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INTERIM REPORT JANUARY - SEPTEMBER 1999

Highlights

* Profit after financial items amounted to SKr 1,778 million (corresponding period 1998: 1,897). The
profit for the third quarter was SKr 620 million compared with SKr 543 million for the second
quarter.

* Profit after tax for the period amounted to SKr 1,205 million (1,312), which corresponds to earnings
per share of SKr 13.60 (14.80). The return on equity was 9.5 per cent (10.5).

* Net turnover amounted to SKr 16,533 million (16,924).

* During the third quarter, newsprint and magazine paper were in continued strong demand,
and capacity utilisation at Holmen Paper was high. Prices were stable.

Demand for paperboard remained strong and Iggesund Paperboard noted an increase in its order
intake and higher deliveries compared with the second quarter. Price increases have been announced.

Demand for fine paper was also buoyant and the seasonal downturn during the summer was less than
normal. Fine paper prices were raised during the third quarter and further increases have been
announced as of October.

* With effect from October 1st 1999, MoDo and SCA have merged their operations within the fine
paper and merchanting fields to form a new company, Modo Paper AB, in which they each have a 50
per cent interest.  The intention is to list Modo Paper on the stock exchange, if possible during 2000.
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Net turnover and result

Net turnover declined by two per cent to SKr 16,533 million (16,924) mainly as a result of lower prices. Third
quarter turnover amounted to SKr 5,403 million (second quarter: 5,478).

The operating profit amounted to SKr 1,961 million (2,003) and the operating margin was 11.8 per cent
(11.8). The decline in the result was mainly due to lower selling prices and higher fixed costs, although these
were partially offset by higher delivery volumes and lower variable costs.

The operating profit for the third quarter was SKr 692 million compared with SKr 621 million for the second
quarter. Deliveries were slightly higher and the seasonal downturn in demand for certain products was less than
normal. Selling prices remained largely unchanged.

The return on capital employed was 10.7 per cent (11.3) and the return on equity was 9.5 per cent (10.5).

Net financial costs amounted to SKr 183 million (cost: 106).

The profit after net financial items amounted to SKr 1,778 million (1,897). The third quarter profit was SKr
620 million (second quarter: 543).

The profit after tax for the period was SKr 1,205 million (1,312).

Earnings per share after tax amounted to SKr 13.60 (14.80).

Financing

After payment of the year’s dividend of SKr 3,999 million, there was a negative cash flow of SKr 2,623 million
(+1,365). The Group’s net financial liability amounted to SKr 5,768 million at the end of September
(December 31st, 1998: 3,143).

The debt/equity ratio at September 30th was 0.38 (December 31st 1998: 0.17). The equity ratio was 48.9 per
cent (December 31st, 1998: 60.4).
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Markets

Demand for newsprint and magazine paper remained strong during the third quarter. Capacity utilisation in
Western Europe has been high so far this year, despite higher imports from Canada and additions to production
capacity. Prices have remained stable since they were lowered at the beginning of the year. Holmen Paper’s
deliveries during the third quarter were high and the order situation for the rest of the year is good.

West European paperboard producers noted a sustained high level of demand during the third quarter.
Deliveries were running at the same level as in the second quarter and the order intake was on average one per
cent higher. Iggesund Paperboard’s deliveries during the January-September period were two per cent higher
than in the corresponding period in 1998. Third quarter deliveries were four per cent up in relation to second
quarter deliveries and the order book increased. Prices were stable and as a result of the strong demand during
the summer months price increases were announced.

According to preliminary figures, deliveries of uncoated fine paper from West European mills increased by four
per cent and deliveries of coated fine paper by eight per cent between January and September, in comparison
with the corresponding period in 1998. MoDo Paper’s deliveries were lower in the third quarter than in the
previous quarter, but the seasonal summer slackening in demand was considerably less than it has been for
several years. Deliveries were nine per cent higher in the first nine months of the year than in the corresponding
period in 1998. Fine paper prices rose in the third quarter after having been depressed at the beginning of the
year. Further price increases have been announced as of October.

Pulp deliveries by Norscan producers increased by three per cent in the third quarter in relation to the previous
quarter. Producer stocks were at historically low levels at the end of September. Prices were increased in the
second and third quarters, and further rises have been announced during the autumn.

Product demand at the merchanting stage showed the seasonal downturn in the third quarter but it slackened
less than in the previous year. The level of activity rose markedly towards the end of the quarter. MoDo
Merchants’ deliveries increased by one per cent during the January-September period in comparison with the
corresponding period in 1998. Prices rose by 3-5 per cent in the third quarter and further price increases are
planned for the fourth quarter.

