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• Net sales amounted to SEK 5,413 million (4,567).
• Operating profit before taxes, depreciation and 

amortisation was SEK 835 million (395).
• Operating profit totalled SEK 530 million (164).
• The operating margin was 10 percent (4).
• Cash flow after investments was a negative 

SEK 412 million (neg: 559).

2017 2016* 2017 2016*
Key figures Oct–Dec Oct–Dec Jan–Dec Jan–Dec

Net sales, SEK million 5,413 4,567 20,518 18,482

Operating profit/loss before depreciation, amortisation and impairment, SEK million 835 395 3,009 1,887

Operating profit, SEK million 530 164 1,917 979

Earnings before tax, SEK million 503 149 1,830 913

Operating margin, % 10 4 9 5

Return on capital employed, % — — 12 7

Equity ratio, % — — 56 54

Cash flow after investments, SEK million –412 –559 356 –1,581

No. of employees — — 3,402 3,594

CO2 fossil from production, ktonnes — — 80 99

CO2 fossil from transportation, ktonnes — — 191 199

Rate of forest growth, m3fo/ha per year — — 6.9 6.9

Lost-time accidents (LTA**), no. of 38 28 96 94

Lost-time accident rate (LTAR***) 24 18 17 16

* As of 2017, the accounting policy for Södra Cell’s planned maintenance shutdowns has changed so that the cost is charged to the profit and loss statement for the 
 current year, rather than being capitalised and subsequently amortised over the period until the next maintenance shutdown. See note 6.

** LTA (lost time accidents): occupational injuries with absence. 

*** LTAR (lost time accident rate): the number of occupational injuries with absence per million hours worked.

2017 IN BRIEF
• Net sales amounted to SEK 20,518 million (18,482).
• Operating profit before taxes, depreciation and 

 amortisation was SEK 3,009 million (1,887).
• Operating profit totalled SEK 1,917 million (979).
• The operating margin was 9 percent (5).
• Cash flow after investments was SEK 356 million 

(neg: 1 581).
• Return on capital employed was 12 percent (7).



Strong result and innovative initiatives
Operating profit for the fourth quarter of 2017 totalled SEK 530 million (164). Net sales 
for the full year 2017 rose 11 percent to SEK 20,518 million. Operating profit increased 
significantly to SEK 1,917 million and the Board has proposed a profit distribution of SEK 
868 million. During the quarter, the Board decided to make a joint investment with Stat-
kraft of approximately SEK 500 million in biofuel production based on forest biomass.

The favourable economic conditions continued in the 
fourth quarter. Consolidated net sales amounted to 
SEK 5,413 million (4,567), up 19 percent, with operat-
ing profit of SEK 530 million (164). The entire growth 
was attributable to the Södra Cell business area. 

During the quarter, the Board decided to make a 
joint investment of approximately SEK 0.5 billion in a 
demo facility for the production of biofuel from forest 
residues. This is done in partnership with Statkraft 
and the technology provider Steeper in the joint ven-
ture Silva Green Fuel.

During the year, Södra’s total net sales rose 11 per-
cent to SEK 20,518 million, due to both increased vol-
umes and higher prices for paper pulp and sawn tim-
ber. Operating profit for the full year totalled SEK 
1,917 million, up SEK 938 million compared with 
2016, which was a year characterised by major 
changes. Södra has thereby achieved its financial tar-
gets. The Board proposes a profit distribution of SEK 
868 million to members, bringing total profit distri-
bution over the past five years to SEK 3,307 million. 

Since 2014, Södra has invested about SEK 10 billion 
to increase the capacity, efficiency and profitability of 
its production facilities. These investments in Södra’s 
future were mainly financed through a self-generated 
cash flow. The major share of the investment expendi-
ture has been focused on the pulp mills, but invest-
ments in modernising and increasing the efficiency 
and market orientation of sawn timber production 
have also been high. 2017 saw extensive investments 
in the sawmills as well as continued restructuring and 
divestments of the Interior wood operations in Swe-
den, Lithuania and Norway. Our efforts to strengthen 
the competitiveness of our sawn timber are progress-
ing in line with the adopted multi-year plan. 

With these investments in place, Södra is now one 
of the world’s largest producers of softwood sulphate 
pulp. We are also a leading producer of sawn timber 
products, and of single-family houses through our 
Trivselhus subsidiary. These innovative investments 
have also meant that Södra has taken further steps 
towards increased processing. By using sawn timber 
for CLT production and forest biomass for biofuel we 
are transitioning towards a more sustainable bio-
economy. 

In a changing business environment, Södra is com-
mitted to pursuing its strategic roadmap so as to 
strengthen our competitiveness. The forest is our 
future and the Swedish forest industry is at the fore-
front. Södra wants to contribute to the best of its abil-
ities and play a leading role in this development. This 
requires that we focus on continuous improvements, 
show sensitivity towards other stakeholders and 
adopt a flexible mindset. It also requires that we 
work in an environment with a framework of consis-
tent industrial policies. 

According to various indicators the favourable eco-
nomic conditions will last for some time. With a 
well-invested industry and continued investments in 
increased processing and innovation in selected 
areas, Södra is well-positioned to meet the future and 
its corresponding challenges.

Lars Idermark
President and CEO
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The period in brief
2017 was a strong year for Södra after yet another good quarter. Net sales amounted 
to SEK 20,518 million (18,482) with operating profit of SEK 1,917 million (979). In the 
fourth quarter of 2017, operating profit totalled SEK 530 million, compared with 
SEK 164 million in the corresponding quarter 2016. Return on capital employed was 
12 percent (7), and the equity ratio 56 percent (54). 

MARKET CONDITIONS
The global economy remained strong, especially in 
China, the US and Europe – despite growing interna-
tional political uncertainty. In most regions, unem-
ployment rates dropped to the lowest levels in nearly 
a decade, which meant that consumer spending and 
investment remained at a high level. 

