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I N T R O D U C T I O N

■  in brief

■ The  inflation rate averaged . per cent.
Economic growth in Sweden came to . per
cent, according to the Riksbank’s most recent
estimate.

■ Stability in the financial system continued to
be good.

■ The repo rate was lowered by . percentage
points to . per cent on  March, with effect
from  March. On  June the repo rate was
cut to . per cent, with effect from  June.
On  July the repo rate was further cut to .

per cent, with effect from  July, and was kept
unchanged during the remainder of the year.

■ Lars Heikensten took office as the new gover-
nor of the Riksbank on  January and at the
same time Eva Srejber assumed the position
as first deputy governor and Irma Rosenberg
as deputy governor.

■ Monetary policy received considerable atten-
tion because of the referendum on whether
to adopt the euro, which was held on  Sept-
ember. The result of the referendum is that the
Riksbank will continue to conduct monetary
policy according to the same principles as before.

■ During the year, the Riksbank published four
Inflation Reports and two Financial Stability
Reports. The members of the Executive Board
made a total of around  public speeches.

■ A letter of intent was signed with Securitas
regarding transfer of the major part of the
Riksbank’s commercial activities regarding
cash management in Pengar i Sverige AB to
Securitas Värde AB.

■ An agreement was reached with Crane & Co
Inc. regarding the final transfer of the paper
mill and banknote printing works at what was
previously known as Tumba Bruk, now Crane
AB. The Riksbank decided to fund a factory
museum at Tumba.

■ Production and development of financial mar-
ket statistics and of parts of the balance of
payments statistics were transferred to Statistics
Sweden, .

■ The Riksbank reported a loss of  . million.
The strengthening of the krona had a negative
effect on the result of  . billion.

Above: Karin Bjers and
Eva Stenström, Communi-
cations Department. Left:
Teachers on a visit to the
Riksbank. 



THE YEAR IN FIGURES  

Key data 2003 2002 2001

At year-end

Result for the year (SEK billion) -9.3 -0.1 19.3 

Gold and foreign exchange 
reserve (SEK billion) 161 169 165

No. of employees 439 437 427

Repo rate (per cent) 2.75 3.75 3.75

Short-term rate (three months
T-bills, per cent) 2.65 3.57 3.70

Long-term rate (ten-year 
gov’t bonds, per cent) 4.78 4.71 5.35

Yearly average

GDP (percentage change) 1.5* 1.9 0.9

Unemployment (per cent) 4.8* 4.0 4.0

CPI inflation 
(percentage change) 2.0 2.4 2.6

Underlying inflation 
(percentage change) 2.3 2.5 2.8

*Forecast according to the Riksbank’s Inflation Report 2003:4.
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I N T R O D U C T I O N

■ The year in figures 

Lars Heikensten took office
as Riksbank Governor on
1 January 2003. 

Deputy Governor Kristina
Persson (middle) in conver-
sation with members of
the diplomatic corps during
a visit to the Riksbank.
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■ Statement by the Governor

There was a lively debate on monetary policy and
the role of the Riksbank among the general pub-
lic in Sweden prior to the referendum. The Riks-
bank took no part in the campaigning but provided
factual information. The Riksbank considered it
important to retain the confidence of the general
public regardless of the outcome of the referen-
dum. At the same time, many of the bank’s staff
were deeply involved in preparing for a potential
membership of the currency union. This inclu-
ded preparations for a possible cash changeover,
changes to the payment system and ensuring that
Sweden would be ready to join the exchange rate
mechanism, , if the government decided to
apply. When the outcome of the referendum be-
came clear, these preparations were “put on ice”
to await a possible new decision on the euro issue
in the future. Now the Riksbank is continuing its
work in accordance with the principles that have
guided us in recent years; honing our economic
analysis, further streamlining our activities and
making new efforts to increase transparency.

ECONOMY ABOUT TO IMPROVE

It is now approximately ten years since the Riks-
bank began to conduct monetary policy on the
basis of an inflation target. This has been a decade
of good economic growth for Sweden. Inflation
has also been well in line with the Riksbank’s target;
since   inflation has stood at . per cent
on average, while underlying inflation, measured
by the  index, has averaged . per cent. 

After two dramatic years – with substantial
stock market falls and weakened economic activity
– there were hopes of a recovery during .
However, the upturn was checked, partly as a re-
sult of the war in Iraq. This contributed to the
Riksbank cutting its repo rate in three stages over
the summer, by a total of one percentage point.
The situation changed during late summer and
autumn. More and more incoming data indicated
that international growth was improving. This

meant a greater probability that the Swedish eco-
nomy was also rising out of the downswing of
recent years. At the same time, the Swedish in-
flation rate fell, mainly as a result of electricity
prices falling back again. During the late autumn
there were also signs of decreasing domestic price
pressure, which was connected with a weak labour
market and improved productivity. Inflation over
the year was in line with the Riksbank’s target; the
average  inflation rate was . per cent and the
average  rate was . per cent. The growth
rate is estimated to have been . per cent.

The tentative economic upturn has brought
about improved resilience in the banking system.
Despite a continuing high level of lending to
households, there was no reason during the
autumn to fear a large increase in loan losses.
Financial stability was judged to be favourable.

FOCUS ON CORE FUNCTIONS

The Riksbank has endeavoured since the mid-
s to concentrate on its core functions. This
is why the bank’s activities with regard to cash
distribution and the manufacture of banknotes
and coins have largely been transferred to other
entities. A couple of crucial steps were taken at
the end of  to complete this task. A letter of
intent was signed with Securitas Värde AB on
transferring to the latter the major part of the
activities within the Riksbank’s subsidiary Pengar
i Sverige AB. In addition, the sale of Tumba Bruk
to the  company Crane & Co Inc. was finalised.
When these measures come fully into effect, the
number of employees within the Riksbank and
its subsidiaries will have been halved compared
with the situation at the beginning of . The
Swedish Mint at Eskilstuna was sold to the Finnish
Mint at an earlier stage. In connection with the
Riksbank now leaving Tumba, work has begun
on building up a factory museum, which will
illustrate the history of Swedish banknotes and
coins and be managed by the Royal Coin Cabinet.

From the Riksbank’s point of view, the year 2003 was dominated by the referendum on the euro

on 14 September. The outcome of the referendum means that the Riksbank will continue to conduct

monetary policy and to promote financial stability according to the same principles as before. An

intensive development is currently underway within all areas of the Riksbank’s activities. 
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I N T R O D U C T I O N

The changeover in cash distribution has been
an extensive process, which has taken longer time
and entailed greater costs than the Riksbank had
originally envisaged. The Riksbank’s ambition has
been to find solutions that benefit the economy as
a whole as well as make the operations concerned
as efficient as possible. We have also endeavoured
to provide a good potential for development in
the form of new, professional owners. In the case
of Tumba Bruk this has been successful – the new
Crane AB appears to have good prospects for
developing into a competitive export company. If
the agreement with Securitas is realised in accor-
dance with the letter of intent, the commercial
part of cash distribution will also become part of
a larger, more professional ownership structure.
The central bank-related part of cash manage-
ment remains to be defined and the work on de-
veloping an efficient overall structure is continuing
in association with private parties.

COST CONTROL AND FUTURE DEVELOPMENT

The Riksbank’s administrative costs have increased
at a non-negligible rate in recent years. The main
reasons for this are major investments in  sys-
tems, teletechnical equipment and premises. Many
of these projects have now been completed. It is
time to reap the benefits of the targeted improve-
ments in efficiency. A number of cost-reduction
measures have already been taken in the working
budget during . The efforts to improve cost
control continue and will be expressed in, for in-
stance, a clearer allocation of responsibility with
regard to purchasing of  systems and in a re-
duction in the number of staff. It is my aim to
sustain the Riksbank’s position as a cost-efficient
central bank in international comparison.

Exciting changes are taking place in almost all
parts of the Riksbank’s activities. A few examples
are: A new vision has been produced for our 
work and the  Department is also being reor-
ganised. Activities within the monetary policy
area are being reorganised and new forecasting
methods are being discussed. The work on fin-
ancial stability has developed rapidly in recent
years, in line with increased internationalisation.
An external assessment of the stability work, with
the assistance of leading international experts,
will be concluded in . Transparency has been

a guiding principle for the Riksbank’s work during
a number of years now, and we are taking further
initiatives in this field. For instance, we will soon
have a new website, we are producing an educa-
tional film about monetary policy for upper secon-
dary schools and we are planning educational
seminars for journalists. 

It is a great privilege to be governor of the
Riksbank with the exciting and important tasks
that have been entrusted to us and with all the
inquisitive, enthusiastic and competent staff mem-
bers that we have in our organisation. I shall con-
clude by thanking all of the bank’s employees for
their excellent work over the year. Allow me to
also thank my colleagues on the Executive Board,
and the General Council of the Riksbank, for
pleasant, fruitful cooperation.

Stockholm, February 

Lars Heikensten

Governor of the Riksbank Lars Heikensten.
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■ The tasks and role of the Riksbank

PRICE STABILITY

The Riksbank’s interpretation of the objective of
price stability is that inflation should be kept at
a low, stable rate. This aim for monetary policy
provides good conditions for favourable and sus-
tainable economic growth. During the s and
s inflation rose considerably in many count-
ries and hampered conditions for growth and em-
ployment. Most central banks around the world
therefore focus, like the Riksbank, on maintaining
inflation at a low, stable rate that companies and
households can rely on when planning their eco-
nomic and financial activities. 

The Riksbank has defined the price stability
target as an increase in the consumer price index
of  per cent. However, in practice, monetary
policy has often been guided also by a target for
underlying inflation. A tolerance margin of plus/
minus one percentage point around the target

has been specified. The Riksbank’s interest rate
decisions are mainly based on a forecast of the
path of inflation one to two years ahead. This
forecast horizon is the time required for a change
in the interest rate to make full impact on prices.

FINANCIAL STABILITY

The payment system and the supply of credit play
a central role in ensuring that the economy func-
tions efficiently. A problem in one of Sweden’s
major banks risks disrupting fundamental func-
tions in the intermediation of payments and supply
of credit, which could in turn lead to large costs
for the national economy. The experiences of the
banking crisis in the early s have certainly
not been forgotten.

It is more difficult to quantify the objective of
promoting a safe and efficient payment system
than the price stability objective. The Riksbank

Sveriges Riksbank is Sweden’s central bank and a public authority under the Riksdag, the Swedish

Parliament. The Riksbank’s operational objectives are to maintain price stability and to promote a

safe and efficient payment system. The Riksbank is also responsible for supplying banknotes and

coins in Swedish kronor. 

An open dialogue with
financial institutions, the
Swedish Financial Super-
visory Authority and other
authorities is an important
aspect of the Riksbank’s
stability work. Lars Nyberg
is Deputy Governor of 
the Riksbank and Martin
Andersson is Head of 
the Financial Stability
Department.
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O F  T H E  R I K S B A N K

has chosen to operationalise a target by issuing
bi-annual reports on the stability of the Swedish
financial system. In these reports the Riksbank
assesses the risks that problems might arise in the
major Swedish banks and in the central financial
infrastructure. The banks’ customers – the house-
hold, corporate and property sectors – are ana-
lysed in special sections, as problems among them
would be reflected in increased risk-taking in the
banks. Price trends in the property market are
closely monitored, as property is an important
source of collateral for the banks. Other risks in
the banks’ balance sheets (in addition to credit
risks) are also examined. The Financial Stability
Report provides a basis for discussions with the
banks and other financial agents on the risks in
the financial system. However, there is no instru-
ment similar to the repo rate for directly influ-
encing the Riksbank’s stability objective. The
Riksbank shares responsibility for promoting
financial stability with Finansinspektionen (the
Swedish Financial Supervisory Authority) and
with the Riksdag Committee on Finance.

INDEPENDENT STATUS

The Riksdag decided at the end of the s to
give the Riksbank an independent status. Its aim
in formally delegating the task of maintaining
price stability to the Riksbank was that monetary
policy would gain a clearer long-term perspective
and this would create better conditions for credi-
bility. The responsibility for setting the repo rate
has been with the Executive Board of the Riks-

bank since . The repo rate determines what
the banks have to pay to borrow from the Riks-
bank. This rate affects interest rate costs for house-
holds and companies and thereby economic acti-
vity at large. Over the past ten years the Riksbank
has worked on making its activities more trans-
parent and predictable. The transparency has
contributed to making it easier to assess the Riks-
bank’s activities and to creating confidence in
monetary policy.

OPERATIONAL FOCUS

Focusing on qualified analysis and skills, an en-
deavour to attain efficiency, a concentration on
the Riksbank’s core functions, as well as trans-
parency and clarity, are the guiding principles for
the Riksbank’s work. Concentration on the core
functions aims at making the bank’s work as effi-
cient as possible. Qualified analyses are necessary
to make well-founded decisions. The Riksbank
endeavours to be a workplace that fosters a balance
between life and work and provides opportunity
for development.

The Riksbank’s interest
rate decisions are primarily
based on a forecast of
inflation one to two years
ahead. Kerstin Hallsten
is Deputy Head of the
Monetary Policy Depart-
ment and Sara Tägtström
and Hovick Shahnazarian
are economists in the
department’s Forecast
Division.
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■ Monetary policy

WEAK START TO 2003

After signs of an economic recovery marking the
beginning of , growth in the world economy
was subdued from summer  and at the be-
ginning of . The Riksbank and other econo-
mic analysts gradually made downward revisions
to their growth forecasts and expectations of the
timing of an international recovery were post-
poned. There were several reasons behind the
weaker economic activity, including the increased
geopolitical unease and the fact that households
and companies became more cautious as a result
of the stock market downturn. The Swedish eco-
nomy also slackened in early . During the
spring, the Riksbank made a downward revision
to its forecasts for  growth in  and .

The weaker economic activity at the beginning
of  led to more expansionary economic policy
being conducted in many countries. In the United
States, a new taxation package was presented
during the summer, which provided some stimulus
for the economy. The , the Federal Reserve
and other central banks continued to cut their
key interest rates during the first half of the year;
in some cases these reached all-time lows. In
Sweden the repo rate was cut by a total of one
percentage point during the spring and summer,
to . per cent. 

Average inflation in 2003 amounted to 2.0 per cent when measured as an increase in the consumer

price index (CPI). Underlying inflation (UND1X) was 2.3 per cent on average. Behind these figures

lie large fluctuations in the general rate of price increase over the year, primarily as a result of strong

fluctuations in energy prices. In the Riksbank’s latest Inflation Report, GDP growth was calculated to

have been 1.5 per cent while employment was estimated to have declined marginally. This means

that Sweden has come through the recent slowdown with a better economic development than, for

instance, the euro area. Surprisingly weak international and domestic economic growth at the be-

ginning of the year contributed to the repo rate being cut during spring and summer by a total of

1 percentage point, to 2.75 per cent. A gradually more positive view of economic prospects during

the latter part of 2003 led to the assessment that inflation would develop in line with the target

level one to two years ahead and this resulted in the repo rate thereafter being left unchanged. 

The monetary policy target
■ According to the Sveriges Riksbank Act, the monetary policy target is “to maintain

price stability”. The Riksbank has specified the target as limiting CPI inflation to
2 per cent with a deviation range of ± 1 percentage point. In order to influence
inflation, the Riksbank varies its steering interest rate, known as the repo rate.

■ It is estimated that monetary policy has its greatest impact on inflation with a time
lag of one to two years. The Riksbank therefore bases its policy on an assess-
ment of the path of inflation during that time horizon.

■ Monetary policy can be described in simple terms with the aid of a rule of thumb.
If the Riksbank’s inflation forecast one to two years ahead shows that inflation
will deviate from the set target, the repo rate will normally be raised, if inflation
is expected to exceed the target, and lowered if inflation is expected to be lower
than the target level. 

■ The Riksbank has also stated that there may be reasons to disregard temporary
changes in inflation, and in this case it will be made clear when decisions on the
repo rate are taken. Another reason for departing from the rule of thumb is that
a return to the targeted rate in one to two years’ time could have considerable,
adverse consequences for production and employment. There may then be good
reason to aim for a more gradual return of inflation to the target level.

According to the Sveriges
Riksbank Act, the mone-
tary policy target is “to
maintain price stability”.
To influence inflation the
Riksbank varies its key
rate, the repo rate. 

DIAGRAM 1

GDP growth in OECD 19. 
Outcome and forecasts made
over the year.
Percentage 12-month change

Sources: The OECD and 
the Riksbank  
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SIGNS OF A RECOVERY

During the autumn it became increasingly clear
that the expansionary policy conducted in many
countries was beginning to make an impact. The
tentative recovery that had been predicted appear-
ed more probable. Demand in the United States
was an important motor for the improvement in
economic activity and investments in the  busi-
ness sector showed an upturn. Private consump-
tion continued to show strong growth. Economic
growth was actually slightly stronger than expected
and the view of the  economy gradually became
more optimistic. Growth in the euro area re-
mained at a slower rate than the rest of the world,
but there were increasingly clear signs of a reco-
very here, too, at the end of the year, as well as
increased optimism.    

Developments in the financial markets also in-
dicated that economic activity was about to im-
prove. The upturn in stock market prices around
the world, which began in the spring, continued
throughout the year. International long-term in-
terest rates reached all-time lows in June, but then
rose again during the summer. 

The December  Inflation Report contained
an expectation that the international recovery
would result in  growth in the  area
amounting to  per cent in , almost  per
cent in  and slightly less than this in .
In June, a slight downward revision was made to
the assessment for  and since then a slight
upward revision has been made. However, the

DIAGRAM 2

Key interest rates 1999–2003 
for Sweden, the euro area and
the United States.
Per cent

Source: The Riksbank
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DIAGRAM 3

Stock market developments in 
Stockholm (SAX), New York
(S&P 500) and Frankfurt 
(DAX). 
Index 1 January 2001=100 
Daily rates

Source: The Riksbank
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DIAGRAM 4

GDP growth. 
Percentage 12-month change and contribution in per cent

Note. Forecast for 2003 as 
contained in Inflation 
Report 2003:4.

Sources: Statistics Sweden and 
the Riksbank
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forecast for  has remained largely unchanged
throughout the year. Despite the international
recovery, the view of growth in Sweden’s export
markets was gradually revised down, mainly for
, but also for the following two years. The
reason for this was that imports showed weaker
growth than anticipated in countries important
to Swedish trade. 

Signs that a tentative recovery had also begun
in Sweden increased during the second half of the
year. It was already clear during the summer that
the outlook for the Swedish economy was some-
what brighter; National Accounts data showed
that the first half of the year had not been as weak
as feared. This contributed to an upward revision
of the growth forecast for . The main motor
behind growth in  was household consump-
tion; investment showed a weak development.
Net exports had only a marginal effect on growth.
All in all, according to the December Inflation
Report, growth was . per cent in , while
in  and  the growth rate in  is ex-
pected to be . per cent. This growth forecast
means that resource utilisation is expected to show
only a weak increase during the forecast period
and thus remain moderate until the end of .

THE PATH OF INFLATION

The inflation rate according to the consumer price
index () amounted to . per cent on average
during . However, the underlying inflation
rate (measured according to ) amounted to
an average of . per cent. Behind these figures
lie large fluctuations in the general rate of price
increase. The main reason was substantial fluctua-
tions in energy prices. When adjusted for energy
prices, the average inflation rate was close to one
percentage point lower. 

 inflation rose from just over  per cent at
the end of  to just below . per cent in Feb-
ruary . The main reason was that electricity
prices rose as a result of water shortages in hydro-
electric power stations and oil prices rose as a
result of the Iraq crisis. Large increases in admin-
istratively priced services, such as vehicle inspec-
tions and local government taxes also made a
contribution. Inflation then fell back below  per
cent, partly as a result of the fall in energy prices
during the spring and summer. Another contribu-

CPI

UND1X excluding energy

UND1X

DIAGRAM 5

Different measures 
of inflation.
Percentage 12-month change

Sources: Statistics Sweden and 
the Riksbank
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DIAGRAM 6

Different measures of 
underlying inflation.
Percentage 12-month change

Note. The alternative measures 
are calculated on the basis of 
CPI divided into around 70 
different groups. UND24 is 
weighed together with weights 
adjusted for historical standard 
deviations in the deviation 
between total CPI and the 
respective aggregate over the 
past 24 months. In trim85 the 
7.5 per cent most positive and 
the 7.5 per cent most negative 
price changes each month have 
been excluded.
 
