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    Net operating margin (in %) 1.7% 5.5% 5.3%
Gross operating margin (in %) 4.8% 8.5% 8.3%
Return on equity (in %) 4.6% 16.5% 17.0%
Earnings per share (in NOK) 0.06 0.45 1.85
Investments in fixed assets (NOK mill.) 18.0 42.0 104.0
Equity ratio (in %) 31.8% 27.7% 33.6%
Total turnover outside Norway (NOK mill.) 425.0 490.0 1,355.0
Number of employees 1,811 1,640 1,759
Number of shareholders 4,297 3,945 4,013

Key Figures

0.0 0.0 0.0 External turnover 786.0 763.7 2,336.7
21.1 7.3 8.6 Other operating revenues 15.3 12.1 40.8
21.1 7.3 8.6 Total operating revenues 801.3 775.8 2,377.5
25.0 9.3 9.8 Operating costs 763.1 709.8 2,180.4
3.6 1.2 1.2 Ordinary depreciation 24.9 23.2 71.7

28.6 10.5 11.0 Total operating costs 788.0 733.0 2,252.1
-7.5 -3.2 -2.4 Operating profit/loss 13.3 42.8 125.4
47.8 0.1 -0.2 Share of profit/loss in associated companies                  2.9 -0.2 44.8
-3.6 -2.3 -1.0 Financial items -12.1 -11.0 -32.4
36.7 -5.4 -3.6 Pre-tax profit/loss 4.1 31.6 137.8
0.0 0.0 0.0 Taxes 0.0 0.0 -6.6

36.7 -5.4 -3.6 Net profit/loss 4.1 31.6 131.2

Profit and Loss Account

*) Average number of shares 72.395.352.

33.9 5.7 39.1 Current assets 771.3 659.8 654,5
483.3 452.4 457.2 Financial investments 115.1 112.2 108,5
31.1 31.6 30.2 Fixed assets 430.6 417.6 438,2

548.3 489.7 526.5 Total assets 1,317.0 1,189.6 1,201.2
40.8 75.3 22.6 Current liabilities 371.5 436.3 425.0

106.0 100.0 106.0 Long-term liabilities 526.9 424.3 372.3
146.8 175.3 128.6 Total liabilities 898.4 860.6 797.3
356.7 352.7 356.7 Share capital (70,544,318 shares of NOK 5.00) 356.7 352.7 356.7
44.8   -38.3    41.2 Other share capital and reserves 61.9 -23.7 47.2

401.5 314.4 397.9 Total share capital and reserves 418.6 329.0 403.9
548.3 489.7 526.5 Total liabilities and share capital and reserves 1,317.0 1,189.6 1,201.2
112.0 140.0 113.0 Net interest-bearing debt 514.0 515.0 380.0
513.5 454.4 510.9 Capital employed 932.6 844.0 783.9

Balance Sheet
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   Moelven Industrier ASA       The Group
    Total      1st four-month period                                                                          1st four-month period Total

1997 1997 1998 (Amount in NOK mill.) 1998 1997 1997

31 Dec.  30 April 30 April 31 Dec.
1997 1997 1998 1998 1997 1997

             1st four-month period Total

1998 1997 1997



Operating revenues 1998 1997 1997 1996 1995
Timber Industry 389.4 431.2 1,253.0 335.8 390.3
Interior Layout 153.3 136.0 417.7 120.1 127.9
Laminated Timber 117.4 128.6 421.9 92.4 115.3
Construction and Contracting 160.3 96.7 343.5 93.1 106.9
Other, incl. the Parent Company 14.7 15.6 39.7 9.4 9.9
-internal operating revenues -33.8 -32.3 -98.3 -26.8 -27.8

