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Year-End Report 2012 

 

Fourth quarter 2012 

 Sales amounted to EUR 196 (266) million, a decrease of 26 percent compared to the fourth quarter 
of 2011. Adjusted for the production stoppage at the Imatra steel mill in Finland, the decrease was 
23 percent.  

 Operating profit amounted to EUR -13 (9) million, including restructuring costs of EUR 4 (0) million.  

 Cash flows from operations amounted to EUR 33 (24) million, an improvement of 38 percent 
compared to the previous year, due to reduced inventory and other working capital improvements. 

 

Full year 2012 

 Net Sales amounted to EUR 937 (1,121) million, a decrease of 16 percent compared to 2011. 
Adjusted for the production stoppage at the Imatra steel mill, the decrease was 15 percent.  

 Operating profit amounted to EUR 20 (90) million, corresponding to 2.1 (8.0) percent of net sales. 
The operating profit includes restructuring costs of EUR 4 (0) million. Compared to the previous year, 
the result was charged with EUR 17 million in negative foreign exchange effects and items of a non-
recurring nature related to restructuring costs and costs for previously entered hedging contracts on 
electricity.  

 Cash flows from operations amounted to EUR 87 (56) million, an improvement of 55 percent 
compared to the previous year, due to reduced inventory and other working capital improvements. 

 Net debt was reduced by EUR 34 million during the year and contributed to an improvement  
in the net debt/equity ratio to 130 percent, compared to 137 percent at the end of 2011. 

 
(Amounts in brackets in this report refer to the corresponding period in the previous year.) 

 

Group key figures 

  
 

2012 
Q4 

2011 
Q4 

2012 
Full Year 

2011 
Full Year 

Net Sales EUR million  196 266 937 1 121 

Operating profit before depreciation  (”EBITDA”) EUR million  0 20 66 134 

as % of Net Sales %  -0,2 % 7,6 % 7,0 % 12,0 % 

Operating profit (”EBIT”) EUR million  -13 9 20 90 

Operating margin (% of Net Sales) %  -6,7 % 3,3 % 2,1 % 8,0 % 

Net profit/loss for the period EUR million  -8 -2 -4 38 

Earnings per share EUR  -158 -42 -74 755 

Cash flow from operations EUR million  33 24 87 56 

Net debt/equity ratio %  130 % 137 % 130 % 137 % 

Return on Capital Employed (”ROCE”) %  4 % 17 % 4 % 17 % 

Full time employees at end of period (“FTE”) no  3 040 3 239 3 040 3 239 

 

Comments from the CEO 

"Business conditions deteriorated progressively throughout 2012 as a consequence of the macroeconomic 
turbulence. The order intake and invoicing levels were significantly lower in the second half of the year than 
in the first. The slowdown was particularly clear in December. In early 2012 we initiated an adjustment of 
capacity and other costs to a lower level, and have during the year reduced staff by 200 full-time employees. 
Inventory levels and other working capital elements have been adjusted during the year, which has 
strengthened our cash flow significantly, while operating profit was negatively impacted. Cash flows from 
operations for the full year improved by 55 percent to EUR 87 million. 
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Our investments for 2012 were completed according to plan, and amounted to EUR 49 million. Several new 
investments and process improvements will be brought into service during 2013. The expansion of our sales 
and marketing organisation continued, and Ovako is now present in several Eastern European markets. An 
increased focus on research and development in Ovako coincided with Patrik Ölund, Ovako’s head of R&D, 
receiving an award for many years of work on developing a highly clean steel that has seen its major 
application in diesel injection. Work is continuing with new applications for this steel, called IQ Steel, and the 
development of the next generation of products. Despite low capacity utilisation, productivity at all three steel 
mills improved during the year. Delivery accuracy improved to over 90 percent and the quality effort has 
yielded positive results during the year. 
 
