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INTERIM REPORT FOR THE FINNFOREST CORPORATION 1-9/2004 
(unaudited) 
 
• Turnover €1,456.6 million (1,355.8) 
• Operating profit €19.5 million (18.0) 
• Loss before extraordinary items €6.3 million (7.0) 
• Return on capital employed 2.8% (2.9) 
• Equity ratio 38% (38.4) and net gearing 108% (108) 
        
       Capital loans included in interest-bearing debts 
• Equity ratio 28.5% (28.6) and net gearing 177% (180) 
 
 
Finnforest reduces losses in January-September 
 
Finnforest’s third-quarter loss before extraordinary items reduced clearly to €5.0 million (10.6). The January-
September loss before extraordinary items was €6.3 million, an improvement on the figure of €7.0 million for 
the corresponding period of the previous year. Factors behind the improved result included internal Finnforest 
measures and upward trends in the plywood market. July-September sales were influenced by the usual 
production and delivery stoppages during the summer holiday season as well as difficult market conditions for 
the sawmilling segment.  The situation in Germany, a central market area for Finnforest, did not change for the 
better.   
 
Finnforest UK and Finnforest France continued to develop favourably within the Sales and Distribution 
Division. The result achieved by the Solid Wood Division’s sawn timber business was markedly weaker than in 
the previous year. An unfavourable ratio between the price of raw materials and the market prices for finished 
products, especially with regard to pine sawn timber, as well as problematic raw materials availability due to 
poor harvesting conditions, posed challenges to the segment. Market conditions for both softwood and birch 
plywood have developed positively for the Engineered Wood Division. Internal efficiency-enhancing measures 
have boosted sales and production performance. Coupled with a rationalisation of the product range, this has 
improved profitability. Moelven, which takes care of Finnforest’s Scandinavian operations, almost reached its 
target, even though the sawmilling industries in Sweden and Norway were also suffering from an imbalance 
between the prices of raw materials and finished products.   
 
 
Turnover, result and financial position  
 
The Finnforest Corporation’s January-September turnover increased from the previous year and was €1,456.6 
million (1,355.8). Other business income was €11.3 (8.8) million in January-September. The Corporation’s 
operating profit improved to €19.5 million (18.0). The result before extraordinary items likewise improved 
slightly and was €-6.3 million (-7.0). 
 
The Solid Wood Division’s January-September operating profit weakened clearly from the corresponding period 
of the previous year and a loss of €4.2 million was recorded (a profit of 5.2). On the other hand, the Engineered 
Wood Division’s operating profit increased significantly to €13.4 million (4.1). The Sales and Distribution 
Division also increased its operating profit to €12.2 million (7.9). Moelven’s operating profit fell to €5.0 million 
(9.1).  
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The return on capital employed decreased to 2.8% (2.9). The Corporation’s liquid assets and investments totalled 
€23.9 million (28.1) at the end of the period under review.  
 
The equity ratio was 38.0% (38.4) and net gearing 108% (108) at the end of the period under review, capital 
loans included in shareholders’ equity. When capital loans are included in interest-bearing debt, the equity ratio 
was 28.5% (28.6) and net gearing 177% (180). 
 
Key figures  
 
€ millions III/04 II/04 I/04 IV/03 III/03 II/03 I/03 2003

Turnover 457.6 528.4 470.6 435.3 436.8 475.0 443.9 1,791.1 

Engineered Wood 69.7 84.0 75.5 68.5 69.1 78.6 71.6 287.8 

Solid Wood 108.0 142.6 136.0 129.3 115.1 142.4 124.4 511.2 

Sales and Distribution  163.0 175.2 156.9 138.4 148.5 152.0 139.0 577.9 

Moelven 167.7 188.1 160.7 151.5 139.5 159.6 154.2 604.8 

Internal sales and other operations -50.7 -61.6 -58.5 -52.4 -35.4 -57.6 -45.3 -190.7 