Total � Group 801.3 775.8 2,377.5 624.0 722.5
Operating profit/loss
Timber Industry 8.7 30.8 77.8 2.7 42.6
Interior Layout 10,7 9.0 37.2 3.7 6.7
Laminated Timber -5.8 0.2 5.3 -3.5 2.3
Construction and Contracting 4.5 9.4 22.9 1.2 7.8
Other, incl. the Parent Company -4.8 -6.6 -17.8 -6.1 -14.8
Total � Group 13.3 42.8 125.4 -2.0 44.6
Pre-tax profit/loss
Timber Industry 5.7 27.5 68.7 -0.3 41.1
Interior Layout 13.7 12.1 46.2 7.2 8.3
Laminated Timber -8.0 -0.9 0.6 -3.5 1.8
Construction and Contracting 2.7 9.3 20.4 1.3 8.1
Other, incl. the Parent Company -10.0 -16.4 1.9 -14.2 -31.6
Total � Group 4.1 31.6 137.8 -9.5 27.7

Boards' report
OPERATING REVENUES AND
PROFIT AND LOSS � THE
GROUP

The Group�s performance in the first four months of 1998
was somewhat better than expected in the light of the low
price levels world-wide for timber products and glulam.

The Group�s total operating income was NOK 801.3
million (NOK 775.8 million in the same period last year).
Increased operating income in the Construction & Contracting
and Interior Layout Divisions compensated for the decline in
timber products and glulam prices. Order volumes are
increasing in all the company�s subsidiaries.

Operating profit was NOK 13.3 million (NOK 42.8
million). Planned depreciation totalled NOK 24.5 million.

The net interest payable was NOK 12.1 million (NOK
11.0 million).

Net pre-tax profit after interest payments was NOK 4.1
million (NOK 31.6 million). Cashflow from operations during
the four-month period was approximately NOK 30 million.

In comparison with the first four months of 1997, lower
prices and increased raw-materials costs have, as expected,
led to a decline in both the operating income and the profits of
the Timber Industry Division. However, performance so far in

1998 is still better than expected, with an operating profit of
almost NOK 9 million.

Profit trends in the Interior Layout Division are encourag-
ing, and operating profit for the four months was NOK 10.7
million.

The Laminated Timber Division recorded a loss of NOK
5.8 million for the period. Performance was affected by
restructuring costs in Denmark, where a major merger of the
laminated-timber manufacturers took place on 1 April 1998.
Moelven has a 40% shareholding in the new company.

The Construction & Contracting Division saw a restruc-
turing of operations in the newly acquired subsidiaries,
Westwood Byggsystem AB and Westwood Byggsystem AS
(Moelven Byggsystem AB and AS), which will have an impact
on profits for the first half of the year. Operating profit for the
period was NOK 4.5 million.

FINANCIAL SITUATION
At 30 April 1998, the Group�s total assets stood at NOK

1,317.0 million (NOK 1,189.6 million). The increase of some

Report of the
Board of
Directors for
the 1st four
months
of 1998

The Group's business areas
      1st four-month period Total(Amount in NOK mill.)       1st four-month period
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NOK 125 million on the 1997 figure can be largely ascribed to
the acquisition of Moelven Byggsystem AS and Moelven
Byggsystem AB, and to an increase in the amount of operating
capital tied up. At NOK 513.6 million, the Group�s net
interest-bearing liabilities are at the same level as last year.

The Group�s share capital and reserves after payment of
dividends stands at about NOK 420 million, which gives an
equity ratio of 31.8% (27.7%).

The total capital employed at 30 April 1998 was NOK
845.9 million.

In the light of its sound financial situation, the Group
signed new loan agreements, on more favourable terms and
with increased cash reserves, during the four-month period.
The Group has thereby strengthened its financial position, and
its cash position is healthy.

BUSINESS AREAS

Timber Industry
Operating income was NOK 389.4 million (NOK 431.2

million). The prices of timber products are 10-15% lower than
in the first four months of 1997, but we have not seen a
corresponding reduction in raw-materials costs to compensate
for the decline in prices. Operating profits for the period were
therefore cut to NOK 8.7 million (NOK 30.8 million in 1997,
NOK 2.7 million in 1996). Availability of raw materials has
been high at all our sawmills, and output has been higher than
in previous years.

