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• Net sales amounted to SEK 6,214 million (6,081).
• Operating profit before depreciation, amortisa-

tion and impairment (EBITDA) was SEK 822 
million (854).

• Operating profit totalled SEK 452 million (502)
• Profit before income tax totalled SEK 430 mil-

lion (458).
• The operating margin was 7 percent (8).
• Cash flow after investing activities was a nega-

tive SEK 449 million (neg: 663).

2016 2015 2016 2015
Key indicators Sep–Dec Sep–Dec Jan–Dec Jan–Dec

Net sales, SEK million 6,214 6,081 18,482 18,267

Operating profit before depreciation, amortisation and impairment (EBITDA), SEK million 822 854 2,101 3,146

Operating profit (EBIT), SEK million 452 502 1,005 2,162

Profit before income tax, SEK million 430 458 939 2,072

Return on capital employed, % 7 17

Equity ratio, % 55 62

Cash flow after investing activities, SEK million –449 –663 –1,581 218

No. of employees 3,594 3,599

This is Södra
Founded in 1938, Södra is Sweden’s largest forest-owner association, with more than 50,000 forest owners as its 
members. Södra is also an international forest industry Group, with operations based on processing its members’ 
forest products. Södra is one of the largest European suppliers of market pulp, and has one of the largest sawmill 
operations in Sweden. In 2016, the wood volume was 15.0 million m3sub, sales amounted to SEK 18 billion and 
employees totalled 3,600.

2016 IN BRIEF
• Net sales amounted to SEK 18,482 million (18,267).
• Operating profit before depreciation, amortisation and 

impairment (EBITDA) was SEK 2,101 million (3,146).
• Operating profit totalled SEK 1,005 million (2,162).
• Profit before income tax totalled SEK 939 million (2 072).
• The operating margin was 5 percent (12).
• Cash flow after investing activities was a negative SEK 

1,581 million (pos: 218)
• Return on capital employed was 7 percent (17).



Södra is advancing its positions
2016 was a year of transition for Södra, with major changes due to robust investment 
and restructuring. Against this background, operating profit of SEK 452 million for the 
third four-month period is a show of strength, while full-year profit of SEK 1,005 mil-
lion is completely in line with expectations. The Board proposes a distribution of profit 
totalling SEK 602 million. The strategic transition to increase the company’s global 
competitiveness and secure long-term profitability is progressing according to plan.

Consolidated net sales for the third four-month 
period amounted to SEK 6,214 million (6,081), up 
2 percent, and operating profit for the period totalled 
SEK 452 million (502). Net sales for the full-year 2016 
amounted to SEK 18,482 million (18,267), up 1 percent, 
and operating profit totalled SEK 1,005 million (2,162). 

With consideration for lower prices for finished 
goods, lower production volumes during the year, 
items affecting comparability of SEK 204 million – 
mainly related to the restructuring of Södra Wood – 
plus extensive investments in the future of the pulp 
mills at Värö and Mörrum, the results are completely 
in line with expectations. 

Return on capital employed was 7 percent (17) and 
below the long-term target of 10 percent, mainly due 
to the major investments and subsequent production 
stoppages associated with the start-up of the pulp 
mill at Värö. The balance sheet remains very strong. 
The equity ratio is high and liquidity is stable. The 
Board proposes a distribution of profit totalling SEK 
602 million, corresponding to 64 percent of profit 
before tax.

Södra’s efforts to create a stronger company in a 
more global and competitive market are continuing. 
This is a strategic transition, and fully in line with the 
2020 Group strategy. 2016 was a year of transition in 
the sense that we made so many operational changes 
in such a short time. This applies particularly to the 
expansion investments at the pulp mills and the 
restructuring of our wood raw material operations. 
The measures are aimed at improving our long-term 
profitability and competitiveness. The large and com-
plex new investments that are now taking place at 
our pulp mills – with tight deadlines – are always 
challenging, but have largely progressed as expected. 

The extensive investments of recent years are 
among the largest in Södra’s history for many 
decades, and we are now building a stronger and 
more profitable Södra. Willingness to invest is a sign 
of strong optimism and key to the realisation of 
Södra’s strategic journey to increase our global com-
petitiveness. It is essentially based on the unique and 
successful Södra model whereby sales of our forest 
owners’ raw material are guaranteed, and the raw 

material is processed in our mill operations. For 
Södra’s members, a strong Södra also means healthy 
long-term profit distribution.

The new pulp mill at Värö is one of the most mod-
ern mills in the world, and a first-class facility in 
terms of large-scale, cost-efficient production. The 
mill is also virtually fossil-free. Normally, it would 
take about one year of running-in and technical 
adjustments before the pulp mill could achieve a pro-
duction rate of 700,000 tonnes per year in 2017. The 
pulp mill at Mörrum has also been reconstructed to 
bring capacity up to 520,000 tonnes per year over the 
next few years, including 200,000 tonnes of 
high-quality dissolving pulp for textile production, 
which is a fast-growing product category. The invest-
ment programme at the mill at Mörrum will con-
tinue in 2017.

A major change is also taking place in the sawmill 
operations, in the form of concentration into fewer, 
but larger units. Smaller units in the planing opera-
tions have been divested. Södra’s new platform will 
streamline logistics and production costs, and inten-
sify our market orientation. In addition to items 
affecting comparability in relation to the restructur-
ing process, substantial investments are also being 
made in the remaining units of the sawmill and plan-
ing operations. Our international presence has also 
been strengthened by the acquisition of Crown Tim-
ber Group Plc, forging an even stronger position for 
Södra in the key UK market.