Operating profit 3.5 11.0 5.0 -9.5 -1.8 11.4 8.4 8.6 

Engineered Wood 3.8 4.8 4.8 -0.5 0.2 2.2 1.7 3.6 

Solid Wood -3.7 -1.2 0.8 -4.4 -1.8 4.3 2.7 0.8 

Sales and Distribution 3.3 5.3 3.6 -1.9 1.0 4.2 2.7 6.0 

Moelven 1.9 3.4 -0.4 -0.5 1.2 5.0 3.0 8.6 

Other operations and eliminations -1.7 -1.4 -3.8 -2.1 -2.4 -4.2 -1.7 -10.4 

Result before extraordinary items  -5.0 2.5 -3.8 -18.0 -10.6 3.4 0.2 -25.1 
Profit for financial period -7.4 1.8 -5.2 3.0 -9.9 -0.5 -2.8 -10.2 

Return on capital employed -0.6 1.3 2.1 -1.5 -1.5 0.6 3.7 1.3 

Equity ratio, %  *) 38.0 37.2 35.0 39.3 38.4 38.6 38.,8 39.3 

Net gearing, %  *) 108 112 127 106 108 109 108 106 

*) Capital loans included in shareholders' equity    
 
 
Personnel 
 
Finnforest employed 8,072 (7,665) people at the end of September: 2,579 (2,619) in Finland, 1,657 (1,722) in 
Norway, 1,533 (1,162) in Sweden and 957 (951) in the UK. There were 1,346 (1,211) employees in other 
countries.  
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THE DIVISIONS AND MARKET DEVELOPMENTS  
 
 
Solid Wood  
 
Developments in January-September and by quarter  
 

€ millions I-III/04 I-III/03 € millions III/ 04 II/ 04 I/ 04 IV/ 03 III/ 03 II/ 03 I/ 03 I-IV/ 03
Turnover 386.7 381.9 Turnover 108.0 142.6 136.0 129.3 115.1 142.4 124.4 511.2
Operating profit -4.2 5.2 Operating profit -3.7 -1.2 0.8 -4.4 -1.8 4.3 2.7 0.8

% -1.1 1.4 % -3.5 -0.9 0.6 -3.4 -1.6 3.0 2.2 0.2
ROCE, % -1.7 2.4 ROCE, % -1.5 -1.3 1.1 -2.0 -2.3 1.1 3.6 0.3
Production, 1,000 m3 1,782.6 1,783.8 Production, 1,000 m3 496.4 639.5 646.6 638.9 532.8 635.9 615.0 2,422.8 

The Operating profit achieved by Finnforest’s sawmilling segment, the Solid Wood Division, weakened clearly 
from the corresponding period of the previous year. The most significant factor behind this was falling sales 
prices for sawn timber. Difficult harvesting conditions hampered the supply of raw materials and the ratio 
between the prices of finished products and log raw materials continued to be very unfavourable, causing further 
problems.   

Consumer demand for northern softwood sawn timber was normal in the main markets. There was excess supply 
of pine sawn timber and its market situation is challenging. Supply of and demand for spruce sawn timber were 
in equilibrium.  
The ThermoWood business developed positively and even exceeded expectations. Finnforest has been granted 
the right to label these products with the KOMO® certificate following an audit conducted by Stichtung 
Keuringsbureau Hout, an independent Dutch research institute, during the period under review. The KOMO® 
certificate is only granted to products if the raw material used in their production process conforms to uniform 
standards.   
 
The sawmills’ total production volume was 1,783,000 cubic metres (1,784,000) in January-September, 
1,005,000 of which was spruce, 668,000 pine, and the rest was further processed sawn timber. Total deliveries 
amounted to 1,808,000 cubic metres (1,674,000). 
Invoicing prices for sawn timber were 3.9% lower in the period under review than in the corresponding period of 
2003. The price of saw logs was 0.2% lower than in the corresponding period of the previous year.  

