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Managing Director Rolf Eriksen’s address at the 
AGM 8th May 2008 

Dear shareholders, 

2007 was the year of H&M’s 60th birthday and another record year with a high 
level of activity. 

We increased sales strongly, we continued to strengthen our profitability, we 
expanded the internet and catalogue sales to Germany and Austria. We entered 
four new countries; Slovakia, Greece, Qatar and not least China where we opened 
stores in Hong Kong and Shanghai. 

We increased the store count with 177 net and at the end of the year there were 
1,522 stores in the Group. 

In honour of the anniversary year, SEK 60 million was transferred to the 
established Anniversary Foundation for charitable purposes. 

*** 

Sales including VAT rose to more than SEK 92 billion, an increase of 15 per cent. 
In local currencies sales increased 17 per cent.  

The gross margin increased 1.6 percentage points to the record level 61.1 per cent. 
Also the operating margin was the highest ever. It increased 1.1 percentage points 
to 23.5 per cent. And the result after financial items was more than 19 billion, an 
increase of 21 per cent. Net profit increased by 26 per cent to nearly  
SEK 14 billion.   

*** 

As in previous years, our ambition for continuous improvements was at the back 
of our strong profitability. Last year’s gross margin was almost 10 percentage 
points above 2001’s and during this period of time the fashion content has 
increased and the quality has improved.  

Customers appreciated our collections – that was the most important success 
factor during the year. We gave the customers even more fashion for money and 
increased sales while at the same time maintaining a high profitability.  

The internet and catalogue sales in and outside the Nordic countries also 
contributed. Almost two years ago we decided to expand the internet and 
catalogue sales outside the Nordic region. First was the Netherlands. Last autumn 
Germany and Austria followed where we started with internet sales. And the 
expansion of the internet and catalogue sales has exceeded our expectations.  
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An example of our constant improvement is the development of the logistics chain 
for the future. During the course of the year we opened a large logistics center in 
Poznan in Poland that serves the stores in Eastern Europe and the non-Nordic 
internet and catalogue sales. And in Hamburg we are building a similar facility for 
the stores in Germany, the Netherlands and Austria. Investments like these enable 
the Group’s future powerful expansion.   

*** 

A prerequisite for continued success is committed colleagues. The colleagues are 
H&M’s greatest asset. Without them it would not be possible.  

We aim for a working environment where it is possible to grow and develop 
within the company. Our expansion strategy provides great opportunities. The 
expansion itself demands that we succeed in transferring the knowledge and the 
culture H&M has built up to new countries and new stores.  

When the stores in Hong Kong and Shanghai were opened, the newly employed 
were supported by more than 100 colleagues in different positions from eight 
established H&M countries.  

I have myself seen and been impressed by how the colleagues in China in such a 
short period of time has adopted our way of working. There is a clear sense of 
H&M in the new stores.  

*** 

All the time we want to find new ways of meeting and inspiring our customers, 
with our own collections as well as through collaborations.  Last year we 
collaborated with Madonna, Kylie Minogue and Roberto Cavalli – collaborations 
that all were very successful. Madonna gave name to one of our broad women’s 
collections last spring. Kylie Minogue was a noticed face of one of the summer’s 
beach wear collections. And the guest designer Roberto Cavalli’s autumn 
collection was really something out of the ordinary. Customers queued up for 
hours when sales started in November.  

The collaborations confirm the strength of our business model; fashion and design 
is not a question of price. Customers get value for money at H&M. The 
collaborations attracted great attention within the world of fashion and in 
international media, which contributes to making our brand even stronger. 

*** 

The positive development and the high level of activity in our sales countries is 
pleasing. Here you can see all our markets ranged by size. At the end of the 
financial year there were 28 markets, and there are more to come. 
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In Germany sales went well in spite of a weak development in the retail sector, 
which shows the strength of our business concept and that the collections were 
successful.  

The sales development in the Nordic countries is also a good example of this. 
They are mature markets for H&M and after 60 years we continued to gain market 
shares.  

One of the countries where we grew strongly was the Netherlands that became 
H&M’s fifth largest market last year. Sales increased by 24 per cent with strong 
contribution from the successful launch of internet and catalogue sales that started 
in 2006. 