Sources: Statistics Sweden and 
the Riksbank
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Different ways of measuring inflation:
■ Consumer price index (CPI): Measures how consumer prices develop on avera-

ge for private domestic consumption as a whole. 

■ Underlying price index (UND1X): CPI inflation excluding household mortgage
interest expenditure and the direct effects of changes in indirect taxes and sub-
sidies.

■ Domestic underlying inflation (UNDINHX): UND1X excluding mainly imported
goods and services.

■ Imported underlying inflation (UNDIMPX): UND1X excluding mainly domesti-
cally-produced goods and services. 

■ Harmonised index of consumer prices (HICP): An EU-harmonised index produ-
ced to measure inflation in the EU area and enable comparisons between EU
countries. A large part of the price trends for home-owners included in CPI are
not included in HICP. On the other hand, HICP includes certain components
not currently included in CPI, such as charges for childcare and care of the
elderly. 
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tory factor was a lower level of resource utilisation
in the economy. Falling prices on imported goods,
excluding oil, also had a subduing effect on infla-
tion during the second half of . One impor-
tant explanation for this is the krona appreciation
that has taken place since the very low exchange
rate in .  inflation, which includes house-
holds’ mortgage interest expenditure, was also
subdued by the Riksbank’s interest rate cuts at the
end of  and in .

The Swedish inflation rate was higher during
 than the inflation rate in the euro area ac-
cording to the  index – the price index used
in comparisons between  countries. The annual
rate of increase in this price index amounted to
an average of . per cent for Sweden, compared
with a preliminary figure of . per cent for the
euro countries. However, inflation adjusted for
energy prices was lower in Sweden than the euro
area.

Energy prices will remain of vital importance
to inflation trends in the coming years. They did
not fall as far as the Riksbank had anticipated
during . However, the assessment is still that
both electricity prices and oil prices will fall during

the forecast period. An indication of this can be
seen in the market pricing of electricity and oil
futures. 

Another factor that has significance for inflation
is the development of the exchange rate, which
affects the impact price changes on imported pro-
ducts have in Sweden. The krona exchange rate
has strengthened during  and  against
the currencies in the countries with which Sweden
trades most, that is to say, in terms of the 

index. This is probably mainly due to good growth
prospects, relatively sound public finances and a
continued surplus on the current account. During
the summer the krona weakened against both the
euro and the dollar. This was considered to be
due to uncertainty over the result of the referen-
dum on whether Sweden should adopt the euro.
Following the euro referendum, the krona streng-
thened relatively quickly. Seen over the course of
the year, the krona has developed roughly in line
with the assessments made. The forecast made
during the year was that the krona would continue
to strengthen in the near future to an average of
around  ⁄ during  and .

A third factor with significance for inflation

Journalists gathered inside
the Riksbank’s main en-
trance in connection with
the publication of the 
Inflation Report and in-
terest rate decision on 5
December. 
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trends in coming years is the development of do-
mestic price pressure and cost pressure. As already
observed, the growth forecast in the December
Inflation Report assumed that resource utilisation
would only show a weak increase during the fore-
cast period. Domestic price pressure is therefore
expected to show only a marginal increase. Mode-
rate wage increases combined with a relatively
favourable productivity growth are expected to
contribute to a relatively slow increase in wage
costs per hour worked.

MONETARY POLICY DECISIONS

At the beginning of  the repo rate was .

per cent. The repo rate was cut by a total of one
percentage point at the monetary policy meetings
in March, June and July. 

In March, the repo rate was cut by . per-
centage points. The reason for the cut was the
deterioration in economic prospects and the fact
that the forecast for future demand in Sweden
and abroad was expected to lead to a decline in
resource utilisation and in inflationary pressure.
The decision to cut the repo rate was also influ-
enced by the concern and uncertainty connected
with the threat of war in Iraq.

In June, a further downward revision was made
in the forecasts for resource utilisation and infla-
tion.  inflation was expected to be well be-
low the inflation target both one and two years
ahead. This was also the case when excluding
energy prices. The repo rate was therefore cut by
. percentage points. 

In July, it was anticipated that demand would
be slightly stronger in Sweden than previously
assumed. This was partly because of the Riks-
bank’s interest rate cut in June. Despite an upward
revision being made for inflationary pressure,
 inflation was still expected to be below the
target level both one and two years ahead, regard-
less of whether or not energy prices were included.
Given this, the Executive Board decided to cut
the repo rate by a further . percentage points.

During the remainder of the year the repo rate
was left unchanged. The view of the Swedish eco-
nomy and the international economy had bright-
ened somewhat during the summer and 

inflation excluding energy was now expected to
develop in line with the inflation target.

The substantial impact of fluctuations in energy
prices on inflation raised the question of which
measure of inflation should be used as a basis for
monetary policy decisions. The change in energy
prices was judged to be temporary, which meant
that the Riksbank chose to rely more strongly on
a measure of inflation that did not include energy
prices when making its decision. The Riksbank
has previously explained, in a clarification pub-
lished in , why such temporary changes in
inflation need not affect monetary policy. 

Repo rate decisions 2003
■ 6 February: Repo rate left unchanged at 3.75 per cent.

■ 17 March: Repo rate cut by 0.25 percentage points to 3.5 per cent.

■ 24 April: Repo rate left unchanged at 3.5 per cent. Lars Nyberg and Kristina
Persson entered reservations against the decision and considered that the rate
should be cut to 3.25 per cent.

■ 4 June: Repo rate cut by 0.5 percentage points to 3.0 per cent.

■ 3 July: Repo rate cut by 0.25 percentage points to 2.75 per cent.

■ 14 August: Repo rate left unchanged at 2.75 per cent.

■ 15 October: Repo rate left unchanged at 2.75 per cent. Kristina Persson entered
a reservation against the decision and considered that the rate should be cut to
2.5 per cent.

■ 4 December: Repo rate left unchanged at 2.75 per cent. Villy Bergström and
Kristina Persson entered reservations against the decision and considered that
the rate should be cut to 2.5 per cent.

UND1X 

UND1X excluding energy

DIAGRAM 8

UND1X inflation including 
and excluding energy prices, 
outcome and forecasts 
according to Inflation 
Report 2003:4.
Percentage 12-month change

Sources: Statistics Sweden and 
the Riksbank
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DIAGRAM 11

Net commission income in 
the major banks plus prices 
and turnover on Stockholms-
börsen. (Stockholm stock 
exchange)
Index March 1997=100

Note. Net commission income 
has been adjusted pro forma 
for acquisitions.

Sources: The banks’ reports, 
Stockholmsbörsen and 
the Riksbank
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■ Financial stability

The Riksbank’s analysis of the banks’ resilience
to unexpected shocks is a central element of the
stability work. Its purpose is to indicate at an early
stage tendencies that could threaten the banking
system’s ability to carry out the functions that are
vital to society. One such function is the mediation
of payments; another is supplying credit. The
stability of the banking system is usually closely
linked to economic activity. When economic acti-
vity improves, the banks’ profitability usually im-
proves. This is partly because they earn more on
their borrowing and on operations linked to the
securities market and partly because loan losses
decline. The general state of the economy is there-
fore an important basis for the Riksbank’s analysis
of stability.

Economic prospects improved during the sec-
ond half of . At the same time, profitability
in the major Swedish banks also improved for the
first time since . The improvement in earnings
was from a level that the Riksbank assessed in
June to be satisfactory. The main reason for the
improvement was a reduction in the banks’ costs.
In addition, loan losses were at a low level, which
can be explained by a low level of lending to the
most exposed companies in the  and telecom-
munications sector. Earnings from lending have
been maintained by some expansion in credit,
even during the economic slowdown. During the
s the banks became less dependent on income
from lending. Instead, income from asset manage-
ment, life insurance and other operations linked
to the stock market have gained greater signific-
ance. The stock market fall in recent years has

The Riksbank’s assessment during 2003 was that the stability of the Swedish financial system remained

good. The increased profitability in the banks led to a growth in their capital and thereby a reduction

in risks. This assessment is based on the household sector’s consumption propensity being maintained.

If households become more pessimistic with regard to the future so that the economic upturn is

postponed, borrowers’ ability to pay may deteriorate and the banks’ loan losses could be substantial.

This was observed in the Financial Stability Report published by the Riksbank in November.  

The Riksbank’s assess-
ment in 2003 was that
increased optimism and
rising incomes would lead
to a continued increase in
household borrowing in
coming years.

Profit before 
loan losses

Loan losses, net

DIAGRAM 9

Profit before loan losses  
and loan losses (net) in the 
major banks, accumulated  
over four quarters. 
SEK billion, 2003 prices

Sources: The banks’ reports and 
the RiksbankDec
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Income breakdown in the major banks.
Per cent
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therefore had a negative effect on the banks’ pro-
fitability. The improvement in the stock market
during  meant that the banks’ share-related
operations had a less negative effect on their earn-
ings than in previous years.

The major banks’ tier  capital has also risen
over the past two years. Tier  capital serves as a
buffer in case loan losses should be so great that
they are not covered by income from regular ope-
rations. The banking system has thus coped well
with the recent economic slowdown.

The improved economic prospects reduced the
risk of major shocks affecting the banks in coming
years. The assessment of economic activity was
based on households maintaining their consump-
tion propensity. The stability risk that the Riksbank
emphasised was that households’ optimism could
decline and lead to a postponement of the econo-
mic upturn. A deterioration in borrowers’ ability
to pay could in this situation lead to considerable
loan losses for the banks. 

Almost half of the major Swedish banks’ bor-
rowers are Swedish companies and households,
the remainder are now abroad. Assessment of
the ability to pay among companies and house-
holds abroad has therefore become a central part
of the stability analysis.   

DIAGRAM 12

Corporate sector borrowing and borrowing ratio.
SEK billion and per cent
 

Note. The borrowing ratio is 
defined as total borrowing/GDP 
(right scale). Prior to 1990 the 
four major banks were not 
reported separately.

Source: The Riksbank
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Eva Srejber, First Deputy
Governor of the Riksbank,
spoke in November at the
Swedish Shareholders
Association on the topic
of financial delegation –
how do I keep a check on
those managing my
money?
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(large corporations)

Debt/equity ratio 
(large corporations)
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DIAGRAM 13

Interest coverage ratio and 
debt/equity ratio in small and
large companies. 
Ratio

Note. The interest coverage ratio is 
defined as operating profit/loss plus 
financial income divided by financial 
costs. The debt/equity ratio is defined 
as debt divided by equity. 

Source: UC AB
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CORPORATE SECTOR BORROWING

The banks’ lending to the corporate sector con-
tinued to increase at a weak rate during ,
despite a decline in corporate investment for the
second year in a row. However, corporate bor-
rowing via Swedish and foreign certificate and
bond markets stabilised. This is a market that has
shown strong growth from the mid-s up to
. As investment is expected to increase over
the coming years, the assessment is that lending
to the corporate sector will also rise.  

However, a decisive factor for the banks’ profits
is the borrowers’ ability to pay. An important in-
dicator of how companies can manage their pay-
ments is the debt/equity ratio. After declining
throughout the s, this has now stabilised at
a low level in large corporations and continued
to decline somewhat in smaller companies. This
implies that the companies have a good ability to
pay. However, the interest coverage ratio points
in a rather more negative direction. It has fallen
during  and , which has meant that an
increased percentage of the operating profits
have been used to pay interest. This development
has been particularly evident in newly-started
companies. 

Nevertheless, brighter economic prospects in-
dicate that corporate profits will improve.   

Some improvement in operating profits was
reported as early as . The number of bank-
ruptcies is no longer increasing at the same rapid
rate as before and this indicates a turnaround is
in progress. The stock market expects that listed
companies’ profits will improve in the near future.

Property companies’ ability to pay was also
assessed as satisfactory. This is a sector that has
historically been important for the stability of the
banking system. Profitability declined somewhat
during , but this decline was preceded by
several years of increasing profits. Falling rents
and an increased vacancy ratio in office premises
were important factors behind the deterioration,
which mainly affected the Stockholm region. How-
ever, both the debt/equity ratio and the interest
coverage ratio showed that the property companies
had a good financial position. 

Most payments in the
Swedish economy are no
longer made in cash but
through electronic trans-
fers between accounts.

Debt/disposable income 
(left scale) 

Interest ratio after tax 
(right scale)

DIAGRAM 14

Households’ debts in relation 
to disposable income and 
households’ interest ratio.
Per cent

Note. The interest ratio is defined 
as interest expenditure after tax 
relief divided by disposable income.

Sources: Statistics Sweden and 
the Riksbank
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Prices of single-family 
dwellings

Lending

DIAGRAM 15

Lending to households by 
credit institutions and prices 
of single-family dwellings.
Annual percentage change

Sources: Statistics Sweden and 
the Riksbank Dec
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HOUSEHOLD SECTOR BORROWING

In contrast to the corporate sector, the Swedish
household sector continued to increase its borrow-
ing at a high rate during . The increase was
mainly in borrowing from mortgage institutions.
Considerable demand and rising property prices
have been the main factors behind the strong
demand for credit since . The Riksbank’s
assessment in  was that increased optimism
and rising incomes would lead to a continued in-
crease in lending to households over the coming
years. 

Households’ liabilities in relation to disposable
income have increased significantly since the mid-
s and were at a relatively high level at the
end of . Low and falling interest rates have
meant that the interest burden has nevertheless
remained at a stable and relatively low rate since
. Those households with loans and also fin-
ancial wealth can use the latter as a buffer to pay

interest and loan instalments. The stock market
fall in recent years has led to a significant decline
in this buffer. However, since ,  the stock
market has recovered somewhat. Houses and
tenant-owner apartments are the household sec-
tor’s main assets and their value has risen substan-
tially since the mid-s. Price trends in this field
are particularly important to the banking system,
as houses and apartments are usually used as
collateral for households’ borrowing. 

Despite the high level of household indebted-
ness, the Riksbank’s assessment was that their
borrowing would not comprise a threat to finan-
cial stability over the coming years. Houses were
judged on average to be valued at a reasonable
level, and improved economic prospects were
expected to lead to an increase in households’
disposable income. 

BORROWERS ABROAD

The major Swedish banks’ commitments abroad
have meant that half of their borrowers are now
located in the other Nordic countries, the Baltic
countries and Germany. The economic slowdown
has led to a weak growth in lending to companies
in the Nordic countries and to a decline in lending
to companies in Germany. On the other hand,
household borrowing has continued to increase
as a whole, because of low interest rates and high
property prices. 

The credit risks in German company loans
appear higher than in the corresponding loans
in Sweden, because of the greater uncertainty
regarding economic activity. This also creates
greater uncertainty over German households’
future ability to pay. 

The credit risks with regard to lending to Nor-
wegian companies are also assessed as relatively
high. Company bankruptcies increased by almost
 per cent on an annual rate during the first half
of the year. Although the rate of increase was sub-
dued later in the year, the level remained high.
However, developments in the stock market in-
dicate that the estimated default frequency one
year ahead has declined somewhat.

Economic developments in the Baltic countries
differ from the other countries. The impetus be-
hind growth comes not only from consumption,
but from a strong increase in investment. This is

DIAGRAM 16

The major banks’ 
foreign claims, 
December 2002.
Geographical distri-
bution in per cent.

Source: The Riksbank

Denmark 29%

Germany 14%

Finland 16%

Norway 13%

UK 7%

USA 9%

Baltic states 3%

Other 9%
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reflected in the fact that lending to companies con-
tinued to increase significantly during . As
yet there are no signs of overheating in the Baltic
economies, but rising property prices and increas-
ed lending to property companies indicate that
credit risks may increase. 

THE INFRASTRUCTURE

The Riksbank’s oversight of financial stability also
covers the financial infrastructure. During ,
the safety and efficiency of the payment market
have been assessed according to international
principles.  The Riksbank’s assessment is that ,
the central system for primarily large-value pay-
ments, to a great extent lives up to these principles.
However, the efficiency of the system could be
improved even more by changing the design of
the system and the participants’ payment routines.
In November  new settlement routines came
into operation in the Swedish system for securities
settlement, . After the changes were made,
the Riksbank’s assessment was that  also met
the international criteria. This also applied to
the clearing system for mass payments, . In
September the Swedish krona was included in
the Continuous Linked Settlement, , system,
which reduces the risk of foreign exchange losses.

The Riksbank’s analysis of
banks’ resilience to unex-
pected shocks is a central
feature of the stability
work. Per Mattsson,
Gabriela Guibourg and
Dimitrios Ioannidis work
at the Financial Stability
Department.

The major Swedish banks’
international activities
mean that half of their
borrowers are in the other
Nordic countries, the
Baltic states and Germany.
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■  at the Riksbank

The Riksbank’s objectives are to maintain price stability and promote a safe and efficient payment

system. The following describes how the Bank conducts forecasts and analyses, how decisions are

prepared and what happens when decisions are made and tasks carried out.

Interest rate decision Inflation Report 2003:3

Public hearing in the
Riksdag Committee 
on Finance 
Riksbank Governor Lars
Heikensten is interviewed
in conjunction with the
public hearing in the 
Riksdag Committee on
Finance. 

Ambassadors’ visit 
The diplomatic corps visited
the Riksbank where they
were given a presentation
of the Bank’s tasks and
Swedish monetary policy. 

Interest rate decision

6 Feb

15 Oct16 Oct24 Nov

4 Dec

Dec Inflation 
Report 2003:4

5 Dec

2 Dec

Financial Stability 2003:2

Nobel laureates in economics
Robert F. Engle and Clive
W.J. Granger visit the 
Riksbank prior to receiving
the Riksbank’s Prize in 
Economics in memory of
Alfred Nobel 2003. 

19 Dec

7 Dec

Interest rate decision

School visit
The Riksbank has an in-
formation programme for
students of upper-secon-
dary schools, universities
and colleges. In 2003, a
total of 87 upper-secon-
dary school classes from
the whole of Sweden visi-
ted the Riksbank. 

Sale of subsidiary 
A letter of intent was signed with Securitas regarding
a transfer of the majority of the Riksbank’s commercial
activities in the area of cash management. An agree-
ment was reached with Crane & Co Inc. in respect of
the final transfer of the paper mill and banknote print-
ing works at the former Tumba Bruk. 
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Interest rate decision 

Interest rate decision

Interest rate decision 
The repo rate is lowered
by 0.5 percentage points
to 3.0 per cent.  

Inflation Report 2003:1 
Four times a year the
Riksbank presents its view
of the inflation outlook in
the coming two years in
the Inflation Report.

Euro referendum
The outcome of the refe-
rendum means that the
Riksbank will continue to
conduct monetary policy
according to the same
principle as before. 

IMF Annual Meeting 
in Dubai
Riksbank Governor Lars
Heikensten talks with Roger
Ferguson and Alan Green-
span, Vice Chairman and
Chairman of the Federal
Reserve Board in the United
States, during the IMF’s
Annual Meeting in Dubai. 

Inflation Report 2003:2

Interest rate decision  
The repo rate is lowered
by 0.25 percentage points
to 2.75 per cent. 

17 Mar 18 Mar 24 Mar

20 Sept24 Sept 14 Sept

3 June

5 June

3 July

Interest rate decision14 Aug

4 June

Teacher seminar
Each year the Riksbank 
organises seminars for 
upper-secondary school
teachers on the topic ‘The
Riksbank’s role in the eco-
nomy’. A total of 131 upper-
secondary school teachers
participated in 2003. 

11-12 Aug

Presentation of 
jubilee coins 
Riksbank Governor Lars
Heikensten presents com-
memorative coins to King
Carl XVI Gustaf on the
occasion of the 30th anni-
versary of his accession to
the throne. 

Public hearing in the 
Riksdag Committee 
on Finance 
Twice a year the Riksbank
Governor appears before 
the Riksdag Committee
on Finance for a public
hearing.

Financial Stability 2003:1
The Riksbank publishes
twice yearly an analysis of
the stability of the financial
system in the Financial
Stability Report.
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■ International co-operation

Openness offers good opportunities for learning
from the experiences of other countries. The Riks-
bank values highly in particular its co-operation
with the largest industrial nations in the . The
Bank is also strongly committed to developing
efficient forms of oversight and co-operation on
financial stability within the . In addition to
more formal forms of co-operation, the Riksbank
has an extensive bilateral co-operation with other
central banks, particularly in the Nordic area and
Europe, but also with central banks in other parts
of the world. The Riksbank furthermore provides
technical assistance to developing countries within
the scope of its co-operation with the Internatio-
nal Monetary Fund (), the European Union
and the Swedish International Development
Agency ().

