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B Investor’s total return during the 12-month period ended
September 30, 1998, was negative and amounted to -22
percent.

m As reported earlier, a broadening of ownership was carried
outin Saab AB during the period. Investor now owns shares
corresponding to 20.3 percent of the capital and 36.1 per-
cent of the voting rights in the company. Saab AB's shares
were listed on the Stockholm Stock Exchange in June 1998,

® Among Investor’s main holdings, shares were acquired for a
net amount of SEK 3,136 m. during the period. Of this total,
SEK 1,239 m. pertains to shares in ABB, which were acquired
through the call options that Investor received as a dividend
from Gambro.

® On September 30, 1998, the value of Investor's main hold-
ings was SEK 72,840 m. The corresponding value on October
20 was SEK 77,184 m. During the period January through
September 1998, the main holdings had decreased in value
by 15 percent.

| Investor's net asset value on September 30, 1998, was SEK
78,015 m,, or SEK 390 per share. On October 20, net asset
value was SEK 82,397 m., or SEK 412 pershare,
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COVER PHOTO: In June 1998, an agreement was reached between Astrs,
Investor’s largest holding, and Merck regarding their cooperation in the
WS pharmacevtical market. For Astea, this agreement regresents an
important step for the future This dgreement is another good example of

tavestors strategy of active ownership,
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president’s comments

Dramatic fluctuations
in the financial markets

[n financial cireles, autwmn 1908 will prob-
ably be as much of a nlking point as
Qctober w37, A seven-vear bull market in
the LS. rurned dramatically bearish, mn
spite of now all-time lows tor global inter-
est rates. Fear of inflation has EIVET Way Lo
fear ol deflation. The Asian crisis has
spread o Russin and Latin America and
there is a risk ol it spreading 1o the

Western World.

[ hese factors were reflecred in the mar-
kets through reduced access to risk cap-
ital which raised borrowing cosis for
counrries amd cnn'lpimics with .ai]ing coon-
omics and low C:‘t‘dll\‘i]i[}. Tn the next
stage, stock markets started o waver. Inically this was
due tainereased risk preminms on invesrments in shares
and later ro less favorable carnings lorecasts from compa-
nics. The crises intensified when a number of highly
leveraged hmancial institutions  encountered  serious
problems. Trading in che various hinancial markets was

increasinghv characterized by dramatic lluctuations,

[n the LIS, the Federal Reserve changed ies former strict
attitude and started relasing monetary policy by cutring
the primary interest rate and the discount rate. The back-
gmunJ to this was considerable unease in the Anancial
markets with a risk lor a NEgALIve IMpact on economic
growth inthe LLS. For the hrse time for several years Wall
Street searted ro express fears of a recession i the ULS.

In Europe, che harmonized interest rates trend was

broken. The interest rare spread berween Sweden and

Germany rose sharply. Furthermore, the currencies of

countries outside EMU  weakened,  mcluding the
Swedish kroma, On the stock market, prices fell consid-
crably from the summer's record levels. Companies
with a high dependence on raw materials or exposed 1o
('{“"nl‘l‘l”[l‘l'l I_I"\"ll'l"l :\_\l.\ were |]JI'LI I'll.[, :'Ilt‘l'!?_] \\'il{'l l-‘.’lnl“u.‘i

and insurance companies.,

lll :"-\\'-.'JL‘H. Iilt :_‘.l III"I'."Ii t'Il'\"!UI'l 1 :‘:l'i‘lt'lﬂl"!.'l III,ICI!' |I1.\‘

social democriatic minorioy govermmenr -.‘[.-rwndrnl ona

2 pvestom ae

turther two parliamentary parties, [ his
will not provide the strong government
that Sweden needs ro rackle important
questions during the coming clectoral
period, such as the labor marker and

EMUL

Thl‘ recent g\“ crniment JL‘CI.)]'.IHHI‘I
emphasized the need tor mereased cco-
nomic growth. Hopelully the new,
extended  muinsty of industry and
commerce will provide better condi-
tions  for policies chat - encourace

ai i .
Srow th.