In Southern Europe, where H&M has had a presence for less than ten years, we 
have a firm foothold to continue to expand from. Sales increased strongly in 
Spain, Italy and France. Eastern Europe has developed into a strong H&M region 
with good growth potential for many years to come. In North America we 
continued our strong expansion with among other things several new stores on the 
West coast of the USA as well as Canada. Also sales in the franchising countries 
have increased considerably.  

*** 

For several years H&M has grown strongly. Since the H&M share was listed in 
1974 the store count has increased almost 25 times. Thanks to a high profitability, 
which has led to a strong financial position, the entire expansion has been self-
financed.  

In a longer perspective our results have developed nicely and smoothly. During 
the past five years sales have increased from more than SEK 53 billion to more 
than SEK 92 billion. At the same time the net profit has more than doubled.  

The increase in profitability is a result of improvements in more or less all areas. 
This positive development is also mirrored in the dividend. The proposed 
dividend for 2007 is SEK 14 per share corresponding to SEK 11.6 billion.  

*** 

The first quarter comparable unit sales were good. H&M’s turnover including 
VAT was SEK 23.2 billion. Compared to the first quarter last year, sales increased 
by 18 per cent in SEK. In local currencies the increase was 16 per cent and in 
comparable units 3 per cent. 

The profitability remained very high for a first quarter. Profit after financial items 
increased 19 per cent to SEK 4.1 billion and the net profit increased by 28 per 
cent to 2.9 billion.  
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Sales in March increased by 3 per cent in local currencies and in comparable units 
sales decreased by 8 per cent. The Easter fell early this year and the spring arrived 
late in several of our markets but, as always, it is important to look at the entire 
spring as one season.  

*** 

H&M continues to expand through new stores, in new markets like China, Qatar, 
Greece and Slovakia last year and Japan this year, but also through new offerings 
like shoes and through new store concepts like COS.  

This spring we also made an acquisition. We acquired 60 per cent of Fabric 
Scandinavien, a company that among other things operates the store chains 
Weekday and Monki and that sells the own brand Cheap Monday.  

The founders of Fabric have in just a few years succeeded in building several 
strong brands with strong souls, and we are very impressed by that. It is a 
profitable and solid company already today and it will continue to be run as an 
independent company. 

The great difference is that Fabric now gets access to our powerful organisation, 
which makes it possible for Fabric to expand to new markets at a faster pace than 
what would otherwise be possible.  

One concrete example of how we can work together is the store premises that 
H&M is offered to let that we can’t utilize. Many of them will be suitable for 
Monki or Weekday. Fabric also gets the opportunity to produce the goods even 
more efficiently than before while we at the same time strengthen our position in a 
very interesting and fast-growing segment which can contribute to the future 
expansion.  

*** 

COS, Collection of Style, has been up and running for over a year and sales have 
been good. COS, timeless but yet fashionable garments of high quality, have 
appealed to many new customers. As always, it’s about fashion and quality at the 
best price, but in a higher price segment.  

We had planned to open ten COS stores during 2007, but we opened eleven. This 
year we will open another three stores. In March a store was opened in Cologne 
and later this year the first store will be opened in the capital of fashion, Paris.     

*** 

It is now settled that H&M takes the step into Russia, a market where we can 
grow for a long time to come. Russia has more than 140 million inhabitants of 
which 15 million live in the Moscow region. It is Moscow we will focus on to 
start with. The first store will open in the spring of 2009.  



  5

*** 

But already this year we will open H&M’s first store in Japan. We have signed 
three store contracts in Tokyo of which two are to open this autumn. All are 
situated in very attractive business locations in some of Tokyo’s most popular 
shopping districts. The first store opens in September, something I am very much 
looking forward to. We see great potential in Japan with its large and fashion 
conscious population with strong spending power – 13 of Japan’s 128 million 
inhabitants live in Tokyo.  

In connection with the opening of our second store in Tokyo at the beginning of 
November, this autumn’s guest designer collection at H&M Comme des Garçons 
will be launched.  