In light of a weak and uncertain market during the autumn, a new cost-reduction programme was initiated. 
The programme will bring savings of EUR 25 million compared to 2012 and will be fully implemented during 
2013. The cost-reduction programme, which has been previously announced, includes staff reductions of 
150 full-time employees, of which approximately 50 have already left the company during the fourth quarter. 
The remaining 100 are expected to leave during 2013. In addition, approximately 1,800 employees at the 
operations in Hofors and Imatra are included in agreements for reduced working hours and salary during the 
first half of 2013. The agreements secure the group’s flexibility to meet growing demand once the economy 
improves. The fourth quarter was charged with EUR 4 million in restructuring costs related to the cost-
reduction programme. In total, the year’s profit compared to the previous year was charged with EUR 17 
million in negative foreign exchange effects and items of a non-recurring nature related to restructuring costs 
and costs for previously entered hedging contracts on electricity. 
 
Extensive work is underway to improve safety within the group, and the accident rate decreased by 18 
percent compared to 2011. Despite this, the number of work-related injuries is still too high, and a major 
focus in 2013 will be to ensure that the next steps are taken with regard to safety. 

 

Short-term outlook 

Demand during the first quarter 2013 is expected to remain at approximately the same level as in the second 
half of 2012, and thus be lower than in the first quarter of the previous year." 

 
Tom Erixon 
President and CEO 
 
 

Market development 

The market remained weak during the fourth quarter. The softening of demand from customers that began in 
late 2011 has persisted throughout 2012 as the macroeconomic turbulence has continued. European 
industrial output slowed during the first half of the year. German industry continued to grow through the 
second quarter, driven by the export-oriented automobile and machine manufacturing industries, but this 
could not fully offset the negative trends in most other markets and industries. This trend endured during the 
third quarter, and the market weakened further. Even German automotive production started to soften during 
the third quarter and contributed to weaker sales of engineering steel in Europe, a decrease of 15 percent 
compared to the third quarter of 2011.  
 
The production rate in European industry remained low during October and November and fell by 
approximately 3 percent compared to the previous year and by approximately 2 percent compared to the 
previous quarter. Germany, which earlier in the year had resisted the downturn, is now following the 
European trend. Meanwhile, the decline in demand appears to be slowing, and expectations for the future 
are becoming more neutral. IFO, the German purchasing managers' index, has been reporting rising 
expectations since the end of the third quarter and this trend has persisted during the fourth quarter. 
 
The macroeconomic turmoil in Europe also affected Ovako’s order intake, which decreased during the fourth 
quarter by 17 percent compared to the fourth quarter of 2011. Lower production rates and inventory 
reductions among customers and the stoppage in the Imatra steel mill in Finland contributed to a decrease of 
24 percent in delivery volumes compared to the fourth quarter of 2011. Adjusted for the stoppage in Imatra, 
delivery volumes decreased by 20 percent.  
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During 2012, Ovako has adjusted production levels and capacity in line with the weaker market trend. Steel 
production during the fourth quarter amounted to 191 thousand tonnes, a decrease of 23 percent compared 
to the fourth quarter of 2011. For the year 2012, steel production amounted to 857 thousand tonnes, a 
decrease of 21 percent compared to 2011. Adjusted for the stoppage in Imatra steel mill, the decrease 
compared to the previous year was 19 percent. 
 

Net Sales and profit for the fourth quarter 2012 

Net sales amounted to EUR 196 (266) million, a decrease of 26 percent compared to the fourth quarter of 
2011. The external sales volume during the quarter declined to 151 (199) thousand tonnes, a reduction of 24 
percent. This was in line with the sales decrease in the third quarter of 23 percent compared to last year. In 
comparison with the third quarter, the sales volume in the fourth quarter increased by 7 percent, mainly due 
to seasonal variation. 
 
A restructuring was initiated during the fourth quarter involving staff reduction of 150 full-time equivalents. 
This is expected to generate annual savings of approximately EUR 8 million, with full effect from the first 
quarter of 2014. Non-recurring costs in conjunction with the restructuring are recognised in operating profit 
before depreciation and amortisation (“EBITDA”) for the fourth quarter at EUR 4 (0) million. Adjusted for 
restructuring costs, the operating profit before depreciation and amortisation was EUR 4 (20) million, 
corresponding to an EBITDA margin of 1.8 (7.6) percent. Developments compared to the previous year are 
explained primarily by lower sales volumes, EUR -26 million. The weak volume trend was partly offset by 
reduced fixed costs of EUR 5 million. The cost for previously entered hedging contracts on electricity was 
insignificant in the quarter, but EUR 5 million lower than in the previous year. The strengthening of the 
Swedish krona had a negative impact on operating profit of EUR 2 million.  
 