The performance of the division�s processing businesses is
encouraging, with profits increasing thanks to lower raw-
materials costs and slightly higher prices for finished goods in
the Norwegian market.

Export volumes are stable in most markets, with the
exception of Japan. Our subsidiaries have not experienced any
difficult trading conditions in 1998 to date.

We have seen an increase in prices for timber products in
spruce, whereas those for timber products in pine are still
displaying a slight downward trend. There is still some
uncertainty surrounding the timing and strength of the
expected increase in timber product prices.

Interior Layout
This division continued to perform well during the first

four months of 1998. Operating income was NOK 153.3
million (NOK 136.0 million) and operating profits were NOK
10.7 million (NOK 9.0 million).

The way in which the interior layout subsidiaries operate
meant that the division received net interest payments of
NOK 3.0 million in addition to ordinary operating profits.

Market trends for the division�s Norwegian subsidiary,
Nordia AS, remain positive in 1998 to date. The outlook for
the year as a whole is good, with a stable level of activity in
the building industry, and the company has increased its
backlog of orders.

In Sweden, the anticipated upswing in building activity has

(Amount in NOK mill.)                 1st four-month period Total
1998 1997 1997

Net cash flow from operations -108.6 -76.6 98.9
Cash flow from/to investments -23.3 -48.6 -110.7
Cash flow from/to financing 134.5 61.6 -54.3
Net cash flow for the period 2.6 -63.6 -66.1
Liquid funds 15.2 15.1 12.6
Unutilized drawing rights 160.0 130.0 150.0
Available liquid funds 175.2 145.1 162.6

Cash Flow Statement for the Group
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yet to materialise. So far in 1998, the trend has been very
much on a par with last year. Eurowand AB continues to
exercise efficient cost control, and has achieved good profit-
ability on the same level of activity as last year.

The subsidiaries have a healthy market share. Some
restructuring is taking place within and among market players
in this sector. Moelven is playing an active part in this process
in order to ensure the long-term expansion of the division.

Laminated Timber
As expected, the Laminated Timber Division performed

poorly in the four months to 30 April 1998. Operating income
for the period was NOK 117.4 million (NOK 128.9 million),
with the decline largely due to lower prices. Because of
seasonal factors, the Laminated Timber Division�s perform-
ance is normally poor during the first four months of the year.
The division recorded an operating loss of NOK 5.8 million,
compared with a profit of NOK 0.2 million the previous year.

The deterioration in performance is due to the fact that
Moelven Töreboda Limträ AB performed well in the first four
months of last year thanks to sales of glulam to Japan. From
the second four months of 1997 onwards, volumes and prices
in the Japanese market have both declined sharply.

Prices are now under pressure in both Japan and Ger-
many, the division�s two largest export markets. We do not
anticipate any significant change in this situation in the short
term. The division is therefore stepping up its activities in the
local Scandinavian market and in other smaller European
markets.

Consequently, the division�s two Danish subsidiaries,
Moelven Øresø Limtræ AS and Moelven LNJ Limtræ AS,
merged with their largest competitor in Denmark,
Lillehæden AS, with effect from 1 April 1998. The merged
company, Limtræ Danmark AS, is owned 40% by Moelven
and 60% by the Danish company ITH AS. In light of
Moelven�s influence within the company, including two
directors, the company is included in the group accounts using
the proportional consolidation method as from 1 April 1998.
The merger will result in a streamlining of the organisation
and a gradual reduction in costs during 1998, as well as a co-
ordinated marketing and sales strategy, primarily in Denmark
but also in the German market.

The Norwegian market is stable. We expect increased
income for the division�s Norwegian subsidiary, Moelven
Limtre AS, which will gradually begin to benefit from the
investment made in 1997.

The Swedish market has potential for expansion, and
Moelven Töreboda Limträ AS will step up its activities in the
local market.