During the year, Södra redefined its financial tar-
gets and complemented them with new and ambi-
tious sustainability targets, including three Group-
wide targets. During the year, Södra refined its finan-
cial targets and added 15 Group-wide sustainability 
targets, of which three have the same status as the 
financial targets. There is a strong commitment to 
sustainability within the organisation and I have 
every hope that we will succeed in meeting these 
ambitious targets of fossil-free production by 2020, 
fossil-free transportation by 2030, a higher rate of 
annual forest growth on Södra members’ estates and 
a zero accident vision. As a forest company, we have 
real potential to contribute to a sustainable and 
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 profitable bioeconomy, not least by continuing to 
develop Södra’s modern, responsible forest manage-
ment with far-reaching consideration for nature con-
servation. This also means that the forest’s ability to 
sequester carbon is promoted correctly.

Södra’s innovation and development work has 
received a higher status in Södra’s strategic transi-
tion. Innovation is not only defined by ground-break-
ing strategic research, but also by the development 
and renewal of everyday processes and work meth-
ods, both in customer relationships and business 
models across the entire Group. 

There is always a risk that the traditionally high 
entry barriers in the forest industry will make com-
panies complacent. But in a rapidly changing world 
driven by the leading trends of globalisation, urbani-
sation and, not least, digitisation, that is not a good 
approach. As a company, we must be on the frontline 
and Södra should therefore be the leading digital for-
est company in the world. Södra is therefore acceler-
ating the development of its services and service 
package in precision forestry by adding new digital 
solutions. Our pulp mills are also leaders when it 
comes to new digital solutions that streamline our 
production processes and create new and better cus-
tomer solutions. Södra Wood will raise its ambitions 
in the digital arena at our production facilities. This 
development will mean fundamental changes for a 
company’s business model and Södra aims to be a 
leader in order to maintain our competitive edge and 
profitability.

The forest industry is high-tech, innovative and 
environmentally positive, with solutions to many of 
the challenges that lie ahead. If we can capitalise on 

the potential of forests in a responsible way, the tran-
sition towards a bio-based economy will be more suc-
cessful. Based on the commitment, leadership and 
change capability at Södra, I feel confident about the 
future. Due to concentrated efforts and focus, Södra 
is on track towards being a next-generation forest 
company. Our strategic journey continues.

Lars Idermark
President and CEO, Södra
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The year in brief
Södra’s operating profit for the third four-month period totalled SEK 452 million, 
 compared with SEK 502 million in the year-earlier period. Operating profit for the 
full-year 2016 totalled SEK 1,005 million (2,162). Return on capital employed was 
7 percent (17), and the equity ratio was 55 percent (62). 

2016 2015 2016 2015
Key indicators Sep–Dec Sep–Dec Jan–Dec Jan–Dec

Net sales, SEK million 6,214 6,081 18,482 18,267

Operating profit before depreciation, amortisation and impairment (EBITDA), SEK million 822 854 2,101 3,146

Operating profit, SEK million 452 502 1,005 2,162

Profit before income tax, SEK million 430 458 939 2,072

Profit for the period, SEK million 387 544 827 1,871

Operating margin, % 7 8 5 12

Return on capital employed, % 7 17

Equity ratio, % 55 62

Debt/equity ratio, times 0.3 0.1

Cash flow after investing activities, SEK million –449 –663 –1,581 218

Investments, SEK million 1,642 1,675 4,256 2,959

No. of employees 3,594 3,599

Average no. of employees 3,740 3,574

USD/SEK (average rate) 8.92 8.47 8.56 8.43

EUR/SEK (average rate) 9.71 9.33 9.47 9.35

NBSK (average rate, USD/tonne) 809 823 802 856

MARKET CONDITIONS
The final four-month period of the year, and the full-
year 2016, were characterised by political uncer-
tainty. Growth in the US and Europe remained at a 
relatively low, but stable, level. New jobs were created 
and inflation begun to move upwards from a low 
level. Both business and consumer confidence is high, 
an indication that growth will improve in the future 
in both the US and Europe. However, there are sig-
nificant risk factors, especially political, that could 
affect future growth. These are primarily the effects 
of the Brexit vote and Donald Trump’s Presidential 
victory in the US, but the political elections in Europe 
in 2017 will also contribute to the uncertainty.

The eurozone performed favourably during the 
final four-month period of 2016. Economic data proj-
ects a GDP growth rate of 2 percent, which is higher 
than forecasted. The Nordic economies have a more 
stable base, but with continued risk in the housing 
market, especially in Norway and Denmark. Higher 
oil prices are having a positive impact on the Norwe-
gian economy, while growth figures in Denmark 
have been revised upwards. The Finnish economy 
made a strong recovery in 2016 but may have prob-
lems maintaining this trend in coming years. The 
Swedish economy remains strong with favourable 
prospects, mainly driven by population growth.

The wood market in Sweden was characterised by 
favourable supply. In Södra’s area, production at the 
sawmills was 6 percent lower year-on-year, and 
2 percent lower in Sweden as a whole. Fresh fibre 
supplies remained favourable. Harvesting notifi-
cations in Götaland fell to a slightly lower level 
year-on-year.

Construction activity improved at a slow rate in 
Europe, and the rate of new construction in the 
Swedish market was one of the strongest. Mean-
while, demand for sawn timber rose in Asia and the 
US, driven by rising import demand in the Chinese 
wood industry and a stronger construction market in 
the US. Production rates in Europe did not rise in line 
with demand, which led to a decline in inventories 
and improved market prices for sawn timber.

The SEK weakened against the EUR and the USD, 
but strengthened against the GBP. Since the UK is 
Södra’s largest export market for sawn timber, cur-
rency fluctuations had a negative impact on the saw-
mills.