Total depreciation and amortisation during the period amounted to EUR 13 (12) million. The operating profit 
(“EBIT”) for the fourth quarter was EUR -13 (9) million. 
 
Net financial income for the period amounted to EUR -6 (-12) million, of which foreign exchange effects EUR 
1 (-3) million. 
 
Profit before tax for the period amounted to EUR -19 (-3) million and net profit was EUR -8 (-2) million. Tax 
for the quarter was positively affected by EUR 7 million due to a recalculation of deferred tax for Swedish 
operations as the tax rate is reduced to 22.0 percent in 2013, from 26.3 percent previously.  
 

Sales and profit for full year 2012 

Net sales amounted to EUR 937 (1,121) million, a decrease of 16 percent compared to the previous year. 
The external sales volume during the year declined to 694 (851) thousand tonnes, a reduction of 18 percent.  
 
Adjusted for restructuring costs of EUR 4 (0) million, operating profit before depreciation and amortisation 
(“EBITDA”) decreased to EUR 70 (134) million, corresponding to an EBITDA margin of 7.5 (12.0) percent. 
The lower profit is explained primarily by lower sales volume of EUR -53 million. The effort to reduce 
inventories led to a decrease in production which resulted in the under-absorption of fixed costs of EUR -9 
million. In addition, the operating profit was charged with foreign exchange effects of EUR -6 million and the 
cost for previously entered hedging contracts on electricity of EUR -7 million. Cost savings led to a reduction 
in fixed expenses of EUR 15 million.  
 
Total depreciation and amortisation during the period amounted to EUR 46 (44) million. Operating profit 
(“EBIT”) was EUR 20 (90) million, corresponding to an operating margin of 2.1 (8.0) percent. 
 
Net financial income amounted to EUR -33 (-33) million. Impairment of financial receivables and foreign 
exchange losses were recognised in the profit for the year at EUR 4 (2) million.  
 
The profit before tax for the period amounted to EUR -13 (57) million and net profit was EUR -4 (38) million. 
Tax for the year was positively affected by EUR 7 million due to a recalculation of deferred tax for Swedish 
operations as the tax rate is reduced to 22.0 percent in 2013, from 26.3 percent previously.  
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Cash flow and financing 

Cash flows from operating activities during the fourth quarter of 2012 amounted to EUR 33 (24) million and 
before financing activities to EUR 15 (13) million. Cash flows from operating activities for full year 2012 
amounted to EUR 87 (56) million and before financing activities to EUR 38 (22) million.  
 
Despite a significantly lower operating profit during the fourth quarter, cash flows from operating activities 
were considerably better than in 2011. This is explained primarily by a favourable development of working 
capital. 
 
Utilisation of loans under senior facilities limits at 31 December 2012 was EUR 267 (31 December 2011: 
296) million. Total interest-bearing net debt amounted to EUR 212 (31 December 2011: 247) million. Equity 
amounted to EUR 164 (31 December 2011: 180) million. The net debt/equity ratio therefore amounted to 130 
percent, compared to 137 percent at 31 December 2011. Equity during the year was adversely affected by 
EUR 8 (31) million from items recognised in other comprehensive income.  
 
The group’s liquidity buffer at 31 December 2012 amounted to EUR 114 (31 December 2011: 108) million, 
comprising cash and cash equivalents of EUR 43 (31 December 2011: 33) million and unutilised credit 
facilities of EUR 71 (31 December 2011: 75) million. 
 

Capital expenditure 

Capital expenditure during the fourth quarter of 2012 amounted to EUR 17 (12) million and was composed of 
ongoing expenditure on investments in progress, including the new ring mill and refurbishment of the tube 
mill in Hofors, as well as ongoing maintenance investment. Capital expenditure for the full year amounted to 
EUR 49 (34) million. 
 

Parent company 

The consolidated figures in the interim report are presented at the consolidated level of Ovako Group AB 
(formerly Triako Midco AB, corporate registration number 556813-5361). The parent company, Ovako Group 
AB directly and indirectly holds 100 percent of the shares in all subsidiaries in the group, including the 
subsidiary Ovako AB. 
 
