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Year-End Report 2017

The year in brief

Fourth quarter 2017
• Order intake increased by 29 percent compared to the 

previous year and the order stock was significantly higher 
compared to the start of  the year

• Sales volume was 205 (177) thousand metric tons, 16 percent 
higher than in the previous year, and revenue rose by 26 
percent to EUR 246 (196) million

• Strong growth combined with favorable development of  the 
product mix and selling prices contributed to an increase 
in EBITDA before restructuring costs to EUR 29 million from 
EUR 5 million in the preceding year

• The number of  shifts has been increased to meet the higher 
demand. Hofors-Hällefors have increased to five production 
shifts in most areas, while Imatra went up to four shifts as of  
January 2018.

• EBITA amounted to EUR 21 (-3) million before restructuring 
costs of  EUR 1 (2) million

• EBIT, including amortization of  surplus values, was EUR 18 
(-7) million

• Cash flow from operating activities amounted to EUR 18 (21) 
million, including payment of  restructuring costs of  EUR 1 (2) 
million

• Net financial expenses include non-recurring effects of  EUR 
-13 million, including EUR -8 million arising from redemption 
of  the earlier loan in connection with refinancing in October 
and an impairment loss on investment shares of  EUR -5 
million

Full year 2017
• Order intake increased by 24 percent compared to the 

previous year
• Sales volume was 783 (708) thousand metric tons, 11 percent 

higher than in the previous year, and revenue rose by 18 
percent to EUR 921 (781) million

• EBITDA before restructuring costs improved substantially to 
EUR 100 million from EUR 57 million, corresponding to an 
EBITDA margin of  11 (7) percent. Earnings were strength-
ened by higher volumes, a better product mix, higher prices 
and lower costs achieved in the restructuring program

• EBITA amounted to EUR 69 (25) million before restructuring 
costs of  EUR 3 (7) million, corresponding to an operating 
margin of  7 (3) percent

• EBIT, including amortization of  surplus values, was EUR 56 
(9) million

• Cash flow from operating activities amounted to EUR 39 (35) 
million, including payment of  restructuring costs of  EUR 4 (8) 
million

• Ovako’s restructuring program is proceeding ahead of  plan 
and contributed EUR 20 million in the form of  lower costs 
during the year
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Group KPIs
The table of  key performance indicators (KPIs) contains data 
taken directly from the financial statements and information that 
can be derived from these, as well as statistical information. A 
reconciliation between financial KPIs and the financial state-
ments, including those KPIs that are not defined under IFRS, is 
presented on page 11, and definitions of  all KPIs can be found 
on page 15. KPIs are presented as a supplement to the financial 
statements to facilitate the understanding of  performance and 
financial position over time. Ovako uses EBITA as a performance 

measure to show the underlying profitability of  operations before 
interest and tax, because amortizations of  surplus values in 
real estate that are charged against EBIT do not correspond to 
new investments. These amortizations will decline successively 
after 2020 and will end in 2024. Ovako uses EBITDA to provide a 
picture of  the capacity of  the business to generate earnings and 
cash flow, over time, before investing and financing activities.

Amounts in brackets in this report refer to the corresponding period in the previous year. Comparatives for prior periods have been 
adjusted due to restatement of  deferred tax. The adjustments are further described on page 14 and affects reported tax cost, net 
result, equity, deferred tax liability and key ratios that are calculated using these measures.

KPI 2017 2016 2017 2016

Q4 Q4 Full year Full Year

Sales volumes 1) kton 205 177 783 708

Revenue 2) EURm 246 196 921 781

EBITDA before restructuring cost 3) EURm 29 5 100 57

EBITDA 3) EURm 28 3 96 50

Adjusted EBITDA margin 3) 11.7 % 2.8 % 10.8 % 7.3 %

EBITDA margin 3) 11.5 % 1.6 % 10.5 % 6.4 %

Operating profit (EBITA) before restructuring cost 3) EURm 21 -3 69 25

Operating profit (EBITA) 3) EURm 21 -5 65 18

Adjusted operating margin (EBITA) 3) 8.6 % -1.4 % 7.4 % 3.2 %

Operating margin (EBITA) 3) 8.4 % -2.6 % 7.1 % 2.3 %

EBIT 2) EURm 18 -7 56 9

Net profit/loss 2) 4) EURm 2 -10 15 -17

Cash flow from operating activities 2) EURm 18 21 39 35

Net debt (excl pension liabilities)/equity ratio 3) 4) 219 % 218 % 219 % 218 %

Return on capital employed (ROCE)3) 4) 11 % 2 % 11 % 2 %

Full time employees at end of  period (FTE) 1) No 3,040 2,773 3,040 2,773

1) Statistical KPIs, defined on page 15

2) KPIs taken directly from the financial statements

3) KPIs calculated using the financial statements, see calculations on page 11

4) Comparatives have been changed due to restatement of  previously reported deferred tax, refer to page 14
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We ended 2017 on the same positive note as we began, with higher order intake, increased deliveries and 
significantly stronger financial performance. We gained market shares during the year while implementing 
much-needed price adjustments. Even though we have significantly increased manned capacity, we continued to 
deliver on our cost savings program and thereby strengthened our competitive advantage. We are now in a better 
position than we have been for quite some time and are well prepared to continue generating growth for Ovako. 