Claes Dahlback

[n spite of the relatively good prospees
for econamic growth m Sweden over the nexe vear, with low
mntlation and low interest rares, the Swedish stack marker
has fallen dramatically in recent months, | he main reason
is alignment with the decline on the world's other stock
markets. Another probable reason is the view that the
ceononiie decline m Southeast Asia and Russias oI (o
have a more negative impact on Swedish export imlmlr)

than was previoushy belicved.

This negative development has also affecred Tnvescor,
Quur share price has fallen more than the stock exchange
as a whole. This is mainly because our l‘t‘l'lfd“li COn-
tains a number of companies with substantial export
Operations and -\ignitic.ml Cxposure the markers moss
affecred by che cconomic decline, Added o this, our
discount 1o net asset value has increased which is no

unusual when che stock marker falls,

As we pointed out in the six-month report, it is neither
meanmgful nor fair 1o make comparisons over too
short a period. What is most important for an indus-
”':JI h\)ll.‘hng t“{’l'nl‘.'l“.\' .‘illL‘]" a5 In\'L':\[()I' Is [l\llg'[Eill'l
development. Qur key task s 1o make sure thae ovey
LI our .'ih.'ll‘l"l'll'lll‘ll'l'\ recene a tol .1[ relurn |h\“ CXUCCT '_f‘-

the stock exchange average.

LS ll.lll{“t“.\ tmn III\\'Z\I!'I'I‘ [AEHTEN I]I‘l\l”l}:.‘ lIIlIIl' l!llh‘i l]l'.l' L

mcluded the ACquisition ol ABB shares Tos APTON-



president’s comments

matcly SEK 1.8 billion. of which SEK 1.2 billion from
Gambro, We also slightly increased our |m[~l'ingn in
Atas Copeo, Ericsson and STORA.

Within lnvestor we decided during the antomn dhar the
management of the new investments anit should he
relocated to the New York oflice, where Investor's activ-
iwies will be expanded. This will lead to operations in

London being conducted with fewer u‘lﬁ:.‘iln\'n:_\,

[ he purpose ol rhis ch,mg«' 15 10 gain greater gi.'n_‘:l'.l[.ﬁl'tif
provimiry 1o most of the new myvestments currently
under constderation and to be able to berter monitor the

sectors prioritized by Investor for new imvesomenes,

In the second guarter, Investor launchied two new privie
cquity funds, FQT Scandinavia 11 and EQT Dannark.
[}Lll'ilig the |*|:riuJ we achieved our aim for these funds.,
Lecan amount of SER 5= billion for EQT Scandimavia
and DRK o billion for EQT Danmark. Investor will
fvest approvimately. SEK 800 mu and approximarely
DRK 200 m. respectvely in the two funds.

Stockholm, Ocrober 22, 1008

Clies Dablbich
Presaden and (me_f Lxeentive ( JI;’.—’.’P'F‘
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Interim report
January-September 1998

TOTAL RETURN
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Investor's toral return Juring the 2-month perind
ended Seprember go. mas, was negative and amouneed
to —21.7 percent. compared with —g.7 percent for the
SIi\x'kIh »Im Stock ifxti‘l.‘illgr . Investor's net asser value-
amounted 1o SEK =805 N, a decrease of 12 pereent
since vear-end 1997, This corresponds o SEK g0 per
share after full conversion. On Ocrober 20, net asset

value amounted 1o SEK 82307 me. or SEK g1 per share.

INVESTOR'S MAIN HOLDINGS

During the first nine months of the vear, total pur-
chases of shares amounted to SEK 3,245 m. Toral sales
ot shares amounted o SEK 107 m.

I'he largest purchases are broken down as follows:
SEK 1785 m.in ABB, of which SEK 1,230 m. perrained
to acquisittons through call options distributed by
Gambro: SEK 246 m.in Atlas Copeo: SEK 762 m. net
in Electroluy; and SEK 424 m. in Ericsson.

