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Managing Director Rolf Eriksen’s address at 
H&M’s AGM 2007 

Dear shareholders, 

It is with great pleasure I am standing here in front of you today. 2006 was the 
best year ever in H&M’s history. A year with good sales, many new customers 
and a continued strengthened profitability. It was also an intense year with many 
activities.  

We increased the number of stores with 152 and we entered two new markets, 
Dubai and Kuwait. At the end of the year, there were 1,345 H&M stores. 

* 

Sales including VAT rose to more than SEK 80 billion, an increase of 12 per cent. 
In local currencies, sales increased 11 per cent.  

The gross margin rose 0.4 percentage points to 59.5 per cent, the highest ever. 
Also the operating margin was record high. It increased 0.9 percentage points to 
22.4 percent. And the result after financial items amounted to almost SEK 16 
billion, an increase of 17 per cent.  

* 

What are the success factors then? Most importantly, our customers appreciate the 
collections. Successful collections with a good mix of fashion basics and high 
fashion are the main reasons behind the high profitability. 

As you may recall, the weather conditions were far from perfect last spring, as 
well as this autumn.  

By acting promptly, and reducing the prices somewhat we managed to offset the 
weather effect. In total, sales were good. And the level of price reductions was 
lower than a year ago. 

What else is contributing? The separation of the buying department into a buying 
section and a production section made earlier, has led to lower buying prices; a 
change that improved the gross margin, particularly in the second half of the year. 
Also improved logistics has contributed and, as always, cost consciousness at 
every stage of our business. 

* 

But nothing of this would be possible without H&M’s most valuable asset, our 
colleagues. Their commitment is our strength. At the end of the year we had more 
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than 60,000 colleagues and we aim at a working environment with the opportunity 
to grow and develop with the company. 

Our colleagues form a good base for recruitment of positions of responsibility at 
H&M. Several of our people in leading positions at H&M have worked for many 
years and many started in the stores. Equality between men and women has been 
useful for H&M and continues to promote profitability. 

Today one third of Group management are women, and in 12 of 25 countries 
women are country managers. Over three quarters of our store managers and of 
buying’s divisional managers are women and two thirds of the area managers. 

* 

We make a special effort to find new ways to meet and inspire our customers.  
The collaboration with Madonna was one of this year’s highlights, which I’ll get 
back to in a little while.  

We continued our collaborations with internationally renowned designers which 
has attracted much attention. Last autumn, the designer duo Viktor & Rolf from 
the Netherlands were guest designers at H&M. The attention from the world of 
fashion and international press was enormous. And customers queued for hours 
ahead of the premiere. The collaboration confirms the strength of our business 
concept; that fashion and design isn’t a question of price. Our customers get much 
value for money.  

Another great happening in 2006 was the franchise cooperation with Alshaya. 
During the autumn we opened three stores in Dubai and one in Kuwait, and the 
reception has been above expectation. This brings us to a new culture and is a 
clear signal that our business concept works all over, that it is global.  

In August we launched online sales in the Netherlands, which clearly has 
surpassed our expectations. This autumn, online sales will also be rolled out in 
Germany and Austria. To the online and catalogue sales we are adding a range of 
home textiles, H&M Home. 

* 

We are pleased with the positive development and the high pace in our sales 
countries. Here you can see them all in order of magnitude. At the end of the 
financial year there were 24 sales countries and there are more to come. 

Germany is our largest market accounting for more than a quarter of Group sales. 
During the year we opened 17 new stores. This is one of our most profitable 
markets and there is still room for growth.  

The United Kingdom has for the first time exceeded Sweden in terms of sales. In 
Sweden, as in the other Nordic countries, sales have developed well.   
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In the last five years, H&M stores have been opened in ten new countries, which 
all have done well. Spain is a good example of a market where we in a short time 
span have established our brand and grown strongly. In 2006 alone we opened 19 
stores in Spain and we were well represented with 68 stores all over the country.  

USA and Canada continue to remain very important expansion markets. USA is 
our fifth largest market in terms of sales, but would have been the second largest 
if the dollar exchange rate would have been at the same level as when we entered 
USA in 2000. 