The eurozone economy surprised positively. GDP 
annual growth rate was the highest since 2011, with 
Germany and Spain leading the field. Politically, 
Europe was characterised by success for populist 
parties in Germany, Austria and the Netherlands, 
which led to difficulties forming a new coalition gov-
ernment in Germany. However, more moderate 
forces managed to hold their ground in the EU and 
the Union was somewhat strengthened. The ongoing 
discussions between the UK and the EU regarding 
the future consequences of Brexit made some prog-
ress, but much remains to negotiate before the Exit 
Agreement can be concluded.

The US economy grew at a 3 percent annual rate. 
At the same time, unemployment rates dropped to 
just over 4 percent, the lowest level since 2000. Due 
to the healthy economy in the US, the Federal 

Reserve increased its benchmark interest rate in 
December, thereby continuing its rate-raising 
approach. Further rate hikes are expected in 2018. 
Congress passed the Trump Administration’s tax 
reform plan. A lower tax on corporate profits is 
expected to strengthen the positive financial climate, 
even though many of the tax cuts remain unfinanced.

During the quarter, the SEK weakened against the 
USD, the GBP and the EUR. The weak SEK has stim-
ulated industry, offsetting lower growth in the con-
struction sector at the end of 2017. USD rates are 
most relevant for the pulp operations, while GBP 
rates affect the sawmill operations, since the UK is 
Södra’s largest export market for sawn timber.

Overall, global financial growth is expected to 
continue in 2018. 

Favourable market conditions for both sawn timber 
and paper pulp, combined with increased production 
at Södra’s industries, led to high demand for saw logs 
as well as softwood and hardwood pulp. Despite large 
amounts of rain during the autumn and an early win-
ter, the timber flow was maintained due to effective 
harvesting and logistics planning. In the near future, 
supply and demand are expected to be in balance. 

PULP PRICES LIST PRICE FOR SOFTWOOD AND 
 HARDWOOD PULP

FOREIGN EXCHANGE RATES

During the quarter, the price of bleached softwood 
sulphate pulp in USD remained relatively stable. The 
diagram shows the average prices for softwood sul-
phate pulp delivered to European customers. 

Source: Foex PIX Pulp Index

Source: ECB The price of both softwood and hardwood pulp 
increased during the quarter. The diagram shows 
gross prices before discounts in the North Euro-
pean market.

Source: Bloomberg
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Market conditions for sawn timber remained 
strong, mainly driven by favourable demand outside 
Europe. During the autumn, strong demand in the 
US continued to drive prices upward. A competitive 
exchange rate and lower costs for container freight 
led to an increased demand in China, and orders 
received in the region are currently strong. 

In the Swedish market, sales to the building trade 
levelled out in the autumn but remained at a high 
level. Despite a possible downturn in new construc-
tion in Sweden in the short term, 2018 is still 
expected to be a good year as major volumes in the 
Swedish building trade go to commercial refurbish-
ing projects and residential renovation. 

In the UK market, timber-frame buildings contin-
ued to gain market share, as prefabricated building 
construction systems become more widely adopted. 
The domestic sawmill industry, which has used 
lower prices to compete against imported building 
timber, has now been impacted by price hikes for saw 
logs, indicating that further price increases should be 
expected. Overall, demand in the UK market is 
expected to remain at a high level in 2018. 

In conclusion, the global market for sawn timber is 
expected to remain strong throughout 2018, provided 
there are no significant changes in the political situa-
tion.

As in the preceding quarters, the market for inte-
rior wood products was characterised by intensified 
competition and consolidation. In particular, a grow-

ing number of players offering white-painted mould-
ing has led to greater competition and considerable 
price pressure followed by lower volumes and 
shrinking margins. As a consequence, Södra is 
restructuring its interior wood business.

The market for market pulp remained favourable 
during the autumn. This was mainly attributable to a 
lower supply than normal due to unforeseen break-
downs in Brazil, Indonesia and Canada, and contin-
ued high demand in China. Higher demand in China 
was based on political decisions to restrict imports of 
recycled fibres. This increased the need for pulp 
based on fresh fibres, which resulted in higher prices 
for both softwood and hardwood pulp in China. As a 
consequence of the higher prices in China, an 
increased share of the globally available market pulp 
has been directed there, which has driven prices up 
globally. 

Pulp price increases were announced at year-end 
2017, with softwood pulp priced at USD 1,030 per 
tonne and hardwood pulp at USD 1,000 per tonne. 
An additional price increase to USD 1,090 per tonne 
for softwood pulp has been announced for February 
2018. The price of dissolving pulp remained largely 
unchanged during the quarter, at USD 930 per tonne. 
In Asia, the market for dissolving pulp slowed some-
what during the last months of the year. 

The prices for market pulp are expected to remain 
on a high level for a foreseeable period in 2018.
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NET SALES
In the fourth quarter, consolidated net sales 
amounted to SEK 5,413 million (4,567), up 18 percent. 
The entire growth was attributable to the Södra Cell 
business area. 

Accumulated sales amounted to SEK 20,518 mil-
lion (18,482), representing a growth rate of 11 percent.

RESULT 
Operating profit for the quarter totalled SEK 530 mil-
lion (164), representing an operating margin of 10 
percent (4). Operating profit both for the current 
quarter and the comparative period have been 
restated to reflect the changed policy for planned 
maintenance costs that Södra introduced prior to 
preparation of the annual accounts for 2017. Due to 
the change, costs of SEK 127 million (187) were 
charged to the fourth quarter, compared with SEK 
50 million (45) before the policy was changed. For 
more detailed information, see Note 6. Earnings 
before tax was SEK 503 million (149). Tax expense 
for the period was SEK 95 million (5).

Operating profit for the fourth quarter was in line 
with expectations and reflects continued favourable 
market conditions for both paper pulp and sawn tim-
ber. 