Growth continued in the fourth quarter with higher volumes in 
most regions and segments, and production remained high 
through the holidays. We saw broad growth within the important 
bearings market, as well as for powertrain, wear resistant appli-
cations, drilling tools and hydraulics. Sales volume for the quarter 
was 205 thousand metric tons, 16 percent higher than in Q4 
2016. In total, 783 thousand metric tons were shipped in 2017, 
11 percent higher year-on-year, with revenue up by 18 percent.

Order intake continued rising and the order stock was signifi-
cantly higher at year-end than at the same time last year. With 
sustained growth in the order book from both the short- and long-
term perspectives, conditions for the next year are favorable.

EBITDA improved from EUR 5 to 29 million for the quarter, driven 
by higher sales, a better product mix, higher prices and lower 
costs. EBITDA for the full year was EUR 100 million, correspond-
ing to a margin of  11 percent, the best result since 2011.

We gained market shares during the year while realizing much-
needed base price increases. These compensate for increased 
purchasing prices for consumable supplies, primarily electrodes. 
Some positive impact of  the base price increases on earnings 
was seen this quarter, with the full effect to be seen in 2018. 

We continued to reduce our structural costs during the year and 
implemented additional cost savings of  EUR 20 million in 2017.  
We have so far delivered 43 million of  the promised EUR 50 
million in annual savings. Combined with additional planned 
savings in 2018 of  EUR 12 million, the aggregated cost savings 
program will increase to EUR 55 million. Long-term, efforts to 

trim structural costs will be an integral aspect of  our continuous 
improvements aimed at strengthening competitiveness.

Our long-term and systematic safety program is producing 
results and the number of  accidents leading to lost time 
injuries is down to 5 per million hours worked: the lowest in the 
company’s history. The work to achieve further improvements is 
continuing towards our long-term objective of  zero accidents.

As I sum up the year, I would also like to emphasize some 
exciting news that will have a large impact in the next few years. 
We launched an entirely new steel in September, Hybrid Steel®, 
which has already triggered keen interest among our customers. 
Towards the end of  the year, we also published climate 
declarations that report the carbon footprint of  our products. The 
declarations show that our carbon footprint is 80 percent lower 
than the global average for steel products - essential information 
for our customers in a world where sustainability is becoming 
ever more important.

Short-term outlook
In light of  continued high industrial activity among our custom-
ers, increased manned capacity in several of  our production 
flows and a strong order book, we expect sales volume in the first 
quarter 2018 to be higher than in the same period last year.

Marcus Hedblom,  
President and CEO

Comments from the CEO
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Market development
The EU industrial production index showed growth of  4.1 percent 
in the third quarter of  2017, compared to the same quarter in 
2016. Sweden demonstrated growth on par with the EU as a 
whole during the third quarter, driven mainly by the strong car 
and truck market and the industrial equipment market. Germany 
showed slightly higher growth than the EU during the third quar-
ter. According to the European Steel Association, Eurofer, the 
European market for merchant bar (which includes engineering 
steel) increased by 12.6 percent in the third quarter of  2017, 
compared to the same quarter in 2016. 

Revenue and profit for the fourth quarter of 2017
Order intake increased by 29 percent in the fourth quarter and 
the order stock was significantly higher at year-end than at the 
beginning of  the year.

Sales volume amounted to 205 (177) thousand metric tons and 
revenue to EUR 246 (196) million. Sales volume was 16 percent 
higher than in the previous year, and revenue rose by 26 percent. 
Higher raw materials prices, which are passed on through the 
scrap and alloys surcharge, are the main reason behind the 
higher increase in revenue relative to sales volume, but a better 
product mix and prices also contributed to the greater increase.

Ovako’s crude steel production volume (i.e. production in the 
steel mills but prior to further processing) was 26 percent higher 
than in the previous year and amounted to 275 (219) thousand 
metric tons.

The number of  shifts has been increased to meet the higher 
demand. There are now five shifts across most of  Hofors-Hälle-
fors, while Imatra went up to four shifts as of  January 2018. In 
parallel, efforts to lower the Ovakos’ structural costs are ongoing 
and cost savings of  EUR 5 million were realized in the quarter.

EBITDA before restructuring costs improved to EUR 29 million 
from EUR 5 million in the preceding year. The earnings improve-
ment was driven by higher volumes, a better product mix, higher 
base prices and cost savings achieved in the restructuring 
program. Timing effects in scrap and alloy prices and the costs 
of  capacity increases had negative impact.

Sales volume, price and mix effects had a positive impact on 
earnings of  EUR 21 million compared to the previous year, after 
adjustment for the costs of  capacity increases. The restructuring 
program contributed EUR 5 million in reduced fixed and variable 
costs, before cost inflation of  EUR 2 million. Timing effects in 
scrap and alloy prices affected earnings for the quarter by EUR 
-2 million compared to the previous year. Currency fluctuations 
had no material effect on earnings compared to previous year.

EBITA before restructuring costs amounted to EUR 21 (-3) mil-
lion, including depreciation and amortization of  EUR 8 (8) million.

EBIT amounted to EUR 18 (-7) million after restructuring costs of  
EUR 1 (2) million and amortization of  surplus values and impair-

ments related to the restructuring program of  EUR 3 (2) million. 