Demand for whitewood sawn timber increased and some price increases could be made from a low level.
Supply and demand for redwood products are still out of balance, with depressed prices as a result. Iggesund
Timber’s deliveries during the January-September period were slightly higher than in the corresponding period
in 1998.

MoDo’s wood consumption was at a high level during the third quarter. Total consumption was some four per
cent higher than in the corresponding period last year. Harvesting in the company’s own forests was slightly
lower whilst imports increased. The mills' wood costs per cubic metre remained virtually unchanged quarter on
quarter, but it fell by some three per cent during the January-September period in relation to the corresponding
period in 1998.
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Production and deliveries

MoDo’s production of paper, paperboard and pulp for external delivery amounted to 2,319,000 (2,274,000)
tonnes during the January-September period. Third quarter production amounted to 775,000 (second quarter:
784,000) tonnes.

Deliveries of paper, paperboard and pulp increased by three per cent to 2,318,000 (2,251,000) tonnes during
the January-September period. Third quarter deliveries amounted to 772,000 (second quarter: 764,000)
tonnes.

Capital expenditure

The Group’s capital expenditure amounted to SKr 1,497 million (990). Depreciation according to plan
amounted to SKr 1,146 million (1,109).

Structural changes

As of October 1st, 1999 MoDo and SCA merged their businesses within the fine paper and paper merchanting
areas into Modo Paper AB, a new company in which MoDo has a 50 per cent interest. As of the fourth
quarter MoDo will state its interest in Modo Paper as interest in earnings of associate companies.

The net turnover for the nine-month period of the business that has been transferred from MoDo to Modo
Paper AB amounted to SKr 6,632 million (6,712). Their operating profit amounted to SKr 219 million (331).
The operating profit for the first, second and third quarters of the year amounted to SKr 30 million, SKr 135
million and SKr 54 million respectively.

The deconsolidation of the fine paper operations will reduce MoDo's capital employed by SKr 8.0 billion. As
the book value of MoDo’s shareholding in the newly formed company is SKr 4.1 billion the net effect amounts
to SKr 3.9 billion. The effect on MoDo’s net financial liability will be a reduction of SKr 3.1 billion. The
number of employees in MoDo will decrease by some 3,600.

MoDo and SCA intend to list Modo Paper AB on the stock exchange as soon as conditions are deemed
appropriate, if possible during 2000.

Neither MoDo nor SCA intend to retain a shareholding in Modo Paper AB long term.

The pulp activities in Domsjö, that is not included in Modo Paper, will be stated as a separate division within
MoDo as of the fourth quarter.

Miscellaneous

The company has replied to a request for information arising out of the EU Commission's current investigation
of the newsprint industry. The Commission claims that a number of European newsprint producers have
violated the EU's competition rules. No provisions have been made on account of this matter.
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Year 2000

MoDo is well advanced in its preparations for the change of millennium. Close on all of the technical systems
are checked, adapted and tested. An extensive project has also been going on to draw up continuity plans in
order to minimise the effect of possible disturbances beyond MoDo’s control. A more detailed description of
the Year 2000 project is provided on the home page at www.modogroup.com, under the heading “2000
declaration”.

New President and CEO

The Board of MoDo has appointed Per Ericson to be the Group's new President and CEO. At present he is
President of Sandvik Steel and is expected to take up his new position at MoDo's Annual General Meeting on
March 23rd 2000.

Employees

The average number of employees in the Group during the January-September period was 9,338 (1998 as a
whole: 9,586).

Stockholm, October 28, 1999

Bengt Pettersson
President and Chief Executive Officer

This interim report has not been subject to general examination by the company’s auditors.
The year-end communiqué for 1999 will be published on February 3rd, 2000.
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PROFIT AND LOSS ACCOUNT, SKr million

January - September Full year
1999 1998 1998

Net turnover 16,533 16,924 22,676
Operating costs –13,431 –13,817 –18,700
Interest in earnings of associate companies 5 5 6
Depreciation according to plan –1,146 –1,109 –1,507

Operating profit 1,961 2,003 2,475

Net financial items -183 –106 –137

Profit after net financial items 1,778 1,897 2,338

Tax –573 –585 166

Profit for the period 1,205 1,312 2,504

Operating margin % 11.8 11.8 10.9
Return on capital employed % 10.7 11.3 10.3
Return on equity % 9.5 10.5 14.4
Earnings per share after tax * SKr 13.60 14.80 28.20

* Calculated before dilution of 3.5 per cent as a result of outstanding convertibles and warrants.