CONSTRUCTIVE G10 CO-OPERATION

The  is an important platform for the Riks-
bank’s international work. It provides opportunities
for co-operation with the largest participants in
the global economy. The  was constituted at
the beginning of the s by the ten largest in-
dustrial nations in the world. The group has taken
important initiatives to increase stability in the

international financial system. The rapid growth
of global capital markets has emphasised the im-
portance of developing forms for maintaining
financial stability. The  countries’ most im-
portant contribution in this field consists of pro-
posing measures that will promote sound condi-
tions for financial operations. One explanation for
the significance of the  is that the group con-
sists of a relatively small and homogenous group
of dominant international creditor countries. 

A number of committees located at the Bank
for International Settlements, , in Basel, Switz-
erland, and dominated by the  countries, work
on producing norms for measures to promote fin-
ancial stability. Core principles for efficient bank-
ing supervision and new capital adequacy rules
are examples of this kind of work. The capital
adequacy rules aim at ensuring a sufficient degree
of solvency of commercial banks. Work on further
developing these rules continued in . The
consequences of such norms, also in countries
outside of the , are carefully analysed. The
norms are widely included in national legislation
that makes them binding. The  monitors
compliance with these norms.

Over the past couple of decades, developing
countries have satisfied their borrowing needs to
an increasing extent by issuing bonds. The  has
therefore produced a model for special clauses in
the bond contracts that will make renegotiation
of the loan terms easier if a country defaults, with
the aim of avoiding payment crises with potent-
ially global effects.

Over the years, the environment for the ’s
activities has changed. The group of the seven
currently largest industrial nations, the  – of
which Sweden is not a member – has increased
co-ordination of its participation in international
financial co-operation. For instance, the  count-
ries have established the Financial Stability Forum
to discuss threats to international financial stability.
The group has also initiated a more formal dia-

In 2003 the Riksbank participated in around 130 international committees and working groups.

The majority of these contacts are linked to the Bank’s or Sweden’s membership of international

institutions and groups. Openness towards the outside world affects the Riksbank’s own activities

and the Swedish economy, which makes it essential to maintain a good overview of developments

and actively attempt to influence them. 

For the Riksbank, the
cooperation within the
European System of
Central Banks constitutes
a general platform for
collaboration between the
central banks in the EU.
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logue with a number of emerging market countries
in a new group, . Competition for the ’s
traditional field of activities has thus increased.

Nevertheless, the  co-operation gives the
Riksbank continued possibilities to follow the
emergence of new initiatives in the financial area
at an early stage and to influence their content.
It also provides good opportunities for the Riks-
bank to share its own experiences with regard to
the Bank’s core objectives. It is crucial to the way
the Riksbank is perceived in its international co-
operation that the Bank is successful in its own
work. The experiences of the Bank from dealing
with the Swedish banking crisis have attracted
interest among international bodies. The Riks-
bank’s techniques for overseeing financial stability
and for analysing the inflation process in the eco-
nomy are other important examples of its work
that has attracted international attention.

THE ESCB – A FORUM FOR CO-OPERATION

The Riksbank is a part of the European System
of Central Banks, the , together with the
other  national central banks in the  countries
and the European Central Bank, the . How-
ever, most of the co-operation within the  is
linked to the common monetary policy of the
euro area and the Riksbank is not a part of those
activities. As far as the Riksbank is concerned, the
 participation provides a general platform for
co-operation between the  countries’ central
banks.

This co-operation is largely conducted within
a number of committees and working groups,
where the national central banks participate under
the leadership of the . In  the Riksbank
took part in around  such  groups. The
Governor of the Riksbank is a member of the 

General Council, which usually meets four times
a year. The most important issue within the 

over the coming years is enlargement. This affects
the  to a high degree and will play a major
role in the General Council’s work during .

INCREASING OPENNESS IN THE IMF

Almost all countries of the world are members
of the International Monetary Fund, . The
main task of the  is to actively work for co-
operation and stability in the financial field, so as

In 2003, the Riksbank
participated in around 130
international committees
and working groups. Åsa
Malmström and Jonas
Fischer work at the Inter-
national Department. 

to promote international trade, employment and
growth. The fund also makes regular analyses of
the world economy, individual countries and the
capital markets. If countries experience problems
with their international balance of payments, the
 can, where necessary, provide them with sup-
port in the form of advice and loans. Developing
countries can obtain loans at a special, low interest
rate. To qualify for a loan from the , the indi-
vidual country must promise to implement eco-
nomic reforms to enable a balance to be restored.
The  finances its operations with capital from
the member countries, calculated according to
their economic and financial strength.

In Sweden the Riksbank has responsibility for
liaising with the  and works closely with the
Ministry of Finance. Sweden is part of a joint con-
stituency within the  together with the other
Nordic countries and the Baltic countries. This
constituency has around three and a half per cent
of the votes on the ’s Executive Board. The
Nordic-Baltic countries have inter alia successfully
promoted the issue of the ’s openness. The
Riksbank took part in the ’s Spring Meeting
in Washington and its Annual Meeting in Dubai
in .
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■ Research in the fields of monetary policy and 
financial stability

The aim of the research is to achieve greater pre-
cision in the bank’s inflation forecasts, better un-
derstanding of the impact of interest rate changes
on economic growth and inflation, or the signi-
ficance of the Swedish krona’s exchange rate for
the economy. One of the research projects being
carried out aims to develop and specify a large-
scale macro economic model for the Swedish eco-
nomy in order to illustrate specific questions in one
and the same theoretical framework. The model’s
equations are based on individuals’ and compa-
nies’ optimisation problems in the labour, capital
and goods markets. To capture the special con-
ditions that apply to a small, open economy like
Sweden, the model is estimated using Swedish
data and the latest statistical methods.

The research into the financial stability area
is primarily empirical. A newly-started project is
attempting to establish the relationship between

macro economic developments and Swedish
limited companies’ balance sheets. This project
focuses on the borderland between the bank’s
two operational targets. One important issue is
whether the Riksbank should take into account
companies’ profits in its monetary policy stance.
This concerns whether the effects of a change in
interest rates will depend on the company’s fin-
ancial situation. Some other projects deal with
Swedish banks’ lending to the corporate sector.
These include analysing the risks in corporate
portfolios with the aid of credit risk models and
assessing the banks’ own quantitative assessments
of their counterparties’ ability to pay. The pro-
jects are particularly interesting in the light of
the imminent changes in Finansinspektionen’s
supervision of the banks. This applies especially
to calculations of the banks’ buffer capital to
cover losses.

The focus of the Riksbank’s Research Department reflects the bank’s overall operational targets; price

stability and a safe and efficient payment system. Both theoretical and empirical research is carried

out in the field of price stability with the long-term aim of providing better, more in-depth bases for

monetary policy decisions. 

Jesper Lindé is a researcher
at the Riksbank. His re-
search focuses on how
changes in interest rates
affect the economy and on
the interaction between
price stability and financial
stability. 
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The Riksbank’s Research Department produced
the following articles that were approved for pub-
lication during :
■ “Microfoundations of Macroeconomic Price

Adjustment: Survey Evidence from Swedish
Firms” by Mikael Apel, Kerstin Hallsten and
Richard Friberg. Journal of Money, Credit and

Banking.

■ “The exchange rate and its fundamentals in a
complex world” by Marianna Grimaldi and
Paul de Grauwe. Review of International

Economics.

■ “Finding Good Predictors for Inflation: 
A Bayesian Model Averaging Approach” by 
Tor Jacobson and Sune Karlsson.  Journal of

Forecasting.

■ “World-Wide Purchasing Power Parity” by
Tor Jacobson and Marianne Nessén.
Empirical Economics.

■ “Forecast-Based Monetary Policy: The Case
of Sweden” by Per Jansson and Anders Vredin.
International Finance, (), .

■ “Swedish Postwar Business Cycles:
Generated Abroad or at Home?” by Jesper
Lindé. Scandinavian Journal of Economics.

■ “Comments on ‘The Output Composition
Puzzle: A Difference in the Monetary Policy
Transmission Mechanism in the U.S. and the
Euro Area’ by Angeloni, Kashyap, Mojon and
Terlizzese” by Jesper Lindé. Journal of Money,

Credit and Banking.

■ “Simple Monetary Policy Rules and Exchange
Rate Uncertainty” by Kai Leitemo and Ulf
Söderström. Journal of International Money and

Finance.

■ “Average Inflation Targeting” by Marianne
Nessén and David Vestin. Journal of Money,

Credit and Banking.

■ “Bayesian assessment of dimensionality in
reduced rank regression” by Mattias Villani
and Jukka Corander. Statistica Neerlandica.

The Research Department published the fol-
lowing selection of titles in its Working Paper
Series:
■ “Intersectoral Wage Linkages in Sweden” by

Kent Friberg.
■ “Monetary Policy Analysis in a Small Open

Economy using Bayesian Cointegrated
Strucural VARs” by Mattias Villani and
Anders Warne.

■ “Internal Ratings Systems, Implied Credit
Risk and the Consistency of Banks’ Risk
Classification Policies” by Tor Jacobson,
Jesper Lindé and Kasper Roszbach.

■ “Bank Lending Policy, Credit Scoring and the
Survival of Loans” by Kasper Roszbach.

■ “Monetary Policy Shocks and Business Cycle
Fluctuations in a Small Open Economy:
Sweden -” by Jesper Lindé.

■ “Business Survey Data: Do They Help in
Forecasting the Macro Economy?” by Jesper
Hansson, Per Jansson and Mårten Löf.

■ “Bayes Estimators of the Cointegration Space”
by Mattias Villani.

■ “Financial cycles and bankruptcies in the
Nordic countries” by Jan Hansen.

■ “Inflation, Markups and Monetary Policy” by
Magnus Jonsson and Stefan Palmqvist.

■ “Taylor rules and the predictability of interest
rates” by Paul Söderlind, Ulf Söderström and
Anders Vredin.
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■ The Riksbank’s companies 

If the transfer of operations in Pengar i Sverige
AB can be implemented as planned, the majority
of the Riksbank’s operational tasks in cash man-
agement and banknote manufacture will be wound
up, while these operations will gain strong, pro-
fessional owners.

CASH MANAGEMENT

The Riksbank has historically been responsible
for a large amount of the practical process of dis-
tributing banknotes and coins. For many years,
the Riksbank had offices in almost all areas of
Sweden, where banknotes and coins were stored
and dispersed to banks and post offices. These
offices were also responsible for implementing
authenticity checks, destruction and counting of
banknotes. The number of offices was gradually
reduced, until there were eleven left at the end of
the s. The operations were then conducted
as a department within the Riksbank.

The General Council of the Riksbank decided
in  to separate the greater part of cash man-
agement operations and make them into a sepa-
rate company, which was given the name Pengar
i Sverige AB (). The purpose was to concen-
trate the Riksbank’s operations on its core object-
ives and to achieve a more rational structure in the
cash market. These operations were considered
inefficient and conducted partly in competition
with private companies. The idea was to rationa-
lise operations within the framework of the sub-
sidiary company and then divest them to the banks
or other private companies.

During the period - there was ex-
tensive restructuring and at the same time some
commercial expansion. A new computer system
for cash management was introduced during
-.

In spring , the Riksbank decided on a new
direction for cash management, partly due to
criticism from operators in the market, who con-
sidered that  had unfair competitive advan-

tage because of its monopoly on value-dating.
This decision led to operations in  being di-
vided into two separate companies. Commercial
operations were transferred to a new company,
Pengar i Sverige AB (i). The aim was that this
company would be sold to private owners as soon
as possible. The central bank-related, non-com-
mercial tasks, including value-dating, were trans-
ferred to Svensk Kontantförsörjning AB ().
The decision included examining the possibility
of transferring ownership of  to the banks. 

The reorganisation of  was formally im-
plemented on  September , but the practi-
cal separation of operations was not complete
until the beginning of . At the same time,
the number of offices used for ’s operations
was reduced to four.  currently has around
 employees. 

i works with the handling of daily takings,
filling cash machines and cash-in-transit for banks
and the retail trade.  During  there had been
building-up of the cash-in-transit operations at
i, which led to considerable profitability pro-
blems. This was the main reason why the com-
pany’s managing director resigned at the end of
. During spring , the i board of dir-
ectors decided on extensive restructuring measures
to achieve profitability within the company. The
number of full-service points was reduced from 

to four and the number of employees was grad-
ually reduced over the year by approximately 

full-time posts. Following this, the company has
around  full-time employees and its annual
turnover was approximately   million in
.  

Since autumn  there have been intensive
efforts to sell i and discussions with a number
of interested parties. The letter of intent signed
in December  means that Securitas Värde
AB intends to take over the majority of the ope-
rations in i. The aim is also to offer around 

of the company’s employees employment at Sec-

During 2003 extensive changes were made in the Riksbank’s subsidiaries. A letter of intent was signed

with Securitas on transferring the greater part of Pengar i Sverige AB to Securitas Värde AB. The sale

of Tumba Bruk to US company Crane & Co Inc. was finalised. These decisions meant that decisive

steps were taken to concentrate the Riksbank’s operations on its core objectives; price stability and

financial stability. 
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uritas Värde AB.  It is intended that a final deed
of transfer will be signed no later than February
. The purchase sum will then be determined
on the basis of book values. The deal is conditio-
nal on the approval of the Swedish Competition
Authority.

Following the referendum on adopting the euro,
the Riksbank began an investigation into how the
non-commercial, central bank-related wholesale
operations should be conducted in future, with
the aim of further improving cash management
in society. Operators in the cash market are par-
ticipating in this work by means of a reference
group. The investigation is due to be complete
in April .

AB TUMBA BRUK/CRANE AB

Tumba Bruk was founded in  and is thereby
one of the world’s oldest banknote paper mills.
Previously, the Swedish Mint in Eskilstuna also
belonged to Tumba Bruk. As a result of the Riks-
bank’s endeavour to concentrate its operations on
its core objectives, the sale of Tumba Bruk was
initiated in . The company’s operations were
unprofitable and required large investments in
production equipment and marketing to achieve
profitability.

According to an agreement signed at the end
of , management responsibility for Tumba
Bruk was taken over by Crane & Co Inc., which
has its headquarters in Massachusetts, , with
effect from . This company is a well-reputed
manufacturer of banknote paper and other fine
papers and has a long tradition as producer of
banknote paper for  dollar notes. Crane saw
Tumba Bruk as an opportunity to establish itself
in the world market. According to the agreement,
the Riksbank remained owner of the company
until the end of . The company has operated
under the name of Crane AB since .

Crane AB at Tumba consists of a paper mill
for banknote paper and a printing works. Con-
siderable restructuring and new investment has
been carried out over the past couple of years to
make operations more competitive. The company
now has substantial exports of banknote paper.
It has around  employees and an annual turn-
over of approximately   million.

A final agreement was signed in December

, which entailed Crane & Co acquiring all
shares in Crane AB with effect from  Decem-
ber . Within the scope of the agreements
that have been signed, Crane AB has a delivery
agreement with the Riksbank that applies until
the end of .

The Swedish Mint was separated from Tumba
Bruk and sold in  as a separate unit to the
Finnish mint, Rahapaja Oy. Coin production is
continuing at Eskilstuna under the name Nordic
Coin AB Svenska Myntverket.

The Riksbank has transferred, with the approval
of the Riksdag (the Swedish parliament), the parts
of the area in Tumba designated as cultural heri-
tage buildings to the National Property Board.
The Riksbank has also decided to fund a paper
mill museum, where Tumba Bruk’s -year his-
tory will be on display to the general public. The
museum will be run by the Royal Coin Cabinet
and will open in .

The total purchase price for the whole of the
former AB Tumba Bruk (the Swedish Mint,
Crane AB and land in Tumba still owned by the
Riksbank) is expected to amount to around 

 million. The price is therefore in line with
the original calculation made by the Riksbank
in , as a reasonable price for the shares in
AB Tumba Bruk.

The sale of the former
Tumba Bruk to Crane &
Co Inc. was finalised in
2003.
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■ Oversight and transparency

THE ROLE OF THE RIKSDAG

The Riksbank is a public authority under the
Swedish Riksdag (the Parliament). Following each
general election, the Riksdag appoints eleven
members to the General Council of the Riksbank,
which thereby reflects the political composition of
the Riksdag. The six members of the Riksbank’s
Executive Board are appointed by the General
Council for a term of office lasting six years. One
member is appointed every year according to a
rolling schedule. Otherwise, the main role of the
General Council is to oversee and control the
work of the Executive Board. The Chairman and
Vice Chairman of the General Council have the
right to attend Executive Board meetings and to
express an opinion, but not to make proposals or
participate in the decision-making.

The Riksbank reports to the Riksdag on mone-
tary policy by means of a written report twice a
year. When the report is presented, the Governor
of the Riksbank attends a public hearing at the
Riksdag’s Committee on Finance. The Riksbank’s
annual report is presented to the Riksdag in Feb-
ruary every year. In addition, the Governor or any
other member of the Executive Board may be
invited by the Committee on Finance to discuss
special issues of interest to the committee. In re-
cent years, there have been a number of such
meetings where the subjects for discussion have
included wage formation, financial stability and
the Riksbank’s subsidiaries. Meetings have been
initiated by both the Committee on Finance and
the Riksbank’s management. 

The Instrument of Government in the Swedish Constitution grants the Riksbank an independent

status with regard to responsibility for monetary policy. The Executive Board has a collective responsi-

bility for the bank’s main tasks, maintaining price stability and promoting a safe and efficient payment

system. The Board is also responsible for the Riksbank’s other activities, such as the management of

the gold and foreign exchange reserve and the supply of banknotes and coins. The Riksbank may

not take instructions from outside with regard to its work. Against this background, it is important

to have good forms of oversight and transparency for the Riksbank’s activities.

Riksbank Governor Lars
Heikensten and leader of
the Swedish Moderate
Party Fredrik Reinfeldt at
the public hearing of the
Governor in the Riksdag
Committee on Finance on
16 October. 
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OPENNESS AND TRANSPARENCY

The Riksbank is free of party politics and makes
its own, independent assessments of price trends
and financial stability. At the same time, the Riks-
bank makes decisions affecting both the Swedish
economy as a whole and the finances of individ-
uals. For instance, changes in the repo rate have a
fairly immediate effect on floating mortgage rates.
To enable the Riksdag and the general public to
gain insight into the Riksbank’s activities, the bank
has chosen to be far more open and transparent
with regard to the basis for its decisions than is
required by law.

Carefully prepared analytical frameworks and
rules of action are one method of promoting trans-
parency. For instance, the Executive Board has
specified how the price stability target is inter-
preted, which time horizon is normally used as a
basis for monetary policy and how various forms
of disruption are to be managed. Correspondingly,
the bank describes the bases for its analyses of
financial stability and the conditions under which
the Riksbank could provide emergency liquidity
assistance to banks.

If the general public has confidence in the Riks-
bank being able to maintain price stability, this
will improve the conditions for maintaining in-
flation at a low rate. If the financial markets have
confidence in the Riksbank and understand the
basis for the Executive Board’s decisions, the finan-
cial market developments will remain calm. A
broad-based confidence in the Riksbank achieving
its objectives makes the bank’s work easier. Open-
ness is important in creating this confidence. 

The Riksbank’s assessments are published each
year in four Inflation Reports and two Financial
Stability Reports. These contain detailed presen-
tations of the bank’s analyses and conclusions.
The reports form a base for the Executive Board’s
decisions.

Monetary policy decisions are published the
day after the Executive Board’s meeting in a press
release. In the event of changes in the repo rate,
or other important events, press conferences are
held, and these are now also broadcast simultane-
ously on the Riksbank’s website. The minutes of
the monetary policy meetings are published after
approximately two weeks. These show the dis-
cussions conducted by the Executive Board and

how the individual members have voted. In add-
ition, the members of the Executive Board give
a large number of public speeches, where they
express their views on economic trends and de-
velopments. The Riksbank’s methods of com-
munication make it one of the most open central
banks in the world.