Accumulated operating profit amounted to SEK 
1,917 million (979), representing an operating margin 
of 9 percent (5). Adjusted for restructuring costs in 
the second quarter of 2016, operating profit for the 
previous full year amounted to SEK 1,183 million, 
representing an operating margin of 6 percent. The 
positive development of earnings during 2017 was 
mainly attributable to strong volume growth and 
increased prices on both market pulp and sawn tim-
ber. 

Earnings before tax was SEK 1,830 million (913). 
Accumulated tax expense was SEK 259 million (102).

Return on capital employed was 12 percent (7).

BUSINESS AREAS
Net sales Operating profit/loss

2017 2016 2017 2016 2017 2016 2017 2016
SEK million Oct–Dec Oct–Dec Jan–Dec Jan–Dec Oct–Dec Oct–Dec Jan–Dec Jan–Dec

Södra Skog 2,609 2,417 9,774 9,139 11 2 76 67

Södra Wood 1,375 1,404 5,934 6,091 –23 –5 38 –302

Södra Cell 2,739 1,829 9,822 7,845 577 225 1,924 1,342

Other segments 416 385 1,532 1,317 47 23 121 87

Intra-Group/eliminations –1,726 –1,468 –6,544 –5,910 –82 –81 –242 –215

Group 5,413 4,567 20,518 18,482 530 164 1917 979
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SEK 5,413 million in total, excluding internal 
deliveries.

Södra’s financial target is a minimum long-term 
return of 10 percent on capital employed.
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Business areas

Södra Skog

Södra Skog’s operating profit for the quarter totalled 
SEK 11 million (2). Sales for the period amounted to 
SEK 2,609 million (2,417). The improved profitability 
reflects lower expenses. During the period, Södra Skog 

acquired 3.7 million m3sub, comprising 50 percent 
pulpwood and cellulose chips, 36 percent saw logs and 
14 percent biofuels. Södra Skog’s accumulated operat-
ing profit amounted to SEK 76 million (67). 

Södra Wood’s operating loss for the fourth quarter 
totalled SEK 23 million (loss: 5) and included a good-
will impairment of SEK 29 million for the interior 
wood business. Sales during the quarter amounted to 
SEK 1,375 million (1,404). The reduction in sales 
reflects the impact of the ongoing restructuring and a 
conscious reduction of the product portfolio. An 
increase in prices for sawn timber contributed to the 
improved profitability, but was offset by eroding 
prices on interior wood products, particularly for 
white-painted moulding. Sawn timber demand and 
prices remained at a high level, indicating that Södra 
Wood’s positive trend will continue over the coming 
months. The accumulated operating profit for Södra 
Wood amounted to 38 MSEK (–302). The sawmill 

business improved with 477 MSEK compared to last 
year. Full-year operating profit amounted to 157 
MSEK (–320 MSEK including one-time costs of 204 
MSEK related to restructuring costs) which reflects 
the favourable market conditions as well as the 
impact of the ongoing restructuring. Throughout the 
year, Interior Wood has delivered unsatisfactory 
earnings, this as a consequence of a markedly 
changed competitive landscape. Full-year operating 
loss amounted to –119 MSEK (18) and has prompted 
corrective actions, both in the Swedish operations 
but also through the divestment of the business in 
Lithuania and Norway, the latter divestment as per 
February 1, 2018. 
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4.1 million m3sub, including change in inven-
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Södra Cell
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Södra Cell’s operating profit for the quarter totalled 
SEK 577 million (225). Both the current quarter and 
the comparative period reflect the effect of the 
changed policy for recognising planned maintenance 
shutdowns. Due to the change, costs of SEK 127 mil-
lion (187) were charged to the fourth quarter, com-
pared with SEK 50 million (45) before the policy was 
changed. (See Note 6).

The improved profitability was attributable to 
higher volumes combined with a continue favourable 
price development, mainly for softwood sulphate pulp. 
During the quarter, sales amounted to SEK 2,739 mil-
lion (1,829), up 50 percent. Actual volume growth 
during the quarter was 43 percent and reflects the 

effect of the completed capacity-expansion invest-
ments in the pulp mills at Värö and Mörrum. 

The production volume during the quarter totalled 
445,000 tonnes, comprising approximately 385,000 
tonnes of softwood sulphate pulp, 36,000 tonnes of 
hardwood sulphate pulp and 24,000 tonnes of dis-
solving pulp. During the quarter, electricity generated 
at the pulp mills was 442 GWh. The excess electricity 
amounted to 129 GWh. The excess represented about 
29 percent of the generated volume and was sold on 
the open market. Södra Cell’s accumulated operating 
profit amounted to SEK 1,924 million (1,342). The 
year-on-year improvement is a result of increased 
 volumes combined with high prices for pulp. 

Other segments includes, among other things, 
Trivselhus and wind power generation. 

Trivselhus’s operating profit for the quarter 
totalled SEK 17 million (16). During the quarter, sales 
amounted to SEK 406 million (361) and a total of 165 
houses were delivered.

Trivselhus’s accumulated operating profit 
amounted to SEK 57 million (72). The year-on-year 

deterioration was mainly attributable to higher con-
tracting costs. 

In the fourth quarter, the electricity generated at 
Södra’s six wind turbines at Mönsterås amounted to 
10 GWh (12). For the full-year, accumulated electric-
ity generation was 34 GWh (33).

Other segments
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NET FINANCIAL ITEMS
The Group’s net financial items for the fourth  
quarter amounted to an expense of SEK 27 million 
(expense: 15). 

CASH FLOW
Cash flow before investments for the quarter 
amounted to a negative SEK 66 million (pos: 507). 
Cash flow after investments improved significantly 
to a negative SEK 412 million (neg: 559), essentially 
due to completion of the extensive investments in 
Södra Cell. Accumulated cash flow before invest-
ments amounted to SEK 1,915 million (2,315) and 
after investments to SEK 356 million (neg: 1,581). At 
the end of the quarter, cash and cash equivalents and 
current investments amounted to SEK 1,321 million 
(1,034).