Net profit for Ovako Group AB during the interim period amounted to EUR -0.1 (0.9) million.  
 

Most significant risks and uncertainty factors 

For information regarding the most significant risks and uncertainty factors, please refer to the description in 
the annual report for 2011. The company does not consider there have been any material changes during 
the reporting period in the risks and factors of uncertainty presented in the annual report. 
 
The current macroeconomic uncertainty may, however, influence the development of the business.  
 

Related party transactions 

The group is under the controlling influence of Triako Holdco AB, the parent company of Ovako Group AB. 
Triako Holdco AB is under the controlling influence of Triton Fund III. There are no material transactions with 
companies in which Triton Fund III has significant or controlling influence. 
 

Accounting policies 

The interim report for the group has been prepared in accordance with IAS 34 Interim Reporting, with the 
exception of segment reporting, see below. The interim report for the parent company has been prepared in 
accordance with the Swedish Annual Accounts Act and Swedish Financial Reporting Board recommendation 
RFR 2 (Accounting for Legal Entities). 
 
The group applies the International Financial Reporting Standards (“IFRS”) as adopted by the EU, and the 
Swedish Annual Accounts Act. The accounting policies applied in this interim report are the same as those 
applied in the consolidated annual accounts for 2011. The term “IFRS” in this document includes the 
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application of IAS and IFRS, as well as the interpretations of these standards as published by IASB’s 
Standards Interpretation Committee (“SIC”) and the International Financial Reporting Interpretations 
Committee (“IFRIC”). 
 
Segment reporting in accordance with IAS 34 is not disclosed as this is not mandatory for companies whose 
equity securities are not publicly traded. 
 
This report has not been reviewed by the company’s independent auditor. 
 
 
Stockholm, 13 February 2013 
 
 
Tom Erixon 
President and CEO 
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CONDENSED CONSOLIDATED INCOME STATEMENT 

EUR million 
 

 
2012 

Q4 
2011 

Q4 
2012 

Full Year 
2011 

Full Year 

Net Sales   196,2 266,3 937,1 1 120,6 
 

      

Cost of goods sold   -199,7 -242,7 -869,7 -977,4 

GROSS PROFIT   -3,5 23,6 67,4 143,2 
 

      

Sales and administrative expenses   -15,7 -15,8 -57,8 -56,7 

Other operating income   6,1 0,9 10,3 3,3 

OPERATING PROFIT/LOSS   -13,1 8,7 19,9 89,8 
 
Financial income   0,1 - 0,5 0,6 

Financial expenses   -6,0 -11,6 -33,2 -33,4 

PROFIT/LOSS BEFORE TAX   -19,0 -2,9 -12,8 57,0 
 
Taxes   11,1 0,8 9,1 -19,3 

NET PROFIT/LOSS FOR THE PERIOD   -7,9 -2,1 -3,7 37,7 

       

Of which attributable to       

Owners of the parent   -7,9 -2,1 -3,7 37,7 

Non-controlling interests   - - - - 

 
CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME 

EUR million 
 

 
2012 

Q4 
2011 

Q4 
2012 

Full Year 
2011 

Full Year 

Net profit/loss for the period   -7,9 -2,1 -3,7 37,7 
       

Other comprehensive income       

Exchange differences in translating foreign operations   -0,6 0,9 1,3 0,3 
       

Cash flow hedges   1,3 -8,6 -2,0 -31,7 

Income tax relating to cash flow hedges   -0,8 2,2 0,1 8,3 

Cash flow hedges (net of tax)   0,5 -6,3 -1,9 -23,4 
       

Actuarial gains and losses   -9,5 -3,6 -9,5 -11,0 

Income tax relating to actuarial gains and losses   2,4 0,9 2,4 2,9 

Actuarial gains and losses (net of tax)   -7,1 -2,7 -7,1 -8,1 
       

Other comprehensive income for the period, net of tax   -7,2 -8,1 -7,7 -31,2 
       

TOTAL COMPREHENSIVE INCOME FOR THE PERIOD   -15,1 -10,2 -11,4 6,5 

 
KEY FIGURES 

EUR million 
 

 
2012 

Q4 
2011 

Q4 
2012 

Full Year 
2011 

Full Year 

Sales volume – kton   151 199 694 851 

Net Sales per ton - € / ton   1 300 1 338 1 350 1 316 
       

Operating profit before depreciation (”EBITDA”)   - 0,4  20,3 66,0 134,2 

as % of Net Sales   -0,2 % 7,6 % 7,0 % 12,0 % 

Depreciation   -6,8 -6,6 -25,4 -25,4 

Operating profit before amortization of surplus values (”EBITA”)  -7,2 13,8 40,6 108,8 