Due to political unrest in North Africa and the 
Middle East, demand for pine in the region contin-
ued to decline. Pine production was subsequently 
reduced in Scandinavia, which helped to create a 
more balanced pine market.
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Scandinavian markets for both interior wood and 
construction timber were strong, mainly attributable 
to a strong repair, renovation and extension (ROT) 
market and higher new construction activity. Price 
competition remained intense for the white-painted 
moulding range.

In Europe, the list price for bleached softwood 
pulp remained stable at around USD 810 per tonne 
during the four-month period, while prices for hard-
wood pulp showed a weaker trend. By the end of the 
four-month period, the difference in list prices 
between the two types of pulp was USD 155 per 
tonne, which is higher than normal.

During the four-month period, the market equilib-
rium (the relationship between demand and supply) 
for softwood sulphate pulp was 92-93 percent, and 
about 85 percent for hardwood sulphate pulp.

The trend of reduced consumption, and therefore 
the production of publishing paper, continues, while 
tissue and specialty paper are rising. These trends 
have been noted all over the world, including China. 
The packaging paper market is also growing, but 
there is little demand for market pulp in this sector. 
The packaging paper industry is largely integrated 
with its own pulp production, mainly unbleached 
sulphate pulp. 

NET SALES
In the third four-month period, consolidated net 
sales amounted to SEK 6,214 million (6,081), up 2 per-
cent. Net sales for the full-year 2016 amounted to 
SEK 18,482 million (18,267), up 1 percent. Although 
sales were in line with the preceding year, the prod-
uct mix did not drive profitability.

EARNINGS 
Operating profit totalled SEK 452 million (502) for 
the period, and SEK 1,005 million (2,162) for the full-
year. For the full-year 2016, profit before income tax 
totalled SEK 939 million (2,072). Tax expense for the 
year was SEK 112 million (201).

The decline in operating profit was mainly a result 
of lower prices for pulp and lower levels of pulp pro-
duction due to the major renovations taking place at 
the pulp mill at Värö. In addition, the product mix 
was unfavourable. Operating profit for 2016 was 
charged with nonrecurring costs of SEK 204 million 
related to the restructuring of Södra Wood. 

Return on capital employed was 7 percent (17).
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Net sales Operating profit/loss

2016 2015 2016 2015 2016 2015 2016 2015
SEK million Sep–Dec Sep–Dec Jan–Dec Jan–Dec Sep–Dec Sep–Dec Jan–Dec Jan–Dec

Södra Skog 3,218 3,304 9,139 9,265 7 40 67 114

Södra Wood 1,980 1,793 6,091 5,711 14 8 –302 10

Södra Cell 2,480 2,861 7,845 8,874 482 638 1,368 2,351

Other/eliminations* –1,464 –1,877 –4,593 –5,583 –51 –184 –128 –313

Group 6,214 6,081 18,482 18,267 452 502 1,005 2,162

* Includes the wholly owned subsidiary Trivselhus with sales ofSEK 475 million (318) and operating profit of SEK 29 million (18) for the third four-month period.

Södra Wood 30%

Södra Cell 42%

Other 7%

Södra Skog 21%

SEK 18,482 million in total, excluding internal 
deliveries.
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Södra Skog’s operating profit totalled SEK 7 million 
(40) for the period, and SEK 67 million (114) for the 
full-year. The earnings trend was attributable to 
lower margins on field wood volumes. Södra 
acquired 15.0 million m3sub of wood during the year, 
comprising 53 percent pulpwood and cellulose chips, 
35 percent saw logs and 12 percent biofuels.

Södra Wood posted operating profit of SEK 14 mil-
lion (8) for the period, and operating loss of SEK 302 
million (profit: 10) for the full-year. The earnings 
trend was primarily due to nonrecurring costs of 
SEK 204 million associated with the restructuring of 
Södra Wood. After initial price pressure, the price 
trend for sawn timber continued to improve during 
the year. During the year, production volumes for the 
Swedish sawmills decreased 9 percent to 1.8 million 
m³. The profitability-improvement measures for 
Södra Wood remain firm and are continuing as 
planned.

Södra Cell’s operating profit totalled SEK 482 mil-
lion (638) for the period, and SEK 1,368 million 
(2,351) for the full-year. The earnings trend was 
mainly due to lower price levels which led to lower 
margins, and lower production volumes which led to 
lower deliveries in connection with the extensive 
investment programme. In line with the adopted 
strategy, Södra has invested SEK 6 billion in the pulp 
mills at Värö and Mörrum over the past two years to 
ensure competitiveness and long-term profitability. 
During the year, production volumes amounted to 
1,429,000 tonnes, comprising about 1,174,000 tonnes 
of softwood sulphate pulp, 128,000 tonnes of hard-
wood sulphate and 127,000 tonnes of dissolving pulp. 
Both the currency situation, and demand for Södra 
Cell’s products, remained favourable.

During the year, the electricity generated by the pulp 
mills and Södra’s six wind turbines amounted to 
1,326 GWh, including 33 GWh from wind power. Sur-
plus electricity amounted to 52 GWh. The surplus 
represented about 4 percent of the generated volume 
and was sold on the open market.

OTHER
Trivselhus’s operating profit totalled SEK 28 million 
(18) for the period, and SEK 72 million (32) for the 
full-year. The earnings improvement was mainly due 
to a higher sales volume.

NET FINANCIAL ITEMS
The Group’s net financial items for the third four-
month period amounted to an expense of SEK 22 
million (expense: 44). For the full-year, net financial 
items amounted to an expense of SEK 66 million 
(expense: 90). 