Net financial expenses for the quarter amounted to EUR -20 (-7) 
million and include non-recurring effects of  EUR 13 million in the 
form of  redemption costs of  EUR 5 million for early redemption 
of  senior secured notes, reversal to profit and loss of  financing 
costs of  EUR 3 million arising from the previously issued senior 
secured notes, and impairment of  the holding in Ascometal by 
EUR 5 million. Currency had an effect of  EUR -1 (0) million.

The holdings in French Ascometal were impaired after the 
company applied for bankruptcy protection in November 2017. 
Management has determined that a sale of  the holding in the 
company would not recover the EUR 5 million paid for the shares. 

Earnings before tax amounted to EUR -2 (-14) million, and the net 
result was EUR 2 (-10) million. 

Revenue and profit for the full year of 2017
Order intake increased by 24 percent compared to the previous 
year. Sales volume amounted to 783 (708) thousand metric tons 
and revenue to EUR 921 (781) million. Sales volume was 11 
percent higher than in the previous year, and revenue rose by 18 
percent. Higher raw materials prices are the main reason behind 
the higher increase in revenues relative to sales volume, but a 
better product mix and prices also contributed to the greater 
increase.

Ovako’s crude steel production volume (i.e. production in the 
steel mills but prior to further processing) was 11 percent higher 
than in the previous year and amounted to 1,014 (915) thousand 
metric tons.

The workforce has increased by about 270 since the beginning 
of  the year, measured in FTE. A total of  39 full-time employees 
left the company during the year within the framework of  the 
restructuring program, primarily due to the closure of  the unit in 
Forsbacka, which was completed in the spring.

EBITDA before restructuring costs amounted to EUR 100 (57) 
million, corresponding to an EBITDA margin of  11 (7) percent. 
Sales volume, price and mix effects had a positive impact on 
earnings of  EUR 36 million compared to the previous year, after 
adjustment for the costs of  capacity increases. The restructuring 
program contributed EUR 20 million in reduced fixed and vari-
able costs, before cost inflation of  EUR 9 million. Timing effects 
of  scrap and alloy prices affected earnings by EUR -2 million. 
Exchange rate fluctuations had no material effect on earnings 
compared to the previous year.

EBITA before restructuring costs amounted to EUR 69 (25) 
million, including depreciation and amortization of  EUR 31 (32) 
million.
EBIT amounted to EUR 56 (9) million after restructuring costs of  
EUR 3 (7) million and amortization of  surplus values and impair-
ments related to the restructuring program of  EUR 10 (9) million.

The fourth quarter and the full year 2017
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Net financial expenses for the period amounted to EUR -40 (-23) 
million, and were affected by non-recurring effects of  EUR -13 
million (from the fourth quarter; see above) and currency effects 
of  EUR -1 (3) million. Profit before tax for the period amounted to 
EUR 16 (-14) million, and net profit was EUR 15 (-17) million. 

Cash flow
Cash flow from operating activities was EUR 18 (21) million for 
the fourth quarter and EUR 39 (35) million for the full year. The 
cash flow includes payment of  restructuring costs of  EUR 1 
(2) million and EUR 4 (8) million, respectively. Due to the higher 
demand and production rate throughout the fourth quarter, work-
ing capital was not freed up as in previous years in the fourth 
quarter. In previous years, the production rate and deliveries 
were lower during the latter part of  the period. However, the 
average trade working capital in relation to revenue decreased to 
23.6 percent (25.1).

Financing costs of  EUR 7 million for the new senior secured 
notes issue were paid as of  the reporting date. These costs are 
reported together with redemption costs of  EUR 5 million for the 
earlier loan, as well as other financing activities in the statement 
of  cash flows. 

Financial position
As previously communicated, Ovako was refinanced in October 
and a new five-year senior secured notes issue of  EUR 310 
million at a fixed interest rate of  5.0 percent has replaced the 
previously issued senior secured notes of  EUR 300 million at 6.5 
percent interest. As of  the reporting date, Group borrowing thus 
amounted to EUR 310 (300) million. The process to list the loan is 
in progress but has not yet been completed.
Interest-bearing liabilities after deduction of  financing costs, 
allocated across the term of  the notes and recognized as a 
deduction from the liability on the balance sheet, amounted to 
EUR 303 (295) million. Financing costs attributable to the previ-

ous senior secured notes that were redeemed prematurely have 
been transferred to profit and loss and charged to net financial 
expense in the amount of  EUR 3 million. Net debt (excluding 
pension liabilities) amounted to EUR 251 (246) million.

Equity amounted to EUR 114 (113) million, and the net debt/
equity ratio (excluding pension liabilities) was 219 (218) percent. 
Equity was affected by EUR -8 million arising from translation 
differences and EUR -7 million arising from changes in the 
assumptions used upon revaluation of  pension liabilities. The 
negative translation differences are attributable to changes in the 
EUR/SEK exchange rate. These have greater impact on equity 
than in previous years because the larger operational companies 
in Sweden have, effective 2017, reverted to using SEK as their 
presentation currency. (This change has no effect on operating 
results or cash flow.)

The group’s liquidity buffer of  EUR 90 (88) million comprises 
cash and cash equivalents of  EUR 52 (49) million and unutilized 
contracted loan commitments of  EUR 38 (39) million. 

Investments
Net investments in tangible and intangible assets amounted to 
EUR 10 (10) million during the quarter and EUR 32 (34) million 
during the full year. 