Ihe largest sale was SEK 103 m.. ner, of shares in OM
Gruppen,

Lot sevrn reders tothe s ot shone prece change and dividends

Sl Auromsobale i weporied i book value o the sobomdiaced lan

“4 NVESTOR AR

CHANGE IN THE VALUE OF THE PORTFOLIO 1/1-9/30 1998*

Chatae, SEK M

Astean

Arfas VL open
STORA
SER

VLT it
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g RN shoas each SKF
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Total -12,639

“E i Saafy 45

As reported earlier, a broadening of ownership was car-
ried our in Saab AB during the period, whereby Tnveston
AB concluded an agreement in April with British Avro-
space ple on the sale of shares corresponding o 5.1
pereent ol the capital and 5.0 percent of the voring
rights in the company. In addition, Investor sharchold-
ers in May were offered the opportunity 1o acquire,
through the exercise of purchase rights, 448 pereent of
the share caprtal and 2o.0 percent of the votng righis in
Saab AB, Saab AR shares were thereatter listed on the
O-list of the Stockholm Stock Exchange in June.

In rotal. this transaction provided Investor with SEK
300 mLn payment from British Aerospace and pay-
ment of SEK 2037 m.as a result of the olfering regard-
g the sale of shares in Saab AB, directed ro Investon
sharcholders. The broadening of ownership had a posi-
tive impact on sharcholders” equiry in Investor amount-
mg ro SEK 2,873 m., of which SEK 2,115 m. is reported
i the ncome statement as a capital gain, atcributable 1o
the sale of shares to Brirish Acrospace, and SEK =53 m.
1 hh.!l't‘l‘ll\lx‘]l{'l'\. L‘L"Ll!l\'. ”u‘ amaonint r‘i:porlcd in share-
halders” equity corvesponds to the difference berween
the payment received and the book value of the share:

in Saab AD that were sold 1o Investor shareholder:
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INVESTOR’S MAIN HOLDINGS

a5 of S i yHag
8 tlarkel
humber of an lasn valus
_ampany shares 1000) (00 SEK m
Astra 166,765 15 22,334
Ericsson 651,019 252 9,713
Scania " 52,994 488 7.847
ABB 90,275 199 6,410
Gambro 67,588 180 5,035
Atlas Copco 27,284 83 4,502
STORA 53,029 3,951
SEB 48,471 427 3,320
WM-data 10,061 729 2,636
OM Gruppen & 13,067 1 1,593
SKF 14,955 o 1,481
Saab AB 21,612 1,459
Electrolux 13,347 Ba 1,375
SAS 13,156 18 1,184
Total 72,840
talatio 10 the §2 904,181 charss not encurnbered 1 i .
Or wineh 4,200 W0 shares valued a1 marker valus legs thioipoi
Miost heawly traded class ot share
Afte I cliluitin
Market value, main heldings
13598 1948 1997
sEKm, 104200 30 12§31
Market value,
main holdings 77,184% 72,840 83,9712

The value of the main holdings, adjusted for net changes,
decreased by 15 percent durig the period. rxrfm‘hng
Saab. The OMN index decreased during the same period
by £ percent.

Dividend income from Investor's main hn]ding:- ANOUNT-
cd to SEK 1,841 m. during the period.

NEW INVESTMENTS AND OTHER HOLDINGS

Investor actively seeks new growth-oriented investments
which complement current holdings and of  which
some have the potendial ultimately be included
among lavestor’s main holdings. From vear-end 1998
the management of the new investments unit will be
moved to the office in New York, where Investor's activ-
ities will be expanded. The purpose of this change 15 to

gain greater geographic proximite ro nost of the new

|l‘J.L']'.Jd|['.I_g 2o prereennol the shaves i Saah AR o market valu

Inclading oo percent of the shares i Saab Alvar book vl

Share price Share o Share of
pertormance portialic capita
1998 1 (% b o) rigl
-3 31 10 12
-1 13 3 22
-17 i 26 42
-24 9 10 13
-48 7 20 26
-30 6 15 2
-26 5 17 20
-32 4 8 9
+B3 ] 14 6
+40 2 16 16
-43 2 13 30
2 20 36
-7 2 4 21
-22 2 19 19
100

investments currently under considerarion and ro be able
to better moniror the secrors pnurin/.cc[ I Investor for

NeW investments.