CASH FLOW
For the full-year, cash flow after investing activities 
was a negative SEK 1,581 million (pos: 218). Södra’s 
extensive investment programme led to a negative 
cash flow, while operating activities and the decrease 
in working capital had a positive impact. Most of the 
major SEK 6 billion investment in the future was 
funded by a strong cash flow. At year-end, cash and 
cash equivalents and current investments amounted 
to SEK 1,034 million (1,333).

FINANCIAL POSITION
At 31 December 2016, equity amounted to SEK 11,921 
million (11,945), of which paid-up and issued contrib-
uted capital accounted for SEK 3,108 million (2,930). 
Total assets increased to SEK 21,870 million (19,248). 
At 31 December 2016, the equity ratio was 55 percent 

EQUITY RATIO
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Cash flow from operating activities was posi-
tive. However, an increase in investment 
expenditure resulted in negative cash flow 
after investments.

At the end of 2016, the equity ratio was 55 
percent. Södra’s financial target is a long-
term equity ratio of 55 percent.
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PROFIT DISTRIBUTION

In the long-term, overall profit distribution 
should correspond to at least 50 percent of 
profit before tax. The Board’s proposed profit 
distribution for 2016 is SEK 602 million, corre-
sponding to 64 percent of profit before tax.
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(62). Södra’s borrowings comprised loans of SEK 
2,781 million from members (2,489 at year-end), a 
ten-year loan of SEK 1,000 million (– at year-end) 
from Nordic Investment Bank and a five-year green 
bond of SEK 1,000 million (– at year-end) listed on 
Nasdaq Stockholm. Loan commitments of EUR 210 
million and SEK 1,000 million, maturing in June 
2019, were unutilised at the balance-sheet date.

INVESTMENTS,  ACQUISITIONS 
AND DIVESTMENTS
For the full-year 2016, investments amounted to SEK 
4,256 million (2,959), of which SEK 71 million (60) 
pertained to Södra Skog, SEK 416 million (128) to 
Södra Wood and SEK 3,640 million (2,684) to Södra 
Cell. Investments were mainly focused on expansion, 
productivity and the environment.

OTHER SIGNIFICANT EVENTS
During the year, structural changes in the Södra 
Wood business area continued, including a decision 
to invest in the sawmill at Långasjö, while dis-
continuing the sawmills at Djursdala, Ramkvilla, 
Torsås and Traryd. In addition, the operations at 
Hauerseter, Föllinge, Grimslöv, Nordingrå and 
Rottne were divested. The aim of the restructuring 
is to improve profitability and secure long-term 
 competitiveness.

EVENTS AFTER THE CLOSE OF THE PERIOD
No significant events occurred after the close of the 
reporting period.

EMPLOYEES
At 31 December 2016, the number of employees was 
3,594, of whom 20 percent were women. The average 
number of employees was 3,740.

ANNUAL GENERAL MEETING
The Annual General Meeting on 18 May 2016 
resolved on profit distribution of SEK 1,002 million, 
comprising dividends of 15 percent on contributed 
capital (SEK 439 million), 10 percent on wood deliv-
eries (SEK 436 million), and a bonus issue of 10 per-
cent on paid-up contributed capital at 31 December 
2015 (SEK 127 million). In addition to the above profit 
distribution, a dividend of SEK 10 million (10) on sub-
ordinated debentures was distributed as contracted. 

MEMBERS
At 31 December 2016, the number of members was 
50,771 (50,360) and the affiliated membership area 
was 2.48 million hectares (2.44), an increase of 
approximately 0.04 million hectares.

APPROPRIATION OF PROFITS
The Board proposes that the Annual General Meet-
ing on 17 May 2017 approve to distribute profit of SEK 
602 million (1,002) to members. The profit distribu-
tion comprises a dividend of 4 percent (15) on con-
tributed capital, totalling SEK 124 million (439), a 
dividend of 8 percent (10) on wood deliveries, total-
ling SEK 343 million (436), and a bonus issue of 10 
percent (10), totalling SEK 135 million (127). In addi-
tion to the above profit distribution, a dividend of 
SEK 7 million (10) will be paid on subordinated 
debentures as contracted. 

On behalf of the Board of Directors

Växjö, 16 February 2017

Lars Idermark
President and CEO

REVIEW REPORT 
This interim report was not subject to review by the association’s auditors.
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Södra Skog’s operating profit totalled SEK 7 million (40) for the period, and SEK 67 million (114) for the full-year. The earnings trend was 
attributable to lower margins on field wood volumes.
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Södra Wood posted operating profit of SEK 14 million (8) for the period, and operating loss of SEK 302 million (profit: 10) for the full-year. 
The earnings trend was primarily due to nonrecurring costs associated with restructuring.
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Södra Cell’s operating profit totalled SEK 482 million (638) for the period, and SEK 1,368 million (2,351) for the full-year. The earnings 
trend was mainly due to lower price levels and production volumes.
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Condensed consolidated  
statement of comprehensive income

2016 2015 2016 2015
SEK million Sep–Dec Sep–Dec Jan–Dec Jan–Dec

Net sales 6,214 6,081 18,482 18,267

Other revenue* 109 39 221 376

Operating expenses –5,501 –5,266 –16,602 –15,497

Depreciation, amortisation and impairment of assets –370 –352 –1,096 –984

Operating profit 452 502 1,005 2,162

Net financial items –22 –44 –66 –90

Profit before income tax 430 458 939 2,072

Income tax –43 86 –112 –201

Profit for the period 387 544 827 1,871

Other comprehensive income/loss

Items that will not be reclassified to profit or loss 172 80 –55 34

Items that will be reclassified to profit or loss 3 –38 27 –40

Other comprehensive income/loss for the period 175 42 –28 –6

Total comprehensive income for the period 562 586 799 1,865

Profit attributable to

Owners of the Parent 387 544 827 1,871

Profit for the period 387 544 827 1,871

Comprehensive income attributable to

Owners of the Parent 562 586 799 1,865

Comprehensive income for the period 562 586 799 1,865

*  Other revenue also includes share of profit of associates.
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Condensed consolidated statement  
of financial position