The Riksbank also runs a programme to pro-
vide information to upper secondary school pupils
and students at universities and colleges. The pro-
gramme includes seminars for upper secondary
school teachers, lectures on monetary policy and
financial stability, as well as study material. The
Riksbank’s quarterly journal Sveriges Riksbank
Economic Review publishes essays on economic
subjects.

The best overall source of information is the
Riksbank’s website, www.riksbank.se. All reports,
speeches and minutes published by the Riksbank
will be found there, and various publications from
the bank can be ordered free of charge.

The Riksbank’s website
www.riksbank.se contains
all the reports, speeches
and minutes published by
the Bank. The various
publications can also be
ordered free of charge on
the website. 
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■ The monetary policy process

The Executive Board of the Riksbank usually hold
eight monetary policy meetings over the course
of a year, at which they make decisions on the
repo rate. A monetary policy report is produced
prior to each of these meetings. Four times a year
the Riksbank’s overall appraisal of future infla-
tion over the coming two years is presented in the
Inflation Report. 

The process of producing an Inflation Report
begins approximately six weeks before the report
is published. The work begins in the Monetary
Policy Department. This department first pro-
duces a policy report, which is an internal docu-
ment containing the department’s views of future
inflation prospects. The report is firstly presented
to the monetary policy group within the bank.
This consists of senior managers and advisors to
the Executive Board, and is headed by the Exec-
utive Board member with responsibility for pre-
paring monetary policy matters. After this, the
assessments are presented to the Executive Board
and the report is revised into an Inflation Report,
which reflects the Executive Board’s opinions.

The day before the Inflation Report is pub-
lished, the Executive Board holds a monetary pol-
icy meeting. At this meeting the monetary policy

group presents the conclusions it has reached on
the basis of the information available. The Ex-
ecutive Board then adopts the Inflation Report
and decides whether or not the repo rate should
be altered.

When the inflation forecast is produced, an ass-
essment is made of the most probable develop-
ments in factors considered to have the greatest
significance for price trends:
. the current inflation trend and financial con-

ditions, such as interest rates, exchange rates,
stock market prices and house prices

. international developments
. economic activity in Sweden
.  inflation expectations
The Riksbank’s analyses are based on the techni-
cal assumption that the repo rate will remain un-
changed during the forecast period, in order to
make clear the consequences for monetary policy.
An assessment is also made of the risks of other
courses of events occurring than the one deemed
most probable. In addition, there is an account
of an assessment where the starting point is the
interest rate expected by the financial markets.
Both small, partial models and large, econometric
models are used in the analysis work. 

The Riksbank’s objectives are to maintain price stability and to promote a safe and efficient payment

system. This section describes how the bank conducts its forecasts and analyses, how decisions are

prepared and what happens once decisions are taken and tasks performed. There is also a description

of cash management in Sweden.

ANALYSIS BACKGROUND MATERIAL DISCUSSION AND ASSESSMENT

Monetary Policy Department

Executive Board

Drafting committee for
monetary policy group

Discussion of
the inflation

picture

Analysis of
information and

statistics

Econometric
models

Policy report
Discussion of
the inflation

picture

FIGURE 1

The process for producing an Inflation Report and interest rate decisions.
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eign currency for Swedish kronor on the foreign
exchange market with the aim of influencing the
exchange rate. Such interventions are used with
great restraint, however. The Riksbank main-
tains a state of preparedness for foreign exchange
interventions via its foreign currency reserve. 

COMMUNICATIONDECISION

Executive Board

Discussion of
the interest rate

decision

Drafting committee for
monetary policy group

Monetary policy
meeting and interest 

rate decision

Inflation Report 
and interest rate

decision presented

Discussion of
the inflation

picture and report
content

Irma Rosenberg (right) is
Deputy Governor of the
Riksbank and responsible
for preparing matters
relating to the Monetary
Policy Department. 
Charlotta Hyléen, Jesper
Johansson and Josef
Svensson work in the
department’s Forecast
Division.

OPEN AND CLEAR COMMUNICATION

An important part of the monetary policy process
is to present the bank’s analyses and conclusions
in an unambiguous, pedagogical manner to var-
ious interested parties. Respect for, and confidence
in, the Riksbank’s work is based on the bank fol-
lowing a clear intellectual framework, observing
the explicit rules of conduct and practising clear,
open communication. The purpose of the Infla-
tion Report is not merely to produce background
material for monetary policy decisions; it also
serves to diffuse knowledge of the assessments
made by the Riksbank. In this way, the Riksbank
endeavours to make it easier for external parties
to follow, understand and assess monetary policy.
The Riksbank hopes that the forecasts and other
analyses in the Inflation Report will encourage
discussion of monetary policy issues and thereby
lead to an even better foundation for monetary
policy.

IMPLEMENTATION OF MONETARY POLICY

The Riksbank’s primary monetary policy instru-
ment is the repo rate. This is changed with the
aim of influencing other interest rates in the eco-
nomy and thereby economic activity and inflation.
The effectiveness of a central bank’s influence on
interest rates depends not only on setting the repo
rate, but also on how monetary policy decision-
makers express their monetary policy intentions
in speeches, inflation reports, press releases and
minutes of monetary policy meetings. The Riks-
bank can also affect economic conditions by mak-
ing interventions in the foreign exchange market.
This entails the Riksbank buying and selling for-



Overnight rate, %

Repo rate 2.75%Repo rate 2 75%Repo rate 2 75%

Deposit rate (floor) 2.00%Deposit rate (floor) 2 00%Deposit rate (floor) 2 00%

The financial systemThe financial system’ss
investment requirement

The financial systemThe financial systemThT ’ss
borrowing requirement

FIGURE 3

The Riksbank’s steering of the overnight rate
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STEERING INTEREST RATES

The Riksbank governs the market’s shortest rate,
the overnight rate, with the aid of various finan-
cial instruments. The Riksbank offers the banks
the opportunity to deposit and borrow at prede-
termined rates overnight, the deposit and lending
rates. These are always  basis points (. per-
centage points) above and below the repo rate re-
spectively. Thus, the banks can always deposit or
borrow money in the Riksbank with a one-day
duration at predetermined interest rates. There
is therefore no reason for them to make deposits

at a lower interest rate than that offered by the
Riksbank or to borrow at a higher interest rate
than the Riksbank’s lending rate. In other words,
this creates a floor and a ceiling for the market’s
overnight rate, known as the interest rate corridor.

Once a week the Riksbank implements what
are known as monetary policy repo transactions.
To stabilise the overnight rate, the Riksbank makes
small adjustments on a daily basis depending on
the banks’ deposit and borrowing requirements
during the day. 

The Riksbank thus controls the market’s over-
night rate in practice. The short-term market rates
(up to approximately one year) are strongly in-
fluenced by the expected development in the over-
night rate, i.e. the Riksbank’s repo rate. Longer-
term interest rates, for instance, ten years, are
also affected to a large degree by other factors
such as expectations of future inflation and
interest rates abroad. 

A decision to change the repo rate seldom
comes as a surprise to the financial markets. Mar-
ket players attempt to predict what decision the
Executive Board will make, while it is the explicit
aim of the Riksbank to avoid surprises. Clear,
unambiguous information about the grounds on
which monetary policy decisions are made en-
ables market players to form their own opinion of
the direction of monetary policy in the light of
new information on, for example, economic acti-
vity. One consequence of this is that interest rates
on the financial markets are often adapted to a
change in the repo rate before the decision is made.

Analysis

Decisio Communication

Implementation

The objectives

Maintain price
stability

Promote a safe and
efficient payment 

system

The orl ar und us

FIGURE 2

The work process to meet the objectives.

Note. The example refers to a repo rate of 2.75 %, which was the
level at the end of 2003.



Problems in one bank can spread to others. This
could be due to the liabilities they have to one an-
other, to the fact that their operations are similar
and thus afflicted by the same problems or to the
fact that there are suspicions of links between the
banks.

Oversight of the stability of the financial system
also requires monitoring of the financial infra-
structure. This includes the systems central to the
functioning of the Swedish financial system, such
as ,  (central securities depository and
clearing house) and  (the banks’ product com-
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■ The analysis of financial stability

THE RIKSBANK’S OPERATIONAL 

RESPONSIBILITY

Banknotes and coins in Swedish kronor are legal
tender in Sweden, and the Riksbank has a statu-
tory monopoly on issuing them. The distribution
of banknotes and coins to the general public is
carried out mainly via the banks. Printing of bank-
notes, minting of coins and the distribution of
banknotes and coins to banks and post offices is
performed by the Riksbank’s subsidiaries or by in-
dependent companies commissioned by the Riks-
bank. The Riksbank ensures that these tasks are
conducted in a manner that is safe and efficient.

Nowadays the majority of payments in the Swe-
dish economy are no longer made in cash, but
through electronic transactions between accounts.
The Riksbank’s operational responsibility is limi-
ted in this regard to managing the system for large
interbank payments, known as the  system. 

THE RIKSBANK’S OVERSIGHT WORK

The Riksbank oversees the stability and efficiency
of the financial system as a whole. The purpose
of this work is to identify factors that might lead
to a crisis which could seriously threaten the fin-
ancial system. Finansinspektionen (the Swedish
Financial Supervisory Authority) has the main
responsibility for overseeing individual institutions. 

The banks’ central role in the economy means
that a crisis in the banking system could have ser-
ious effects on the payment system and the grant-
ing of credit. An important part of the Riksbank’s
oversight work therefore consists of regularly
assessing the risks in the major Swedish banks. 

The banks have an important function in soc-
iety, including the mediation of payments. At the
same time, the banks have inherent stability pro-
blems in their operations. Their assets, for instance,
loans to the general public, have a longer fixed
term than their liabilities, which often consist of
deposits or loans from other banks that can be
withdrawn at immediate, or very short, notice.

All trade in goods and services requires that payments can be made quickly and efficiently. It is there-

fore important to the economy as a whole to have a safe and efficient payment system. The Riksbank

continuously analyses and oversees stability and efficiency in the financial system.  

Lars Nyberg, Deputy Governor of the Riksbank, at a
press conference in conjunction with the publication
of the Financial Stability Report on 24 November. The
Report is published twice a year and also contains in-
depth articles about areas of significance for the
efficiency and safety of the payment system. 



able of causing major loan losses for the banks.
As a result, regular assessments are performed of
households’ and companies’ ability to pay and
their financial situation. 

The major banks are analysed from different
perspectives. Developments in profitability show
the banks’ ability to create a buffer against unfore-
seen future losses. An analysis of the banks’ loan
portfolios can show how loan losses will develop
over the coming one to two years. 

The way the banks choose to finance them-
selves provides an indication of the liquidity risks
they are taking. An analysis is therefore made of
the liability side of the banks’ balance sheets. If
problems in an individual bank were to spread to
other operators in the system through commit-
ments between the banks, this could have imme-
diate effects on the payment system. The Riks-
bank therefore also monitors the banks’ exposures
against one another. 
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RIX is the Riksbank’s
system for managing large-
value payments between
banks. Anders Blomqvist,
Hanna Törnqvist and Lise-
Lott Hoffman work in the
Payment System Division.

pany). Deficiencies in routines or in technical
design can lead to inefficiency that is costly to
society and that can even lead to systemic crises. 

THE RIKSBANK’S CONTINUOUS 

ANALYSIS WORK

Financial stability may be threatened for many
reasons. The banks’ borrowers may act in a way
that affects the banks’ vulnerability if they are un-
able to pay their loans and thus bring about loan
losses. The banks’ own actions can also affect the
stability of the system if they make decisions that
lead to losses. In addition, the design of various
parts of the financial infrastructure can affect the
banks’ capacity to manage shocks. The Riksbank
therefore analyses the banks’ most important bor-
rower categories, the banking groups, and the fin-
ancial infrastructure. 

Swedish households and companies are im-
portant borrower groups and are therefore cap-
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The Riksbank is by law
the sole issuer of bank-
notes and coins in
Swedish kronor. 

The Riksbank’s most important means for pre-
venting a systemic crisis is the influence the bank
can exert on financial institutions and other auth-
orities. An open dialogue with financial institu-
tions, Finansinspektionen and other authorities
is thus a vital means of promoting stability. There
is also regular co-operation and an exchange of
information with the other Nordic and Baltic cen-
tral banks, as the Swedish banking groups have
a large part of their operations in neighbouring
countries.

The Riksbank’s analysis of system stability is
published twice yearly in the Financial Stability
Report. This report also contains more in-depth
analyses in fields important to the efficiency and
security of the payment system. The report and its
conclusions are discussed with Finansinspektionen
and the banks and used as a basis for speeches
by the Executive Board. 

REGULATIONS AND CRISIS MANAGEMENT

In addition to its regular oversight work, the Riks-
bank also participates in drafting regulations for
financial companies. The regulations for Swedish
financial institutions are determined by the govern-
ment in consultation with Finansinspektionen. The
Riksbank’s input is by participating in various in-
ternational working groups and stating its opinions
on proposals submitted to the bank for comment.

The oversight work also includes crisis manage-
ment. It may be necessary for the central govern-
ment to take action if a crisis were nevertheless
to occur. The Riksbank has therefore prepared
a crisis organisation that is constantly updated.
Under extraordinary circumstances, the Riksbank
can also provide banks and credit institutions with
emergency liquidity to prevent a systemic crisis.
Oversight and crisis management are closely linked
as the regular oversight work is necessary to be
able to assess whether emergency liquidity support
should be granted.
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■ Cash management

There is a total of around   billion in circu-
lation in the form of banknotes and coins. Every
year new banknotes need to be printed and new
coins minted. The Riksbank makes forecasts of
the future demand for cash. These forecasts are
used as a basis for placing orders for banknotes
and coins approximately one year in advance.
When the newly-printed banknotes leave Crane
AB (formerly Tumba Bruk) and when coins leave
Nordic Coin/Svenska Myntverket they are trans-
ported to four branches around Sweden. These
branches are run by , which is commissioned
by the Riksbank to manage cash stocks and with-
drawals and deposits of banknotes and coins. 

THE BANKS AND POST OFFICES

The banks and post offices turn to  for their
cash supplies. Only companies that have special
agreements with the Riksbank and accounts in
the national  payment system may purchase
cash from the Riksbank. Banknotes and coins are
kept in stocks at the  branches until a bank
or post office orders cash. When the cash is with-
drawn from the branches, the bank or post office’s
account in the  system is debited by the same
amount. The cash is then transported by a cash
in transit company,  company, to the ordering
bank or post office. The banks and post offices in
turn provide their customers, private persons and
the retail trade with cash. This can be achieved, for

instance, by withdrawals from s or in the form
of small-change cash supplied to retail traders.

CASH IN CIRCULATION

A banknote is in circulation for a few years. Its
lifetime depends on the denomination; -kronor
banknotes have the shortest lifespan of around
one year. The greater the denomination, the longer
the lifespan; the -kronor banknotes last for
over five years. Coins remain in circulation much
longer than banknotes. They remain in piggy-
banks, in cars, pockets, or at the bottom of hand-
bags. During its time in circulation, money some-
times comes back to banks or post offices. Indi-
viduals withdraw cash from their accounts and
retail traders bring in their daily takings to avoid
having too much cash in the shop overnight. 

If a bank or a shop has a surplus of cash that it
wishes to deposit, a  company takes delivery of
the money. This company can first of all attempt
to balance one customer’s surplus against another
customer’s deficit and thus circulate the money
without returning it to an  branch. However,
 can also take care of the surplus on behalf
of the bank or post office. The cash is deposited
at one of the four  branches. It must be
counted, and the quality and authenticity checked
by the  company. When the cash is deposited
at the branch, the  account of the bank or post
office is credited with the same amount. 

The Riksbank has the statutory tasks of promoting a safe and efficient payment system and of pro-

viding Sweden with banknotes and coins.  Cash management is an extensive process, in which the

Riksbank’s subsidiary Svensk Kontantförsörjning AB (SKAB) plays an important role.

The Riksbank
Supplier of bank-
notes and coins

SKAB offices
Security

transports,
counting centres

Post offices
Banks

Commercial sector

FIGURE 4

Outline of the new cash management structure
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There is around SEK 100
billion of banknotes and
coins in circulation in
Sweden. Every year new
banknotes must be printed
and new coins minted.
Anders Ekström, Mithra
Ericson, Per-Olof Arevik
and Ulrika Johansson work
at the Cashier’s Division. 

machines also carry out an authenticity check
prior to destruction of the banknotes. When the
machines have shredded and compressed the
banknote remains into briquettes, they are sent
to an incineration plant.

The Riksbank oversees the banknote destruc-
tion at ’s branches and ensures, for instance,
that the process follows the rules stipulated by the
Riksbank. The branches have rigorous security
facilities. Coins are also dealt with when they have
become worn out, although relatively few are re-
turned to the branches. Those that are returned
are held until a sufficient amount is gathered and
these are then transported to a plant for melting
down and recycling of the metal.

THE RIKSBANK’S OVERSIGHT

Banknotes that are not in circulation, but stored at
the four  branches are not regarded as having
any real value. It is only when they are withdrawn
from the branches that they take their nominal
value as means of payment. When banknotes and
coins are withdrawn from or deposited at the
branches and the account of the bank or post
office is debited or credited, this is known as value-
dating. When banknotes become soiled, torn or
otherwise unfit, they are transported back to the
branches for destruction. Approximately  mil-
lion banknotes are destroyed every year. The
Riksbank has established various measures for
how torn or soiled a banknote should be when it
is destroyed. These measures have been program-
med into the banknote sorting machines that
check banknotes as they are fed into them. The



42

S
V

E
R

IG
E

S
 R

IK
S

B
A

N
K

 2
0

0
3

M A N A G E M E N T  A N D

O R G A N I S A T I O N

■ Organisation

MONETARY POLICY DEPARTMENT

Responsible for the monetary policy analyses
that form the basis for decisions taken to fulfil
the objective of price stability. The department
monitors and analyses price developments and
is responsible for the balance of payments and
money and banking statistics.
Head of Department: Anders Vredin

Number of staff: 67

FINANCIAL STABILITY DEPARTMENT

Responsible for analysing the stability of the fin-
ancial system, which provides a basis for decisions
taken to meet the objective of promoting a safe
and efficient payment system. The department
monitors and analyses the payment system infra-
structure, major individual banks and payment
services.
Head of Department: Martin Andersson

Number of staff: 32

MARKET OPERATIONS DEPARTMENT

Implements monetary and foreign exchange policy
operations with the aim of influencing interest
rates or exchange rates in accordance with the
monetary policy decisions. In addition, the de-
partment manages the Riksbank’s foreign reserve
assets and compiles interest rate and foreign ex-
change statistics. The department is also respon-
sible for the operation of the Riksbank’s payment
system for large-value payments between the
banks and for the supply of banknotes and coins.
Head of Department: Mats Galvenius

Number of staff: 59

ADMINISTRATION DEPARTMENT

Responsible for office services, building mainte-
nance, transport, security, planning and budgets,
accounting, payroll and financial systems, finan-
cial administration, personnel development and
promotion of skills.
Head of Department: Agneta Rönström

Number of staff: 111

SECRETARIAT OF THE EXECUTIVE BOARD

Responsible for the administration of the meetings
of the Executive Board and the General Council.
The department also provides legal support and
carries out investigations. 
Head of Department: Björn Hasselgren

Number of staff: 24

RESEARCH DEPARTMENT

Pursues research in fields relevant to the Riksbank
and supports other departments in research-
related activities.
Head of Department: Tor Jacobson

Number of staff: 12

COMMUNICATIONS DEPARTMENT

Responsible for the Bank’s communications
strategy and coordinates external and internal
information. This includes press services, the
Riksbank’s website, publications, translation,
lectures and seminars, as well as library and
archive services.
Head of Department: Leif Jacobsson

Number of staff: 18

INTERNATIONAL DEPARTMENT

Coordinates and develops the Riksbank’s inter-
national work and assists the Executive Board in
international contacts.
Head of Department: Christina Nordh Berntsson 

Number of staff: 10

The Riksbank is organised into eleven departments. Three departments work with a direct orientation

towards the Bank’s principal objectives: the Monetary Policy Department, the Financial Stability

Department and the Market Operations Department.