FINANCIAL POSITION
At 31 December 2017, equity amounted to SEK 12,884 
million (11,766), of which paid-up and issued contrib-
uted capital accounted for SEK 3,310 million (3,108). 
Total assets increased slightly to SEK 23,104 million 
(21,671). At 31 December 2017, the equity ratio was 56 
percent (54). Södra’s borrowings comprised loans of 
SEK 3,106 million from members (2,781), a nine-year 
loan of SEK 1,000 million (1,000) from Nordic Invest-
ment Bank and a four-year green bond of SEK 1,000 
million (1,000) listed on Nasdaq Stockholm. Loan 
commitments of EUR 210 million and SEK 1,000 mil-
lion, maturing in June 2019, were unutilised at the 
balance-sheet date.

INVESTMENTS,  ACQUISITIONS 
AND DIVESTMENTS
Investments during the fourth quarter of 2017 
totalled SEK 350 million (1,384), of which SEK 11 mil-
lion (14) pertained to Södra Skog, SEK 51 million (69) 
to Södra Wood and SEK 164 million (1,285) to Södra 
Cell. The investments were mainly focused on 
expansion, productivity and sustainability.

EVENTS AFTER THE CLOSE OF THE PERIOD
On 1 February 2018, Södra Wood AS was divested to 
Sörnsen Holzleisten. In 2017, Södra Wood AS gener-
ated sales of SEK 363 million and the loss for the year 
totalled SEK 39 million. Otherwise, no significant 
events have occurred after the close of the reporting 
period.

FUTURE OUTLOOK
The fourth quarter of 2017 was yet another strong 
quarter. The price of market pulp remains high 
which, in combination with strong demand, has 
impacted positively on profitability. The currently 
high price levels for sawn timber – linked to the high 
and stable demand for wood products – also contrib-
uted to the strong result. The current favourable 
market situation is expected to last for some time, 
provided there are no significant changes to the 
strong global economy.

EQUITY RATIO
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CASH FLOW AFTER INVESTMENTS

Cash flow after investments turned around 
during the quarter, to a negative SEK 412 
million. 

At the end of the quarter, the equity ratio 
was 56 percent. Södra’s financial target is a 
long-term equity ratio of 55 percent.

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 corresponds to 47 percent. Over 
the past five years, the proportion of profit 
 distributed has been 57 percent.
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SUSTAINABILITY
Sustainability targets
Efforts to achieve the Group’s sustainability targets 
continued in the fourth quarter. The targets are grad-
ually being integrated into Södra’s operations. 

Fossil-fuel free
The project “A Fossil-Free Södra” continued accord-
ing to plan, and a roadmap for fossil-free production 
by 2020 and fossil-free transportation by 2030 was 
adopted. The roadmap contains activities that are 
expected to generate both long and short-term 
results, such as efficiencies, fossil-free alternative 
substitutes, and research and development. In 2017, 
fossil CO2 emissions from production declined to 80 
ktonnes, compared with 99 ktonnes in 2016. The use 
of fossil fuel oil in the pulp mills, which is already at a 
very low level, declined due to increased use of inter-
nal biofuels. In 2017, fossil CO2 emissions from trans-
portation amounted to 191 ktonnes, which is approxi-
mately in line with the year-on-year level. The per-
centage of renewable fuel at Södra’s filling stations 
increased sharply during the year. 

Forest growth
An analysis of appropriate measures for increasing 
forest production is ongoing. The aim is to produce 
concrete proposals for how to achieve the target of 
20-percent higher rate of forest growth by 2050 
 compared with 2015. Effective advisory services in 
relation to forest management and control of forest 
damage are key measures. Other initiatives include 
tree breeding research and development, and the use 
of bio-ash to return nutrients to forest land. In 2017, 

the rate of forest growth on Södra members’ land 
was 6.9 m3fo per hectare and year, up 5 percent com-
pared with 2015. 

Occupational health and safety (OHS)
Södra has a zero accident vision and the lost-time- 
accident rate will decrease 15 percent per year until 
2020. In the fourth quarter, the number of lost-time- 
accidents (LTA) was 38 (28) and the lost-time- 
accident rate (LTAR, number of lost-time-accidents 
per million hours worked) was 24 (18). For 2017, the 
outcome was 96 (94) lost-time-accidents and a lost-
time- accident rate of 17 (16). Unfortunately, two fatal 
accidents occurred during the quarter, of which a 
contractor accounted for one. The accidents are 
 currently under investigation. An action plan has 
been created to increase workplace safety at Södra. 
The focus lies on preventive measures, including risk 
analyses, risk observations and behaviour-based 
safety (BBS). Initiatives during the year were mainly 
focused on a safety culture and safe behaviours.

OCCUPATIONAL INJURIES

* LTA (lost-time-accident). Occupational injury 
with absence.

** LTAR (lost-time-accident rate). No. of occupa-
tional injuries with absence per million hours 
worked.
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* The production target includes production, 
working machinery (including external harvest-
ing contractors working on Södra’s behalf) and 
internal transport. The transport target 
includes other transport, including Södra’s own 
haulage operations.

EMPLOYEES

At 31 December, the number of employees was 
3,402, of whom 21 percent were women.