Disputes
The Finnish tax authority has expanded its previous demand 
to limit the deductibility of  interest expenses for the years 
2010-2013 to also apply to the years 2014-2016. The notice of  
amended tax assessment includes a demand for payment of  
approximately EUR 6.1 million (including interest and penalties) 
and the total demand now amounts to EUR 15.6 million.  The 
change is related to payments of  interest on loans from Ovako 
Finland Oy Ab’s Swedish parent company, Ovako AB (publ), 
which the tax authority has ruled non-deductible. In considera-

Hybrid Steel offers properties from the categories of  tool steel, maraging steel and stainless steel combined with production costs that are similar to 

conventional steel. A new alloying strategy is used to create a steel with up to triple the tensile strength of  conventional steel at elevated temperatures. 

Hybrid Steel is well suitable for a wide range of  high-load applications, such as engine components, bearings and tools for various purposes. 
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tion of  generally accepted practices for interest deductions in 
Finland during the aforementioned period and after consultation 
with external tax lawyers, Ovako has, as before, appealed 
the tax authority’s demands. Until the appeal has been finally 
determined, Ovako will not have to comply with the demand 
for payment. Ovako has not deemed it necessary to make any 
provision for this potential cost.

Changes to the Board of Directors
Director Nizar Ghoussaini has resigned from the board of  
directors of  Ovako, effective 31 December. 

Tore Bertilsson was appointed vice chairman of  the board of  
directors on 1 February 2018. Bertilsson has many years of  
industrial experience in leading positions and directorships. 
Among other accomplishments, he was a member of  executive 
management at SKF for 24 years and served as the company’s 
CFO and Executive Vice President until 2013. 

Parent company
The parent company of  the group, Ovako Group AB (corporate 
registration number 556813-5361), directly and indirectly holds 
100 percent of  the shares in all subsidiaries of  the group. Net 
profit in Ovako Group AB amounted to EUR 9.4 (1.1) million after 
group contributions of  EUR 11.8 (0.9) million. Ovako Group AB 
has provided a shareholder contribution of  EUR 24.0 million to 
Ovako AB (publ) representing the value of  a group contribution 
received. 

Most significant risks and uncertainty factors
For information regarding the most significant risks and 
uncertainty factors, please read the description in the annual 
report for 2016. The company does not consider that there have 
been any material changes during the reporting period in the 
risks and uncertainty factors presented in the annual report. 
The current macroeconomic uncertainty may 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 and Triton Fund 
III F&F LP, which, directly and indirectly, together control 84.44 
percent of  the shares in the Ovako group.

Ovako Group AB has provided a group contribution of  EUR 
12.1 million and a dividend of  EUR 88.0 million (as decided by 
an extraordinary general meeting) to Triako Holdco AB. At the 
same time, the company received an unconditional shareholder 
contribution of  EUR 100.1 million from Triako Holdco AB. There 
are otherwise no material transactions with companies in which 
Triton Fund III and Triton Fund III F&F LP have significant or 
controlling influence.

Accounting policies
The interim report for the group has been prepared in accord-
ance with IAS 34 Interim Reporting. The interim report for the 
parent company was prepared in accordance with the Swedish 
Annual Accounts Act and the Swedish Financial Accounting 

Standards Council’s 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. Segment information is presented based on the 
company management’s perspective, and operating segments 
are identified based on the internal reporting to Ovako’s chief  
operating decision maker. Ovako has identified the CEO as its 
chief  operating decision maker, and the internal reporting used 
by this person to review operations and make decisions about 
resource allocation is the basis for segmentation. Ovako has 
combined its segments (business units) into one reportable 
operating segment in accordance with the rules for aggregation.

The accounting policies applied in this interim report are the 
same as those applied in the consolidated annual accounts for 
2016. No new or revised IFRSs entering into force during 2017 
have had any material effect on the group. Two new standards 
are applied as of  1 January 2018. Ovako will not be applying 
these standards retroactively.

IFRS 9 Financial Instruments entails changes to how financial 
assets are recognized and measured, introduces a new princi-
ple for accounting for expected credit losses, and affects hedge 
accounting. IFRS 9 has no material effect on the financial per-
formance and financial position of  the Ovako group. Because 
Ovako uses credit insurance for trade accounts receivable and 
has historically had low credit losses, the new standard has 
limited impact.  The reserve established in the opening balance 
for 2018 will not differ appreciably from the current reserve of  
EUR 0.4 million as of  31 December 2017. No other reserves for 
expected credit losses have been found necessary.

IFRS 15 Revenue from Contracts with Customers will supersede 
all current standards for revenue recognition. Ovako’s analysis 
of  operations based on identification of  contracts with custom-
ers, performance obligations and their fulfillment, transaction 
prices and their allocation has shown that the new standard will 
have no affect on recognition of  revenue and financial results.

The term “IFRS” in this document includes the application of  
IAS and IFRS, as well as the interpretations of  these standards 
as published by the IASB’s Standards Interpretation Committee 
(SIC) and the International Financial Reporting Interpretations 
Committee (IFRIC). 

Comparatives for prior periods have been adjusted due to 
restatement of  deferred tax related to receivables in EUR in 
Swedish group companies with EUR as the reporting currency, 
refer to page 14 for details. 

This report has not been reviewed by the company’s independ-
ent auditors. 