The rotal value of new imvestments and other holdings
at the end of the period was SEK 7034 m., excluding

haldings of Investor's own converrible debentures,

CONSCLIDATED INCOME AND MET DEBT
Investor's pretax income. excluding unrealized value
appreciation, amounted to SEK {000 m. 13051 Net
income amounted o SEKN po7rm. (108 1

At the end of the period. the Group had a ner debr ot
SEK 13,802 m., rnmp-.m*d with SEK 8,011 m. at vear-end
1997 The main reasons for the difference are share pur-
chases carried our and effects attriburable to the broaden-
ing of ownership in Saab AB. Net debt reporred at the
end of the period includes a debr ro Saab AB of SEK 3,120
m.. which will be replaced with other hnancing — mainly
external borrowing - during the remainder of 1998,

STRUCTURE OF SHARE CAPITAL

AND CONVERTIBLES

On Seprember 4o, 1908, Investor's share capital amouni-
ed ro SEK 4773 m., rt‘prt'sclm‘d l\}' 1w million shares
On the same dare, the nomimal amount of Tovesion

INVESTOR &0
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STRUCTURE OF SHARE CAPITAL AND CONVERTIBLES

Mool
“lass of share Na. of shares yoting rights
Before conversion A 1vote 77,922,711 77,922,711
B 110 vote 112,982,730 11,298,273
Total 190,905,441 895,220,984
Convertible debenture loans" B 110 vote 9,290,313 929,031
After conversion Al vote 77,922,711 77,922,711
B 1/10 vote 122,273,043 12,227,304
Total 200,195,754 90,150,015
The normmal value of the loans s SEX 1,318 m. and the debentures carry 8.00% interest until June 21, 200

convertible debenture loans totaled SEK 1,508 m, OF this
amount, SEK 1025 mu pertained o the Joan denomin-
ated i Swedish kronor and SEK 213 m. to the loan
denominated in ECUL On Seprember jo, 1998, Investor's
own holding in the loan denomimared in Swedish kronor
amounted to SEN Sgg m. and SEK 2oy mu i the Toan
denominared in ECLL In toral, this corresponds o go

percent of the valume of convertible loans outstanding,

ACCOUNTING PRINCIPLES

This interim report has been prepared in accordance
with Investor's former accounting principles. Under
Sweden's new Annual Accounes Act, which became
etfective in 197, certain of Investor’s main holdings as
assoctated companies must be reported according ro the
eqquity method. These revised consolidated accounts will
be prepared and made available as soon as the necessany
documentation regarding the holdings concerned has

Leen received, most likely m late November yus.

Stockholm, Qctober 22, 1998

Chacs Dablbeck
President and Chief Lcecutive ( Mheer

This witerine eeport bas nat been subject te speeific veview by thy

(.‘L‘FHFH'H'\‘ 5] ii'lk!‘h’t.‘l'.‘.

& mveston e

% ot

capital
40.8
59.2
100.0

38.9
61.1
100.0

= CONVESIoT

SER

86.4
13.6
100.0

149
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Group, Net Asset Value

Astra

Ericsson
Scania

ABB

Gambro

Atlas Copco
STORA

SEB
WM-data

OM Gruppen
SKF

Saab AB 2
Electrolux

SAS

New investments and other holdings *
Total

Saab Automobile 50% 9
GHH Grand Hétel Holdings
Land and real estate
Other assets and liabilities
Total investments

Net debt/net cash excluding Saab AB
Debt ABB purchase 3

Scania shares restricted by warrants 5
Loan Saab AB 7t

Total net asset value

SERShare

112
49
39
32
25

] E

L

432

26
-15
390

9/30 1998

EK i
22,334
9,713
1,847
65,410
5,035
4,502
3,951
3,320
2,636
1,593
1,481
1,459
1,375
1,184
9,612
B2,452