Women 21%

Men 79%
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On behalf of the Board of Directors

Växjö, 12 February 2018

 Lars Idermark
 President and CEO

REVIEW REPORT 
This interim report was not subject to review by the association’s auditors.
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Condensed consolidated  
statement of comprehensive income

2017 2016 2017 2016
SEK million Oct–Dec Oct–Dec Jan–Dec Jan–Dec

Net sales 5,413 4,567 20,518 18,482

Other revenue 85 114 264 221

Operating expenses –4,663 –4,286 –17,773 –16,816

Depreciation and amortisation –305 –231 –1,092 –908

Operating profit 530 164 1,917 979

Net financial items –27 –15 –87 –66

Profit before income tax 503 149 1,830 913

Income tax –95 5 –259 –102

Profit for the period 408 154 1,571 811

Other comprehensive income/loss

Items that will not be reclassified to profit or loss –61 127 –61 –55

Items that will be reclassified to profit or loss 14 –13 8 27

Other comprehensive income/loss for the period –47 114 –53 –28

Total comprehensive income for the period 361 268 1,518 783

Profit attributable to

Owners of the Parent 408 154 1,571 811

Profit for the period 408 154 1,571 811

Comprehensive income/loss attributable to

Owners of the Parent 361 268 1,518 783

Comprehensive income for the period 361 268 1,518 783

SÖDRA YEAR-END REPORT JANUARY–DECEMBER 2017 11

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



Condensed consolidated statement  
of financial position

SEK million 31 Dec 2017 31 Dec 2016

ASSETS

Intangible assets 384 401

Property, plant and equipment 13,720 13,240

Biological assets 540 524

Shares and participations in associates 222 164

Financial investments 20 17

Other non-current receivables 39 54

Deferred tax assets 7 13

Total non-current assets 14,932 14,413

Inventories 3,036 3,097

Tax assets 66 48

Operating receivables 3,749 3,079

Current investments 199 276

Cash and cash equivalents 1,122 758

Total current assets 8,172 7,258

TOTAL ASSETS 23,104 21,671

EQUITY AND LIABILITIES

Equity attributable to owners of the Parent 12,884 11,766

Total equity 12,884 11,766

Non-current interest-bearing liabilities 2,482 2,278

Provisions for pensions 324 268

Non-current provisions 160 180

Deferred tax liabilities 1,188 1,015

Total non-current liabilities 4,154 3,741

Current interest-bearing liabilities 2,740 2,636

Income tax liabilities 13 23

Current operating liabilities and provisions 3,313 3,505

Total current liabilities 6,066 6,164

Total liabilities 10,220 9,905

TOTAL EQUITY AND LIABILITIES 23,104 21,671
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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 2017 11,766

Comprehensive income for the year 1,518

Contributed capital, paid-up by members 108

Contributed capital, paid-out to members –41

Dividends to members –467

Closing balance, 31 Dec 2017 12,884

Opening balance, 1 January 2016 11,945

Effect of new accounting policy

    for recognition of planned maintenance shutdowns –139

    Adjusted opening balance 1 Jan 2016 11,806

Comprehensive income for the year 783

Contributed capital, paid-up by members 88

Contributed capital, paid-out to members –37

Dividends to members –874

Closing balance, 31 Dec 2016 11,766

2017 2016
SEK million Jan–Dec Jan–Dec

Profit before income tax 1,830 913

Adjustment for non-cash items and change in provisions 959 1,104

Income tax paid –92 –133

Net cash flow from operating activities before change in working capital 2,697 1,884

Change in inventories (increase –) 15 –75

Change in operating receivables (increase –) –620 293

Change in operating liabilities (increase +) –177 213

Cash flow from operating activities 1,915 2,315

Cash flow from investing activities –1,559 –3,896

Cash flow after investing activities 356 –1,581

Change in contributed capital 67 51

Dividends paid –467 –874

Loans raised 12 2,014

Repayment of loans –30 –217

Change in loans from members 324 293

Other changes 106 717

Cash flow from financing activities 12 1,984

CASH FLOW FOR THE PERIOD 368 403

Cash and cash equivalents at beginning of period 758 340

Exchange gains/losses on cash and cash equivalents –4 15

Cash and cash equivalents at end of period 1,122 758
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Parent Company

Parent Company income statement,  
condensed

2017 2016 2017 2016
SEK million Oct–Dec Oct–Dec Jan–Dec Jan–Dec

Net sales 4,668 3,807 17,649 15,886

Other revenue 37 87 129 177

Operating expenses –4,066 –3,629 –15,099 –14,477

Depreciation and amortisation –127 –80 –1,028 –881

Operating profit 512 185 1,651 705

Net financial items 73 50 66 81

Profit after financial items 585 235 1,717 786

Appropriations –743 –266 –743 –266

Profit before income tax –158 –31 974 520

Income tax 81 98 –49 27

Profit for the period –77 67 925 547

RESULT AND FINANCIAL POSITION
In the fourth quarter, net sales increased to SEK 
4,668 million (3,807) and operating profit to SEK 512 
million (185). 

Net financial items for fourth quarter amounted 
toSEK 73 million (50). 

Profit after net financial items for the period 
totalled SEK 585 million (235).

In 2016, the Board made a decision to redeem the 
Parent Company’s subordinated debentures, which 
were repaid at the beginning of 2017.

MEMBERS
At year-end, the number of members was 51,009 
(50,771) and the affiliated membership area rose to 
2.52 million hectares (2.48), an increase of approxi-
mately 0.04 million hectares.
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Parent Company balance sheet,  
condensed