SEK million 31 Dec 2016 31 Dec 2015

ASSETS

Intangible assets 401 392

Property, plant and equipment 13,439 10,722

Biological assets 524 516

Shares and participations in associates 164 210

Financial investments 17 17

Other non-current receivables 54 17

Deferred tax assets 13 74

Total non-current assets 14,612 11,948

Inventories 3,097 2,801

Tax assets 48 9

Operating receivables 3,079 3,157

Current investments 276 993

Cash and cash equivalents 758 340

Total current assets 7,258 7,300

TOTAL ASSETS 21,870 19,248

EQUITY AND LIABILITIES

Equity attributable to owners of the Parent 11,921 11,945

Total equity 11,921 11,945

Non-current interest-bearing liabilities 2,278 403

Provisions for pensions 268 225

Non-current provisions 180 114

Deferred tax liabilities 1,059 1,065

Total non-current liabilities 3,785 1,807

Current interest-bearing liabilities 2,636 2,221

Income tax liabilities 23 192

Current operating liabilities 3,505 3,083

Total current liabilities 6,164 5,496

Total liabilities 9,949 7,303

TOTAL EQUITY AND LIABILITIES 21,870 19,248
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Condensed consolidated statement of 
changes in equity

Condensed consolidated  
statement of cash flows

SEK million Total equity

Opening balance, 1 January 2016 11,945

Comprehensive income for the year 799

Contributed capital, paid-up by members 88

Contributed capital, paid-out to members –37

Dividends –874

Closing balance, 31 Dec 2016 11,921

Opening balance, 1 January 2015 10,524

Comprehensive income for the year 1,865

Contributed capital, paid-up by members 92

Contributed capital, paid-out to members –50

Dividends –493

Items recognised directly in equity 7

Closing balance, 31 Dec 2015 11,945

2016 2015
SEK million Jan–Dec Jan–Dec

Profit before income tax 939 2,072

Adjustment for non-cash items and change in provisions 1,078 778

Income tax paid –133 –40

Net cash flow from operating activities before change in working capital 1,884 2,810

Change in inventories (increase –) –75 –195

Change in operating receivables (increase –) 293 –12

Change in operating liabilities (increase +) 213 520

Cash flow from operating activities 2,315 3,123

Cash flow from investing activities –3,896 –2,905

Cash flow after investing activities –1,581 218

Change in contributed capital 51 42

Dividends paid –874 –493

Loans raised 2,014 –

Repayment of loans –217 –

Change in loans from members 293 203

Change in current investments with maturity > 90 days 717 29

Cash flow from financing activities 1,984 –219

CASH FLOW FOR THE PERIOD 403 –1

Cash and cash equivalents at beginning of period 340 359

Exchange gains/losses on cash and cash equivalents 15 –18

Cash and cash equivalents at end of period 758 340
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Parent Company

Parent Company income statement,  
condensed

2016 2015 2016 2015
SEK million Sep–Dec Sep–Dec Jan–Dec Jan–Dec

Net sales 5,227 3,610 15,886 10,900

Other revenue 112 92 192 286

Operating expenses –4,859 –3,781 –14,492 –11,207

Depreciation, amortisation and impairment of assets –172 –83 –881 –277

Operating profit/loss 308 –162 705 –298

Net financial items 44 –66 81 –84

Profit/loss after financial items 352 –228 786 –382

Appropriations –266 1,365 –266 1,365

Profit before income tax 86 1,137 520 983

Income tax 85 –40 27 –16

Profit for the period 171 1,097 547 967

Profit/loss for the period is consistent with comprehensive income/loss for the period.

EARNINGS
Parent Company net sales rose to SEK 5,227 million 
(3,610) for the third four-month period of the year, 
and to SEK 15,886 million (10,900) for the full-year 
2016. The sales growth was mainly a result of the 
Södra Cell AB subsidiary now being merged with the 
Parent Company, Södra Skogsägarna ekonomisk 
förening. 

Operating profit totalled SEK 308 million (loss: 
162) for the third four-month period, and SEK 705 
million (loss: 298) for the full-year 2016. The earnings 
trend was mainly attributable to the Södra Cell AB 
subsidiary now being merged with the Parent Com-
pany, Södra Skogsägarna ekonomisk förening. See 
Note 6.

Net financial items amounted to income of SEK 44 
million (expense: 66) for the third four-month period 
of the year, and income of SEK 81 million (expense: 
84) for the full-year 2016. Net financial items were 
mainly impacted by an amount of SEK 77 million, 
derived from the liquidation of Södra Försäkring AB, 
and SEK 51 million from the divestment of Södra 
Wood AS. 

Profit after net financial items for the full-year 
2016 totalled SEK 786 million (loss: 382).

MEMBERS
At 31 December, the number of members was 50,771 
(50,360). The affiliated membership area was 2.48 
million hectares (2.44). 