as % of Net Sales   -3,7 % 5,2 % 4,3 % 9,7 % 

Amortization of surplus values   -5,9 -5,1 -20,7 -19,0 

Operating profit (“EBIT”)   -13,1 8,7 19,9 89,8 

Operating margin (% of Net Sales)   -6,7 % 3,3 % 2,1 % 8,0 % 

   

 
   

Number of shares   50 000 50 000 50 000 50 000 

Earnings per share (EUR)   -158 - 42 -74 755 
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CONDENSED CONSOLIDATED BALANCE SHEET 

ASSETS 2012 2011 
 

EQUITY AND LIABILITIES 2012 2011 

EUR million 31 Dec 31 Dec 
 

EUR million 31 Dec 31 Dec 
       

Property, plant and equipment 353,9 351,4 
 

Equity 163,6 179,5 

Intangible assets 3,1 3,1 
 

   

Other financial assets 1,8 1,2 
 

Non-current interest-bearing liabilities 240,0 279,1 

Deferred tax assets 15,1 16,8 
 

Deferred tax liabilities 55,8 73,3 

Non-current assets 373,9 372,5 
 

Other provisions 90,6 84,0 

   
 

Other liabilities 0,3 0,3 

Inventories 202,4 220,8 
 

Non-current liabilities 386,7 436,7 

Trade and other receivables 110,2 130,1 
 

   

Current tax assets 2,8 1,6 
 

Current interest-bearing liabilities 14,9 0,1 

Derivative assets 0,9 1,7 
 

Derivative liabilities 12,5 12,3 

Cash and cash equivalents 42,6 32,7 
 

Trade and other payables 142,2 112,4 

Current assets 358,9 386,9 
 

Current tax liabilities 0,4 12,0 

   
 

Current liabilities to parent 12,5 6,4 

   
 

Current liabilities 182,5 143,2 
       

ASSETS 732,8 759,4 
 

EQUITY AND LIABILITIES 732,8 759,4 

 

KEY FIGURES 

EUR million 
 

 
2012 

Full Year 
2011 

Full Year   
       

Equity   163,6 179,5   

Net debt   212,3 246,5   

Net debt/equity ratio (%)   130 % 137 %   

Return on Capital Employed (%)   4 % 17 %   

 
 

CONDENSED CONSOLIDATED CASH FLOW STATEMENT 

EUR million 
 

 
2012 

Q4 
2011 

Q4 
2012 

Full Year 
2011 

Full Year 

     

 
 

Operating profit   -13,1 8,7 19,9 89,8 

Adjustment for depreciation and amortization   12,7 11,6 46,1 44,4 

Adjustment for other non-cash items  2,7 2,0 3,3 -0,2 

Interest paid   -4,9 -6,0 -21,0 -25,8 

Tax paid   6,3 -9,8 -15,2 -16,7 

Change in working capital   29,1 17,8 53,8 -35,4 

Cash flow from operations   32,8 24,3 86,9 56,1 

     

 
 

Investments in non-current assets   -17,4 -11,5 -48,7 -33,8 

Cash flow from investing activities   -17,4 -11,5 -48,7 -33,8 

     

 
 

Cash flow before financing activities   15,4 12,8 38,2 22,3 

     

 
 

Repayment of loans   -26,0 -14,0 -28,9 -14,0 

Other   0,0 0,1 0,0 0,1 

Cash flow from financing activities   -26,0 -13,9 -28,9 -13,9 

     

 
 

Cash flow for the period   -10,6 -1,1 9,3 8,4 

     

 
 

Cash and cash equivalents at the beginning of period   52,7 33,7 32,7 24,2 

Translation difference on cash and cash equivalents   0,5 0,1 0,6 0,1 

Cash and cash equivalents end of period   42,6 32,7 42,6 32,7 
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 