2,890
1,180
430
-370
86,632

-10,682

5,185

-3,120
78,015

G wehieh &, 200,000 shares valued a1 marker value less thagratical marke: value of call options ssuend
U As ol Septamber 20, 1998 fwestor's 20.3% haolding in Saat AB fas been valuad al market value
The previoas year pertans 1o 100% of Sash AR at 2 value coresponding 10 book vaiie of the

sharsholders equimy In the company

“ncluding investur's baldieg of s own canver inles, market value SEK 2,528 m inenn value SEX 1094 m)

a5 0t Segtempar 290, 1998
“Subeedinated luan

" Leht according to agreement with Incentive Gince uly 1, 1992, Camorol repaid in Jenuary 1998
45 af Seotember 30, 1998, 38,051,014 shares are velued at markel value 'ess mmarket value of distbuted

coveraed warrants
CLoan fram Saaly AR will Bie repand donng 1448

SEK/share
115
45
47
29
48
E
26
24

7

7

12
16

5

8

44
464

486

-32
28
-46

12/31 1997
SEK m
22,920
9,048
9,418
5.839
9,665
6,150
5,273
4,871
1,444
1,386
2,378
3,001
975
1,513
8,760
92,731

2,890
850
480
260

97.211

1,093
—-6,368
5,577
-9,104
88,409

IMWVESTOR A8



Group, Consolidated Income Statement
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1998 1997 1997
SEK m 171-9¢3 11-9/30 W1-12/31
Net revenue
Dividend income, main holdings 1,841 1,683 1,683
Sale of ather securities, etc. 15,383 6,561 11,625
Cost of sold other securities,
administrative expenses, etc. -15,006 -6,434 -11,863
Other operating revenues
Capital gain, Saab AB 35.1% 2 2,115
Capital gains, main holdings 266 3,197
Operating income 4,599 1,810 4,642
Net financial income/expenses -699 -405 -739
Income after financial items 3,900 1.405 3,903
Tax -229 -37 93
income for the period 3.671 1,368 3,996
Specification of operating income:
Dividend income, main holdings 1.841 1,683 1,683
New investments and other holdings 798 555 370
GHH Grand Hotel Holdings 59 58 74
Others -6 -41 -74
Administrative expenses -474 -445 -608
Capital gains, main holdings
Saab AB 35.1% # 2,115
Others 266 3,197
4,599 1,810 4,642

U Seal AR 15 not included in the rarmparative iqures for 1997
Y Met alter estirnated toral sales costs of SEK 300 m. related to the broadening of ownership im Saab AZ

8 uvEsTOR AR
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Group, Balance Sheet at Market Value

1997
SEK m 12/31
ASSETS
Equipment and real estate, etc. 1,870 1,599
Shares and participations 1 & 87,637 98,342
Receivables 3,532 3,599
Cash and short-term investments 460 4,983
Total assets 93,499 108,523
SHAREHOLDERS' EQUITY AND LIABILITIES
Shareholders’ equity 2 29,387 26,878
Surplus values arising from market valuation 47,248 60,171
Convertible debenture loans 1,380 1,360
Provision for pensions 314 313
Loan Saab AB# 3,120 9,104
Other loan liabilities 10,828 3,577
Other liabilities 1,222 7.120
Total shareholders’ equity and liabilities 93,499 108,523
Equity/assets ratio 83% 81%
NET DEBT
Cash and short-term investments 460 4,933
Loan Saab AB® -3,120 -9,104
Other loan liabilities -10,828 -3,577
Provision for pensions 314 -313
Total net debt -13,802 -8,011

Saab AP is ot conseldated o the camparative igures tor 1987 The value nf Saah A8 5 ncluded in

Snares anc parmcoations with SEK 3,091 m correspending 1o 130% of sharshoiders: squity

as ol Decembar 31, 1997
S0P wehicn 4 200,000 DN sharss valisrl at marest value ess thearetical market value of distrbuted covered warrarts
' Sharenoders' eguity changed aunng the penod