SÖDRA YEAR-END REPORT JANUARY–DECEMBER 2016 12

f i n a n C i a l  s t a t e m e n t s



Parent Company balance sheet,  
condensed

SEK million 31 Dec 2016 31 Dec 2015

ASSETS

Intangible assets 7 0

Property, plant and equipment 12,900 2,325

Shares and participations in Group companies 1,251 2,075

Shares and participations in associates 101 172

Endowment policies 38 35

Other non-current investments 17 17

Non-current receivables from Group companies 7 11

Other non-current receivables 15 17

Deferred tax assets 68 37

Total non-current assets 14,404 4,689

Inventories 2,225 1,577

Current interest-bearing receivables from Group companies 786 1,118

Current receivables 2,664 3,127

Current financial investments 499 929

Cash and bank balances 291 51

Total current assets 6,465 6,802

TOTAL ASSETS 20,869 11,491

EQUITY AND LIABILITIES

Restricted equity 4,651 4,425

Non-restricted equity 3,115 1,514

Total equity 7,766 5,939

Untaxed reserves 4,858 925

Provisions 216 148

Non-current interest-bearing liabilities from Group companies 8 8

Non-current interest-bearing liabilities 2,278 273

Non-current operating liabilities 16 —

Total non-current liabilities 2,302 281

Current interest-bearing liabilities from Group companies 64 78

Current interest-bearing liabilities 2,503 2,216

Current operating liabilities 3,160 1,904

Total current liabilities 5,727 4,198

TOTAL EQUITY AND LIABILITIES 20,869 11,491
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Notes

Note 1 | Accounting policies
Södra applies International Financial Reporting Standards 
(IFRS), as adopted by the EU. This interim report for the Group 
was prepared in accordance with IAS 34 Interim Financial 
Reporting and the Swedish Annual Accounts Act. The Parent 
Company applies Recommendation RFR 2 Accounting for Legal 
Entities of the Swedish Financial Reporting Board, and the 
Swedish Annual Accounts Act. 

The accounting policies applied are consistent with those 
applied in the 2015 Annual Report, except for new standards and 
revisions of standards and interpretations applicable to annual 
periods beginning on or after 1 January 2016 and that have not 
already been applied in the preparation of the 2015 Annual 
Report. Changes to these standards have not had any material 
impact on the recognition, measurement or disclosure require-
ments in the financial statements. 

Note 2 | Risks and uncertainties
No additional material risks have been identified since the 2015 
Annual Report was published. For a description of risks and 
uncertainties, refer to Södra’s 2015 Annual Report under Risks 
and risk management on pages 26–28. An overall description of a 
selection of such risk areas, and the key measures for control and 
management, are presented below.

Södra’s earnings are highly sensitive to economic develop-
ments, which are directly reflected in price trends and changes in 
sales volumes, while the consolidation trend in the industry is 
leading to larger, but fewer customers. Active efforts to increase 

Södra’s presence in new markets and developing regions, com-
bined with investments in core business, are strengthening the 
Group’s market position.

In order to manage unforeseen events that could damage facili-
ties, cause production losses and damage to goods during trans-
portation, Södra works systematically with preventive mainte-
nance in the facilities and works actively with insurance cover-
age. The management of environmental risks, customer credit 
risks and product safety is otherwise governed by policies and 
certification systems.

Södra is exposed to financial risks with regard to variations in 
earnings and cash flow due to fluctuations in exchange rates, raw 
material prices, interest-rate levels and refinancing and credit 
risks. The Group’s financial risk management is regulated by a 
financial policy established by the Board.

Risks associated with acquisitions are analysed in the due dili-
gence processes performed by Södra in connection with signifi-
cant acquisitions. Any completed acquisitions that could affect 
the assessment of Södra’s risk exposure are described under 
“Other significant events” in interim reports.

Note 3 | Related parties
As a result of the decision to introduce a new ownership struc-
ture, Södra Cell AB was merged with the Parent Company during 
the year. On 31 March 2016, Södra also acquired all shares out-
standing in Crown Timber Group Plc, of which the holding was 
previously classified as an associate. The nature and extent of 
transactions with related parties are otherwise consistent with 
those that existed in 2015.

Note 4 | Financial instruments 
Financial assets and liabilities are essentially of the same nature and extent as in the most recently published annual report.

31 Dec 2016 31 Dec 2015

Group, SEK million
Carrying 
amount Fair value

Carrying 
amount Fair value

Financial investments 17 17 17 17

Operating receivables 2,216 2,216 2,191 2,191 

Current investments 276 276 993 993

Cash and cash equivalents 758 758 340 340

Total assets, financial instruments 3,267 3,267 3,541 3,541

Other assets, non-financial instruments 18,603 15,707 

Total assets 21,870 19,248

Non-current liabilities 2,278 2,432 403 413

Current interest-bearing liabilities 2,636 2,664 2,221 2,241

Current operating liabilities 2,538 2,538 2,015 2,015

Total liabilities, financial instruments 7,452 7,634 4,639 4,669

Other liabilities, non-financial instruments 2,497 2,664

Total liabilities 9,949 7,303

Group, 31 Dec 2016

SEK million Level 1 Level 2 Level 3 Total

Assets 535 499 20 1,054

Liabilities — — 3 3

Group, 31 Dec 2015

SEK million Level 1 Level 2 Level 3 Total

Assets 340 993 20 1,353

Liabilities — — 3 3
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Note 5 | Business combinations
ACQUISITION OF CROWN TIMBER GROUP PLC.
On 31 March 2016, Södra acquired all shares outstanding, and 
thereby obtained control of, Crown Timber Group plc and its sub-
sidiaries. Crown Timber is a market-leading distributor of struc-
tural timber products to the UK and Irish timber engineering 
sectors and to timber and builders’ merchants. Crown Timber 
operates four distribution terminals and timber treatment centres 
at Dundee in Scotland, Wicklow in Ireland, and Sheerness and 
New Holland in England. The company also owns a sawmill at 
Hamina in Finland. Information about the purchase amount, net 
assets acquired and goodwill are presented below.

