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SCA in Brief


1998
1997

Net sales, SEK M
45,355
43,592

Earnings after financial items, SEK M
4,052
3,262

Debt/equity ratio, times
0.71
0.64

Earnings per share after tax, SEK*
13.39
10.51

Cash flow from operations per share, SEK
13.95
18.37

· Earnings per share amounted to SEK 13.39 (10.51), an increase of 27% compared with the corresponding period in 1997.

· Earnings after financial items amounted to SEK 4,052 M (3,262), an increase of 24% compared with the year-earlier period. Excluding nonrecurring gains amounting to SEK 400 M (425), earnings after financial items improved by 29%.

· Operating surplus improved, amounting to SEK 7,844 M (6,963), corresponding to 17% (16) of net sales.

· Hygiene Products posted a volume growth of slightly more than 10%, with return on capital employed amounting to 21%.

· The Packaging business area reported a 35% improvement in earnings compared with the corresponding period in the preceding year.

· Operating profit in the Graphic Paper business area more than tripled compared with the corresponding period a year earlier. Wood-containing publications papers posted an improvement in operating profit for the fourth consecutive quarter.
NET Sales and earnings
The Group's net sales in the first nine months amounted to SEK 45,355 M (43,592), an increase of 4% compared with the corresponding period a year earlier. Adjusted for divestments, the increase was 7%. The improvement is attributable to favorable effects of higher prices, 1%, a net volume increase of 5% and positive currency effects of 1%. Compared with the second quarter of 1998, net sales rose 3% in the third quarter, due to higher sales in all business areas except Forest and Timber.

Group operating profit improved 22% to SEK 4,968 M (4,066). The reported operating profit includes capital gains of SEK 400 M (425).

Group earnings after financial items rose 24% to SEK 4,052 M (3,262). Foreign exchange movements affected earnings positively in the amount of about SEK 100 M.

Financial items amounted to an expense of SEK 916 M (804). The change is attributable equally to higher net debt liabilities and higher interest rates as a result of higher share of financing in SEK. The interest coverage multiple was 5.4 (5.1).

Net earnings after tax amounted to SEK 2,648 M (2,075). Earnings per share after full tax and full dilution improved 27% to SEK 13.39 (10.51).

Calculated on a rolling 12-month basis, return on shareholders' equity was 13% (12), and return on capital employed was 14% (12). For the period from January 1 through September 30, return on equity and capital employed amounted to 14% (12) and 14% (12), respectively.
CASH FLOW

SEK M
9809
9709

Net sales
45,355
43,592

Operating surplus
7,844
6,963

% of net sales
17
16

Current capital expenditures
-1,267
-1,394

% of net sales
3
3

Changes in working capital
-1,653
-664

Other operating cash flow changes
-221
13

Operating cash flow
4,703
4,918

Income taxes paid, etc¹
-1,177
-805

Free cash flow
3,526
4,113

per share, SEK
17.80
20.81

Interest paid after taxes
-763
-482

Cash flow from current operations
2,763
3,631

per share, SEK
13.95
18.37

Strategic capital investments
-2,063
-2,067

per share, SEK
-10.42
-10.46

Cash flow before dividend
700
1,564

per share, SEK
3.53
7.91

¹ Tax attributable to operating profit
Operating surplus improved, amounting to SEK 7,844 M (6,963), corresponding to 17% (16) of net sales. 

Operating cash flow amounted to SEK 4,703 M (4,918). An increase in working capital reduced cash flow by SEK 1,653 M (664). The increase was due to higher accounts receivables as a result of higher invoicing, longer credit periods in certain segments and to a lesser extent increases in inventories amounting to approximately SEK 400 M. Current capital expenditures amounted to SEK 1,267 M (1,394).

Cash flow from current operations, defined as cash flow before strategic capital expenditures and dividends, amounted to SEK 2,763 M (3,631), or SEK 13,95 (18.37) per share.