Riksbank’s
subsidiaries

Monetary
Policy

Department

Market
Operations
Department

Financial
Stability

Department

Administration
Department

Secretariat of
the Executive

Board

Research
Department

Communications
Department

International
Department

Internal Audit-
ing Department

IT Department

Risk 
Management
Department

GENERAL
COUNCIL

EXECUTIVE
BOARD

Maintain price
stability

Promote a safe
and efficient 

payment system
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INTERNAL AUDITING DEPARTMENT

Examines and evaluates the Bank’s activities and
helps ensure that the work at the Riksbank is
designed to function in an efficient and secure
manner.
Head of Department: Ulrika Bergelv

Number of staff: 6

IT DEPARTMENT

Administers and maintains the Bank’s  infra-
structure, and develops and procures new appli-
cations.
Head of Department: Marie Rudberg

Number of staff: 79

RISK MANAGEMENT DEPARTMENT

Responsible for the independent assessment of
risk levels and results regarding the Bank’s foreign
reserve management. The department also de-
velops methods for risk control in this area.
Head of Department: Kristina Åkerberg

Number of staff: 8

The figures for the number of staff refer to full-
time posts at year-end, i.e. part-time positions
have been totalled to correspond to full-time posts.

FIGURE 5

The Riksbank’s organisation.
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■ Employees

In , the Riksbank’s managers completed the
first stage of the Bank’s new management and
leadership training programme. The programme
dealt with the fundamental requirements and ex-
pectations that employees have regarding their
manager, as well as what is expected of managers
in their role. The aim is for managers to develop
their own leadership skills and also to create a
common approach to leadership at the Bank. The
programme will be continuing in  with a focus
on communication.

The number of employees at the Riksbank
averaged  () during the year. Seen from a
ten-year perspective, the number of employees
has been reduced sharply. In , the Riksbank
had an average of  employees. The change is
mainly due to the winding up of some operations
and the transfer of others to companies owned by
the Riksbank. This in turn has been chiefly a re-
sult of the Riksbank’s focus on its main tasks and
the computerisation of routine activities. Staff
turnover decreased somewhat in  to 

In 2003, the Riksbank’s personnel work was focused on supporting internal recruitment, providing

leadership training, and making continued efforts to create a more even gender distribution and to

level out unwarranted pay differences.

Every year Riksbank em-
ployees participate in an
exchange programme be-
tween the Nordic central
banks. In 2003, Erika
Svensson, Camilla Hag-
man Falkler and Lennart
Sundqvist participated in
the programme.
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 () per cent. Of total working hours, sick leave
totalled . (.) per cent. During the year, the
Riksbank worked on quality-assuring its rehabili-
tation activities.

COMPETENCE DEVELOPMENT

In a knowledge-intensive organisation like the
Riksbank, competence development is vital. The
Riksbank provides in-house courses within vari-
ous fields. Employees also have the opportunity
to participate in external courses, both nationally
and internationally, with a view to gaining more
in-depth knowledge of specialist areas. Seminars,
participation in international committees and
working groups, and exchanges with other central
banks provide excellent opportunities for em-
ployees to attain a deeper, broader understanding
of their own work areas. The average length of
employment is 11 years, which entails good pro-
spects for new employees to develop their skills in
their daily work. The Riksbank also works actively
to facilitate and encourage internal mobility in
order to enable employees to develop in their
work roles.

EQUALITY AND DIVERSITY

It is the Riksbank’s ambition that all employees
should be assessed on the basis of performance
and personal attributes, and not according to other
characteristics such as gender or ethnicity. For a
long time now the Riksbank has worked success-
fully to improve gender equality. It is a long-term
effort that is based on increasing awareness of,
and changing attitudes to, equality and diversity.
The work is conducted mainly through the re-
cruitment process. Currently, the gender distri-
bution is relatively even:  () per cent women
and  () per cent men. At management level
the distribution is  () per cent women and
 () per cent men. The distribution is equal
in the Riksbank’s Executive Board: three men
and three women. As part of the Bank’s equality

plan, there have been continued efforts during
the year to even out unwarranted pay differences.

BALANCE BETWEEN WORK AND PRIVATE LIFE

The Riksbank strives to set a good example as a
workplace that fosters balance in life. Conse-
quently, the work is planned in a way that allows
employees to combine their private lives with high
professional ambitions. Personal development
talks, opinion polls and exit interviews are all used
to form a picture of how employees perceive their
work situation. In this way the Riksbank can id-
entify areas for improvement and set goals for a
better working climate.

The Riksbank provides extensive keep-fit acti-
vities that include different forms of physical
exercise, relaxation and nutritional advice. The
building also houses a well-equipped gym.

DIAGRAM 17

Educational level

Note. Just over half the 
Riksbank’s employees have 
a university degree. 

Compulsory school or 
upper secondary school 

University degree

PhD or licentiate
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■ The Executive Board

The Riksbank is led by an Executive Board of six
members. The Executive Board is responsible for
all the Bank’s activities, i.e. monetary policy, fin-
ancial stability issues, market operations and the
payment system, as well as the Bank’s administ-
ration and budget. The members are responsible
for preparing matters concerning different areas
of the Bank’s activities prior to Board decisions.

The Executive Board makes decisions collec-
tively at its meetings, which are usually held on
alternate Thursdays. The Chairman and Vice
Chairman of the General Council have the right
to attend and speak at Executive Board meetings,
but not the right to vote or make proposals. Prior
to making important monetary policy decisions,
the Riksbank is required to inform the Govern-
ment. In , the Board held  meetings, eight
of which were monetary policy meetings.

The Executive Board’s meeting on  Septem-
ber was held in Falun. The aim of the meeting
was to obtain views on the Riksbank’s activities
and to have the opportunity to discuss economic
developments with representatives of trade and
industry, as well as the community, in the region.

During , the members of the Executive
Board delivered around one hundred public
speeches. These concerned topics such as current
monetary policy and the economic situation, fin-
ancial stability,  and the euro, trends in the
world economy and the structure of the Swedish
economy.

The Executive Board presents a written report
on monetary policy to the Parliamentary Com-
mittee on Finance twice a year. The Inflation Re-
port was used as reports to the Parliament in .
In addition, the Riksbank Governor attended
public hearings in the Committee on Finance.
The Executive Board has the following members:

Lars Heikensten, 

term of office of six years from 1 January 2003

Lars Heikensten is Governor of the Riksbank and

Chairman of the Executive Board. He is responsi-
ble for preparing matters relating to the Secretariat
of the Executive Board, including legal issues, and
relating to the Internal Auditing Department.
Mr Heikensten is a member of the ’s General
Council and a member of the Board of Directors
of the Bank for International Settlements ().
He is also Sweden’s governor in the International
Monetary Fund. He has previously worked as
chief economist at Svenska Handelsbanken and
the Swedish National Debt Office, and has also
been head of the economics department at the
Ministry of Finance. Mr Heikensten has a PhD
in economics and was Deputy Governor of the
Riksbank during the period -.

Eva Srejber, 

term of office of six years from 1 January 2003

Eva Srejber deputises for the Governor and is
First Deputy Governor as well as First Vice Chair-
man of the Executive Board. She is responsible
for preparing matters relating to the International
Department, the  Department and the Market
Operations Department. Mrs Srejber is the Gov-
ernor’s alternate on the  General Council, a
member of the ’s Economic and Financial
Committee and a member of the ’s Interna-
tional Relations Committee. She has previously
been head of the Riksbank’s Monetary and For-
eign Exchange Policy Department, a member of
the Board of the , and Deputy  of Swed-
bank where she was responsible inter alia for 

issues.
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Villy Bergström, 

term of office of six years from 1 January 2002

Villy Bergström is Deputy Governor and has re-
sponsibility for preparing matters relating to the
Research Department and the Communications
Department as well as for the Riksbank’s opinions
on issues officially referred to the Bank for con-
sideration. Mr Bergström is a member of the
’s Working Party Three. He is an associate
professor of economics and has previously been
Head of the Trade Union Institute for Economic
Research (), a member of ’s Economic
Policy Group and editor-in-chief of the Dala
Demokraten newspaper.

Lars Nyberg, 

term of office of six years from 1 January 2000

Lars Nyberg is Deputy Governor and responsible
for preparing matters relating to the Financial
Stability Department and the Risk Management
Department. Up to and including , 
Mr Nyberg was a member of the Board of Dir-
ectors of Crane AB (formerly AB Tumba Bruk).
He has also been appointed by the Government
to the Board of Finansinspektionen (the Swedish
Financial Supervisory Authority). He is the Riks-
bank’s representative in the group of deputies for
the  Ministers and Governors, and is a mem-
ber of the ’s Banking Supervision Committee.
Mr Nyberg is an associate professor of economics
and has previously been Deputy  of Svenska
Handelsbanken and Swedbank, as well as  of
Länsförsäkringsbolagens förening.

Kristina Persson, 

term of office of six years from 1 May 2001

Kristina Persson is Deputy Governor and re-
sponsible for preparing matters relating to the
Administration Department and for  issues.
She is a graduate in business administration, has
been governor of the county of Jämtland, and
has worked at the Ministry of Finance, the Insti-
tute for Futures Studies, and as economist at the
Swedish Confederation of Professional Employees
(). She has also been a Member of Parliament
and its Committee on Finance, a member of the
Riksbank’s General Council and a member of
the European Parliament. 

Irma Rosenberg, 

term of office of six years from 1 January 2003

Irma Rosenberg is Deputy Governor and re-
sponsible for preparing matters relating to the
Monetary Policy Department and for matters
concerning the ownership of the Riksbank’s
subsidiaries. Mrs Rosenberg participates in 

meetings together with the Riksbank Governor.
She has a PhD in economics and has worked as
chief economist at the  mortgage institute.
She has also been chief economist for Posten (the
Swedish Post Office) and Postgirot Bank. Prior
to that she was head of research and head of
forecasting at the National Institute of Economic
Research and was also head of the economic
analysis group at the Riksbank during the years
-.

Kristina PerssonVilly Bergström Lars Nyberg Irma Rosenberg
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■ The General Council

The members of the General Council are Jan
Bergqvist (Chairman), Johan Gernandt (Vice
Chairman), Sinikka Bohlin, Susanne Eberstein,
Peter Egardt, Kenneth Kvist, Lennart Nilsson,
Kjell Nordström, Mats Odell, Karin Pilsäter and
Bengt Westerberg. 

The deputy members are Marianne Carlström,
Camilla Dahlin Andersson, Lars U. Granberg,
Siv Holma, Göran Hägglund, Sonia Karlsson,
Carin Lundberg, Stephan Tolstoy, Margareta af
Ugglas, Göte Wahlström and Tommy Waidelich.

THE FUNCTIONS OF THE GENERAL COUNCIL

The General Council appoints the members of
the Executive Board and decides on their salaries
and other terms of employment. It also adopts
the Riksbank’s Rules of Procedure and decides
on the design of banknotes and coins.

The General Council may present opinions
within its field of competence on issues officially
referred to the Riksbank for consideration. In
consultation with the Executive Board, the Gen-
eral Council may present proposals to the Riks-
dag and the Government regarding statutory
amendments or other measures in its sphere of
responsibility.

The General Council presents proposals to the
Riksdag and the Swedish National Audit Office
regarding the allocation of the Riksbank’s profits.

THE GENERAL COUNCIL IN 2003

In , the General Council met on ten occa-
sions. The Chairman and Vice Chairman attend-
ed regularly the meetings of the Executive Board.

The General Council has eleven members and as many deputies. Its members are appointed by

Parliament (the Riksdag) and have a term of office corresponding to the general election period.

The General Council selects among its number a Chairman and a Vice Chairman.
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Sinikka BohlinJan Bergqvist Johan Gernandt Susanne Eberstein Peter Egardt
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The General Council received regular reports on
the Riksbank’s activities from the Executive Board.

The General Council decided in  to issue
a commemorative coin on the occasion of the
th anniversary of the birth of Saint Birgitta,
as well as a jubilee coin to commemorate the th
anniversary of King Carl  Gustaf ’s accession
to the throne. The members visited Frankfurt am
Main in May, where they met representatives of
the Executive Board of the European Central
Bank, the Bundesbank and Deutsche Börse. The
visit was part of the ongoing contact that the Riks-
bank has with the .

The General Council’s Audit Unit focused
mainly on ensuring that the Rules of Procedure
comply with the Instructions for the Riksbank,
how the Executive Board members discharge their
duties and the Riksbank’s proposals for allocation
of profits. The conversion of the cash manage-
ment operations into an independent company
was also audited. 

Lennart NilssonKenneth Kvist

Kjell Nordström and
Mats Odell

Karin Pilsäter and
Bengt Westerberg
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T H E  R I K S B A N K ’ S  

P R I Z E  I N  E C O N O M I C

S C I E N C E S  2 0 0 3

■ The Riksbank’s Prize in Economic Sciences 

Sveriges Riksbank’s Prize in Economic Sciences
was established in connection with the Riksbank’s
th anniversary in . The prize is awarded
every year to a person or persons in the field of
economic sciences who have produced work of
outstanding importance. The Royal Swedish
Academy of Sciences chooses the prizewinner(s)
according to the same principles as for the Nobel
Prizes. The prize amount is the same as for the
Nobel Prizes,   million, and is paid by the
Riksbank. If there is more than one winner, the
prize amount is shared equally between them.

■ Robert F. Engle was born in  in Syracuse,
,  ( citizen). He holds a PhD from
Cornell University from  and is currently
Professor of Management of Financial Services
at New York University, .

■ Clive W. J. Granger was born in  in Swan-
sea, Wales ( citizen). He holds a PhD from
the University of Nottingham from  and
is currently Professor Emeritus of Economics at
the University of California in San Diego, .

Sveriges Riksbank’s Prize in Economic Sciences in memory of Alfred Nobel was awarded in 2003 to

Robert F. Engle of New York University, USA and Clive W. J. Granger of the University of California in

San Diego, USA. They received the prize for developing methods for analysing economic time series,

which has had great practical significance within the fields of macro analysis and financial analysis.

Previous prizewinners
The prize has been awarded every 
year from 1969 as follows:
1969 R. Frisch and J. Tinbergen
1970 P. A. Samuelson
1971 S. Kuznets
1972 J.R. Hicks and K.J. Arrow
1973 W. Leontief
1974 G. Myrdal and F.A. von Hayek
1975 L.V. Kantorovich and 

T.C. Koopmans
1976 M. Friedman
1977 B. Ohlin and J.E. Meade
1978 H.A. Simon
1979 T.W. Schultz and A. Lewis
1980 L.R. Klein
1981 J. Tobin
1982 G.J. Stigler
1983 G. Debreu
1984 R. Stone
1985 F. Modigliani
1986 J.M. Buchanan Jr

1987 R.M. Solow
1988 M. Allais
1989 T. Haavelmo
1990 H.M. Markowitz, M.H. Miller 

and W.F. Sharpe
1991 R.H. Coase
1992 G.S. Becker
1993 R.W. Fogel and D.C. North
1994 J.C. Harsanyi, J.F. Nash Jr and

R. Selten
1995 R.E. Lucas, Jr.
1996 J.A. Mirrlees and W. Vickrey
1997 R.C. Merton and M.S. Scholes
1998 A. Sen
1999 R.A. Mundell
2000 J.J. Heckman and D.L. McFadden
2001 G.A. Akerlof, A.M. Spence and 

J.E. Stiglitz
2002 Daniel Kahneman and 

Vernon L. Smith
2003 R.F. Engle and C.W.J. Granger

Robert F. Engle and Clive
W.J. Granger were awar-
ded Sveriges Riksbank’s
Prize in Economic Sciences
in memory of Alfred Nobel
2003. 
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■ Directors’ report

OPERATIONS

The operations of the Riksbank are governed by
Chapter , Articles  and  of the Instrument
of Government, Chapter , Article  of the Riks-
dag Act, and by the Sveriges Riksbank Act. Pur-
suant to Chapter , Article  of the Instrument
of Government, the Riksbank is “the Swedish
central bank and an authority under the Riksdag”.

The Riksbank is responsible for monetary
policy. According to Chapter , Article  of the
Sveriges Riksbank Act (:; most recently
amended version :), the objective of the
Riksbank’s operations is to maintain price stability.
The most important monetary policy instrument
for achieving this is the repo rate. The Riksbank
shall also promote a safe and efficient payment
system.

During , the Riksbank carried through the
agreement signed in  with Crane & Co re-
garding the sale of AB Tumba Bruk (currently
Crane AB). The Riksbank transferred as of
 December  all shares to Crane & Co for
  million. The first part of the settlement
amount,   million, was paid on the transfer
date, while the remainder will be paid in two
amounts:   million in  and   million
in . As previously agreed, the Riksbank will
absorb the operating losses for  and  as
well as some of the investment outlays. The Riks-
bank’s total undertakings for these years are esti-
mated to amount to   million, of which
  million was paid at the end of . The
final amount will be determined at the beginning
of .

A dividend of   million was received in
 from Eskilstuna Penningsmedja AB as a
final part of the sale of the coin operations to
Rahapaja Oy (the Finnish Mint).

The Riksbank transferred, with the approval
of the Riksdag (the Swedish parliament), the parts
of the area in Tumba designated as cultural heri-
tage buildings to the National Property Board.
The Riksbank also decided to establish a found-
ation to fund a paper mill museum, where Tumba
Bruk’s -year history will be on display to the
general public. The museum will be run by the
Royal Coin Cabinet and will open in .

In , the Executive Board decided to make
a shareholder’s contribution totalling 

  million to Svensk Kontantförsörjning AB
(), of which   million has been paid.
The purpose is to cover operating losses and re-
structuring costs.

The Riksbank signed a letter of intent with
Securitas regarding a transfer of the majority of
the commercial arm of the Riksbank’s cash man-
agement operations, Pengar i Sverige AB, to Sec-
uritas Värde AB. The aim is for Securitas Värde
AB to take over the main part of the activities in
Pengar i Sverige AB, including client undertakings.
The aim is also to offer the majority of the com-
pany’s staff employment at Securitas Värde AB.
It is intended that a final deed of transfer will be
signed no later than February . The pur-
chase sum will then be determined on the basis of
book values. The deal is subject to the approval
of the Swedish Competition Authority. It is cur-
rently difficult to estimate the final costs of the
ongoing restructuring and change of the opera-
tions in  and its subsidiaries. Additional
capital injections may be required.

ORGANISATION

According to Chapter , Article  of the Instru-
ment of Government, the Riksbank is led by an
Executive Board. The Board consists of six mem-
bers. During ,  Executive Board meetings
were held.

The General Council of the Riksbank appoints
the members of the Executive Board and super-
vises the Riksbank’s operations. The General
Council consists of  members and the same
number of deputies. During , the General
Council met on  occasions.

The Riksbank is organised into  departments.
Of the total number of department heads and
deputy heads, there are  men and  women.
The number of divisional heads totals , of which
 are men and  women.  During , a total
of  new department heads and  new divisional
heads were appointed. 

The Riksbank has three companies: Svensk
Kontantförsörjning AB, Eskilstuna Penningsmedja
AB and Tumba Kulturfastigheter AB. Crane AB
(formerly AB Tumba Bruk) was divested at the
end of .
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FINANCIAL STRUCTURE

The structure of the Riksbank’s balance sheet is
primarily adapted to showing the monetary policy
and exchange rate policy transactions. The fol-
lowing is a simplified version of the Riksbank’s
balance sheet:

TABLE 1

The Riksbank’s balance sheet as of 
31 December 2003, SEK million

Assets Liabilities

Gold 18 030 Banknotes and coins  
in circulation1 108 940

Foreign currency 
reserve 143 076 Deposits from banks                540 

Lending to banks   23 826 Other liabilities                    4 407

Other assets        1 372 Total capital                  72 417

Total                  186 304 Total                  186 304

Gold and foreign currency reserve

The gold and foreign currency reserve consists, as
the name implies, of gold and securities denomi-
nated in foreign currency, as well as Special Draw-
ing Rights with the International Monetary Fund.
The primary purpose of maintaining a foreign
exchange reserve is to be prepared for foreign ex-
change interventions. Another purpose is to invest
the liabilities in the balance sheet so as to yield as
high a return as possible, given the Riksbank’s
remit and adopted investment guidelines. In the
event of a severe crisis, the reserve could also be
used to provide support to Swedish banks. The
term ‘foreign exchange interventions’ refers to the
Riksbank’s purchases or sales of foreign currency
for Swedish krona with the aim of influencing the
exchange rate. Foreign exchange interventions
are most common under a fixed exchange rate.
Sweden has had a floating exchange rate since
, which means that the value of the krona in
relation to other currencies is determined by the
market. Interventions are possible under a system
of floating exchange rates, but are seldom. A
change of exchange rate regime can change this2.
The Riksbank made no interventions during .