SEK million 31 Dec 2017 31 Dec 2016

ASSETS

Intangible assets 6 7

Property, plant and equipment 13,320 12,900

Shares and participations in Group companies 1,238 1,251

Shares and participations in associates 166 101

Endowment policies 40 38

Other non-current investments 20 17

Non-current interest-bearing receivables from Group companies — 7

Other non-current receivables 39 15

Deferred tax assets 57 68

Total non-current assets 14,886 14,404

Inventories 2,075 2,225

Current interest-bearing receivables from Group companies 872 786

Current receivables 3,406 2,664

Current financial investments 279 499

Cash and bank balances 866 291

Total current assets 7,498 6,465

TOTAL ASSETS 22,384 20,869

EQUITY AND LIABILITIES

Restricted equity 4,723 4,651

Non-restricted equity 3,431 3,115

Total equity 8,154 7,766

Untaxed reserves 5,678 4,858

Provisions 194 216

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

Non-current interest-bearing liabilities 2,482 2,278

Non-current operating liabilities — 16

Total non-current liabilities 2,490 2,302

Current interest-bearing liabilities from Group companies 132 64

Current interest-bearing liabilities 2,725 2,503

Current operating liabilities and provisions 3,011 3,160

Total current liabilities 5,868 5,727

TOTAL EQUITY AND LIABILITIES 22,384 20,869
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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 2016 Annual Report, except for new standards and 
revisions of standards and interpretations applicable to annual 
periods beginning on or after 1 January 2017 and that have not 
already been applied in the preparation of the 2016 Annual 
Report. Changes to these standards have not had any material 
impact on the recognition, measurement or disclosure require-
ments in the financial statements. 

A number of new or changed standards and interpretations 
will not become effective until the next financial year, and have 
not been applied in advance in the preparation of these financial 
statements. No early adoption of updates or amendments that 
take effect after the 2017 financial year is planned, and none of 
these are expected to have any material impact on the consoli-
dated financial statements, with the exception of the following:

IFRS 9 Financial instruments is intended to replace IAS 39 
Financial instruments: Recognition and Measurement on 1 Janu-
ary 2018 and was approved by the EU in December 2016. The 
changes to IFRS 9 are mainly related to three areas; classification 
and measurement, impairment and hedging. IFRS 9 represents a 
new approach to classification and measurement, where the enti-
ty’s overall business model and characteristics of an asset impact 
the classification and measurement of financial assets in the form 
of debt instruments, including trade receivables, loan receivables 
and investments in bonds. Furthermore, a new impairment model 
means that revenue to cover expected credit losses, in addition to 
incurred losses, is set aside. In addition, there are changes regard-
ing possibilities for hedge accounting. The Group has analysed its 
financial assets and liabilities and transition to the new standard 
will not result in any material effects. The expanded disclosure 
requirements as a result of the new standard will entail changes 
in future financial statements. IFRS 9 will be applied retroac-
tively with certain practical exceptions as set out in the standard. 
The Group will not be restating previous periods. 

From 2018, IFRS 15 Revenue from Contracts with Customers 
will replace all existing standards related to revenue recognition, 
including IAS 18 Revenue, IAS 11 Construction Contracts and 
IFRIC 15 Agreements for the Construction of Real Estate. IFRS 15 
is based on revenue being recognised when control over goods or 
services is transferred to the customer, which diverges from the 
existing basis of transferring the risks and rewards. IFRS 15 
introduces new methods for determining how and when revenue 
should be recognised, entailing new approaches compared with 
how revenue is currently recognised.

The Group has performed a comprehensive analysis of the 
Group’s revenue recognition and neither qualitative nor quantita-
tive effects were identified from the adoption of the new standard 
on 1 January 2018. The Group will be using a forward-looking ret-
roactive transition method, but since no effects have been identi-
fied, the opening balance for 2018 will be identical to the closing 
balance for 2017. The expanded disclosure requirements as a 
result of the new standard will entail changes in future financial 
statements.

IFRS 16 Leasing was published in January 2016 and entails that 
most of the Group’s leases will be recognised in the balance sheet, 
and that the distinction between an operating or a finance lease 
no longer applies. The standard becomes effective on 1 January 
2019 and the Group does not, at this stage, intend to adopt IFRS 16 
in advance. No decision has yet been made regarding a transition 
method.

There are no other standards not yet effective that are 
expected to have any material effect on the Group, in the current 
or coming financial year. 

Note 2 | Risks and  
uncertainties
No additional material risks have been identified since the 2016 
Annual Report was published. For a description of risks and 
uncertainties, refer to Södra’s 2016 Annual Report under Risks 
and risk management on pages 24–27. 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 cycles, which 
are directly reflected in price trends and changes in sales vol-
umes. Adverse changes in both global and local economies could 
have a negative impact on Södra’s sales, financial position and 
result. 

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.

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.

Note 3 | Related parties
There were no transactions between Södra and related parties 
with any significant effect on the company’s position and result. 
The nature and scope of transactions with related parties are con-
sistent with those that existed in 2016.
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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 2017 31 Dec 2016

Group, SEK million
Carrying 
amount Fair value

Carrying 
amount Fair value

Financial investments 20 20 17 17

Operating receivables 2,843 2,843 2,216 2,216

Current investments 199 199 276 276

Cash and cash equivalents 1,122 1,122 758 758

Total assets, financial instruments 4,184 4,184 3,267 3,267

Other assets, non-financial instruments 18,920 18,404

Total assets 23,104 21,671

Non-current liabilities 2,482 2,590 2,278 2,432

Current interest-bearing liabilities 2,740 2,764 2,636 2,664

Current operating liabilities 2,339 2,339 2,538 2,538

Total liabilities, financial instruments 7,561 7,693 7,452 7,634

Other liabilities, non-financial instruments 2,659 2,453

Total liabilities 10,220 9,905

The following tables present information about how fair value is 
determined for the financial instruments that are measured at 
fair value in the statement of financial position. Fair value mea-
surements are categorised into a three-level hierarchy.

Level 1: Based on quoted prices in active markets for identical 
instruments.

Level 2: Based on direct or indirect observable market data not 
included in level 1.

Level 3: Based on inputs that are unobservable in the market.