Stockholm, 9 February 2018

Marcus Hedblom
President and CEO 
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2017 2016 2017 2016

EUR million Q4 Q4 Full year Full year

REVENUE 246.5 195.8 921.3 780.8

Cost of  goods sold -214.0 -188.1 -807.5 -716.1

GROSS PROFIT 32.5 7.7 113.8 64.7

Selling expenses -8.1 -8.4 -30.9 -30.1

Administrative expenses -8.6 -7.3 -32.1 -28.6

Other operating income 2.2 0.7 4.9 3.0

OPERATING PROFIT/LOSS 18.0 -7.3 55.7 9.0

Financial income and expenses, net -20.3 -7.1 -39.7 -23.1

PROFIT/LOSS BEFORE TAX -2.3 -14.4 16.0 -14.1

Taxes 1) 4.7 4.5 -0.8 -2.6

PROFIT/LOSS FOR THE PERIOD 1) 2.4 -9.9 15.2 -16.7

Profit/loss for the period attributable to owners of  the parent 1) 2.4 -9.9 15.2 -16.7

TOTAL 1) 2.4 -9.9 15.2 -16.7

Earnings per share before and after dilution, EUR 1) 48 -197 304 -334

CONDENSED CONSOLIDATED INCOME STATEMENT

2017 2016 2017 2016

EUR million Q4 Q4 Full year Full year

Profit/loss for the period 1) 2.4 -9.9 15.2 -16.7

Items that will be reclassified as profit or loss

Exchange differences -3.0 0.6 -8.1 -0.6

Cash flow hedges -2.5 5.9 -2.6 5.9

Tax attributable to cash flow hedges 0.6 -1.3 0.6 -1.3

-4.9 5.2 -10.1 4.0

Items that will not be reclassified as profit or loss

Revaluation of  pension obligations, net -5.8 3.7 -7.6 -9.3

Tax attributable to revaluation of  pension obligations 0.7 -0.9 1.1 2.0

-5.1 2.8 -6.5 -7.3

Other comprehensive income, net of tax -10.0 8.0 -16.6 -3.3

TOTAL COMPREHENSIVE INCOME FOR THE PERIOD 1) -7.6 -1.9 -1.4 -20.0

Comprehensive income for the period attributable to

Owners of  the parent 1) -7.6 -1.9 -1.4 -20.0

TOTAL 1) -7.6 -1.9 -1.4 -20.0

CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

1) Comparatives have been changed due to restatement of  previously reported deferred tax, refer to page 14

1) Comparatives have been changed due to restatement of  previously reported deferred tax, refer to page 14
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2017 2016

EUR million 31 Dec 31 Dec

Property, plant and equipment 297.5 311.5

Intangible assets 8.9 9.8

Other financial assets 1.9 7.0

Derivative assets 0.4 0.2

Deferred tax assets 14.1 15.7

Non-current assets 322.8 344.2

Inventories 233.3 201.2

Trade receivables 113.0 85.7

Other current receivables 20.5 20.0

Current tax assets 0.3 1.2

Derivative assets 0.5 1.5

Cash and cash equivalents 52.4 49.2

Current assets 420.0 358.8

TOTAL ASSETS 742.8 703.0

Equity 1) 114.3 113.0

Non-current interest-bearing liabilities 303.0 295.0

Derivative liabilities 2.5 4.3

Deferred tax liabilities 1) 33.4 41.6

Provisions for pensions 80.3 74.8

Other provisions 1.6 2.9

Other liabilities 0.4 0.3

Non-current liabilities 421.2 418.9

Derivative liabilities 5.2 1.7

Trade payables 133.5 109.4

Current tax liabilities 0.7 0.0

Provisions 1.6 2.6

Other current liabilities 66.3 57.4

Current liabilities 207.3 171.1

TOTAL EQUITY AND LIABILITIES 742.8 703.0

CONDENSED CONSOLIDATED BALANCE SHEET 

1) Comparatives have been changed due to restatement of  previously reported deferred tax, refer to page 14
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2017 2016 2017 2016

EUR million Q4 Q4 Full Year Full year

Operating profit/loss 18.0 -7.3 55.7 9.0

Adjustment for depreciation and amortization 10.4 10.4 40.6 40.9

Adjustment for other non-cash items 1.5 2.6 2.1 4.1

Change in working capital -2.1 23.9 -38.2 3.2

Cash flow from operations 27.8 29.6 60.2 57.2

Interest received and paid -9.4 -9.7 -21.6 -21.2

Income tax paid -0.3 0.7 -0.1 -1.3

Cash flow from operating activities 18.1 20.6 38.5 34.7

Acquisition of  property, plant and equipment -11.2 -10.2 -34.3 -34.3

Sale of  property, plant and equipment 1.0 – 2.3 –

Cash flow from investing activities -10.2 -10.2 -32.0 -34.3

Cash flow before financing activities 7.9 10.4 6.5 0.4

Repayment of  borrowings -300.0 – -300.0 –

New borrowings 310.0 – 310.0 –

Other financing activities -12.1 – -12.1 –

Cash flow from financing activities -2.1 – -2.1 –

Cash flow for the period 5.8 10.4 4.4 0.4

Cash and cash equivalents at the beginning of  period 47.3 38.7 49.2 49.1

Translation differences in cash and cash equivalents -0.7 0.1 -1.2 -0.3

Cash and cash equivalents at the end of period 52.4 49.2 52.4 49.2

CONDENSED CONSOLIDATED CASH FLOW STATEMENT 
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2016 Equity attributable to owners of  the parent