 Equity attributable to owners of the parent  

2012 Share Translation Cash flow Retained Total 

EUR million capital reserve hedge reserves earnings equity 
      

Equity at 1 Jan, 2012 0,0 1,3 -6,0 184,2 179,5 
      

Comprehensive income      

Profit for the period - - - -3,7 -3,7 

Other comprehensive 
income - 1,3 -1,9 -7,1 -7,7 

      

Comprehensive income  - 1,3 -1,9 -10,8 -11,4 

      

Group contribution - - - -4,5 -4,5 

      
      

Equity at 31 Dec, 2012 0,0 2,6 -7,9 168,9 163,6 

 
 

 Equity attributable to owners of the parent  

2011 Share Translation Cash flow Retained Total 

EUR million capital reserve hedge reserves earnings equity 
      

Equity at 1 Jan, 2011 0,0 1,0 17,4 159,3 177,7 
      

Comprehensive income      

Profit for the period - - - 37,7 37,7 

Other comprehensive 
income - 0,3 -23,4 -8,1 -31,3 

      

Comprehensive income  - 0,3 -23,4 29,6 6,5 

      

Group contribution - - - -4,7 -4,7 

      
      

Equity at 31 Dec, 2011 0,0 1,3 -6,0 184,2 179,5 
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PARENT COMPANY CONDENSED INCOME STATEMENT  

EUR million 
 

 
2012 

Q4 
2011 

Q4 
2012 

Full Year 
2011 

Full year 

GROSS PROFIT   0,0 0,0 0,0 0,0 
       

Selling and administrative expenses   -0,1 0,0 -0,1 0,0 

OPERATING PROFIT   -0,1 0,0 -0,1 0,0 
       

Group contribution   -0,4 0,7 -0,4 0,7 

Interest income from group companies   0,1 0,1 0,5 0,5 

PROFIT BEFORE TAX   -0,4 0,8 -0,0 1,2 
       

Taxes   -0,0 -0,2 -0,1 -0,3 

NET PROFIT FOR THE PERIOD   -0,4 0,6 -0,1 0,9 

 
 

PARENT COMPANY STATEMENT OF COMPREHENSIVE INCOME  

EUR million 
 

 
2012 

Q4 
2011 

Q4 
2012 

Full Year 
2011 

Full year 

Net profit for the period   -0,4 0,6 -0,1 0,9 
       

Other comprehensive income   - - - - 

Other comprehensive income, net of tax   - - - - 
       

TOTAL COMPREHENSIVE INCOME FOR THE PERIOD   -0,4 0,6 -0,1 0,9 

 
 

PARENT COMPANY CONDENSED BALANCE SHEET  

EUR million 
 2012 

31 Dec 
2011 

31 Dec    

Shares in subsidiaries  139,8 139,8    

Receivables from subsidiaries  22,7 22,2    

Deferred tax assets  - 0,1    

Non-current assets  162,5 162,1    
       

Receivables from subsidiaries  12,8 7,1    

Current assets  12,8 7,1    
       

ASSETS  175,3 169,2    

       

Equity  162,7 162,8    
       

Liabilities to parent company  12,6 6,4    

Current liabilities  12,6 6,4    
       

EQUITY AND LIABILITY  175,3 169,2    
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DEFINITIONS OF KEY FINANCIAL FIGURES 

 

Net sales  Sales less deduction for value added tax, discounts and returns 

Gross profit  Net sales minus cost of goods sold 

EBITDA  Earnings before interest, taxes, depreciation, amortisation and impairments 

EBITA  Earnings before interest, taxes, amortisation of surplus values from 

acquisitions and impairments 

Operating profit (“EBIT”)  Profit before interest and taxes 

Operating margin  Operating profit as a percentage of net sales 

Net debt  Interest-bearing liabilities (excluding pension liabilities) minus cash and cash 

equivalents 

Net debt/equity ratio  (Net debt/equity) x 100 

Earnings per share before and   Net profit for the period/weighted average number of shares during the period 
after dilution   
 
Return on capital employed  EBIT rolling 12 months/equity plus financial liabilities (average of opening 
(”ROCE”)  and closing balances for the period). 

 

 


