 – 1,000 6,788 90.4 1,063,376 2.6 157
1,001 – 5,000 444 5.9 997,506 2.4 2,247
5,001 – 10,000 82 1.1 612,285 1.5 7,467

10,001 – 50,000 117 1.5 2,629,961 6.4 22,478
50,001 – 100,000 35 0.5 2,497,676 6.0 71,362

100,001 – 47 0.6 33,575,996 81.1 714,383

Total 7,513 100.0 41,376,800 100.0 5,507

Major shareholders, December 1996 Shares % of voting % of capital
held rights stock

The Stefan Persson family 15,854,620 70.0 38.4
Liselott Tham 2,104,635 2.5 5.1
Allmänna Pensionsfonden, fjärde

fondstyrelsen 2,094,875 2.5 5.1
Sparbankernas Aktie- och Allemansfonder 1,488,700 1.7 3.6
The Skandia Group 1,151,084 1.4 2.8
Nordbankens fonder 1,048,300 1.2 2.5
Försäkringsbolaget SPP 1,015,650 1.2 2.5
AMF 657,050 0.8 1.6
Jan Bengtsson 562,025 0.7 1.4
Stefan Bengtsson 557,025 0.7 1.4

* Proposed dividend

*
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The Board of Directors

Sten Wikander
Chairman, H&M, born 1927
Member since 1974
No. of shares in H&M: 700

Fred Andersson
Managing Director, EF Education Yacht Racing AB,
born 1946
Member since 1990
No. of shares in H&M: 215

Britt-Marie Bingebo
Employee representative, born 1940
Member since 1991
Deputy member

Birgitta Brusberg
Employee representative, born 1937
Member since 1992

Vivian Enochsson 
Employee representative, born 1940
Member since 1977
No. of shares in H&M: 30

Max Felixon
Director of Purchasing, H&M, born 1940
Member since 1981
No. of shares in H&M: 16,220
Deputy member

Werner Hoper
Lawyer, born 1935
Member since 1996

Jan Jacobsen 
Director of Finance, H&M, born 1951
Member since 1985
No. of shares in H&M: 34,150
Deputy member
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Marianne Lundius
Lawyer, born 1949
Member since 1995
No. of shares in H&M: 200

Bo Lundquist
Chief Executive Officer and Managing Director, 
Esselte AB, born 1942
Member since 1995
No. of shares in H&M: 1,000

Stig Nordfelt 
Managing Director, Pilen AB, born 1940
Member since 1987

Marianne Norin-Broman
Employee representative, born 1944
Member since 1995
Deputy member

Stefan Persson
Chief Executive Officer and Managing Director, 
born 1947
Member since 1979
No. of shares in H&M: 15,854,620
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H&M facts

Sweden
Established: 1947
Turnover (SEK M): 4,127
Number of stores: 117
Number of locations: 48
Number of employees: 2,798

Norway
Established: 1964
Turnover (SEK M): 1,723
Number of stores: 47
Number of locations: 22
Number of employees: 936

Denmark
Established: 1967
Turnover (SEK M): 1,051
Number of stores: 38
Number of locations: 23
Number of employees 627

England
Established: 1976
Turnover (SEK M): 377
Number of stores: 18
Number of locations: 9
Number of employees: 357

Switzerland
Established: 1978
Turnover (SEK M): 1,637 
Number of stores: 40 
Number of locations: 19 
Number of employees: 880 

Germany
Established: 1980
Turnover (SEK M): 5,158 
Number of stores: 101
Number of locations: 24 
Number of employees: 2,727 

The Netherlands
Established: 1989
Turnover (SEK M): 1,102
Number of stores: 38
Number of locations: 26
Number of employees: 832

Belgium
Established: 1992
Turnover (SEK M): 799
Number of stores: 24
Number of locations: 18
Number of employees: 445

Austria
Established: 1994
Turnover (SEK M): 1,193
Number of stores: 19
Number of locations: 7
Number of employees: 652

Luxembourg
Established: (4 October) 1996
Turnover (SEK M): 6
Number of stores: 1
Number of locations: 1
Number of employees: 5

Finland – Mail-order
Established: (autumn) 1996
Turnover (SEK M): 39



Adresser

H & M Hennes & Mauritz AB
Jakobsbergsgatan 17
Box 1421
111 84 Stockholm
Tel: 08-796 55 00

H & M Rowells AB
Hultagatan 47
501 89 Borås
Tel: 033-16 97 00

H & M Hennes & Mauritz A/S
Strömsveien 195/197
PB 68 Alnabru
N-0614 Oslo
Tel: +47-22 17 13 90

H & M Hennes & Mauritz A/S (Postorder)
Postboks 104
N-2020 Skedsmokorset
Tel: +47-63 87 00 40

H & M Hennes & Mauritz A/S
Amagertorv 21, 4. sal
DK-1160 Köpenhamn K
Tel: +45-33 14 06 77

H & M Hennes Ltd
Middlesex House
34/42 Cleveland Street
London W1P 5FB
Tel: +44-171 323 22 11

H & M Hennes & Mauritz SA
Place de la Fusterie 9
CH-1204 Genève
Tel: +41-22 311 12 13

Modehaus H & M Hennes & Mauritz GmbH
Große Bleichen 30
D-20354 Hamburg
Tel: +49-40 350 95 50

H & M Hennes & Mauritz Netherlands B.V.
Kalverstraat 112-2
P.O.Box 10506
NL-1001 Em Amsterdam
Tel: +31-20 556 77 77

H & M Hennes & Mauritz Belgium B.V.
Rue St. Michel, 28
B-1000 Bryssel
Tel: +32-2 219 98 70

H & M Hennes & Mauritz GesmbH
Mariahilferstrasse 53
A-1060 Wien
Tel: +43-1 585 84 000
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