Poland, with 35 stores, grows strongly and is a very profitable market even though 
we only have been present since 2003.  

As you can see, franchising appears in the table this year. The revenues consist of 
franchising fees and revenues from goods sold to Alshaya. Franchising revenues 
were SEK 72 million in total for H&M and at that time, the stores in Dubai and 
Kuwait had not been opened an entire quarter.  

Also our other new markets have developed really well with many new stores and 
more and more customers discovering H&M and the strength of our business 
concept: Fashion and quality at the best price.  

H&M has expanded strongly during a number of years. Since the H&M share was 
listed in 1974 the store count has increased more than twenty times from 63 stores 
to 1,345 stores. And the entire expansion has been self financed. A prerequisite 
has been a strong financial position and high profitability.  

* 

In a longer perspective, the development has been nice and stable.  

In the past five years sales including VAT have almost doubled while profit after 
tax has almost tripled. The profitability is an effect of improvements in more or 
less all areas, but in particular in buying and logistics. The nice development is 
also reflected in our key ratios.  

* 

Efficiency enhancing measures in buying and logistics and a more efficient 
handling of stock-in-trade resulted in a lower stock-in-trade. At year-end, stock-
in-trade in relation to sales was 10.6 per cent or SEK 7.2 billion. A level that is 
substantially lower than six to seven years ago and that we are very pleased with.  

At the end of the year our liquid funds amounted to almost SEK 19 billion. And 
the solidity was very high at 78 per cent, giving us the possibility and the freedom 
to develop H&M in the pace we wish.  
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On the basis of this, H&M’s Board of Directors has proposed a dividend of SEK 
11.50 kronor per share.  

We are leaving a strong year full of action behind us and in 2007 even more 
exciting challenges are waiting for us.   

* 

We are very pleased with the start of the year. The first quarter has started with 
strong sales. Group sales including VAT amounted to almost SEK 20 billion. 
Compared to the first quarter last year, sales increased 16 per cent in local 
currencies and 11 per cent in Swedish kronor. In comparable stores the increase 
was 5 per cent. 

Profitability was record high for a first quarter with a gross margin of 58.9 per 
cent and an operating margin of 19.2 per cent. Profit after financial items 
increased 27 per cent and was SEK 3.4 billion. 

* 

We have been unusually busy this spring. I don’t think that we ever before have 
had so much going on at the same time; it is new stores, new markets and new 
exciting customer offerings. 

In March, we opened stores in several new H&M countries. The first franchise 
store in Qatar was opened in the capital Doha March 8th. A few days later the first 
H&M store in Hong Kong was opened, and then our first store in the capital of 
Slovakia, Bratislava, followed by our first store in Athens, Greece which became 
our fourth new market this year and the 28th  overall.  

* 

We were really proud when we opened our first store in China in Hong Kong the 
10th of March. The opening was spectacular.  

Billboards all over Hong Kong, in the subway and on the city trolleys, advertised 
H&M’s new store with the world premiere of “M by Madonna”, two weeks before 
the release in the rest of the world.  

Customers started to line up two days ahead of the opening and around 100 
journalists and several TV teams were covering the event. The media coverage 
was immense. We are very pleased with sales which surpassed our expectations.  

Hong Kong is a bridgehead for our continued expansion in Asia. 

* 

April 12th we took the next step with the opening of our first store on the Chinese 
mainland in the middle of Shanghai’s busy shopping district.  
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The opening started with a spectacular fashion party, and great many of the 
Chinese fashion world was present. The highlight of the evening was a sparkling 
performance by Kylie Minogue. Dancers and members of the choir wore H&M 
fashion and Kylie’s stage wear was especially designed by H&M’s Head of 
Design. The dresses were in the same style as one of the summer’s beach wear 
ranges, H&M Loves Kylie. Kylie is the face of the collection. 

Here is a short film from the opening: 

* 

As you can see it was a fabulous evening. 

The following day the store opened. Customers had been waiting for hours and at 
10 pm they were still lining up to enter. Some 120 policemen were present to take 
care of the crowd. 