Strategic capital investments, that is, strategic capital expenditures as well as acquisitions and divestments, amounted to a net of SEK 2,063 M (2,067), or SEK 10.42 (10.46) per share. Acquisitions included the purchase of additional shares in PWA, with the current holding amounting to 96%, the Spanish tissue company Marpo, a minority holding in Lantero, a Spanish packaging company, the Holland Pacific Paper Inc. tissue company in the Philippines for SEK 130 M, as well as the Russian tissue company Svetogorsk Tissue for SEK 200 M. Divestments included the sale of Mölnlycke’s Clinical Products Division.

NET DEBT AND DEBT/EQUITY RATIO

Net debt amounted to SEK 20,209 M, which is SEK 1,191 M higher than at 1 January 1998. The increase is attributable to a net of positive cash flow from current operations amounting to SEK 2,763 M, payments for strategic capital expenditures and dividends, totaling SEK 3,208 M, and negative effects of currency movements amounting to SEK 746 M.

As a result of the weakening of the Swedish krona, shareholders' equity rose by approximately SEK 1,000 M. This change is a consequence of SCA's policy to hedge the Group's net assets outside Sweden, which is based on the principle that the debt/equity ratio should not be affected by foreign exchange rate fluctuations.

The reported equity/assets ratio was 38% (38), with a debt/equity ratio of 0.71 (0.64). Equity/assets ratio at December 31, 1997 was 37%, with a debt/equity ratio of 0.73.
Hygiene Products business area
SEK M
98:3
98:2
98:1
9809
9709

Net sales

Operating profit

Volume growth (%)

   Tissue products

   Fluff products
6,490

600

2*

4*
6,395         

605

  0* 

5*
6,328

616


19,213

1,821

13** 

8** 
17,928

1,972



*) Compared with the immediately preceding quarter   **) Compared with 9709
Net sales during the first nine months of 1998 amounted to SEK 19,213 M (17,928), an increase of 7% compared with the year-earlier period. The increase was attributable to net effects of a 10% volume growth in core operations as well as lower prices and changes in the product mix, down 2%. Changes in currency rates yielded a positive effect on sales of slightly less than 1% and the negative volume effects in other operations was 2%.

Operating profit amounted to SEK 1,821 M (1,972). Lower product prices and higher raw material costs for pulp and recycled paper were fully offset by higher volumes. However, the period was charged with increased costs for development and product introductions amounting to about SEK 200 M, as part of the strategy to offer the market new products at an ever-increasing pace. 

Return on capital employed was 21%.

Compared with the second quarter of 1998, price levels during the third quarter were slightly less than 2% lower. The declining pulp prices have not yet had an effect on earnings. The volume increase for the third quarter compared with the second was 4% for fluff products and 2% for tissue.
Packaging business area
SEK M
98:3
98:2
98:1
9809
9709

Net sales

Operating profit

Deliveries m sq. m.

   Corrugated board*
3,725

396

703
3,650

395

724
3,828

373

728
11,203

1,164

2,155
10,763

860

2,079

Production and deliveries, liner products, see table ”Volumes” on page 13.

*)  Volumes adjusted compared with preceding Interim Report.
Net sales during the period amounted to SEK 11,203 M (10,763). Accordingly, sales rose slightly more than 4%, with half of the increase attributable equally to higher prices and volume improvements and half to currency effects.

Operating profit amounted to SEK 1,164 M (860). The increase in earnings was based on higher prices and productivity improvements.

Return on capital employed amounted to 13%.

Operations during the first nine months of 1998 were characterized by moderate volume growth for corrugated board and liner products, which contributed to a positive price trend for corrugated board at the end of the period. However, the prices for kraftliner began to decline during the third quarter.

During October, the liner mills in Obbola and Witzenhausen will be shutdown for planned rebuildings, which will effect earnings in the fourth quarter adversely in the amount of about SEK 70 M.
Graphic Paper business area
SEK M
98:3
98:2
98:1
9809
9709

Net sales

Operating profit
4,779

492
4,491

425
4,673

465
13,943

1,382
12,221

448

   Wood-containing publication papers
358
317
279
954
265

   Fine papers, paper merchanting, market pulp
134
108
186
428
183

Production and deliveries, see table ”Volumes” on page 13.