NET TURNOVER AND OPERATING PROFIT, SKr million

Net turnover
January - September

Operating profit/loss
January - September

1999 1998 1999 1998

Holmen Paper 5,356 5,368 1,146 1,083
Holmen Paper excl MoDo
Kraft*

5,089 5,049 1,108 1,036

Iggesund Paperboard 2,950 3,044 332 486
MoDo Paper 5,370 5,458 156 341
MoDo Merchants 2,655 2,744 36 44
Iggesund Timber 569 541 –53 –34
MoDo Skog 3,269 3,545 345 391
Intra-group sales –3,636 –3,776 – –
Group adjustments and other – – –158 –108
External currency hedging – – 157 –200

16,533 16,924 1,961 2,003
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* MoDo Kraft manages the Group’s power assets
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BALANCE SHEET, SKr million

1999 1998
Sept 30 Dec 31

ASSETS
Fixed assets 20,994 20,931
Current assets 8,406 8,262
Liquid funds 2,048 1,241

31,448 30,434
EQUITY AND LIABILITIES
Equity 15,376 18,377
Minority interests 5 5
Deferred tax liability 3,130 2,920
Financial liabilities 7,816 4,384
Operating liabilities 5,121 4,748

31,448 30,434

Debt/equity ratio 0.38 0.17
Equity ratio % 48.9 60.4

CASH FLOW ANALYSIS, SKr million

1999
Jan-Sept

1998
Dec 31

Funds provided from operations 3,165 4,112
Change in working capital etc –248 169
Capital expenditure –1,497 −2,557
Net financial items –183 −137
Realised foreign exchange differences loans 274 −249
Paid tax –135 253

Cash flow before dividend 1,376 1,591

Issue of warrants and convertible loan* – 46
Dividend paid to shareholders –3,999 −800

Cash flow –2,623 837

Unrealised foreign exchange differences** –2 −111

Change in net financial liabilities –2,625 726

Liquid funds 2,048 1,241
Financial liabilities –7,816 −4,384

Net financial liabilities –5,768 −3,143

Opening liquid funds 1,241 1,636
Change in liquid funds 829 −463
Foreign exchange differences relating to translation of liquid funds –22 68

Closing liquid funds 2,048 1,241

*   Refers to rights to convert attached to the convertible loan.
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** Relates to translation of accounts of foreign Group companies and
unrealised foreign exchange
differences on loans.
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QUARTERLY FIGURES, SKr million

1999 1998 1998
III II I Full year IV III II I

Net turnover
Holmen Paper 1,807 1,710 1,838 7,432 2,064 1,833 1,782 1,753
Holmen Paper excl MoDo Kraft 1,743 1,644 1,702 6,972 1,923 1,738 1,706 1,605
Iggesund Paperboard 1,005 972 973 4,051 1,007 992 990 1,062
MoDo Paper 1,697 1,809 1,865 7,155 1,697 1,689 1,809 1,960
MoDo Merchants 825 909 921 3,672 928 859 895 990
Iggesund Timber 168 200 201 727 186 171 175 195
MoDo Skog 965 1,119 1,185 4,713 1,168 1,046 1,183 1,316

6,467 6,719 6,983 27,750 7,050 6,590 6,834 7,276
Intra-group sales –1,064 −1,241 –1,330 −5,074 −1,298 −1,177 −1,206 –1,393

5,403 5,478 5,653 22,676 5,752 5,413 5,628 5,883

Profit/loss
Holmen Paper 404 353 389 1,511 428 473 323 287
Holmen Paper excl MoDo Kraft 434 367 307 1,455 419 476 347 213
Iggesund Paperboard 138 106 88 590 104 139 141 206
MoDo Paper 67 94 –5 171 −170 1 130 210
MoDo Merchants 7 13 16 64 20 3 12 29
Iggesund Timber –17 −24 –12 −59 −25 −12 −17 –5
MoDo Skog 109 124 112 548 157 126 164 101
Group adjustments and other –36 −53 –69 −24 84 −36 −51 –21
External currency hedging 20 8 129 −326 −126 −179 14 –35

Operating profit 692 621 648 2,475 472 515 716 772

Net financial items –72 −78 –33 −137 −31 −9 −54 –43

Profit after net financial items 620 543 615 2,338 441 506 662 729

Tax –201 −175 –197 166 751 −154 −205 –226

Profit for the period 419 368 418 2,504 1,192 352 457 503

SHARES

Series A Series B Total

Number* 22,623,234 66,235,044 88,858,278

* The outstanding convertibles and warrants would in the event of full conversion involve an issue of
a further 3,209,689 series B shares, corresponding to dilution of the capital by 3.5 per cent and of the votes by
1.1 per cent.