Volumes in the Danish market are expected to remain
unchanged in 1998, but the restructuring will result in better
control over pricing and reduced costs.

Poor profitability in the laminated-timber sector is leading
to financial restructuring among market players. Moelven will
be following developments closely. The division�s profits for
1998 are expected to be modest.

Construction & Contracting
The division�s operating income was NOK 160.3 million

(NOK 96.7 million), with the increase due to the acquisition of
Westwood Byggsystem AS and Westwood Byggsystem AB
and to increased activity by Moelven Engineering AS.

Operating profits were NOK 4.5 million (NOK 9.4
million) and were affected by costs relating to the restructur-
ing of production at Westwood Byggsystem AB (Moelven
Byggsystem AB) in Säffle, as well as by the fulfilment of
existing orders at low prices by the newly acquired subsidiar-
ies.

Following recent acquisitions, the division�s module
operations enjoy a strong market position in both Norway and
Sweden.

The performance of Moelven Engineering AS is encour-
aging, and the company is expanding in several fields.

There is a very healthy backlog of orders throughout the
division. The level of activity will remain high throughout
1998, but some older orders remain to be fulfilled by the
newly acquired subsidiaries.

Other operations
The net cost of the Group�s other operations for the

period, including overhead costs, R&D activities, etc., totalled
NOK 4.8 million (NOK 6.6 million). Tied-up capital under this
heading amounts to approximately NOK 30 million, in line
with market value.

Acquisitions
With effect from 1 May 1998, Moelven took over Notnäs

AB and Westwood AB. The purchases have been funded by
the assumption of liabilities totalling some NOK 285 million
and by the issue of approximately 20.3 million new shares in
Moelven Industrier ASA. This was in accordance with the
decision of the Annual General Meeting on 25 March 1998 to
authorise the Board of Directors to issue up to 21.5 million
shares.

Consequently, Moelven will become Europe�s sixth
largest company in the timber sector, number two in Scandi-
navia after ASSI Domän, and Europe�s largest timber
processing business. The Group will have a combined annual
turnover of about NOK 3,300 million and total assets worth
some NOK 1,800 million. The Group�s share capital and
reserves will be over NOK 600 million, and the equity ratio
over 30%.

The transactions will be completed at the end of May or
beginning of June in the case of Notnäs AB, and on 1 July in
the case of Westwood AB. The bid to acquire the shares of
Westwood AB will be sent to shareholders on 1 June. A
preliminary acceptance has already been received from the
company�s largest shareholders, representing over 70% of
shares.

MILLENNIUM PREPARATIONS
Moelven�s preparations for the millennium are being

handled by a central IT team, which is ensuring that all
systems are identified, reviewed and risk-assessed.
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Systems which are deemed critical will be modified or
replaced by 1 July 1999.

At this stage, the risk of major problems is considered
limited.

Outlook
In the Timber Industry Division, we expect the steady

increase in prices of timber products in spruce to continue and
the downward trend in pine prices to level out. Coupled with
a slight reduction in raw-materials costs, the performance of
our sawmills will gradually improve as 1998 progresses. In
the case of the processing businesses, we anticipate a steady
performance over the year.

Notnäs AB and Westwood AB were not performing
satisfactorily at the time of take-over. Given this fact and the

need for reorganisation and restructuring during the year,
these companies will not contribute to the Group�s profits in
1998. The effects of reorganisation and co-ordination will
gradually be felt towards the end of the year.

The Interior Layout Division is expected to see steady,
healthy earnings throughout 1998.

The performance of the Laminated Timber Division will
be poor, though the impact of operational and structural
changes will create the conditions for improved performance
in the last four months of the year.

The Construction & Contracting Division has a healthy
volume of orders, which should result in profits similar to last
year�s.

The restructuring of the newly acquired subsidiaries is
expected to yield results towards the end of 1998.

Oslo, 2 June 1998
The Board of Directors of Moelven Industrier ASA.
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