Coening baiance 26,872
Linciend 1 shareholdery 1,907
Eftect on sharaholdars' aquity ot distrbution

of Saab AB purchase nahts 0 Invastor sharenolders 758

Lemial gan Saah AR from the sale of 25 1% tc Bunish

Arruspace, net alter L1l 2ales rosts 2115
Other ncame lor the penod 1 b6 3671
Dther channes -1%
Balaree al clase of pernod 29,357

LoLoan trom Saab AB wall be repaid during 1928
= Shareholders enuty nelucing converntle detenture lasas i selation to 1014l assels

INESTOR AR
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Group, Statement of Cash Flows

SEKm

Cash flow from continuing operations
Dividend income

Operating income other operations/administrative

expenses befora depreciation !
Net financial income/expenses
Tax paid

Change in working capital
Investments, main holdings, etc.
Sales, Saab AB 35.1%
Sales, main holdings
Payment purchase rights Saab AB
Purchases, main holdings
Payment ABB shares?}
Other investments, net
New investments and other holdings
Other fixed assets, tangible and intangible
Dividends to shareholders
Contribution Saab AB
Other items
Changes in long-term receivables/liabilities, etc.
Financial deficit

EFFECT ON FINANCING

Decrease/Increase in liquid assets (+/-)
Increase/Decrease in loans from Saab AB (+/-)
Increase/Decrease in loans (+/-)
Decrease/Increase in provision for pensions (—/+)
Total effect on financing o

U kxcluging dwidends, capiral gans and eguiydenvatve trading

380
-675

784
86

3,500
107
2,137
3,243
-6,368

-529
-312

-1,907

a7
-5,792

4,523
-5,884
7,252

5,792

"Dkt wciording 1o agreement wath Incentive (since July 1 19%3, Gambros, nepaid) m January 1908

10 wveston ag

1997
1/1-12431

1,637

-507
-728
123
525
-588

4,141

-5,225

-304

-12

-1,908

-1.393

-520

-5,284

2,736
1.225
1,385

5,284



Investor AB is the largest Swedish industrial holding company. It

generates value for the sharcholders dhrough long-term acrive

U\v\'lll‘.‘l’h’ilip, active investment l‘ll‘(‘!'ﬂﬂl"’lﬁ .\I'h.'l I'l'.‘ldil'lg. Qver lhl‘

A5 25 VeIrs l]’lt‘ average total .Il'}l']klrl] Telurm Lo th‘ 5}1.’11‘&']!1][&{&!!‘5
L 2N ) &

has exceeded 20 percent.

Investor AB owns 50 percent of Saab Automobile and a

pnrtf'nlin of major ]mldings i a number of Sweden's |;u'gc>l.

most internationally active industrial companies, These include
Astra, Eriesson, Scania, ABB, Gambro, Adas Copeo, STORA.
S E B, WM-data, OM Gruppen, SKE Saab AB, Elecrrolux
and SAS, Tts largest sharcholders are the Wallenberg family

foundations and a number of murual and pension funds.

Investor AB 1s based in Stockholm, with offices in Hong Kong,

[London and New York.,

www.investor.se
INVESTOR AB (publ) INVESTOR UK LIMITED INVESTOR ASIA LIMITED
sp-ag 42 Stackholing, Sweden pon, Hll Sereet ol Lo Bxelunge Square,
Nsttng addiess, London wix =1 Contral
Yaenialagatin & lebephones + 44171504 5000 Flong Kong
Telephaone: 4 go-8-trg 2000 Fax: 4 44-171- 514 5000 [elepltone: F850-0801 6815

Faxe 4 LR ST LT B e

Fax: +85:2-2810 400

INVESTOR

INTERNATIONAL (U.5.), INC
120 Park Avenue gqed o

New York, NY w20
Telephiome: Fie-zadeoan

Fax: +1-212-508-0001