Net sales during the first nine months of 1998 amounted to SEK 13,943 M (12,221), an increase of 14% compared with the year-earlier period. Volume growth accounted for 5%, higher prices for 7% and currency effects 2%. 

Operating profit for the period amounted to SEK 1,382 M (448). The earnings improvement in wood-containing publication papers was based on higher prices and increased volumes. Price hikes and productivity improvements accounted for the sharp earnings improvement in fine papers and pulp. However, deliveries of fine papers were down 2% compared with the corresponding period in the preceding year.

Return on capital employed amounted to 12%.

Compared with the second quarter of 1998, higher prices contributed to the improved earnings reported for wood-containing publication papers.

Compared with the second quarter, fine paper prices fell in the third quarter, which was offset by higher deliveries. Earnings from pulp operations improved in the third quarter compared with the second. This improvement was due to a maintenance stop that reduced earnings in the second quarter.
FOREST AND TIMBER
SEK M
98:3
98:2
98:1
9809
9709

Net sales

Operating profit
901

140
1,033

188
1,053

188
2,987

516
3,040

591

Earnings during the first nine months of 1998 were 13% lower, compared with the year-earlier period. Earnings for the period include capital gains of SEK 24 M (7). Sawmill operations reported a sharp decline in earnings compared with the corresponding period last year, due mainly to lower prices as well as lower deliveries. Compared with the preceding quarter, however, a marginal improvement occurred in the sawmill operations, while forestry earnings were lower, due mainly to seasonal variations.

YEAR 2000 COMPLIANCE
SCA is carrying out an extensive action program to ensure that operations are secure with regard to the millennium shift. Work is progressing as planned in the inventory phase which is scheduled to be completed prior to year-end 1998. The current focus is on embedded systems in SCA's production facilities. Most necessary remidial measures will be completed by mid-1999.
PERSONNEL

As of September 30, 1998, the number of employees was 32,147 (33,595). The number of employees at year-end 1997 was 33,404.

MARKET OUTLOOK

Characterized by the continued uncertainty in international financial markets, economic growth is projected to weaken. However, during the immediate period ahead, underlying demand is expected to remain favorable in Europe. Nevertheless, price trends are unstable.

SHARE DISTRIBUTION
September 30, 1998
Series A
Series B
Total

Registered number of shares
62,145,880
135,254,055
197,399,935

Unconverted debenture loans
–
1,313,151
1,313,151

Outstanding warrants

1,643,544
1,643,544

Total after full conversion
62,145,880
138,210,750
200,356,630
The proceeds for the previously announced convertibles/warrants program to the employees were received during the third quarter of 1998. In total, 1,095,696 convertibles totaling SEK 296 M were issued. In addition, 1.5 warrants were issued with each convertible. Calculated in accordance with the recommendations of the Swedish Association of Financial Analysts, this represents a maximum dilution of 0.6%, which is taken into account in calculating earnings per share for the period.

Auditors' Report

We have reviewed this interim report and in this connection have followed the Recommendation issued by the Swedish Institute of Authorized Public Accountants (FAR). A review is substantially limited, relative to an audit. Nothing has come to light that indicates that the interim report does not fulfill the requirements of the Stock Exchange Act and the Annual Accounts Act.
Stockholm, October 28, 1998

Öhrlings Coopers & Lybrand AB

Bertil Edlund

Authorized Public Accountant

SVENSKA CELLULOSA AKTIEBOLAGET SCA (publ)

Sverker Martin-Löf

President and CEO

The year-end report for 1998 will be published on January 29, 1999. 