The management of the foreign currency re-
serve aims to yield the highest return possible,
given the risk level set by the Executive Board of
the Riksbank. The foreign currency reserve, ex-
cluding Special Drawing Rights with the , is
mainly invested in government-backed assets in six

currencies:  dollars ( per cent), euro ( per
cent), British pounds ( per cent), Japanese yen
( per cent), Canadian dollars ( per cent) and
Australian dollars ( per cent).

As part of its management of the foreign cur-
rency reserve, the Riksbank participates in auto-
matic securities lending programmes with three
custody banks, whereby these banks lend the Riks-
bank’s securities on its behalf in exchange for other
securities. This enables the Riksbank to generate
additional returns. The total nominal value of
lent securities fell between the end of  and
 by    million, amounting at the end
of the year to    million.

In , the value of the foreign currency re-
serve declined by    million. The decline
was mainly due to the krona’s appreciation against
the majority of the currencies in the reserve during
the year, but was also a result of higher interest
rates in the markets in which the foreign currency
reserve was invested during the period.

The management of the gold reserve follows
the principles in an agreement from  between
a number of central banks in industrial nations.
According to this agreement, no gold may be sold
prior to autumn  and only a limited amount
may be lent. Therefore, the Riksbank only lends
parts of its gold holdings.

Deposits from and lending to banks

The banks’ borrowing requirements from the
Riksbank depend partly on the general public’s
willingness to hold banknotes and coins. Most of
the lending to banks is made through the Bank’s
main refinancing operations, also known as mone-
tary policy repos. A monetary policy repo means
that the Riksbank supplies liquidity by buying
securities from the banks and simultaneously
agreeing to sell back the securities to the banks
after a set period of time (among banks this is
known as a reverse repo). The duration is usually
one week. The Riksbank then receives back the
funds, and the securities are returned to the ori-
ginal owner. The decision on how much liquidity

1 Unlike most central banks, the Riksbank also issues coins.
2 It is the Government that determines which exchange rate

system Sweden shall have, while the Riksbank determines
how it shall be applied.
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should be supplied or withdrawn over the coming
week is based on a forecast of the payments or
flows that occur between the Riksbank and the
banks and that affect the relevant items in the
Riksbank’s balance sheet. In addition to lending
via repos, some deposit and lending activities are
carried on with banks via accounts.

Lending to banks declined during the year by
   million. The drop was mainly due to
the dividend paid to the Treasury in  of
   million in total. 

Banknotes and coins in circulation

The volume of banknotes and coins in circulation
is determined by demand from the general public.
In nominal terms, the volume increased between
the end of  and  by    million.
As in previous years, the volume showed seasonal
variations. The general public’s willingness to hold
banknotes and coins normally increases in con-
nection with public holidays, for instance over the
Christmas period.

Total capital

The size of the Riksbank’s capital increases when
the Bank makes realised or unrealised gains, and
declines when the opposite occurs. The Riksbank’s
total result includes the rise or fall in value of the
foreign currency reserve due to developments in
the krona exchange rate. Of the Riksbank’s pro-
fit,  per cent of the average result over the past
five years, excluding exchange rate effects, is trans-
ferred to the Treasury, and the rest is put in funds.
In , the dividend was    million. In
all, total capital, that is to say, the balancing ac-
count, capital and the result for the year, declined
by    million during .

The overall objective of the Riksbank’s ope-
rations is not to generate a profit. Any profit or
loss is a consequence of the Riksbank’s tasks as a
central bank. In , the Riksbank made a loss
of    million.

The result reported by the Riksbank can fluc-
tuate considerably, mainly due to the price and
exchange rate effects that arise when the foreign
currency reserve is valued at market value. This
is shown in the table below.

TABLE 2

The Riksbank’s results over the past five years, 
SEK million

2003 2002 2001 2000 1999

Interest income 5 316 7 220 9 197 9 572 8 347

Price effect -627 6 670 269 5 131 -6 328

Exchange rate 
effect -12 480 -13 161 9 133 6 224 2 038

Gold valuation 
effect -180 774 2 008 654 940

Other expenses/
income -1 309 -1 574 -1 330 -1 272 -1 072

Result for the year -9 280 -71 19 277 20 309 3 925

The Riksbank’s interest income for  totalled
   million. Interest income is generated
mainly from the assets in the foreign currency re-
serve and the Bank’s main refinancing operations.
With the exception of Canada, interest rates rose
during  in the markets in which the foreign
currency reserve was invested, entailing a nega-
tive price effect for the reserve of   million.
The negative exchange rate effect of   

million for the foreign currency reserve is due to
the krona’s appreciation against the majority of
the reserve currencies over the year. Against the
 dollar, the krona strengthened just less than 
 per cent. The gold valuation effect of minus 
  million corresponds to the unrealised
result of the year’s change in market value of the
price of gold, expressed in kronor. Although there
was a rise in the price of gold measured in dollars,
the depreciation of the dollar against the krona
entailed a slight fall in the krona price of gold
during the year.

The item Other expenses/income in the above
table comprises the remaining items in the profit
and loss account, that is to say, mainly banknote
and coin expenses, staff costs and administrative
expenses, as well as other expenses where one-off
expenses are reported.

The Riksbank’s financial risk management

The Riksbank’s financial risks stem mainly from
the management of the gold and foreign currency
reserve, the implementation of monetary policy
and from transactions in the payment systems.
Part of the Riksbank’s operations involves man-
aging these risks. The risks can be divided into:
credit risk, market risk, liquidity risk, operational
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risk and reputation risk. Prudent risk-taking within
set boundaries, coupled with established risk man-
agement methods, helps safeguard the Riksbank’s
independence and reputation.

The Executive Board is responsible for the
Riksbank’s operations and for ensuring that they
are conducted under close internal controls. The
Executive Board adopts the overall framework for
managing the Riksbank’s financial assets. Among
the committees under the supervision of the Ex-
ecutive Board is the Drafting Committee for Fin-
ancial Risk, which deals with issues regarding
risk policy, overall risk level, risk limits, methods
for risk measurement, and evaluation.

The Riksbank’s risk management is based on
the principle that operational risk management
is most effective when responsibility lies within
each department. Every department head is re-
sponsible for ensuring that the risks in his or her
operations are managed and controlled in a satis-
factory manner. Independent risk management is
exercised by the Risk Management Department,
which reports to the Executive Board. The Risk
Management Department carries out both an
independent control of the Riksbank’s financial
risks and an analysis of the results of the manage-
ment of the Riksbank’s financial assets. In ad-
dition, the Riksbank’s Internal Auditing Depart-
ment examines and assesses the efficiency and
integrity of the risk management.

Credit risk is the risk of incurring losses due to
the failure of a counterparty to meet its obliga-
tions with the Riksbank. Credit risk stems from
financial transactions that give rise to claims on
other financial institutions. The Riksbank man-
ages credit risk by setting both qualitative (for ex-
ample, credit ratings) and quantitative standards
for the Riksbank’s counterparties and for the sec-
urities that are provided as collateral to the Riks-
bank, for example when obtaining intraday credit
in the  payment system. Credit ratings from
recognised ratings institutes are used to assess the
credit standard of the collateral (debt instruments)
and counterparties in both monetary policy ope-
rations and the management of the foreign cur-
rency reserve. When lending against collateral, the
Riksbank generally requires additional margin.
In the management of the foreign currency re-
serve, the amount invested with each counterparty

is limited by the counterparty’s credit rating and
equity capital. The maximum permitted counter-
party exposure is expressed as a percentage of the
foreign currency reserve’s market value.

Liquidity risk is the risk of incurring losses or
considerably higher costs than expected due to
the inability of the Riksbank to immediately meet
its payment obligations. The Riksbank maintains
a level of liquidity that enables it to be prepared
for both regular and unforeseen payment obliga-
tions. To further reduce liquidity risk, the Riksbank
invests in instruments for which there are large,
liquid markets, as well as in different currencies
and different markets. Securities must have high
credit ratings if they are to be accepted by the Riks-
bank as collateral in different business transactions.

Market risk is the risk of incurring losses in the
Riksbank’s assets as a result of changes in interest
rates and exchange rates. Market risk is incurred
by the Riksbank investing its capital in gold and
interest-bearing assets in foreign markets. More-
over, market risk arises due to structural differen-
ces in assets and liabilities, for example regarding
maturity and currency. Foreign exchange risk,
which is the single biggest risk component, is man-
aged by the Riksbank by investing in six different
currencies (, , , ,  and ) with
different correlation to the krona (). The Ex-
ecutive Board stipulates the allocation between
the different currencies. A -per-cent change in
the value of the krona would, at the end of the
year, have changed the Riksbank’s result by 
  billion. Interest rate risk is managed by
keeping the foreign currency reserve’s modified
duration within a range established by the Exec-
utive Board. The range is . to . per cent, which
is a change compared with previous years (. to
. per cent). A rise of  percentage point in the
general level of international interest rates would
at the end of the year have entailed a reduction
in value of  . billion. The performance and
risk levels for the respective portfolios are assessed
daily against a benchmark portfolio. These risk
measures are supplemented by other measures
such as Value-at-Risk estimates3 (a) and regular

3 a is a statistical method that expresses the maximum 
potential loss that can arise at a particular probability 
level during a given period.
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stress and scenario analyses. The advantage of
a is that it captures various kinds of movements
in different markets, such as twists and steepening/
flattening of the yield curve, and higher/lower
volatility. It also enables risk to be aggregated over
several asset classes. When following up market
risk, measured as a, the Riksbank presently uses
a  per cent probability and a horizon of  days.

TABLE 3

The table sums up 10-day VaR for the Riksbank’s
gold and foreign currency reserve, SEK million:

2003 2003 2003  2003 2002

Min Max 31 Dec Average Average

Foreign 
exchange risk 2 670 3 228 2 932 2 885 3 636

Interest rate risk 1 236 1 615 1 304 1 392 1 511

Gold risk 745 907 907 841 704

Diversification -2 157 -2 320 -2 560 -2 289 -1 586

Total 2 494 3 430 2 583 2 829 4 265

Market risk in terms of a declined compared
with the previous year, mainly due to lower cor-
relation (covariance) between the currencies in
which the Riksbank invests, as well as an increase
in the number of currencies held. 

As regards the measurement of performance
and risk, the Riksbank endeavours to comply with
the recommendations of the Association of In-
vestment Management and Research ().

Operational risk is the risk of incurring losses
due to events, other than market incidents, in the
external environment or at the Riksbank (com-
puter faults, fraud, lack of expertise, deficient
regulatory compliance, other deficiencies in in-
ternal controls). Operational risk is managed by
having competent, risk-conscious staff, explicit
internal regulations and separate areas of respon-
sibility. In addition, the Riksbank’s functions for
conventional and  security complement the con-
trols employed by the Risk Management Depart-
ment. The heads of the operational departments
are also responsible for operational risks. In ,
the Riksbank developed a method for identifying,
measuring, reporting and thereby reducing ope-
rational risk.

Reputation risk is the risk that the Riksbank’s
reputation will be harmed as a result of the way
in which the financial operations are conducted.

This risk is mitigated by the Riksbank’s well-
developed risk management process, which in-
cludes guidelines for the staff ’s ethical behaviour
as well as quality requirements for the Bank’s
counterparties.

The methods used for measuring and following
up risks are developed continuously at the Riks-
bank, as in the entire financial sector. This is done
in cooperation with other central banks and fin-
ancial institutions. In , the Riksbank’s own
development work was primarily aimed at intro-
ducing a new system for supporting both the man-
agement of the gold and foreign currency reserve
and the implementation of monetary policy. The
new system, Simcorp Dimension, was launched
at the turn of the year ⁄. In , the
Riksbank’s rules and regulations for asset manage-
ment will be overhauled and new limits, calculated
as Value-at-Risk, evaluated.
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The balance sheet and the profit and loss account
for the Riksbank have been compiled pursuant
to the Sveriges Riksbank Act and in accordance
with the Accounting Instruction adopted for the
Riksbank by the Executive Board.

CHANGES IN ACCOUNTING PRINCIPLES

The accounting principles have not been changed
during .

However, in December , the Executive
Board decided, as of the financial year , to
replace the Accounting Instruction for the Riks-
bank with Rules for Accounting and Annual Ac-
counts at Sveriges Riksbank (Regler för bokföring
och årsredovisning i Sveriges riksbank), where the
accounting rules are taken from the Ordinance
(:) on Public Authorities’ Accounting (för-
ordning om myndigheters bokföring) and the rules
for annual accounts from the accounting guide-
line of the European System of Central Banks
(⁄⁄). The decision entails the following
important changes in the Riksbank’s accounting:
. Unrealised price and exchange rate gains and

losses will be reported separately. Unrealised
gains will no longer be reported in the profit
and loss account but entered directly in a
special liability account in the balance sheet.
Unrealised losses will be reported in the profit
and loss account if they exceed unrealised gains
booked in the balance sheet.

. Accrued interest on securities will be reported
under a separate balance sheet item.

.  Capital will be reported in the balance sheet
items Capital and Reserves, which means that
the reserve fund, contingency fund and balan-
cing account will be included in the Reserves
item.

. For purchases and sales of securities, the am-
ounts will be reported in the balance sheet as
from the settlement date instead of the trade
date.

REPORTING OF MARKET-LISTED ASSETS

The Riksbank’s market-listed assets are reported
in the balance sheet at the current market price.
Receivables and liabilities in foreign currency are
valued at the purchase price on the balance sheet
date. Accrued interest is included in the market
value of interest-bearing assets and liabilities.

Realised and unrealised gains and losses in for-
eign currency are credited or debited to the net
operating profit/loss under the item ‘‘Net result
of financial operations”. This item also includes
valuation of any existing forward positions, as well

as realised and unrealised price gains or losses on
securities.

REPORTING OF BUSINESS TRANSACTIONS

Business transactions are reported according to
the date on which the parties exchanged risks and
rights. For transactions in the money, bond and
foreign exchange markets, this involves trade-date
accounting. Lending and borrowing transactions,
including repo transactions, are reported on the
settlement date.

REPO ACCOUNTING

A repo is an agreement to sell assets, such as se-
curities or gold, whereby the seller simultaneously
undertakes to repurchase the assets at a specified
price on a specific date in the future. These agree-
ments are reported as loan transactions and there-
fore do not affect the holdings of securities and
gold.

Assets pledged by the Riksbank as collateral for
repos are still reported in the balance sheet and
are valued in accordance with the applicable rules
for the Riksbank’s other holdings of securities and
gold. An amount equivalent to the received pur-
chase sum is reported as a liability, while the trans-
ferred assets are reported as memorandum items.

Assets received by the Riksbank under reverse
repos are not reported in the balance sheet be-
cause they constitute loan collateral. An amount
equivalent to the paid purchase sum is reported
as a receivable. The difference between the two
payments in a repo (spot and forward) is treated
on an accrual basis over the term of the repo.
Transactions carried out within the framework of
agreements on automatic repos are only reported
in the balance sheet if collateral is pledged in
the form of cash for the entire duration of the
transaction.

ACCOUNTING FOR TANGIBLE FIXED ASSETS

The Riksbank’s tangible fixed assets are booked
at acquisition value and depreciated according to
plan. Write-downs are done when the reduction
in value is judged to be permanent. Write-ups are
only allowed if the asset has a reliable and lasting
value that significantly exceeds the book value.
Buildings are depreciated over a period of 

years, other fixed assets over - years. Machinery
and equipment is written off over - years. 

Direct staff costs attributable to IT investments
developed in-house are included in the asset’s
acquisition value.

■ Accounting principles
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■ Balance Sheet SEK MILLION

Assets NOTE 31-12-2003 31-12-2002

Gold 1 18 030 18 210

Claims on residents outside Sweden denominated 
in foreign currency

Receivables from the IMF  2 12 267 14 306

Balances with banks and security investments 3 130 809 136 288

143 076 150 594

Lending to monetary policy counterparties denominated 
in Swedish kronor

Main refinancing operations 4 23 826 29 219

Fine-tuning operations 5 – 1 415

Marginal lending facility 6 0 87

23 826 30 721

Other assets

Tangible and intangible fixed assets 7 509 455

Financial assets 8 324 382

Accruals and deferred expenditure 9 10 13

Claims for securities settlement proceeds 10 193 365

Other assets  11 336 244

1 372 1 459

Total assets 186 304 200 984

Liabilities and capital NOTE 31-12-2003 31-12-2002

Banknotes and coins in circulation

Banknotes 12 103 675 101 979

Coins 13 5 265 5 005

108 940 106 984

Liabilities to monetary policy counterparties 
denominated in Swedish kronor

Deposit facility 14 49 87

Fine-tuning operations  15 491 –

540 87

Liabilities to residents outside Sweden denominated 
in Swedish kronor 16 125 207

Liabilities to residents outside Sweden denominated 
in foreign currency  17 998 356

Counterpart of Special Drawing Rights allocated by the IMF  18 2 654 2 939

Other liabilities

Off-balance sheet instruments 19 16 17

Accruals and deferred income 20 6 6

Liabilities on securities settlement proceeds 21 73 544

Other liabilities 22 535 647

630 1 214

Balancing account and capital

Balancing account 23 31 141 26 325

Capital 24 50 556 62 943

81 697 89 268

Result for the year -9 280 -71

Total liabilities and capital 186 304 200 984

For Memorandum items, see Note 37.
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■ Profit and Loss Account SEK MILLION

NOTE 2003 2002

Interest income 25 5 316 7 220

Interest expenses 26 -121 -206

Net result of financial operations 27 -13 287 -5 717

Fees and commission income 28 18 10

Fees and commission expenses 29 -8 -3

Income from equity shares 30 185 39

Other income 31 5 4

Total net income -7 892 1 347

Staff costs 32 -323 -337

Administrative expenses 33 -228 -216

Depreciation of fixed assets 34 -72 -69

Banknote and coin expenses 35 -244 -322

Other expenses 36 -521 -474

Total expenses -1 388 -1 418

Result for the year -9 280 -71
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NOTE 1 Gold
31-12-2003 31-12-2002

Quantity

Troy ounces (million) 5.96 5.96

Price

USD per ounce 416.50 347.85

SEK/USD 7.26 8.78

Book value 18 030 18 210

The Riksbank holds 5.96 million ounces (troy/oz) of
gold, which is equivalent to 185.4 tonnes.

NOTE 2 Receivables from the IMF
31-12-2003 31-12-2002

Special Drawing Rights 1 430 1 569

Reserve position in the IMF 10 611 12 479

Other receivables 200 221

Accrued interest 26 37

Total 12 267 14 306

The Riksbank holds Special Drawing Rights of SDR 133
million. The Riksbank’s total capital contribution (quota)
to the IMF amounts to SDR 2 395.5 million and is 
booked net of the IMF’s account for Swedish kronor
under the item Reserve position in the IMF.

The item Other receivables refers to an interest-free
deposit with the IMF as manager of contributions to the
IMF’s share of the debt relief initiative HIPC (Heavily
Indebted Poor Countries) and to the Fund’s concessional
lending. The deposit of a total of SDR 18.6 million shall
be repaid by 1 January 2019.

NOTE 3 Balances with banks and security investments
31-12-2003 31-12-2002

Balances with banks 8 329 9 483

Security investments 120 582 124 354

Accrued interest 1 898 2 451

Total 130 809 136 288

This item consists mainly of foreign government secu-
rities and state-guaranteed securities as well as balances
with foreign banks, such as deposits and nostro ac-
counts. The securities are denominated in US dollars,
euro, British pounds, Japanese yen, Canadian dollars
and Australian dollars. Net balances in Target/E-RIX are
also reported here.

NOTE 4 Main refinancing operations
The Riksbank’s regular monetary policy repo operations
are reported under this item.

The decline is principally due to the fact that the 
dividend payment to the Treasury in 2003, totalling 
SEK 7 500 million, was financed through a reduction
in the monetary policy repo.

NOTE 5 Fine-tuning operations
This item is used to report funds lent with a view to
fine-tuning liquidity in the financial system.  

NOTE 6 Marginal lending facility
This item is used to report overnight loans to banks on
their K-RIX accounts at the Riksbank.