 

Engineered Wood  
 
Developments in January-September and by quarter  
 

€ millions I-III/04 I-III/03 € millions III/ 04 II/ 04 I/ 04 IV/ 03 III/ 03 II/ 03 I/ 03 I-IV/ 03
Turnover 229.2 219.3 Turnover 69.7 84.0 75.5 68.5 69.1 78.6 71.6 287.8
Operating profit 13.4 4.1 Operating profit 3.8 4.8 4.8 -0.5 0.2 2.2 1.7 3.6

% 5.8 1.9 % 5.5 5.7 6.3 -0.7 0.3 2.7 2.4 1.3
ROCE, % 8.7 2.5 ROCE, % -0.5 0.2 9.0 -0.8 -0.9 0.4 3.0 1.7
Production, 1,000 m3 553.3 503.1 Production, 1,000 m3 167.4 192.2 193.7 180.7 147.7 180.1 175.2 683.7  
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The Engineered Wood Division has employed product development, investment, acquisitions and marketing as 
the means of developing its operations and these measures have contributed to the Division’s strong performance 
and improved profitability.   
 
Demand for especially softwood plywood became significantly livelier at the beginning of the period under 
review. A factor behind this development was the continuing strength of construction activity in North America. 
South American producers were focusing especially on the US markets, which improved the demand for 
European products and influenced price developments in a positive way. Birch plywood markets and prices also 
developed favourably.   
 
Strong demand for Kerto LVL continued. Demand for I-joists and particleboard was likewise still good and the 
blockboard business performed according to expectations. The HSL Elements business is still suffering from  
weakness in the office construction sector. The building of the module factory in Hartola has been on schedule 
and production commenced at the plant right after the period under review.  
 
 
Moelven  
 
Developments in January-September and by quarter  
 
€ million I-III/04 I-III/03 € million III/ 04 II/ 04 I/ 04 IV/ 03 III/ 03 II/ 03 I/ 03 I-IV/ 03
Turnover 516.4 453.3 Turnover 167.7 188.1 160.7 151.5 139.5 159.6 154.2 604.8
Operating profit 5.0 9.1 Operating profit 1.9 3.4 -0.4 -0.5 1.2 5.0 3.0 8.6

% 1.0 2.0 % 1.1 1.8 -0.2 -0.3 0.8 3.1 1.9 1.4
ROCE, % 2.8 5.1 ROCE, % 0.2 3.0 -0.5 -1.1 -1.5 1.6 5.0 4.0
Production, 1000 m3 1,894.9 1,170.8 Production, 1000 m3 636.4 549.5 709.0 756.8 330.3 411.3 429.2 1,927.6 
 
 
Moelven Industrier ASA has published its own interim report, which is available at www.moelven.com 
 
Moelven Timber Group 
 
Moelven’s sawmilling segment was affected by the same challenging circumstances as Finnforest’s Solid Wood 
Division; the situation was normal with respect to spruce sawn timber, but the ratio between the prices of raw 
materials and finished products was unfavourable in the case of pine sawn timber. The availability of raw 
materials was also a source of problems. The planing and glulam businesses developed favourably, however.   
 
Moelven Timber Group’s total production volume was 1,894,900 cubic metres during the period under review.  
  
Moelven Building Group 
 
Newbuilding activity associated with oil and gas field projects as well as public buildings and offices remained 
on a low level throughout Scandinavia, which is why Moelven Building Group focused more resources on 
housing. Modules were delivered to multi-storey apartment building projects, among others. The Building Group 
launched a new production line for building modules during the third quarter. It will supply the growing housing 
construction market in Sweden and Norway. Household renovation activity was on a satisfactory level. Low 
office construction volumes impacted negatively on demand for modular interior systems for offices.   
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Sales and Distribution  
 
Developments in January-September and by quarter  
 
 € millions I-III/04 I-III/03  € millions III/ 04 II/ 04 I/ 04 IV/ 03 III/ 03 II/ 03 I/ 03 I-IV/ 03
Turnover 495.1 439.5 Turnover 163.0 175.2 156.9 138.4 148.5 152.0 139.0 577.9