EUR million Share capital Reserves Retained earnings Total equity

Opening balance at 1 Jan 1) 0.0 -6.4 139.4 133.0

Comprehensive income

Profit/loss for the period 1) – – -16.7 -16.7

Other comprehensive income – 4.0 -7.3 -3.3

Comprehensive income 1) – 4.0 -24.0 -20.0

Closing balance at 31 Dec 1) 0.0 -2.4 115.4 113.0

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

2017                Equity attributable to owners of  the parent

EUR million Share capital Reserves Retained earnings Total equity

Opening balance 1 Jan 1) 0.0 -2.4 115.4 113.0

Comprehensive income

Profit/loss for the period – – 15.2 15.2

Other comprehensive income – -10.1 -6.5 -16.6

Comprehensive income – -10.1 8.7 -1.4

Transactions with shareholders

Group contribution, net of  tax 2) – – -9.4 -9.4

Dividend – – -88.0 -88.0

Unconditional shareholder contribution – – 100.1 100.1

Closing balance at 31 Dec 0.0 -12.5 126.8 114.3

1) Comparatives have been changed due to restatement of  previously reported deferred tax, refer to page 14

2) Tax on group contribution recognised in profit and loss amounts to EUR 2.7 million

1) Comparatives have been changed due to restatement of  previously reported deferred tax, refer to page 14
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From Income Statement 2017 2016 2017 2016

EUR million (if  not otherwise stated) Q4 Q4 Full year Full year

Revenue A 246.5 195.8 921.3 780.8

Net result 1) 2.4 -9.9 15.2 -16.7

+ Taxes 1) -4.7 -4.5 0.8 2.6

+ Financial income and expenses, net 20.3 7.1 39.7 23.1

EBIT B 18.0 -7.3 55.7 9.0

+ Amortization of  surplus values 2.8 2.3 9.5 9.0

EBITA C 20.8 -5.0 65.2 18.0

+ Depreciation 7.6 8.1 31.1 31.9

EBITDA D 28.4 3.1 96.3 49.9

EBIT margin % B/A*100 7.3 -3.7 6.0 1.2

EBITA margin % C/A*100 8.4 -2.6 7.1 2.3

EBITDA margin % D/A*100 11.5 1.6 10.5 6.4

Net result (EUR thousand) 1) E 2,395 -9,848 15,214 -16,710

Number of  shares F 50,000 50,000 50,000 50,000

Earnings per share 1) E/F*1000 48 -197 304 -334

Adjusted for restructuring 2017 2016 2017 2016

EUR million (if  not otherwise stated) Q4 Q4 Full year Full year

Impairments related to restructuring G 2) 0.7 – 0.7 –

Restructuring cost H 2) 0.5 2.3 3.3 6.9

EBIT before restructuring I=B+G+H 19.2 -5.0 59.7 15.9

EBITA before restructuring J=C+H 21.3 -2.7 68.5 24.9

EBITDA before restructuring K=D+H 28.9 5.4 99.6 56.8

Adjusted EBIT margin % I/A*100 7.8 -2.6 6.5 2.0

Adjusted EBITA margin % J/A*100 8.6 -1.4 7.4 3.2

Adjusted EBITDA margin % K/A*100 11.7 2.8 10.8 7.3

From Balance Sheet 2017 2016

EUR million (if  not otherwise stated) 31 Dec 31 Dec

Equity 1) L 114.3 113.0

+ Non-current interest-bearing liabilities 303.0 295.0

+ Current interest-bearing liabilities – –

./. Cash and cash equivalents 52.4 49.2

Net debt, excl provisions for pension M 250.6 245.8

+ Provision for pension 80.3 74.8

Net debt N 330.9 320.6

Net debt/equity ratio, excl provision for pension % 1) M/L*100 219 218

Net debt/equity ratio % 1) N/L*100 290 284

Equity 1) 114.3 113.0

+ Non-current interest-bearing liabilities 303.0 295.0

+ Current interest-bearing liabilities – –

+ Provision for pension 80.3 74.8

Capital Employed 1) 497.6 482.8

Average Capital Employed 1) O 3) 490.2 488.4

EBIT LTM P 4) 55.7 9.0

Return on Capital Employed % 1) P/O*100 11 2

1) Comparatives have been changed due to restatement of  previously reported deferred tax, refer to page 14

2, 3, 4) Definitions on page 15

KPIs - CALCULATIONS AND RECONCILIATION TO FINANCIAL STATEMENTS
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2017 2016 2017 2016