NOTE 7 Tangible and intangible fixed assets
31-12-2003 31-12-2002

Land and buildings

Acquisition value 331 308

Accumulated depreciation -90 -90

Book value land and buildings 241 218

Machinery and equipment

Acquisition value 492 527

Accumulated depreciation -224 -290

Book value machinery 
and equipment 268 237

Total 509 455

During 2003, the Riksbank sold its property in Gävle,
which means that the Bank now owns two properties
– the head office and Baggensnäs. The item Book value
machinery and equipment includes application systems
in an amount of SEK 129 million (112). Installations on
own property are reported as of 2003 under the item
Machinery and equipment. The comparative figures in
the above table have been adjusted to reflect this. 

NOTE 8 Financial assets
31-12-2003 31-12-2002

Shares and participation rights

Crane AB – 43
860 000 shares with a par value 
of SEK 100 each

Svensk Kontantförsörjning AB 0 15
150 000 shares with a par value 
of SEK 100 each

Eskilstuna Penningsmedja AB 0 0
1 000 shares with a par value 
of SEK 100 each

Tumba Kulturfastigheter AB 0 0
1 000 shares with a par value 
of SEK 100 each

Swift 0 0
33 shares with a par value 
of EUR 125 each

BIS 267 267
16 021 shares with a par value of SDR 
5 000 of which 25% has been paid up

European Central Bank 57 57
5 % of 2.6537 % of the total 
capital subscriptions

Total 324 382

The Riksbank’s shareholding in Crane AB was sold on
30 December 2003. During 2003, the Riksbank made
a shareholder contribution of SEK 125 million to Svensk
Kontantförsörjning AB, which initially increased the book
value. The shareholding was thereafter written down
to SEK 1. 

NOTE 9 Accruals and deferred expenditure
Prepaid expenses and accrued income that do not relate
to interest-bearing assets and liabilities are reported here.

■ Notes SEK MILLION. FIGURES IN PARENTHESES REFER TO 2002.
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NOTE 10 Claims on securities settlement proceeds
Claims on securities settlement proceeds refers to settle-
ments for securities that have been sold but where pay-
ment has not yet been received. 

NOTE 11 Other assets
31-12-2003 31-12-2002

Staff loans 245 200

Accrued interest on gold lending 45 18

Claim on Crane & Co. Inc. 24 –

VAT recoverable 17 24

Other 5 2

Total 336 244

The item Claim on Crane & Co. Inc. refers to part of
the sale amount for Crane AB and will be settled by the
payment of USD 1 million in 2008 and USD 3 million
in 2011.

NOTE 12 Banknotes
The value of banknotes in circulation, by denomination:

31-12-2003 31-12-2002

1 000 kronor 45 652 46 920

500 kronor 44 788 42 046

100 kronor 10 091 10 025

50 kronor 1 192 1 122

20 kronor 1 643 1 556

10 kronor 229 230

5 kronor 80 80

Total 103 675 101 979

NOTE 13 Coins
The value of coins in circulation, by denomination:

31-12-2003 31-12-2002

10 kronor 2 051 1 921

5 kronor 1 156 1 113

2 kronor 8 8

1 kronor 1 159 1 108

0.50 kronor 276 263

Commemorative coins 615 592

Total 5 265 5 005

NOTE 14 Deposit facility
Overnight deposits from the banks in their K-RIX
accounts at the Riksbank are reported here.

NOTE 15 Fine-tuning operations
This item is used to report deposits for the purpose of
fine tuning liquidity in the financial system.

NOTE 16 Liabilities to residents outside Sweden 
denominated in Swedish kronor

Accounts in Swedish kronor that the Riksbank holds on
behalf of other central banks and international organi-
sations are reported here.

NOTE 17 Liabilities to residents outside Sweden
denominated in foreign currency

Amounts corresponding to purchase amounts received
in foreign currency for deposit repos are reported here.

NOTE 18 Counterpart of Special Drawing Rights
allocated by the IMF

The Riksbank’s liability, including accrued interest, cor-
responding to the Special Drawing Rights allocated by
the IMF is reported here. The accumulated amount
granted totals SDR 246.5. 

NOTE 19 Off-balance sheet instruments
31-12-2003 31-12-2002

Interest rate forwards – 12

FX forwards – 19

FX swaps, negative value 94 14

FX swaps, positive value -78 -28

Total 16 17

Off-balance sheet items with a negative net market
value are reported here. The off-balance sheet items’
nominal amounts are shown below: 

31-12-2003 31-12-2002

Interest rate forwards – 3 801

FX forwards – 1 010

FX swaps, negative value 5 051 2 640

FX swaps, positive value 2 696 2 576

Total 7 747 10 027

NOTE 20 Accruals and deferred income
This item is used to report accrued expenses and de-
ferred income not relating to interest-bearing assets and
liabilities.

NOTE 21 Liabilities on securities settlement proceeds
Liabilities on securities settlement proceeds refer to
purchase amounts for acquired securities where pay-
ment has not yet been made.  

NOTE 22 Other liabilities
31-12-2003 31-12-2002

Pension liability 228 537

Holiday pay liability 24 22

Accounts payable – trade 55 57

Provisions 212 11

Other 16 20

Total 535 647

During 2003, the Riksbank joined the Government’s
pension insurance scheme and thereby redeemed its
pension liability, including special employer’s contribu-
tion, of SEK 318 million for persons that, as at 31 Dec-
ember 2002, either had employment or an annuity right
at the Riksbank. The remainder of the pension liability
relates to retired persons and has been calculated by
the National Government Employee Pensions Board and
includes a provision for a special employer’s contribution.
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The item Provisions refers mainly to a provision of 
SEK 150 million for the approved, but not yet paid, share-
holder contribution to Svensk Kontantförsörjning AB.
The item also includes a provision of SEK 30 million for
an approved payment of capital to the Tumba Bruk
Foundation (Stiftelsen Tumba Bruk), as well as 
SEK 15 million regarding a commitment to compensate
the National Property Board for the preparation of the
buildings in which the Tumba Bruk museum will carry
on its activities. Furthermore, the item includes a pro-
vision of SEK 7 million from 2002 regarding a commit-
ment to provide compensation to the National Property
Board for neglected maintenance of buildings donated
by Tumba Kulturfastigheter in 2002. There is also a
provision of SEK 7 million regarding a commitment to
cover part of any operating losses in Crane AB.

NOTE 23 Balancing account
This account has been used since 1988 in accordance
with the guidelines for the allocation of the Riksbank’s
net revenue.

NOTE 24 Capital
31-12-2003 31-12-2002

Capital 1 000 1 000

Reserve fund 500 500

Contingency fund 49 056 61 443

Total 50 556 62 943

The Sveriges Riksbank Act states that the Riksbank shall
have capital in an amount of SEK 1 000 million, a re-
serve fund of SEK 500 million and a contingency fund.
The size of the contingency fund is not regulated in the
Sveriges Riksbank Act, but has been used since 1988
according to the guidelines for the Riksbank’s allocation
of net revenue, which were adopted in the same year.
It has also been used for entering the amounts of asset
write-ups. The Riksbank’s gold reserve was written up
to market value on 31 December 1998 and fixed assets
were entered in the balance sheet in1994 at acquisition
value minus depreciation. During 2003, a transfer of
SEK 52 million was made between the sub-items Write-
up of fixed assets and Allocation of net revenue, due
to the year’s depreciation and sales of the written-up
fixed assets. The value of the BIS shares was written
up in 1996 to correspond to the market value of the
gold used as payment for the share allocation in that
year. The above-mentioned allocations and write-ups
are shown in the table below:

31-12-2003 31-12-2002

Allocations of net revenue

Exchange rate effects 24 418 37 579

Gold valuation effects 4 376 3 602

Other allocations of net revenue 7 221 7 169

Write-up of assets

Gold reserve 12 686 12 686

Fixed assets 120 172

BIS shares 235 235

Total 49 056 61 443

The changes in the items Balancing account, Capital,
and Result for the year are explained in the table
below:

Balancing Result for 
account Capital the year Total

Balance 31 December 2002 26 325 62 943 -71 89 197

Transfer to the Treasury -7 500 -7 500

Transfer to/from

Balancing account 4 816 -4 816 0

Contingency fund -12 387 12 387 0

Result for the year -9 280 -9 280

Balance 31 December 2003 31 141 50 556 -9 280 72 417

NOTE 25 Interest income
2003 2002

Foreign securities 4 702 5 734

Main refinancing operations 598 1 465

Other 16 21

Total 5 316 7 220

This item primarily includes bond interest and interest
received from the main refinancing operations.

NOTE 26 Interest expenses
2003 2002

Foreign liabilities -112 -188

Domestic liabilities -9 -18

Total -121 -206

Interest expenses consist primarily of interest on deposit
accounts at the Riksbank.

NOTE 27 Net result of financial operations
2003 2002

Price effect -627 6 670

Exchange rate effect -12 480 -13 161

Gold valuation effect -180 774

Total -13 287 -5 717

The price effect consists of realised and unrealised gains
and losses on securities.

The exchange rate effect includes realised and unre-
alised gains and losses from assets and liabilities in for-
eign currency.

The gold valuation effect includes unrealised results
relating to changes in the market value of the gold re-
serve during 2003.

NOTE 28 Fees and commission income
This item mainly includes annual fees and transaction
fees with regard to the RIX system. 

NOTE 29 Fees and commission expenses
This item mainly includes expenses for securities custody
accounts.
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NOTE 30 Income from equity shares
Dividends of SEK 38 million (39) and SEK 147 million (0)
were received from BIS and Eskilstuna Penningsmedja
AB, respectively.

NOTE 31 Other income
Other income is mainly in respect of compensation from
the Swedish International Development Cooperation
Agency (SIDA) regarding staff seconded from the Riks-
bank.

NOTE 32 Staff costs
2003 2002

Salaries and benefits -173 -172

Pension costs -74 -72

Social security charges -64 -70

Other -12 -23

Total -323 -337

Salaries and benefits to the members of the Executive
Board in 2003 totalled SEK 9.8 million (11.1), broken
down as follows: Lars Heikensten SEK 1.4 million, Eva
Srejber SEK 1.8 million, Villy Bergström SEK 1.7 million,
Lars Nyberg SEK 1.7 million, Kristina Persson SEK 1.6
million and Irma Rosenberg SEK 1.6 million. In addition,
Lars Heikensten received SEK 0.6 million in remuneration
in 2003 from the Bank for International Settlements.

Urban Bäckström received a salary and benefits in
2003 totalling SEK 1.9 million, which was reported as
a cost in 2002. The General Council has decided that
during the statutory qualification period, of no longer
than one year after the cessation of employment, mem-
bers of the Executive Board shall receive a full salary
without performing official duties. However, a deduction
will be made for any income from other employment
during this period.

According to a decision of the General Council on 
21 May 1999 regarding guidelines for pension conditions
for members of the Riksbank’s Executive Board, the re-
gulation (RFS 1996:4) issued by the Administrative Board
of the Riksdag on the implementation of the ordinance
on pensions for senior government officials, etc.
(1995:1038) shall apply to members of the Executive
Board. This regulation stipulates, however, that earlier
provisions shall apply to persons covered by the regu-
lations that were rescinded on 31 December 1996, which
means that Eva Srejber and Lars Heikensten are covered
by the earlier regulation (1991:1160) on pensions for
senior government officials, etc., while the four other
Board members are covered by the newer regulation
(1995:1038).

During 2003, staff costs attributable to IT investments
developed in-house have been included in the acquisition
value of the asset in an amount of SEK 15 million (8).

The item Pension costs includes SEK 27 million in re-
spect of a preliminary fee, including a special employer’s
contribution, to the Government’s collective pension
insurance scheme. The item also includes SEK 10 million
in respect of both indexation and an upward adjust-
ment for forgone interest regarding the Bank’s redeemed
pension liability.

The average number of employees in 2003 totalled
439 (437), of which 199 (200) were women and 240
(237) men. The number of employees at the end of the
year was 426 (440). The figures for the number of em-
ployees refer to full-time posts, i.e. part-time positions
have been totalled to correspond to full-time posts.

Sick leave in 2003 was 4.3 per cent (3.8 per cent) of
employees’ total working hours. Sick leave over a con-
tinuous period of 60 days or more in 2003 was 66.8
per cent (66.2 per cent) of total sick leave. Women’s
sick leave in relation to total regular working hours for
women amounted in 2003 to 6.3 per cent (5.6 per cent),
while the corresponding figure for men in 2003 was
2.6 per cent (2.1 per cent).

The table below shows sick leave for each age group
in relation to the total regular working hours for the
group:

2003 2002

29 years or younger 1.6% 2.2%

30-49 years 2.2% 2.6%

50 years or older 8.9% 6.1%

NOTE 33 Administrative expenses
2003 2002

Information, hospitality -13 -14

Transport, travel -18 -19

Consulting assignments -41 -60

Other external services -37 -9

IT operation -51 -54

Economics prize -17 -17

Office and property maintenance -44 -37

Other -7 -6

Total -228 -216

Information expenses include costs for the Riksbank’s
regular publications (Inflation Report, Financial Stability
Report, Annual Report, Economic Review, etc.), special
information projects, the staff magazine Bancoposten,
etc. 

The item Other external services includes costs of
SEK 22 million (6) in respect of statistics services from
Statistics Sweden. The item also includes a fee of 
SEK 7 million to Svensk Kontantförsörjning AB for
destruction and authenticity checks of banknotes.

NOTE 34 Depreciation of fixed assets
This item is used to report depreciation according to
plan of tangible and intangible fixed assets.

NOTE 35 Banknote and coin expenses
Of the total cost for banknotes and coins of SEK 244
million (322), SEK 131 million (202) is in respect of the
purchase of banknotes and SEK 113 million (120) for
the purchase of coins.
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NOTE 36 Other expenses
The item Other expenses refers mainly to a write-down
of SEK 140 million (435) regarding the Bank’s share-
holding in Svensk Kontantförsörjning AB, and a provi-
sion for the approved, but not yet paid, shareholder
contribution of SEK 150 million. The item also includes a
write-down of SEK 172 million in respect of the share-
holding in Crane AB and a provision of SEK 7 million
regarding a commitment to cover part of any operating
losses in Crane AB. The item also includes a provision
of SEK 30 million for an approved payment of capital
to the Tumba Bruk Foundation (Stiftelsen Tumba Bruk),
as well as SEK 15 million regarding a commitment to
compensate the National Property Board for the pre-
paration of the buildings in which the Tumba Bruk
museum will carry on its activities. The item also inclu-
des a write-down of SEK 4 million in respect of the
shareholding in Tumba Kulturfastigheter AB due to a
shareholder contribution aimed at covering the com-
pany’s expenses for so-called exit tax.

NOTE 37 Memorandum items
Pledged collateral
Securities with a market value equivalent to SEK 991
million (0) have been pledged in connection with for-
eign securities repos.

Securities with a market value equivalent to SEK 64
million (96) have been pledged as marginal collateral.

Gold with a market value equivalent to SEK 9 972
million (11 047) has been lent.

Contingent liabilities
Agreements under GAB (General Arrangements to
Borrow) and NAB (New Arrangements to Borrow) to
provide the IMF with a credit facility of up to SDR 850
million (859). The Riksbank’s commitment fell marginally
in 2003 as the number of participants was increased to
include the Central Bank of Chile while the total credit
amount remained unchanged.

Agreements where the Riksbank guarantees the value
of Swedish government bonds, Treasury bills and mort-
gage bonds pledged as collateral for intraday credits
between commercial banks and central banks in the
euro area.

The nominal value of outstanding FX swaps totalled
SEK 7 747 million (5 216). There were no interest rate
forwards or FX forwards outstanding at the end of the
year. 

An undertaking to pay KPA Pensionsförsäkring AB
supplementary compensation if so required as a result
of index-linking the pension benefits to which the in-
sured is entitled. This undertaking refers to personnel
transferred from the Riksbank to AB Tumba Bruk (now
Crane AB) in 1971.

The Riksbank has made a pledge to a limited number of
officials who have transferred to employment at Pengar
i Sverige AB (now Svensk Kontantförsörjning AB) that
they will have the possibility to return to employment
at the Riksbank as long as the company is owned by
the Riksbank. If the share majority passes to another
owner or owners, the corresponding commitment will
be valid for a maximum of two years after the change
in majority ownership.

Undertaking to provide the Nobel Foundation with funds
annually for the award of a prize in economic sciences
in memory of Alfred Nobel.

Undertaking to pay BIS, if so demanded, the remaining
75 per cent of the nominal value of the Riksbank’s share-
holding in BIS. The commitment amounted to SEK 645
million at the end of 2003.

The agreement with the central banks of Denmark,
Norway and Iceland to provide short-term currency
support up to EUR 1 000 million expired in 2003.
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■ Five-year overview SEK MILLION

F I V E - Y E A R  O V E R V I E W

The five-year overview presents the balance sheet and
profit and loss account in accordance with current
accounting principles.

Balance Sheet 31-12-03 31-12-02 31-12-01 31-12-00 31-12-99

Assets

Gold 18 030 18 210 17 436 15 428 14 774

Claims on residents 
outside Sweden 
denominated 
in foreign currency

Receivables 
from the IMF 12 267 14 306 13 293 10 671 12 949

Balances with banks 
and security 
investments 130 809 136 288 134 405 141 948 125 018

143 076 150 594 147 698 152 619 137 967

Lending to monetary 
policy counterparties 
denominated 
in Swedish kronor

Main refinancing 
operations 23 826 29 219 65 118 40 871 45 596

Fine-tuning 
operations – 1 415 3 988 2 285 –

Marginal 
lending facility 0 87 29 48 37

23 826 30 721 69 135 43 204 45 633

Securities of residents 
in Sweden denominated 
in Swedish kronor – – – 20 728 28 998

Other assets

Tangible fixed assets 509 455 406 372 354

Financial assets 324 382 617 667 767

Off-balance sheet 
instruments – – – – 13

Accruals and deferred 
expenditure 10 13 4 17 5

Claims for securities 
settlement proceeds 193 365 – – –

Other assets 336 244 236 220 254

1 372 1 459 1 263 1 276 1 393

Total assets 186 304 200 984 235 532 233 255 228 765

Liabilities and capital

Banknotes and 
coins in circulation

Banknotes 103 675 101 979 102 367 93 229 94 237

Coins 5 265 5 005 4 744 4 434 4 213

108 940 106 984 107 111 97 663 98 450

Liabilities to monetary 
policy counterparties 
denominated in 
Swedish kronor

Deposit facility 49 87 48 108 257

Fine-tuning 
operations 491 – – – 4 200

540 87 48 108 4 457

Balance sheet
cont. 31-12-03 31-12-02 31-12-01 31-12-00 31-12-99

Liabilities to residents 
outside Sweden 
denominated in 
Swedish kronor 125 207 161 159 156

Liabilities to residents 
in Sweden denominated 
in foreign currency – – 2 204 1 432 2 018

Liabilities to residents 
outside Sweden 
denominated in 
foreign currency 998 356 3 549 4 105 5 256

Counterpart of 
SDRs allocated 
by the IMF 2 654 2 939 3 271 3 066 2 899

Other liabilities

Off-balance sheet 
instruments 16 17 176 130 –

Accruals and 
deferred income 6 6 9 6 2

Liabilities on securities 
settlement proceeds 73 544 – 493 –

Other liabilities 535 647 2 435 603 499

630 1 214 2 620 1 232 501

Balancing account 
and capital

Balancing account 31 141 26 325 26 401 42 193 51 046

Capital 50 556 62 943 70 890 62 988 60 057

81 697 89 268 97 291 105 181 111 103

Result for the year -9 280 -71 19 277 20 309 3 925

Total liabilities 
and capital 186 304 200 984 235 532 233 255 228 765

Profit and 
Loss Account 2003 2002 2001 2000 1999

Interest income 5 316 7 220 9 197 9 572 8 347

Interest expenses -121 -206 -445 -548 -393

Net result of financial 
operations -13 287 -5 717 11 410 12 009 3 352

Fees and 
commission income 18 10 11 12 53

Fees and 
commission expenses -8 -3 -4 -7 -7

Income from 
equity shares 185 39 35 38 36

Other income 5 4 11 21 17

Total net income -7 892 1 347 20 215 21 097 4 701

Staff costs -323 -337 -279 -253 -271

Administrative 
expenses -228 -216 -211 -160 -173

Depreciation of 
fixed assets          -72 -69      -63 -62 -69

Banknote and 
coin expenses -244 -322 -332 -209 -138

Other expenses -521 -474 -53 -104 -125

Total expenses -1 388 -1 418 -938 -788 -776

Result for the year -9 280 -71 19 277 20 309 3 925



Balance Sheet (consolidated), SEK million
31-12-2003 31-12-2002

Fixed assets 176 256

Current assets 524 132

Total assets 700 388

Capital 39 210

Provisions 121 25

Long-term liabilities 0 8

Current liabilities 540 145

Total equity capital and liabilities 700 388

Board of Directors
Gunnar Bäckman, Chairman
Kersti Eriksen
Lennart Hagberg
Heine Andersson, employee representative

Managing Director
Kai Barvell 

Address
Svensk Kontantförsörjning AB
Peter Mommas väg 2
SE-147 43 Tumba
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C O M P A N I E S  

■ The Riksbank’s companies SEK MILLION

Svensk Kontantförsörjning AB 
The company was split into two companies in 2002 and
the commercial operations were concentrated to the
‘new’ Pengar i Sverige. A letter of intent was signed
during the year between the Riksbank and Securitas
Värde AB with a view to transferring the majority of the
commercial arm of the Riksbank’s cash management
activities in Pengar i Sverige. The transfer, which is sub-
ject to the approval of the Swedish Competition Auth-
ority, is due to be completed by the end of June 2004
at the latest. The Riksbank appointed a group during
the year with the aim of assessing the opportunities to
further improve the efficiency of cash management at
the Riksbank and in society. The group will also investi-
gate whether SKAB’s operations should continue to be
carried on in company form or within the Riksbank.