SEK million

Compensation paid 255

Cash paid 255

Contingent consideration —

Carrying amounts, identifiable assets  
and assumed liabilities:

Property, plant and equipment 227

Inventories 233

Current receivables 245

Cash and cash equivalents 3

Provisions 0

Interest-bearing liabilities –133

Non-interest-bearing liabilities –243

Identifiable net assets acquired 332

Goodwill —

Purchase price paid 255

Additional previous non-controlling interests 77

Total compensation 332

The total purchase amount was SEK 255 million, while the net 
effect on cash and cash equivalents was SEK 258 million. Trans-
action costs of SEK 6 million related to the acquisition are 
included, and were charged to consolidated profit. The previous 
participation in Crown Timber plc has been remeasured at fair 
value due to the acquisition of all shares outstanding. The total 
number of shares in Crown Timber Group Plc are 250,000.

The acquired operations contributed revenue of SEK 1,287 mil-
lion and net profit of SEK 24 million to the Group for the 1 April-
31 December 2016 period. If the acquisition had taken place on 1 
January 2016, the operations would have contributed revenue of 
SEK 1,625 million and net profit of SEK 26 million for the full-year 
2016.

DIVESTMENTS IN 2016
On 6 January 2016, the Hauerseter sawmill in Romerike, Norway, 
was transferred to RingAlm Tre AS and on 5 October 2016, Aktie-
bolaget Nordingrå Trä was divested. The carrying amounts of 
assets and liabilities on the divestment date were:

SEK million Södra Wood AS Nordingrå

Property, plant and equipment 6 0

Inventories 4 3

Current receivables 0 1

Cash and cash equivalents 30 3

Provisions –0 —

Non-interest-bearing liabilities –15 –3

Identifiable assets 25 4

Adjustment for capital gain/loss 27 –3

Total divestment price 52 1

Less:

Cash (divested) –30 –3

Net cash flow 22 –2

Note 6 | Mergers
2016 2015

Merged subsidiaries Södra Cell AB
Aktiebolaget  

Berg & Berg

Corp. ID no. 556072-7348 556228-7181

Date of merger 2 May 2016 6 May 2015

Merged net sales 2,748 43

Merged operating profit 461 1

Assets

Non-current assets 8,884 10

Current assets 6 40

Assets 8,890 50

Liabilities, provisions and equity

Equity 3,630 32

Untaxed reserves 3,647 —

Provisions 0 —

Non-current liabilities 32 —

Current liabilities 1,581 18

Liabilities, provisions and equity 8,890 50

The merger of Södra Cell AB generated a positive effect of SEK 
2,113 million on Parent Company equity.
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Four-monthly data  
and segment information

2016 2015

Jan–Apr May–Aug Sep–Dec Full-year Jan–Apr May–Aug Sep–Dec Full-year

NET SALES, SEK MILLION

Södra Skog 3,224 2,697 3,218 9,139 3,193 2,768 3,304 9,265

of which external (1,262) (1,114) (1,449) (3,825) (1,206) (983) (1,269) (3,458)

Södra Wood 2,001 2,110 1,980 6,091 1,981 1,937 1,793 5,711

of which external (1,754) (1,979) (1,813) (5,546) (1,728) (1,732) (1,546) (5,006)

Södra Cell 2,748 2,617 2,480 7,845 3,028 2,984 2,861 8,874

of which external (2,734) (2,608) (2,449) (7,791) (2,978) (2,939) (2,845) (8,762)