EUR million Q4 Q4 Full year Full year

REVENUE – – – –

Administrative expenses -0.2 -0.1 -0.3 -0.2

OPERATING PROFIT/LOSS -0.2 -0.1 -0.3 -0.2

Financial income and expenses, net 0.2 0.2 0.6 0.6

PROFIT AFTER FINANCIAL ITEMS 0.0 0.1 0.3 0.4

Group contribution 11.8 0.9 11.8 0.9

PROFIT BEFORE TAX 11.8 1.0 12.1 1.3

Taxes -2.7 -0.2 -2.7 -0.2

PROFIT/LOSS FOR THE PERIOD 9.1 0.8 9.4 1.1

PARENT COMPANY CONDENSED INCOME STATEMENT 

2017 2016 2017 2016

EUR million Q4 Q4 Full year Full year

Profit/loss for the period 9.1 0.8 9.4 1.1

Other comprehensive income – – – –

TOTAL COMPREHENSIVE INCOME FOR THE PERIOD 9.1 0.8 9.4 1.1

PARENT COMPANY STATEMENT OF COMPREHENSIVE INCOME 

2017 2016

EUR million 31 Dec 31 Dec

Investments in subsidiaries 163.8 139.8

Receivables from group companies 25.5 24.9

Deferred tax asset – 2.7

Non-current assets 189.3 167.4

Receivables from group companies 37.8 37.8

Other current receivables 0.1 –

Current assets 37.9 37.8

ASSETS 227.2 205.2

Equity 213.4 191.8

Current liabilities to group companies 13.7 13.4

Other current liabilities 0.1 –

Current liabilities 13.8 13.4

EQUITY AND LIABILITIES 227.2 205.2

Pledged collateral 180.6 179.3

Contingent liabilities None None

PARENT COMPANY CONDENSED BALANCE SHEET



13  |  Ovako Group AB – Year-End Report 2017

FINANCIAL INSTRUMENTS DISCLOSURE – GROUP

Fair value of financial instruments:
Ovako’s financial instruments include derivatives, unlisted 
equities, loan receivables, accounts receivable and cash and 
cash equivalents, interest-bearing liabilities, trade payables and 
other liabilities. Derivatives are measured at fair value in Level 2 
as defined by IFRS 13 i.e. fair value determined using valuation 
techniques with observable market data, either directly (such 
as prices) or indirectly (derived from prices). Other financial 

instruments are measured at amortised cost. The fair value of  
the bond loan was determined based on the price on bilateral 
trade since the bond loan is not yet listed. Depending on market 
conditions, the company may from time to time buy back its 
own bonds in the market. The table below shows the carrying 
amounts and fair values of  financial instruments.

31 Dec 2017 31 Dec 2016

EUR million Carrying value Fair value Carrying value Fair value

Derivatives 0.9 0.9 1.7 1.7

Financial non-current assets 1.8 1.8 6.9 6.9

Trade and other receivables 114.0 114.0 86.5 86.5

Cash and cash equivalents 52.4 52.4 49.2 49.2

Total assets 169.1 169.1 144.3 144.3

Derivatives 7.7 7.7 6.0 6.0

Interest-bearing liabilities 303.0 316.2 295.0 275.5

Trade and other payables 133.9 133.9 109.7 109.7

Total liabilities 444.6 457.8 410.7 391.2

31 Dec 2017 31 Dec 2016

EUR million
Financial 

assets
Financial
Liabilities

Financial 
assets

Financial
Liabilities

Gross amount,derivatives 0.9 7.7 1.7 6.0

Amount offset – – – –

Disclosed in balance sheet 0.9 7.7 1.7 6.0

Amounts included in an offset agreement -0.9 -0.9 -1.7 -1.7

Net after amounts included in an offset 
agreement 

0.0 6.8 0.0 4.3

Financial assets and liabilities that are offset or subject to a legally enforceable framework agreement for  
netting or similar agreement:
Financial assets and liabilities subject to offset consist of  electricity derivatives and currency derivatives covered by legally binding 
master netting agreements. 

Other disclosures
Management continuously reviews options to optimize the company’s capital structure (including refinancing all or part of  the group’s 
debt) and the owner continually considers strategic options for its holdings, including a potential stock exchange listing, in both cases 
in light of  the market situation and the company’s development.
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Restatement of reported values for deferred tax
The company has restated previously reported deferred tax 
attributable to receivables denominated in EUR in Swedish 
group companies whose presentation currency is EUR. Moreo-
ver, the company has initiated measures that will be completed 
during the first half  of  2018 that will affect the value of  deferred 
tax relating to these receivables. Considering this, the deferred 
tax liability as of  31 December 2017 for remaining receivables 
amounts to EUR 2.0 million, which is included in the company’s 
balance sheet. 

Background 
The taxation for receivables in EUR in Swedish group companies 
whose presentation currency is EUR is covered by the rules 
on capital gains, where an acquisition cost for tax purposes is 
established in SEK at the date the receivable arises, whereas the 
carrying amount of  the receivable is equal to the SEK-value on 
the relevant day. This gives rise to a temporary difference and 
accordingly, deferred tax must be recognized on the difference 
between the carrying amount and the tax base of  these 
receivables, which Ovako has not previously done. The tax base 
of  the same liability at the counterparty, or of  the group’s external 
debt in EUR, is not the same, however, because the tax base of  
such liabilities is equal to the carrying amount. Consequently, 
there is an asymmetry relating to deferred tax expense or income 
that has no connection to recognized profit and loss. The tax is 
payable only if  the receivables are disposed of  and capital gains 
resulting from these exchange variations remain at that time. 
During the first half  of  2018, Ovako will offset some of  the receiv-

ables as well as merge entities, which means that a major part of  
the receivables will be extinguished. Both offsetting measures 
and mergers will be carried out without tax consequences. After 
the mergers, there is no longer a difference between the tax 
base and the carrying amount of  the receivables and thus no 
related deferred tax. Considering this, the deferred tax liability as 
of  31 December 2017 for remaining receivables amounts to EUR 
2.0 million, which is included in the company’s balance sheet. 