The Japanese fashion company’s founder and head of design Rei Kawakubo is 
one of the world’s most respected creators and a suitable choice for our launch in 
Japan. She is famous and admired for her creativity and artistic qualities and she 
will design a women’s collection and a men’s collection and selected garments for 
children. The collaboration will present our customers with modern, innovative 
and artistic fashion that doesn’t follow any rules. Kawakubo’s multiplicity offers a 
possibility for personal expression.  

*** 

Already this spring, a summer collection with Marimekko’s well known patterns 
from the 50s, 60s and 70s was presented. The collection, which has been 
developed by H&M’s designers, was imaginative and colourful and strengthened 
H&M’s summer collections with accurate retro fashion.  

During the spring the collection Fashion Against Aids was sold. It was developed 
by H&M in collaboration with famous designers, musicians and artists. The 
collection was available in almost 700 H&M stores and generated more than SEK 
15 million for HIV/AIDS preventative activities.  

*** 

H&M has a great environmental impact in the markets where our products are 
manufactured and sold. This demands that we act responsibly and long-term. The 
Sustainability Policy and our Code of Conduct for our suppliers form the 
backbone of our work on corporate social responsibility.  

The Code of Conduct puts demands on among other things safe working 
conditions, the right to organize collectively, a ban on child labour and that our 
products are produced in an environmentally sustainable manner. The great 
challenge is to make all suppliers realize that the Code of Conduct and the 
collaboration with us may lead to better working conditions, streamlining of their 
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business and increased profitability. We work long-term with these issues and we 
notice how the conditions gradually improve.  

Here is a short film sequence which gives you a better view of how we as a global 
company act responsibly.  

[Film about H&M’s CSR work shown] 

During the eight years I have been Managing Director of H&M, I have frequently 
visited the factories where our clothes are manufactured. And even if there is 
more to do, I’m impressed that it has improved so much.  

During the year we have developed a new sustainability policy. Within its 
framework we work preventively to minimize our impact on the environment.  

This is accomplished by for example the choice of materials and improved 
production processes. One example is the initiative within organically grown 
cotton. Our collections made of organic cotton have been very successful. Last 
year we used 1,300 tonnes and this spring alone we expect to use 1,500 tonnes. 
Customer demand for environmentally friendly and ethical products is increasing 
and we believe this is a development that will continue.  

During the past year the climate issue has been of current interest. H&M placed 
great focus on reducing the emissions of carbon dioxide. In 2007 we reduced our 
emissions by 21 per cent.    

We continue to collaborate with FLA, Fair Labor Association, to safeguard the 
rights of workers. During 2007 FLA reported the first results of their independent 
audits at our suppliers’ factories in China. FLA’s conclusions are in line with the 
results of our own inspections and are available at Fair Labor’s website.   

H&M received the highest marks in a review of 35 garment companies’ CSR 
work by the organization Consumers Research and Testing. At the same time as 
we are proud of what we have accomplished so far we are aware that much more 
can be done. Collaboration with other players and organizations is key to long-
term changes.  

*** 

The big step in 2007 was the successful establishment in Shanghai and Hong 
Kong. We have received confirmation that our concept works in large Chinese 
cities. The establishment in China can be seen as a milestone on par with the entry 
into the USA in 2000.  

In 2008 many more exciting challenges await. We will enlarge our cooperation 
with Alshaya and start franchise sales in Egypt, Saudi Arabia, Bahrain and Oman 
during the course of the year. As planned, we will take the step into Japan this 
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autumn. In the USA we expand to the states of Washington and Georgia through 
our first stores in Seattle and Atlanta. 

H&M’s goal is to increase sales with maintained profitability. In total we expect a 
net growth of 190 stores during the year, but also to increase sales in existing 
units. The majority of the expansion will take place in the USA, Spain, the United 
Kingdom, France, Germany and Italy.  

In January we started catalogue sales in Germany and Austria. The launch of the 
home textile range H&M Home via the internet and catalogue sales is expected to 
take place around the turn of the year. 

H&M has done a fantastic journey during 60 years, and the journey continues 
with global fashion and a company that continues to grow. 2008 is already a very 
exciting year. 

Ladies and Gentlemen, thank you very much for the attention. And now back to 
Mr Chairman. 