Restructuring costs totalled SEK 217 million. These
include both the previous dividing up of the company
and the reduction of the number of offices in the sub-
sidiary Pengar i Sverige AB. The results for the two ope-
rating companies Svensk Kontantförsörjning AB and
Pengar i Sverige AB have been unsatisfactory.

During the year, the Riksbank decided to provide a
shareholder contribution of SEK 275 million, of which
SEK 125 million has been paid. The increase in total
assets is explained by the fact that cash in own stocks
have been included in the balance sheet for Pengar i
Sverige as from 17 February 2003. Svensk Kontantför-
sörjning AB has guaranteed a credit with SEB to Pengar
i Sverige AB of a maximum of SEK 600 million for fin-
ancing of the cash stocks.

Besides Pengar i Sverige AB, the corporate group
comprises the subsidiaries Svenska Kontanthanterings-
system AB, Swedcash AB (dormant), and Svenska Kon-
tanthanteringsfastigheter AB with two subsidiaries that
own the two remaining properties.

Profit and Loss Account (consolidated), SEK million
2003 2002

Operating income 292 283

Operating expenses -715 -507*

Operating profit/loss -423 -224

Financial items -23 -13*

Result after financial items -446 -237

Taxes 0 0

Result for the year -446 -237

* The figure has been changed in accordance with the company’s 
adopted profit and loss account.



67

S
V

E
R

IG
E

S
 R

IK
S

B
A

N
K

 2
0

0
3

T H E  R I K S B A N K ’ S  

C O M P A N I E S  

Eskilstuna Penningsmedja AB in liquidation
The company is a wholly-owned subsidiary of the Riks-
bank. On 1 January 2002, the company acquired the
coin operations and a property in Eskilstuna from AB
Tumba Bruk (now Crane AB) for immediate sale to the
Finnish mint, Rahapaja Oy, through its subsidiary Nordic
Coin AB. The company has not carried on any operations.

The guarantee commitments in relation to Nordic Coin
AB expired in 2003, without any claims being made,
and the Riksbank has not found reason to continue with
the company. In accordance with a decision of a gene-
ral meeting of shareholders on 11 September 2003, the
company was put into liquidation on 15 September
2003. The company will be wound up as soon as pos-
sible after the expiry of the claim period for unknown
creditors on 13 April 2004. The company’s remaining
assets will then be distributed to the Riksbank.

Profit and Loss Account, SEK million 
01-01-2003 08-10-2001
31-12-2003 31-12-2002

Capital gain on sale of 
coin operations, etc. – 196.7

Other expenses 0 -0.2

Financial items 3.2 8.2

Result after financial items 3.2 204.7

Tax on the year’s result -0.9 -57.3

Result for the year 2.3 147.4

Balance Sheet, SEK million 
31-12-2003 31-12-2002

Current assets 3.3 204.8

Total assets 3.3 204.8

Capital 2.4 147.5

Current liabilities 0.9 57.3

Total equity capital and liabilities 3.3 204.8

Liquidator
Malin Sandquist

Address
Eskilstuna Penningsmedja AB
c/o Advokatfirman Hammarskiöld & Co
Box 2278, SE-103 17 Stockholm

Stockholm, 10 February 2004

Lars Heikensten
Governor

Lars Nyberg
Deputy Governor

Eva Srejber
First Deputy Governor

Kristina Persson
Deputy Governor

Villy Bergström
Deputy Governor

Irma Rosenberg
Deputy Governor

Tumba Kulturfastigheter AB
The company is a wholly-owned subsidiary of the Riks-
bank. In December 2001, the company acquired pro-
perty and equipment from AB Tumba Bruk (now Crane
AB). The cultural heritage area was transferred in 2002
to the National Property Board. The aim is to ensure
that the mill environment, which is industrially and cul-
turally unique, is preserved for future generations. In
2003, three plots of residential land were sold.

Equipment was transferred to the Royal Coin Cabinet
during the year, after the Riksbank’s decision to form
a foundation (Stiftelsen Tumba Bruk) for financing the
running of a paper mill museum. Among other things,
the museum will display the history of Tumba Bruk.
The museum is expected to open during spring 2005
following renovation of certain buildings and the con-
struction of displays. 

Once the museum has opened and the remaining
land been sold or transferred to the Riksbank, the aim
is to wind up the company.

Profit and Loss Account, SEK million
01-01-2003 08-10-2001
31-12-2003 31-12-2002

Operating income 1.8 -

Operating expenses -0.1 -1.0

Operating profit/loss 1.7 -1.0

Financial items -0.1 0

Result after financial items 1.6 -1.0

Tax on the year’s result -4.2 -

Result for the year -2.6 -1.0

Balance Sheet, SEK million
31-12-2003 31-12-2002

Current assets 2.0 0.2

Total assets 2.0 0.2

Equity capital 1.5 0.1

Liabilities 0.5 0.1

Total equity capital and liabilities 2.0 0.2

Board of Directors
Kersti Eriksen, Chairman
Björn Hasselgren

Address
Tumba Kulturfastigheter AB, c/o Sveriges Riksbank
Secretariat of the Executive Board, SE-103 37 Stockholm



68

S
V

E
R

IG
E

S
 R

IK
S

B
A

N
K

 2
0

0
3

A L L O C A T I O N  O F

P R O F I T S

■ Proposal to the Riksdag for the 
allocation of profits for 

The General Council of the Riksbank resolved
on  February  to submit the following pro-
posal for the allocation of the Riksbank’s profits. 

The result before appropriations for 

amounts to a loss of    million. The
General Council proposes the following transfers:

SEK million

Transfer to the Treasury 6 100 Mkr

Transfer from the contingency fund -12 660 Mkr

Transfer from the balancing account -2 720 Mkr

The proposal has been calculated on the basis of
the guidelines adopted by the General Council
in .

The principle of allocation of profits entails
that  per cent of the average profit for the past
five years, excluding exchange rate and gold val-
uation effects, is transferred to the Treasury. 
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A U D I T O R ’ S  R E P O R T

■ Auditor’s report

The Swedish National Audit Office (Riksrevision-
en) has audited the Annual Report of Sveriges
Riksbank, approved by the Executive Board of the
Riksbank on  February , for the financial
year . 

The Executive Board of the Riksbank is re-
sponsible for the annual accounts. 

It is the responsibility of Riksrevisionen to ex-
amine the Riksbank Annual Report in accordance
with generally accepted auditing standards with
the aim of reaching an assessment of whether the
Annual Report and the underlying documenta-
tion are reliable, that the accounts are true and
fair, and whether the Executive Board’s admini-
stration has observed applicable regulations and
any special decisions.

The audit has been carried out in accordance
with generally accepted auditing standards. This
means that the audit has been planned and per-
formed with the aim of obtaining reasonable
grounds for making an assessment of whether the
Annual Report is true and fair. The examination
has accordingly included a selection of significant
transactions and administrative decisions.

The audit gives reasonable ground for the state-
ments set out below.

The Annual Report has been prepared in ac-
cordance with the Sveriges Riksbank Act. The
Accounting Instruction adopted by the Executive
Board of the Riksbank has been applied for the
balance sheet and the profit and loss account. 

It is the opinion of Riksrevisionen that the
Annual Report gives a true and fair picture of
the performance and position of the Riksbank.

Furthermore, Riksrevisionen recommends to
the Swedish Parliament (the Riksdag) that the
balance sheet and the profit and loss account be
adopted.

Riksrevisionen also recommends to the Swedish
Parliament that the General Council of the Riks-
bank be discharged from liability for operations
and the Executive Board be discharged from lia-
bility for administration of the Riksbank in .

The decision in this matter was made by
Lennart Grufberg, Auditor General. The audit
was presented by Filip Cassel, Audit Director.
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■ Glossary

Asset prices Prices of assets such as shares, bonds and
property.

Balance of payments The statistical reporting of a
country’s economic transactions with the rest of the
world.

BIS The Bank for International Settlements in Basel is
“the central banks’ bank” and a cooperation organisa-
tion for central banks. Its members currently comprise
55 central banks, including most of the European central
banks. Its board of governors consists of the G10
countries.

Counterparty The other party in a financial transaction.

ECB The European Central Bank in Frankfurt. The bank
was established on 1 June 1998 and is the joint central
bank for the countries fully participating in the third
stage of EMU.

Econometric models Econometric models use historical
correlations, calculated by means of statistical methods,
to illustrate the relationships between different parts of
the economy.

EFC The EU’s Economic and Financial Committee,
which advises the ECOFIN Council on issues of eco-
nomic policy.

EMU Economic and Monetary Union. The third and
final stage began on 1 January 1999, when the ex-
change rates between the currencies in the twelve par-
ticipating countries were fixed irrevocably and respon-
sibility for monetary policy was transferred from these
countries to the ECB Governing Council.

ESCB The European System of Central Banks. The ESCB
consists of the ECB and the 15 national central banks
in the EU.

Exchange rate The price of a currency expressed in units
of another currency.

Exchange rate policy A central bank’s actions to influ-
ence its own currency’s exchange rate against other
currencies.

G10 The Group of Ten, G10, is based on a loan agree-
ment entered into by ten countries with the IMF in
1961 in order to supply the latter with liquidity under
exceptional circumstances. Besides this, the Group has
served primarily as an investigative body on issues re-
garding the international financial system. The Riksbank,
together with the Ministry of Finance, represents Swe-
den in this cooperation. A special cooperation also
exists between the central banks of the G10, within
the framework of the BIS. This includes a number of
committees that endeavour to strengthen international
financial stability in different ways. 

IMF The International Monetary Fund was formed in
1944 to promote trade and growth by encouraging
international monetary cooperation and financial stability.
The organisation currently has 184 member countries,
and the Riksbank serves as the contact body for the IMF
in Sweden.

Inflation General price rises that cause a reduction in
the value of money. The opposite is known as deflation.

Intervention When a central bank buys or sells currency
in the foreign exchange market with the aim of influ-
encing its own country’s exchange rate.

Key interest rates The interest rates set by the Riksbank:
the deposit rate, the lending rate and the repo rate.

Long-term interest rate Interest on loans with a term
to maturity of more than one year.

Monetary policy The Riksbank’s actions to influence
the interest rate level and, indirectly, the price level.

Money market A market consisting of banks and other
financial institutions that accept short-term deposits
and grant short-term loans for a period of one day up
to one year. (The capital market is aimed at medium-
and long-term credit).

Official discount rate A reference rate that reflects the
general interest rate situation and is invoked, e.g., in
the Interest Act’s provisions on penalty interest. With
effect from 1 July 2000, the Swedish National Debt
Office took over from the Riksbank the task of esta-
blishing and publishing the official discount rate.

Payment system The infrastructure used to execute
payments.

Price stability A fixed value of money. According to the
Riksbank’s definition, price stability means keeping CPI
inflation at 2 per cent ±1 percentage point.

Repo A transaction whereby the Riksbank lends money
to the banks through so-called monetary policy repos.
A monetary policy repo means that the Riksbank sup-
plies funds to the banking system by buying securities
from the banks and at the same time agreeing to sell
back the securities to the banks after a set period of
time (among market participants this is known as a
reverse repo). The Riksbank then receives back the funds
and the securities are returned to the original owner.

Repo rate The interest rate banks have to pay (or
receive) when borrowing funds from (or depositing
funds in) the Riksbank.
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■ Publications

The Riksbank produces a number of publications each
year. The most important are:

The Inflation Report is issued four times a year. The
report forms a basis for monetary policy decisions. It is
also intended to make the Riksbank’s assessments gen-
erally accessible in order to stimulate interest in and
facilitate understanding of monetary policy.

The Financial Stability Report is issued twice a year. The
report describes the Riksbank’s views of developments
in the financial system and what these developments
entail for stability. The aim is to promote better stability
in the financial system and to stimulate discussion re-
garding issues concerning the stability of the payment
system.

Sveriges Riksbank Economic Review is issued four
times a year. This quarterly journal contains articles on
subjects in the Riksbank’s field of operations.

The Annual Report provides an account of monetary
and foreign exchange policy during the past year. It
also contains the Riksbank’s annual accounts, including
a directors’ report, balance sheet, and profit and loss
account.

The Working Paper Series presents reports connected
to the Riksbank’s field of operations that are also con-
sidered to be of interest to parties outside the bank. 

Publications from the European Central Bank (ECB).

Information material about the Riksbank.

All the Riksbank’s publications are available on its
website (www.riksbank.se). The majority of them are
published in both Swedish and English. The simplest
way to order them is through the order function on
the website. The Riksbank also publishes press releases,
speeches, articles and minutes from the meetings of
the Executive Board and the General Council on its
website.

Address
Sveriges Riksbank
SE-103 37 Stockholm
Telephone +46 8 787 00 00
www.riksbank.se

RIX The Riksbank’s system for the clearing and settle-
ment of large-value interbank payments. The system
settles payments both in kronor (K-RIX) and in euro
(E-RIX) in accordance with the principle of real-time
gross settlement. RIX is linked to TARGET (see below).

Settlement The meeting of an obligation when a sec-
urity or money is transferred from one party to another.
The transfer is often merely an accounting measure.

Short-term interest rate Interest on loans with a term
to maturity of less than one year.

TARGET The EU’s common payment system to which
member countries’ national payment systems are con-
nected. It links together 16 central banks and approxi-
mately 5,000 commercial banks.

Value dating A physical transaction whereby cash is
placed in/distributed from the Riksbank’s cash stocks on
behalf of a bank or the Swedish Cashier Service (Svensk
kassaservice). The cash is thereby deposited to/with-
drawn from the bank’s account at the Riksbank and the
calculation of interest for the bank in question changes.
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■ Opinions

The following opinions on issues officially referred to the
Riksbank for comment were presented by the Executive
Board in 2003. Unless otherwise stated, the decision
was taken by Deputy Governor Villy Bergström, who is
the Executive Board member responsible for preparing
opinions.

Ministry of Finance
16-12-2003
Opinion on the final report “Proposal for a modernised
solvency system for insurance companies” (SOU
2003:84). A decision on this matter was taken by the
Executive Board of the Riksbank.

13-11-2003
Opinion on a memorandum regarding ratification of an
amendment to the Statute of the European System of
Central Banks and the European Central Bank. A deci-
sion on this matter was taken by the Executive Board
of the Riksbank.

16-10-2003
Opinion on a proposal for guidelines regarding the
management of the central government debt.

16-09-2003
Opinion on the Swedish Financial Supervisory Authority
report “Conflicts of interest in Swedish life insurance
companies”. A decision on this matter was taken by
the Executive Board of the Riksbank.

26-08-2003
Opinion on the department memorandum “Financial
collateral” (Ds 2003:38).

11-06-2003
Opinion regarding proposal to amend the Act on tax
on returns from pension funds (1990:661).

28-05-2003
Opinion on the report “Our taxes?” (SOU 2002:47).
A decision on this matter was taken by the Executive
Board of the Riksbank.

05-05-2003
Opinion on proposal for a European Parliament and
Council directive regarding transparency requirements
for issuers whose securities are traded on regulated
markets.

24-04-2003
Opinion on the report “Development and improvement
of economic statistics” (SOU 2002:118), and the interim
report “Improved statistics on household income”
(2002:73). A decision on this matter was taken by the
Executive Board of the Riksbank.

24-04-2003
Opinion on “Future financial oversight” (SOU 2003:22).
A decision on this matter was taken by the Executive
Board of the Riksbank.

15-04-2003
Opinion on working document from the Financial Action
Task Force on Money Laundering (FATF) regarding
oversight of its 40 recommendations.

31-03-2003
Opinion on the report “Principles for a modernised
solvency system for insurance companies” (SOU
2003:14).

28-03-2003
Opinion on document regarding control data for inter-
national payments.

26-03-2003
Opinion regarding memorandum on the liquidation of
Konungariket Sveriges stadshypotekskassa 
(Fi 2003/1937).

07-03-2003
Opinion on the final report (SOU 2002:104) of the
Committee on Mutual Funds (Värdepappersfonds-
utredningen). A decision on this matter was taken by
the Executive Board of the Riksbank.

20-02-2003
Opinion on the memorandum “Stronger economic
driving forces for employers to reduce sick leave” (Ds
2002:63). A decision on this matter was taken by the
Executive Board of the Riksbank.

17-02-2003
Opinion on department memorandum “Reporting and
valuation of financial instruments in credit institutions
and securities companies and some other reporting issues
for financial companies” (Ds 2002:61).

Finansinspektionen 
(the Swedish Financial Supervisory Authority)
28-11-2003
Opinion on Finansinspektionen’s proposal for a change
to general guidelines for auditors appointed by Finans-
inspektionen and to general guidelines on control,
internal information and internal control.

15-10-2003
Opinion on memorandum regarding proposal for
amendment of Finansinspektionen’s regulations and
general guidelines (FFFS 2002:22) regarding annual
accounts in credit institutions and securities companies.

16-05-2003
Opinion on proposal for amended regulations and
general guidelines on capital adequacy and large
exposures.

Ministry of Justice
15-10-2003
Opinion on the report on International accounting in
Swedish companies (SOU 2003:71).

28-08-2003
Opinion on the memorandum regarding a proposal for
a European Company Act (Ds 2003:15). A decision on
this matter was taken by the Executive Board of the
Riksbank.

13-02-2003
Opinion on the department memorandum “European
insolvency” (Ds 2002:59).
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Ministry of Industry, Employment and Communications
24-06-2003
Opinion on the Transparency Committee’s report
“Incorporation of the transparency directive” (SOU
2003:48).

26-03-2003
Opinion on the proposal for the establishment of a
European Network and Information Security Agency.

The Parliamentary Auditors
24-04-2003
Opinion on the Parliamentary Auditors’ report “The
Riksbank’s operations – a study of productivity at the
Riksbank” (2002/03:11). A decision on this matter was
taken by the Executive Board of the Riksbank.

09-04-2003
Opinion on the Parliamentary Auditors’ report
(2002/03:9) “Procurement at Sveriges Riksbank”. 
A decision on this matter was taken by the Executive
Board of the Riksbank.

Statistics Sweden
25-08-2003
Opinion regarding Statistics Sweden’s work on revising
the classification of economic activities.

03-02-2003
Opinion on Statistics Sweden’s proposal for a new form
for quarterly statistics for certain securities companies
(ES 03/55).

Ministry for Foreign Affairs
01-09-2003
Opinion on the department document “The European
Convention on the future of the EU: results and starting
points ahead of the next Government conference”. A
decision on this matter was taken by the Executive
Board of the Riksbank.

23-06-2003
Opinion on the department memorandum “The
accession of the candidate countries to the European
Union” (Ds 2003:28).







Sveriges Riksbank
SE-103 37 Stockholm
Visiting address:
Brunkebergs torg 11

www.riksbank.se
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