Group, 31 Dec 2017

SEK million Level 1 Level 2 Level 3 Total

Assets 1,042 279 21 1,342

Liabilities — — 6 6

Group, 31 Dec 2016

SEK million Level 1 Level 2 Level 3 Total

Assets 535 499 20 1,054

Liabilities — — 3 3

The fair value of financial instruments is measured on the basis of 
quoted market prices at the balance-sheet date. Derivatives are 
measured on the basis of published price quotations in an active 
market. For unquoted shares where a reliable market value can-
not be determined, the carrying amount is used as an indicator of 
fair value. The fair value of debt instruments is measured using 
techniques such as discounting expected future cash flows at 
quoted market interest rates for each duration. 

Note 5 | Business combinations
A minor acquisition was implemented in the Trivselhus Group within the framework of land acquisition. The purchase amount was SEK 
60 million.

On 1 July 2017, the Lithuanian subsidiary UAB SI Wood was divested. The purchase amount was EUR 2 million, with an estimated 
capital gain of about SEK 0 million. No other business acquisitions or divestments were conducted during the year. On 1 February 2018, 
Södra Wood AS was divested to Sörnsen Holzleisten. In 2017, Södra Wood AS generated sales of SEK 363 million and the loss for the year
totalled SEK 39 million. Otherwise, no significant events occurred after the close of the reporting period.
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Note 6 | Changed accounting policies
In 2017, the Group adopted a new cost accounting policy for planned maintenance shutdowns. Södra believes this will lead to more rele-
vant information in the financial statements, while also complying with industry standards. Under the previous policy, the costs associ-
ated with planned maintenance shutdowns at Södra Cell’s pulp mill were recognised as a non-current asset and therefore allocated over 
the useful life of the asset. Under the new policy, the costs are expensed in the period in which the maintenance shutdowns occur, which 
means that the costs are recognised in profit or loss as incurred. The comparative figures for the 2016 income statement and balance 
sheet have therefore been revised. The following table also includes the revised comparative figures for 2015. The table shows the effect 
at aggregate level.

2015 2016

SEK million
Reported oper-
ating profit/loss Adjustment

Revised operat-
ing profit/loss

Reported oper-
ating profit/loss Adjustment

Revised operat-
ing profit/loss

Net sales 18,267 — 18,267 18,482 — 18,482

Other expenses –1,680 –158 –1,838 –1,723 –214 –1,937

Depreciation and amortisation –984 170 814 –1,096 188 –908

Operating profit 2,162 12 2,174 1,005 –26 979

Profit before income tax 2,072 12 2,084 939 –26 913

Income tax –201 –3 –204 –112 10 –102

Profit for the year 1,871 9 1,880 827 –16 811

Total comprehensive income/loss for 
the year 1,865 9 1,874 799 –16 783

31 Dec 2015 31 Dec 2016

SEK million
Reported bal-

ance sheet Adjustment
Revised balance 

sheet
Reported bal-

ance sheet Adjustment
Revised balance 

sheet

Property, plant and equipment 10,722 –172 10,550 13,439 –199 13,240

Total assets 19,248 –172 19,076 21,870 –199 21,671

Equity 11,945 –139 11,806 11,921 –155 11,766

Deferred tax liabilities 1,065 –33 1,032 1,059 –44 1,015

Total equity and liabilities 19,248 –172 19,076 21,870 –199 21,671

The new cost accounting policy for planned maintenance shutdowns became effective on 1 January 2017. The impact on the consolidated 
statement of comprehensive income is that operating profit is SEK 26 million lower than if the previous policy been applied in the current 
year.

The following table shows the estimated cost of maintenance shutdowns per quarter, calculated as the total of the direct cost of mainte-
nance and the loss of income from production stoppages.

SEK million
2017

Jan–Mar
2017

Apr–Jun
2017

Jul–Sep
2017

Oct–Dec
2017

Jan–Dec

Impact on operating profit –12 –116 –24 –209 –361

SEK million
2016

Jan–Mar
2016

Apr–Jun
2016

Jul–Sep
2016

Oct–Dec
2016

Jan–Dec

Impact on operating profit –26 –67 –8 –280 –381
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Quarterly data and  
segment information

2017 
Oct–Dec

2017 
Jan–Dec

2016 
Oct–Dec

2016 
Jan–Dec

NET SALES, SEK MILLION

Södra Skog 2,609 9,774 2,417 9,139

of which external (1,101) (3,995) (1,098) (3,825)

Södra Wood 1,375 5,934 1,404 6,091

of which external (1,192) (5,286) (1,277) (5,546)

Södra Cell 2,739 9,822 1,829 7,845

of which external (2,703) (9,703) (1,807) (7,791)

Other segments 416 1,532 385 1,317

of which external (416) (1,532) (385) (1,317)

Intra-Group 3 9 2 6

Eliminations –1,729 –6,553 –1,470 –5,916

Group 5,413 20,518 4,567 18,482

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

Södra Skog 22 121 13 113

Södra Wood 56 255 42 –21

Södra Cell 784 2,721 390 1,897

Other segments 50 132 29 96

Intra-Group –85 –254 –89 –248

Eliminations 8 34 10 50

Group 835 3,009 395 1,887

OPERATING PROFIT, SEK MILLION

Södra Skog 11 76 2 67

Södra Wood –23 38 –5 –302

Södra Cell 577 1,924 225 1,342

Other segments 47 121 23 87

Intra-Group –89 –275 –98 –266

Eliminations 7 33 17 51

Group 530 1,917 164 979

OPERATING MARGIN, %

Södra Skog 0 1 0 1

Södra Wood neg. 1 neg. neg.

Södra Cell 21 20 12 17

Other segments 11 8 6 7

Intra-Group neg. neg. neg. neg.

Eliminations — — — —

Group 10 9 4 5

ASSETS, SEK MILLION

Södra Skog 2,573 2,332

Södra Wood 2,405 2,395

Södra Cell 10,969 9,245

Other segments 1,501 1,347

Intra-Group 6,799 7,885

Eliminations –1,143 –1,533

Group 23,104 21,671

OPERATING CAPITAL, SEK MILLION

Södra Skog 682 932

Södra Wood 3,135 3,263

Södra Cell 12,841 11,463

Other segments 1,127 1,103

Intra-Group — —

Eliminations — —

Group, capital employed 17,089 15,896
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2017 
Oct–Dec

2017 
Jan–Dec

2016 
Oct–Dec

2016 
Jan–Dec

RETURN ON OPERATING CAPITAL, %

Södra Skog 9 6

Södra Wood 1 neg.

