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Ladies and Gentlemen, Dear shareholders and Guests:

It is a pleasure to welcome all of you here today to the first Annual General Meeting of ABB Ltd, the new group holding company. I welcome you here in Wettingen and also in Västerås. With this new satellite technology we will be able to hold a single annual meeting in which all of our shareholders can jointly take part, in Sweden and here in Switzerland. I look forward to your collective participation in Wettingen and in Västerås.

The attendance at this Annual General Meeting has reached an all-time high, with more than 2000 participants in Switzerland and 1,250 participants in Sweden, almost 3300 in total.

It’s a new world out there—more open borders, more transparency, more competition, much of the change fired by lightning-fast advances in Information Technology. 

We are reinventing ABB to be a leader in that new world.

· As you all remember, we acquired Elsag Bailey in January 1999. The integration is well under way and ahead of schedule.

· We divested our 50-percent-share in Adtranz.

· We founded the fifty-fifty joint venture ABB ALSTOM POWER with the French company ALSTOM.

· We acquired several service companies, one of the biggest with some 3,000 employees in Brazil.

· We sold a number of low-margin, low-growth business, among others, standard cables.

· We also reached an agreement to divest our nuclear business.

· And we bought a reinsurance company as part of our goal to further expand in Financial Services. A strengthened Financial Services segment will be able to support our industrial activities even more.

Furthermore, we are streamlining our internal processes. One example of what we do is what we call “Global Processes,” including the use of the Internet, and eCommerce. Standardizing many of our business processes will make us faster, more responsive, and thus more competitive.

If we look at the acquisitions and divestitures I just mentioned, you will recognize that these were guided by our commitment to achieving certain value targets, such as higher market share, higher revenues or margins, above-average return on our investments. 

These create more value not only for you, our shareholders, but also higher value for our customers, for our employees, and for the communities in which we operate.

Let me now briefly present the 1999 results compared to 1998. I’d like to point out first that the figures from our former Power Generation segment have been taken out of the 1998 figures so that we can compare the two years based on more or less the same scope of businesses.

Starting with revenues, they increased 4 percent nominally in 1999. But as you remember, we consolidate in U.S. dollars. In 1999, the U.S. dollar gained in strength against European currencies. In other words, reported in local currencies, our revenues rose by 8 percent, which we consider good growth.

Operating earnings were up 30 percent, in local currencies 34 percent. These 1999 figures reflect a capital gain of $262 million from the contribution of most of our power generation business to ABB ALSTOM POWER. 

In 1999, net income increased by 24 percent, reported in local currencies, 26 percent. This is by far the highest net income ever reported in the history of ABB, almost a tripling of the net income reported in 1997. 

Let us now look briefly at the individual segments:

Automation is our largest segment, with a share of total revenues of 30 percent. The Building Technologies segment, formerly called “Products and Contracting,” generates almost 25 percent of our total revenues.

Three further segments—Power Generation, Power Distribution as well as Oil, Gas and Petrochemicals—each generated between 11 and 14 percent of total revenues.

In 1999, the section Various/Corporate consisted mainly of our nuclear business, accounting for sales of $ 500 million. Pending regulatory approval, we will sell these activities to U.K.-based BNFL.

All of our industrial segments increased their earnings in 1999. Including last year’s capital gain, the segment Financial Services also achieved record earnings.

When we acquired Elsag Bailey early in 1999, we said the costs of integrating the new company into ABB would dilute earnings in the Automation segment for 1999 and 2000. The integration is going ahead of schedule, and we expect to benefit from the resulting synergies earlier than originally predicted. That is why we can already report a 16-percent increase in earnings for 1999.

Operating cash flow is a true reflection of how a company generates money. Our operating cash flow grew from $1 billion in 1998 to $1.8 billion last year. I do not consider this a one-off increase, but as a new basis for further improvements.

Here is one example of how we release capital. In the past 3 years, we have constantly been reducing our assets land and building machinery and equipment in relation to our revenues to the current level of some 11 percent. This has made us more flexible and less dependent on heavy assets.

We reached an operating margin of 9.8 percent in 1999, a record high even if you exclude the capital gain.

Another ratio I would like to highlight is return on equity. With 27.9 percent, we reached one of the best results in the history of ABB. 

Our global presence has been a key to our success over the years. Here is how the situation looks for 1999, with our former power generation businesses no longer included: 

· In Europe, we currently employ 106,000 people, 

· Almost 20,000 in Asia, 

· Some 10,000 in the Middle East & Africa, 

· and 29,000 in the Americas. 

This means we have some 35,000-40,000 people, about one quarter of the total number of ABB employees, in emerging markets.

Staff training and career promotion are of great importance to our company. If we take Switzerland as an example, ABB currently employs 1153 apprentices. In Sweden, very soon there will be more than 500 young people who successfully completed the “ABB-Industry College” with a university entrance qualification.

In 1999, the number of highly qualified staff with higher education or university degrees amounted to 38 percent at ABB Sweden and to 44 percent at ABB Switzerland.

Another measure of the transformation of ABB is the share of our business in services, clear evidence of increasingly knowledge-based activities at our customers. For the whole group, services account for approximately one quarter of our activities. 