Copies of the Interim Report are available at D.F. King (Europe) Ltd., Royex House, Aldermanbury Square, London EC2V 7HR, Great Britain. Telephone +44-171 600 5005.
Statement of Earnings

1 January – 30 September


1998
1997


SEK M
ECU M
SEK M
ECU M

Net sales
45,355
5,174
43,592
5,046

Operating expenses
-37,511
-4,279
-36,629
-4,240

Operating surplus
7,844
895
6,963
806







Depreciation according to plan
-2,970
-339
-2,919
-338

Share in earnings of associated companies

94
11
22
3

Operating profit
4,968
567
4,066
471







Financial items
-916
-104
-804
-93

Earnings after financial items

4,052
463
3,262
378







Income taxes
-1,324
-151
-946
-110

Minority interest

-80
-9
-241
-28

Net earnings after tax

2,648
303
2,075
240

Operating margin
11%
9%

Return on shareholders’ equity
13%
12%

Return on capital employed
14%
12%

Business Areas

Net sales

1 January - 30 September

SEK M
1998
1997

Hygiene Products
19,213
17,928

Packaging
11,203
10,763

Graphic Paper
13,943
12,221

  Wood-containing publication papers
5,499
4,534

  Fine papers, paper merchanting, market pulp
8,444
7,687

Forest and Timber
2,987
3,040

Other operations
1,282
1,399

Divested units
141
1,338

Intra-Group deliveries
-3,414
-3,097

Total net sales
45,355
43,592

Earnings

1 January - 30 September

SEK M
1998
1997

Hygiene Products
1,821
1,972

Packaging
1,164
860

Graphic Paper
1,382
448

  Wood-containing publication papers
954
265

  Fine papers, paper merchanting, market pulp
428
183

Forest and Timber
516
591

Other operations
315
397

Divested units
4
26

Goodwill amortization
-234
-228

Total operating profit
4,968
4,066

Financial items
-916
-804

Earnings after financial items
4,052
3,261

Balance Sheet


1998-09-30
1997-12-31


SEK M
ECU M
SEK M
ECU M

Assets





Long-term assets
52,134
5,642
50,351
5,787

Receivables and inventories
18,762
2,031
16,726
1,923

Financial receivables and investments
2,743
297
2,046
235

Cash and bank balances
1,402
152
1,582
181

Total assets
75,041
8,122
70,705
8,126







Equity, provisions and liabilities





Shareholders' equity
27,227
2,947
24,653
2,833

Minority interest
1,248
135
1,496
172

Provisions
10,558
1,143
10,452
1,201

Interest-bearing liabilities
24,353
2,636
22,647
2,603

Operating liabilities and 

other noninterest-bearing debt
11,655
1,261
11,457
1,317

Total equity, provisions and liabilities
75,041
8,122
70,705
8,126

Equity/assets
38%
37%

Debt/equity
0.71 times
0.73 times

Net worth per share
SEK 194
SEK 181

Cash Flow Statement

1 January – 30 September

SEK M
1998
1997

Operating surplus
7,844
6,963

Changes in working capital 
-1,653
-664

Current capital expenditures 
-1,267
-1,394

Other operating cash flow changes
-221
13

Operating cash flow
4,703
4,918





Financial items
-916
-804

Income taxes paid
-875
-572

Other
-149
89

Cash flow from current operations
2,763
3,631





Strategic capital expenditures
-1,156
-726

Acquisitions
-1,929
-1,342

Divestments
1,022
1

Cash flow before dividend
700
1,564





Dividend
-1,145
-1,092

Net cash flow
-445
472





Net debt, 1 January
-19,018
-17,462

Net cash flow
-445
472

Currency effects
-746
-301

Net debt, 30 September
-20,209
-17,291

Quarterly Data
Group

1998
1997

SEK M
III
II
I
  IV
 III
II
  I

Net sales
15,234
14,857
15,264
15,003
14,262
15,114
14,216

Operating surplus
2,506
2,427
2,911
2,381
2,244
2,645
2,074

Depreciation according to plan