Södra Cell 16 13

Other segments 11 10

Intra-Group — —

Eliminations — —

Consolidated return on capital employed, % 12 7

CASH FLOW AFTER INVESTMENTS, SEK MILLION

Södra Skog –187 317 –190 332

Södra Wood 9 164 100 –13

Södra Cell –83 467 –143 –1,108

Other segments –34 – 97 –188 –362

Intra-Group –165 –495 –138 –430

Eliminations 48 — — —

Group –412 356 –559 –1,581

INVESTMENTS, SEK MILLION

Södra Skog 11 60 14 71

Södra Wood 51 147 69 416

Södra Cell 164 1,249 1,285 3,640

Other segments 62 45 72 135

Intra-Group 74 105 45 70

Eliminations –12 — –101 –76

Group 350 1,606 1,384 4,256

AVERAGE NO. OF EMPLOYEES

Södra Skog 588 596

Södra Wood 1,249 1,443

Södra Cell 1,184 1,207

Other segments 285 255

Intra-Group 231 239

Eliminations — —

Group 3,537 3,740
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Alternative performance measures

Södra manages its operations by analysing key indi-
cators. Some of these 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 and believes they provide valu-
able complementary information for analysing 
Södra’s performance.

NET SALES, CHANGE IN %
2017 

Jan–Dec
2016 

Jan–Dec

Opening net sales 18,482 18,267

Closing net sales 20,518 18,482

Change 11 1

Shows Södra’s growth.

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

2017 
Jan–Dec

2016 
Jan–Dec

Operating profit 1,917 979

Depreciation and amortisation 1,092 908

Operating profit/loss before depreciation, amortisation and 
 impairment 3,009 1,887

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

OPERATING MARGIN, %
2017 

Jan–Dec
2016 

Jan–Dec

Operating profit 1,917 979

Net sales 20,518 18,482

Operating margin 9 5

The operating margin is a measurement of the percentage of surplus on each SEK earned 
less operating costs, including depreciation. This surplus is used to cover interest expense 
and tax, and to provide an acceptable profit. The measure is used to produce an overall 
trend analysis of Södra’s performance, and for comparison with other companies.

RETURN ON EQUITY, %
2017 

Jan–Dec
2016 

Jan–Dec

Opening equity 11,766 11,806

Closing equity 12,884 11,766

Average equity 12,325 11,786

Profit before income tax 1,830 913

Standard tax, 22% –403 –201

Return 12 6

Return on equity is a measure of the interest that Södra pays on its members’ capital.

NET DEBT, SEK MILLION
2017 

Jan–Dec
2016 

Jan–Dec

Interest-bearing provisions — —

Interest-bearing liabilities 5,222 4,914

Financial receivables — –1

Current investments and cash and cash equivalents –1,321 –1,034

Net debt 3,901 3,879
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DEBT/EQUITY RATIO, TIMES
2017 

Jan–Dec
2016 

Jan–Dec

Net debt, SEK million 3,901 3,879

Equity 12,884 11,766

Debt/equity ratio 0.3 0.3

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

CAPITAL EMPLOYED, SEK MILLION
2017 

Jan–Dec
2016 

Jan–Dec

Assets 23,104 21,671

Financial assets –1,341 –1,052

Provisions* –160 –180

Income tax* –1,201 –1,038

Operating liabilities –3,313 –3,505

Capital employed 17,089 15,896

Average 16,493 14,600

* 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, %
2017 

Jan–Dec
2016 

Jan–Dec

Average capital employed 16,493 14,600

Operating profit 1917 979

Return 12 7

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

EQUITY RATIO, %
2017 

Jan–Dec
2016 

Jan–Dec

Equity 12,884 11,766

Assets 23,104 21,671

Equity ratio 56 54

An established and key measure of Södra’s financial strength. Shows the proportion of 
total assets financed by equity. The measure indicates the ability to pay long-term liabili-
ties, since any future losses will be deducted from equity.

DEFINITIONS

Operating profit/loss before 
depreciation, amortisation 
and impairment, SEK million
Operating profit/loss excluding 
depreciation and amortisation of 
property, plant and equipment and 
intangible assets.

Operating margin, %
Operating profit/loss expressed as a 
percentage of net sales.

Return on equity, %
Full-year profit/loss before income 
tax less 22 percent standard tax in 
relation to average equity.

Net debt, SEK million
Interest-bearing liabilities less 
interest-bearing assets and cash and 
cash equivalents.

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

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

Return on capital employed, %
Full-year operating profit/loss 
expressed as a percentage of average 
capital employed.

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

SÖDRA YEAR-END REPORT JANUARY–DECEMBER 2017 22

a l t e r n a t i v e  P e r f o r m a n C e  m e a s u r e s



Contact information and address
Lars Idermark 
President and CEO
Phone: +46 (0)470-894 35
lars.idermark@sodra.com

Anna Belfrage
CFO
Phone: +46 (0)470 890 40
anna.belfrage@sodra.com

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 sodra.com

Financial reporting
• The interim report for January–March will be published on 19 April 2018.
• The Annual General Meeting will be held on 23 May 2018.
• Interim reports can be downloaded from 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 16 February 2018 
at 10:00 a.m. (CET).

This is Södra
Founded in 1938, Södra is Sweden’s largest forest-owner association, with more than 51,000 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 Europe. In 2017, the wood volume was 15.9 million m3sub, sales amounted to SEK 20.5 billion and 
employees totalled 3,400.
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