April 25th we opened another store in Shanghai, and also here the reception was 
fantastic with thousands of customers standing in line for hours to shop.  

This autumn we will open another three stores in Hong Kong. 

 * 

And next year we move on to Japan, where we have signed a contract for our first 
Tokyo store. It is situated in the best business location in one of Tokyo’s most 
popular shopping districts. We see great potential in Japan with its large fashion 
conscious population with great purchasing power. Thirteen out of Japan´s 128 
million people live in Tokyo. 

* 

We expand geographically but we also bring new offerings to customers. This 
year we have added a range of women’s shoes. More and more customers wish to 
buy shoes matching the collections. A broader range of women’s shoes is 
available in more than 200 stores in all markets since February. Shoe sales have 
started very well.  

*  

M by Madonna is this year’s large spring campaign and one of H&M’s spring 
collections. It has been designed jointly by Madonna and H&M’s Head of Design 
Margareta van den Bosch. All in Madonna’s style – timeless, classical and 
glamorous. It is a broader women’s collection that is sold in all stores and via the 
Internet.  

* 
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March 16th it was finally time for the opening of the first COS store on Regent 
Street in London. Collection of Style is about timeless but fashionable garments 
of high quality fabrics and fit. And as always – at the best price. During the spring 
we have opened another seven COS stores in Germany, in Belgium and in the 
Netherlands. So far, sales have exceeded our expectations. In 2007 we plan to 
open altogether ten COS-stores. COS is an excellent complement to H&M’s 
stores and a way of attracting a new customer group.  

* 

H&M has large impact in the markets where our products are produced which 
requires us to act responsibly and with a long term view. H&M does not own any 
factories of its own; instead we buy our products from around 700 independent 
suppliers, primarily in Asia and Europe. Since many years we have a Code of 
Conduct for our suppliers. It includes, amongst other things, requirements 
concerning health and safety in the workplace, the right to organise and bargain 
collectively and ban on child labour.  

The great challenge is to make the suppliers realise that the Code of Conduct and 
the cooperation with us will lead to a streamlining of their operations and better 
working conditions. 

In 2006 we began our cooperation with the Fair Labor Association (FLA) to 
defend the worker’s rights. FLA has during the year carried out independent 
checks at a selection of our suppliers in China. It provides us with important 
evidence of the effectiveness of our internal controls and also increases 
transparency. Our work with these issues is long term and we are gradually seeing 
conditions improve.  

Since more than ten years we apply chemical restrictions to our entire range. We 
also strive to reduce carbon dioxide emissions, focusing mainly on transportation 
and energy consumption.  

In parallel with our internal efforts, we are helping our suppliers to think along 
more environmentally friendly lines and to comply with laws and restrictions in 
the environmental field. 

As a measure in our strive for sustainable development we want to support 
ecological cotton cultivation. This spring there is a new H&M collection produced 
of ecological cotton. So far, the demand has been strong. 

The demand for ethical and environmentally friendly products is increasing, and 
we believe this is a trend that will continue. We are proud of what we have 
accomplished so far and with conviction continue to work for a long term change 
and influence of attitudes. 

* 
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Let me summarize: 

H&M’s strategy is to continue to grow with maintained high profitability. In total, 
we expect a net growth of around 170 new stores during the year. The majority of 
the stores will be opened in USA, Spain, Italy, Germany, the United Kingdom and 
Canada. But we also expect to increase existing store sales by a few per cent. 

We continue the expansion into new markets: Qatar, China with Hong Kong and 
Shanghai, Greece and Slovakia. We are preparing the organisation for the opening 
in Tokyo next year. This is a major step. The expansion in the Middle East, China 
and Japan gives us the opportunity to continue to grow for a long period of time. 

We continue to develop the online and catalogue sales by adding Germany and 
Austria and H&M Home, a new home textile range.  

We open up our new store chain COS and we start selling women’s shoes all over 
the world. The year 2007 is already a very exciting year. 

Ladies and Gentlemen, thank you very much for your attention.  

And now, back to the Chairman of the Board.  
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