After the successful introduction of the ABB single share, we are now moving ahead full steam for a U.S. share listing. This implies two things. First of all, we will have to present our future results according to U.S.-GAAP, the set of “Generally Accepted Accounting Principles” of the United States. For shareholders, this means we will increase transparency and publish even more information than before.

Most companies need several years to fully implement these accounting principles. In line with our tradition at ABB, we plan to complete this project within several months. We want to be listed at the New York Stock Exchange to be able to offer a direct instrument to investors and employees in the U.S.

Furthermore, I think that a global company should be listed in the USA, the largest capital market in the world. We expect to make the first filing in the next few months.

Now let us turn to the future.

Our forecast is based on a positive development in all regions. We expect an accelerated growth rate for Europe. The American economy will continue to grow, although at a slower pace. Asia will show above-average growth rates, and the economic situation in Africa will continue to improve.

Based on these assumptions, we expect an increased volume of orders received for the year 2000. Operating earnings should also increase for virtually all segments.

Regarding Group results, we also expect to go beyond 1999 results. Operating earnings should, excluding the capital gain, exceed the level of 1999. Cash flow will continue to grow at least at the same rate as earnings.

We have developed longer-term targets covering the next for years for the segments as well as for the Group. For the group, our target is an average annual revenue growth of 6 to 7 percent, with a 12-percent result margin by the end of 2003.

These were a few words on our 1999 performance and a brief forecast into the future. Now, I would like to tell you some more about the new ABB, a knowledge-based company aiming to be a leader in the fast-changing global economy of the future.

Perhaps the most dramatic signs of change can be found in our business portfolio. We will continue to expand our position as knowledge-based service and high-tech/software company. If we are in a business where we do not expect to be a market leader, then we will search for other partners and divest this business.

A key to tapping new sources is the expertise in information technology. A specialty of ABB is what we call Industrial IT, the total integration of all parts of a business into a single software-controlled and automated system. Here we expect solid growth rates. The best-kept secret within ABB may very well be that we currently employ some 25,000 software engineers.

Another exciting opportunity is the new dot-com world. We have launched a major initiative to strengthen our eCommerce by introducing something of an “ABB department store” linking up with customers, suppliers and other stakeholders through the Internet. 

Currently, we are handling some 70 different projects, covering all segments, with planned investments of several hundred million dollars. Our virtual “ABB department store” will be able to offer a third of our standard products by the end of this year. Next year, it will comprise the full range of ABB products. By the end of this year, one third of all purchases of catalogue products will be carried out via the Internet.

The internet will radically change the we handle our purchasing activities, the way we sell and the way we cooperate with our customers and within ABB. We are fully aware of the vast opportunities the Internet offers to our company. We will continue to make full use of these opportunities.

Sustainability is another priority for us. We look at it in a broad sense, meaning not only environmental issues but also the societal responsibilities that global companies like ABB must take seriously in this globalizing economy. 

We work with outside constituencies—universities, governments, research institutes, non-governmental organizations—to find common solutions to not only environmental challenges but also social ones, like poverty, illiteracy, and human rights. 

ABB and other global companies, because of our geographic scope, our technology, and our ability to move fast, can play a lead role in making sustainability a reality.

ABB recently was named the top company among its peers in the Dow Jones sustainability group index, a survey of some 220 companies in 68 industries. This means we fulfill certain requirements for sustainable performance in this group. We are very proud to have been recognized for that, but we know there is a lot more to do. 

I’ve mentioned “technology” a few times. This is vital to ABB’s success and we invest more than $2 billion in R&D to make sure we can continue to deliver breakthrough products to the market. 

Let me show you some examples of innovative solutions by ABB. Wireless communication has become natural to almost all of us. Many people use mobile phones. Why shouldn’t machines, robots or control systems call each other? Technically, this obviously is possible, but the environment in a state-of-the-art manufacturing plant with thousands of sensors calls for special requirements regarding reliability and availability.

ABB is the first company worldwide to offer industrial process controllers using wireless communication. We succeeded in defining a new industry standard with this new technology.

Another example of our technological leadership is this floating online water analyzer, a lab the size of a soccer ball, to measure water quality. Whereas currently, water quality must be determined in labs, with costly procedures, this system can analyze the four most important components of water quality simultaneously, online, without delays.

The complete lab equipment is mounted on a microchip, even including microbes to measure water quality. Biotechnology, micromechanics and the latest advancements of measuring technology have been combined to create this tiny device. ABB is the only company offering such a device.

Let us turn to the manufacturing of paper, as a further example. High quality is the critical parameter for virtually all paper applications. We have developed a procedure with which paper quality can be measured in the manufacturing process already. Any deviation from the target quality can be corrected immediately, reducing the amount of waste by thousands of tons, compared to current procedures.

And here a last example, automated manufacturing of transformers. Orders are placed via the Internet and will be delivered within 24 hours.

I was trained on a computer with punch-cards, not on a laptop. Nowadays, we need to bring together young researchers who have grown up with IT and the Internet, with our experienced managers who understand our customers and their businesses. This will be the major management challenge of the future.

Certainly we are facing a new world where speed, flexibility and brainpower, in other words, intellectual performance, are key to delivering greater value. 

And we are reinventing ABB to be a leader in that new world. We are expanding into businesses were we can be leaders and leaving businesses where we cannot. 

Our 1999 results show that we are heading in the right direction, that we have been successful so far. We are very pleased to be granted your future support.

Thank you for your attention.
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