-1,006
-966
-998
-924
-958
-1,009
-952

Share in earnings of associated companies
32
41
21
45
8
7
7

Operating profit
1,532
1,502
1,934
1,502
1,294
1,643
1,129

Financial items
-338
-298
-280
-307
-285
-284
-235

Earnings after financial items
1,194
1,204
1,654
1,195
1,009
1,359
894

  of which, nonrecurring items
-
-
400
-
-
300
125










Income taxes
-426
-376
-522
-391
-351
-300
-295

Minority interest
-19
-29
-32
-120
-88
-71
-82

Net earnings after tax
749
799
1,100
684
570
988
517










Earnings per share
3.77
4.05
5.57
3.47
2.89
5.00
2.62










Quarterly data

Business Areas - Net sales
1998
1997

SEK M
III
II
I
IV
III
II
I

Hygiene Products
6,490
6,395
6,328
6,090
5,922
6,015
5,991

Packaging
3,725
3,650
3,828
3,519
3,465
3,975
3,323

Graphic Paper
4,779
4,491
4,673
4,341
4,108
4,174
3,939

  Wood-containing publication papers
1,900
1,761
1,838
1,856
1,540
1,655
1,339

  Fine papers, paper merchanting,
  market pulp
2,879
2,730
2,835
2,485
2,568
2,519
2,600

Forest and Timber
901
1,033
1,053
1,118
903
1,081
1,056

Other operations
467
404
411
463
427
511
461

Divested units
1
-1
141
466
427
466
445

Intra-Group deliveries
-1,129
-1,115
-1,170
-994
-990
-1,108
-999

Total net sales
15,234
14,857
15,264
15,003
14,262
15,114
14,216

Business Areas - Earnings

1998
1997

SEK M
III
II
I
IV
III
II 
I

Hygiene Products
600
605
616
595
645
647
680

Packaging
396
395
373
336
291
376
193

Graphic Paper
492
425
465
436
210
173
65

  Wood-containing publication papers
358
317
279
193
102
128
35

  Fine papers, paper merchanting,
  market pulp
134
108
186
243
108
45
30

Forest and Timber
140
188
188
221
208
230
153

Other operations
-16
-34
365
-13
7
283
107

Divested units
-1
-
5
3
9
11
6

Goodwill amortization
-79
-77
-78
-76
-76
-77
-75

Total operating profit
1,532
1,502
1,934
1,502
1,294
1,643
1,129

Financial items
-338
-298
-280
-307
-285
-284
-235

Earnings after financial items
1,194
1,204
1,654
1,195
1,009
1,359
894

  of which, nonrecurring items
-
-
400
-
-
300
125

Earnings after financial items

excl. nonrecurring items
1,194
1,204
1,254
1,195
1,009
1,059
769

Quarterly data
Business Areas - Margins
1998
1997

Percent
III
II
I
        IV
III
II
I

Hygiene Products
9
9
10
10
11
11
11

Packaging
11
11
10
10
8
9
6

Graphic Paper
10
9
10
10
5
4
2

  Wood-containing publication papers
19
18
15
10
7
8
3

  Fine papers, paper merchanting,
  market pulp
5
4
7
10
4
2
1

Forest and Timber
16
18
18
20
23
21
14










Group








Operating margin
10.1
10.1
12.7
10.0
9.1
10.9
7.9

Financial net margin
-2.2
-2.0
-1.8
-2.0
-2.0
-1.9
-1.7

Profit margin
7.9
8.1
10.9
8.0
7.1
9.0
6.2

Five-year summary
Full year
1997
1996
1995
1994
1993

Earnings after financial items, SEK M
4.457
3.573
5.731
1.060
1.210

Earnings per share after tax, SEK
13.98
10.71
17.55
2.94
5.82

Equity/assets, %
37
39
37
46
47

Return on capital employed, %
12
11
16
6
7

Return on shareholders' equity, %
12
10
17
3
6

Volumes

Thousand metric tons
98:3
98:2
98:1
9809
9709
Change %

Liner products







     Production
562
555
554
1,671
1,709
-2

     External deliveries*
183
173
186
542
526
  3

Wood-containing publication papers







     Production
301
303
301
905
823
10

     External deliveries
300
300
288
888
812
 9

Fine papers







     Production
190
183
184
557
541
 3

     External deliveries
193
164
181
538
551
-2

*)  Volumes adjusted compared with previous Interim Report