Intra-Group/eliminations –1,734 –1,395 –1,464 –4,593 –1,959 –1,746 –1,877 –5,583

Group 6,239 6,029 6,214 18,482 6,243 5,943 6,081 18,267

OPERATING PROFIT/LOSS BEFORE DEPRECIATION, 
 AMORTISATION AND IMPAIRMENT (EBITDA), SEK MILLION

Södra Skog 50 41 22 113 59 49 58 166

Södra Wood –40 –58 77 –21 109 56 55 220

Södra Cell 689 658 764 2,111 1,178 959 863 3,000

Intra-Group/eliminations –50 –11 –41 –102 –84 –36 –122 –240

Group 649 630 822 2,101 1,262 1,028 854 3,146

OPERATING PROFIT/LOSS, SEK MILLION

Södra Skog 33 27 7 67 41 33 40 114

Södra Wood –107 –209 14 –302 22 –20 8 10

Södra Cell 466 420 482 1,368 968 745 638 2,351

Intra-Group/eliminations –58 –19 –51 –128 –90 –40 –184 –313

Group 334 219 452 1,005 941 718 502 2,162

OPERATING MARGIN, %

Södra Skog 1 1 0 1 1 1 1 1

Södra Wood neg. neg. 1 neg. 1 neg. 3 0

Södra Cell 17 16 19 17 32 25 22 26

Group 5 4 7 5 15 12 8 12

ASSETS, SEK MILLION

Södra Skog 2,332 2,195

Södra Wood 2,395 2,567

Södra Cell 9,444 10,819

Group 21,870 19,248

OPERATING CAPITAL, SEK MILLION

Södra Skog 932 1,198

Södra Wood 3,263 3,356

Södra Cell 11,662 9,359

Group, capital employed 16,051 13,443

RETURN ON OPERATING CAPITAL, %

Södra Skog 6 9

Södra Wood neg. 0

Södra Cell 13 28

Consolidated return on capital employed, % 7 17

CASH FLOW AFTER INVESTING ACTIVITIES, SEK MILLION

Södra Skog 273 202 –143 332 343 2 –256 89

Södra Wood –431 225 193 –13 –200 297 –39 136

Södra Cell –324 –582 –202 –1,108 736 106 –328 514

Intra-Group/eliminations –217 –278 –297 –792 –139 –264 –40 –521

Group –699 –433 –449 –1,581 740 141 –663 218

INVESTMENTS, SEK MILLION

Södra Skog 18 31 22 71 6 24 30 60

Södra Wood 275 70 71 416 37 37 54 128

Södra Cell 964 1,195 1,481 3,640 544 608 1,532 2,684

Intra-Group/eliminations 23 38 68 129 11 17 59 87

Group 1,280 1,334 1,642 4,256 598 686 1,675 2,959

AVERAGE NO. OF EMPLOYEES

Södra Skog 596 575

Södra Wood 1,443 1,411

Södra Cell 1,207 1,166

Group 3,740 3,574
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OPERATING PROFIT BEFORE DEPRECIATION, AMORTISATION AND IMPAIRMENT  
(EBITDA), SEK MILLION

2016 2015

Jan–Apr May–Aug Sep–Dec Full-year Jan–Apr May–Aug Sep–Dec Full-year

Operating profit/loss 334 219 452 1,005 941 718 502 2,162

Depreciation, amortisation and impairment of assets 315 411 370 1,096 321 310 352 984

EBITDA 649 630 822 2,101 1,262 1,028 854 3,146

A complement to operating profit/loss, which shows the items on the income statement that affect cash flow. 

OPERATING MARGIN, %
2016 2015

Jan–Apr May–Aug Sep–Dec Full-year Jan–Apr May–Aug Sep–Dec Full-year

Operating profit/loss 334 219 452 1,005 941 718 502 2,162

Net sales 6,239 6,029 6,214 18,482 6,243 5,943 6,081 18,267

Operating margin 5 4 7 5 15 12 8 12

The operating margin is a measurement of the proportion of surplus on each sales SEK after deducting operat-
ing costs, including depreciation. This surplus is used to cover interest expense and tax, and to provide accept-
able dividends. The measurement is used to produce an overall trend analysis of Södra’s performance, and for 
comparison with other companies.

CAPITAL EMPLOYED, SEK MILLION
2016 2015

Full-year Full-year

Assets 21,870 19,248

– Financial assets –1,052 –1,351

– Provisions* –180 –114

– Income tax* –1,082 –1,257

– Operating liabilities –3,505 –3,083

Capital employed 16,051 13,443

Average 14,747 12,639

*) Not considered in the calculation of Operating capital.

Capital employed shows the capital used by Södra and is a component of Return on 
capital employed.

RETURN ON CAPITAL EMPLOYED, %
2016 2015

Full-year Full-year

Average capital employed 14,747 12,639

Operating profit for the full-year 1,005 2,162

Return 7 17

Return on capital employed is a measure of the interest that Södra pays on capital 
tied-up in operations. 

Alternative performance measures

Södra manages its operations by analysing key indi-
cators. Some of the Group’s financial key indicators 
are defined or specified in applicable regulations for 
financial information, or by other applicable laws. All 
others are referred to as alternative performance 

measures. Södra uses the following alternative per-
formance measures in interim reports and believes 
they provide valuable complementary information 
about Södra’s performance.
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EQUITY RATIO, %
2016 2015

Full-year Full-year

Equity 11,921 11,945

Assets 21,870 19,248

Equity ratio 55 62

An established and key measurement of Södra’s financial strength. Measures the pro-
portion of total assets financed by equity. The measurement indicates the ability to pay 
long-term liabilities, since any future losses will be deducted from equity.

DEBT/EQUITY RATIO, TIMES
2016 2015

Full-year Full-year

Net debt* 3,879 1,290

Equity 11,921 11,945

Debt/equity ratio 0.3 0.1

* Interest-bearing liabilities less current investments and cash and cash equivalents.

The debt/equity ratio is used to measure Södra’s financial strength and, in combina-
tion with the equity ratio, is the measurement most frequently used by management 
to monitor the Group’s financial leverage. 

Definitions
Operating profit before depreciation, amortisation and impairment (EBITDA), SEK million
Calculated as operating income excluding depreciation and amortisation of property, plant and  
equipment and intangible assets.

Operating margin, %
Operating income expressed as a percentage of net sales.

Capital employed, SEK million
Assets excluding interest-bearing assets, provisions and liabilities. 

Return on capital employed, %
Operating income expressed as a percentage of average capital employed.

Equity ratio, %
Equity expressed as a percentage of assets.

Debt/equity ratio, times
Net debt in relation to equity.
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Contact information

Lars Idermark 
President and CEO
Telephone: +46 (0)470 894 35
lars.idermark@sodra.com

Anna Belfrage
CFO
Telephone: +46 (0)470 894 40
anna.belfrage@sodra.com

Annica Gerentz
Director of Communications
Telephone: +46 (0)470 894 81
annica.gerentz@sodra.com

Address
Södra Skogsägarna ekonomisk förening

address Skogsudden, SE-351 89 Växjö, Sweden
telephone +46 (0)470 890 00
e-mail info@sodra.com, medlemsinfo@sodra.com
website www.sodra.com

FINANCIAL STATEMENTS

• As of 2017, Södra will publish quarterly reports.
• The interim report for January–March will be published on 20 April 2017.
• Interim reports can be downloaded from www.sodra.com

The information in this interim report is such that Södra Skogsägarna ekonomisk förening is required to disclose under the 
Swedish Securities Market Act and/or the Financial Instruments Trading Act. The information was submitted for publication 
on 17 February 2017 at 10:00 a.m. (CET).
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