Replies to questions on the presentation “Ericsson: Looking to the Future”

10/27/03

Questions:

1. How did Ericsson’s stock price react to the joint venture w/ Sony?

At the time of the joint venture, Ericsson’s stock was already well on its way to its low of $3.18 after peaking at more that $267/share.  The joint venture, unfortunately, was poorly time and actually helped to further push Ericsson’s stock down.

2. Why has Ericsson stayed out of Africa? Just lack of demand for phone service in general? Because the lack of landlines over there could lead to booming cell phone business.

Africa, as a whole, is the most unstable economic environment into which foreign companies can enter.  Not only is the infrastructure weak, but the political risks that Ericsson would assume cannot be hedged away, despite all the potential wireless 

3. Do you think that Nokia can be reached in terms of market share?

Absolutely not!  Nokia’s market share is so far ahead of all the other players that it would take a serious mistake on their part for anyone to even begin to catch up.  Ericsson gave up on it’s quest to take away from Nokia’s market share, turning instead to the joint venture with Sony to generate new revenues without incurring so many costs.

4. Where did Ericsson stand on the adoption of Euro for Sweden?

Ericsson, like most Swedish MNCs, wanted Sweden to join the EMU.  They would have no longer had to continue all their forex hedging operations and would actually have been more competitive in the European theater.  Now, with the drastic appreciate of the krona, Ericsson is really feeling the pressure of the failure of the September referendum.

5. How do you think Sweden’s decision not to join the Euro (ECM) will affect Ericsson?

As we recently have seen, the drastic appreciation of the krona against the dollar and the euro have made Swedish (Ericsson’s) exports less competitive.  If Sweden had joined the EMU, then Ericsson would not have to worry about this factor in Europe.  Also, Ericsson must continue its hedging strategies to compensate for potential forex fluctuations.  If Sweden had joined the EMU, Ericsson could stream that revenue into expanding its service and strategy divisions instead of using it to mitigate the forex risk.
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