Corrections 
The measures had not been initiated when the 2016 financial 
reports or 2017 interim reports were published and previously 
recognized deferred tax has therefore been corrected in the 
comparison figures presented in this report, see table below. The 
liabilities adjusted were: at 1 Jan 2016 EUR 1.9m; at 30 Sep 2016 
EUR 7.7m; at 31 Dec 2016 EUR 6.8m; and at 30 Sep 2017 EUR 
7.9m. This also means that the net result for the fourth quarter 
and full year 2017 have been positively impacted by EUR 5.9m 
and EUR 4.8m since the corresponding liability at the end of  the 
year was EUR 2.0m

Parent company
Of the deferred tax liability at the end of  the year, EUR 0.0m 
refers to the parent company. Of  the liability at the beginning of  
2016 and 2017, EUR 0.2m and EUR 0.7m respectively refers 
to the parent company. The comparative numbers in the parent 
company financial reports have not been restated.

Q4 2016 2016 full year Q1-3 2017

In income statement 
EUR million

reported 
value correction

adjusted 
value

reported 
value correction

adjusted 
value

reported 
value correction

adjusted 
value

Tax 3.6 0.9 4.5 2.3 -4.9 -2.6 -4.4 -1.1 -5.5

Net result -10.8 0.9 -9.9 -11.8 -4.9 -16.7 13.9 -1.1 12.8

Dec 31 2015 Dec 31 2016 Sep 30 2017

In balance sheet 
EUR million

reported 
value correction

adjusted 
value

reported 
value correction

adjusted 
value

reported 
value correction

adjusted 
value

Deferred tax 
liability

36.5 1.9 38.4 34.8 6.8 41.6 34.4 7.9 42.3

Equity 134.9 -1.9 133.0 119.8 -6.8 113.0 127.1 -7.9 119.2
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DEFINITIONS OF KPIs

Statistical KPIs

Sales volume Sold volume for products manufactured by Ovako, not including third-party products

Production volume Produced volume expressed as the number of  metric tons used as input materials

Full-time employees at end of  period (FTE) Number of  employees at end of  period, calculated as full-time equivalents

Financial KPIs derived from the financial statements 

EBIT Profit before financial income and expenses and taxes

EBITA Profit before financial income and expenses, taxes, amortization of  surplus values from acquisitions 
and impairments. Shows the underlying operating profit development of  the business

EBITDA Profit before financial income and expenses, taxes, depreciation, amortization and impairments. EBIT-
DA is a measure of  the underlying cash-generating capacity of  the business.

Restructuring costs Costs for implementing Ovako’s restructuring program, which consist mainly of  costs for laying off  
personnel, termination of  contracts, costs associated with moving plant and equipment, and impair-
ment of  assets. Restructuring costs are excluded when calculating adjusted measurements below. 
Adjusted measurements are used to give a better understanding of  the business development.

Adjusted EBIT EBIT excluding restructuring costs and impairments associated with restructuring

Adjusted EBITA EBITA excluding restructuring costs

Adjusted EBITDA EBITDA excluding restructuring costs

EBIT margin Profit as above, expressed as a percentage of  revenue

EBITA margin Profit as above, expressed as a percentage of  revenue

EBITDA margin Profit as above, expressed as a percentage of  revenue

Adjusted EBIT margin Profit as above, expressed as a percentage of  revenue

Adjusted EBITA margin Profit as above, expressed as a percentage of  revenue

Adjusted EBITDA margin Profit as above, expressed as a percentage of  revenue

Net debt Interest-bearing liabilities including pension liabilities minus cash and cash equivalents

Net debt excluding pension liabilities Interest-bearing liabilities excluding pension liabilities minus cash and cash equivalents. Ovako’s pen-
sion liabilities consist mainly of  liabilities financed via the Swedish PRI system, measured in accord-
ance with IFRS. The company has chosen to present net debt excluding pension liabilities since these 
are provisions that will not be refinanced in the same way as borrowings 

Net debt/equity ratio, percent (Net debt (including or excluding pension liabilities)/equity) x 100

Return on capital employed (ROCE) EBIT rolling 12 months/equity plus financial liabilities (average of  opening and closing balances for the 
period).

Earnings per share, before and after dilution Net profit for the period/weighted average number of  shares during the period

Calculations are presented in the table on Page 11

For more information, please contact: ir@ovako.com

Ovako develops high-tech steel solutions for, and in cooperation with, its customers in the bearing, transport and manufacturing 
industries. Our steel makes our customers’ end products more resilient and extends their useful life, ultimately resulting in smarter, 
more energy-efficient and more environmentally-friendly products.

Our production is based on recycled scrap and includes steel in the form of  bar, tube, ring and pre-components. Ovako is repre-
sented in more than 30 countries, and has sales offices in Europe, North America and Asia. Ovako’s sales in 2017 amounted to EUR 
921 million, and the company had 3,040 employees at year-end. For more information, please visit us at www.ovako.com

Ovako AB (publ), Box 1721, SE-111 87 Stockholm, Sweden

Visiting address: Kungsträdgårdsgatan 10, Stockholm

Tel: +46 (0)8 622 13 00 