Operating profit 12.2 7.9 Operating profit 3.3 5.3 3.6 -1.9 1.0 4.2 2.7 6.0
% 2.5 1.8 % 2.0 3.0 2.3 -1.4 0.7 2.7 2.0 1.0

ROCE, % 8.6 5.5 ROCE, % -0.4 1.7 7.3 -2.2 -1.5 1.1 6.0 3.4
Sales, 1,000 m3 1,284.0 1,267.7 Sales, 1,000 m3 411.8 454.3 417.9 361.9 426.0 450.0 391.6 1,629.6 
 
 
Demand remained unchanged in the main European market areas during the third quarter and the Sales and 
Distribution Division as a whole almost achieved its sales and profitability targets. The German market still 
forms the biggest anomaly and the situation there remains bleak. Rising oil prices were beginning to inflate costs 
and caused slight pressure to increase prices. Issues relating to the certification of raw materials used in 
production have recently become increasingly prominent, especially in the UK and the Netherlands.  
 
Demand for sawn timber products remained stable. Prices for spruce sawn timber were stabile, while the prices 
fetched by pine products continued to slide. Demand for panel products exceeded supply, which caused the 
prices of plywoods and other construction panels to swing upwards. Strengthening demand for these products is 
due most of all to a powerful rising trend in the construction sector in the USA. Increasing domestic demand in 
Russia, the former Soviet republics and China, which traditionally have been strong export destinations, had a 
positive impact on the demand for Finnforest’s products.  
 
 
Log use  
 
Finnforest’s production used a total of 4,950,000 cubic metres of logs in January-September, 3,035,000 of which 
were spruce, 1,645,000 pine and 270,000 birch logs. Moelven’s production consumed 2,823,000 cubic metres of 
logs, 1,662,000 of which were spruce and 1,167,000 pine.  
 
 
Investment in fixed assets 
 
The Corporation’s gross investments totalled €50 million (44) during the period under review.  
 
 
Events after the period under review 
 
October 12th, Finnforest Corporation sold its Kolho-based pole and Luxiwood business to Iivari Mononen Oy. 
The UK-based pole business of Finnforest BBH Ltd and the impregnation operation in Kolho were not included 
in the sale. The sale saw 19 people transferred to the service of Iivari Mononen Oy without loss of seniority or 
benefits.   
 

October 26th, Finnforest Corporation sold its power plants to a company in which Vapo will have a clear 
majority shareholding – Finnforest will be a minority shareholder with less than a fifth of the shares.  The new 
company will take over all of the seven power plants that are fully owned by Finnforest. They generate heat for 
production processes and district heating, as well as electricity, in Vilppula, Lappeenranta, Merikarvia, Kyrö, 
Renko, Kaskinen and Soinlahti. The agreement does not have any impact on employment. Finnforest’s aim has 
been to make power generation arrangements with a partner who possesses the capability and resources for 
developing power as a business. The agreement ensures Finnforest itself long-term access to adequate cost-



6

efficient power supplies. The transaction will have a clear positive impact on Finnforest’s cash flow and results 
for 2004. The transaction price was not published. 

 
 
Prospects for the near future  
 
Despite the positive development that has taken place in the market areas and with respect to several Engineered 
Wood products, the operating result for the final quarter and the whole year is forecast to remain negative. 
However, thanks to successful divestments, the result for 2004 is expected to be a profit. A development 
programme aiming at improved profitability and increasing efficiency has been making good progress and will 
continue. 
 
 
Board of Directors  
Espoo on 29.10.2004 
 
 
 
Additional information: 
CEO Ari Martonen, Finnforest Corporation, GSM +358 50 2406 
CFO Mikko Kilpeläinen, Finnforest Corporation, GSM +358 50 542 5884 
Marketing and Communications Director Markko Ihamuotila, Finnforest Corporation, GSM +358 50 598 7014 
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