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Baard Schumann, CEO, Selvaag Bolig ASA  
Good morning, and welcome to the first-quarter presentation for Selvaag Bolig. I am Baard Schumann and 
CEO of the company. I am accompanied today by Sverre Molvik, our CFO. Together, we will be saying a bit 
about results in the company and naturally about the market.  
 Let me begin with the highlights of the quarter for the company. Margins are still good. We see that, 
with everything we now have in production, results will be good in the time to come and we have been 
saying this for a while. This is materialising slowly but surely. Clearly, this was perhaps a boring quarter in 
terms of results, given that we delivered so few homes – 59 in all. And that’s the way things are, of course. 
They go a little up and down in relation to how much we deliver during the quarters. There’s a bit more in 
the second quarter and a somewhat quieter third quarter before we have an extremely large volume of 
deliveries in the fourth quarter this year. 
 The market is also in the process of improving, of course. I’ll come back to that later, but the market 
now is completely different than it was as recently as the last time we were standing here. And that’s 
positive. It’s even better than we had actually expected. Another positive factor is that we now have a lot of 
goods in the shop. In other words, we are well supplied with new homes for sale by and large in all the 
markets where we have a presence, perhaps with the exception of Bergen where we will be presenting new 
projects towards the end of the year. 
 As I said initially, we delivered relatively little this quarter. That gives relatively low margins, of course, 
quite simply because overheads take a slice. Sverre will say more about this. If you look at the margin 
picture for what we have in production, however, this remains in the area of about 20 per cent which we 
have guided on earlier. 
 Where sales are concerned, we are very satisfied with the first quarter – 185 units is pretty much in line 
with what we sold in the same period of last year. And the latter was, of course, actually a good quarter. It 
was before the residential mortgage regulations and psychology in the market took effect. What we see 
here is that the average price for units sold was on a par with the first quarter of 2017. I’ll show you a bit 
later how that has now developed during the second quarter. If we look at the 12-month rolling sales figure, 
that’s naturally still down given that we had a much weaker market in relative terms during 2017 than the 
year before. With the sales we’re seeing now, however, we’ll undoubtedly see this reverse fairly quickly. 
 As I said before, we delivered 59 units in the first quarter. We started construction of 102 units, primarily 
in the Stavanger region with 61 homes. With Lervig Brygge, Stavanger is finally under way again after 
being at a standstill for a time. We also see that on the sales side, having sold well in Stavanger during 
recent weeks. We were sufficiently uncertain about the state of the Stavanger market that we put a project 
on sale there without fanfare to a couple of hundred interested parties. We have already sold 60 per cent of 
that 40-unit project, so I expect we’ll get under way with construction there towards the end of the year. 
Sales there went much better than we’d actually expected. We have also had construction starts in 
Trondheim and a few in Oslo. 
 If we look at what we have under construction, the most interesting aspect is perhaps that we now have 
a net of 1 511 homes being built. A great deal of this lies in the Oslo region – about 80 per cent. These 
units are worth just over NOK 7 billion, which is up almost NOK 700 million from the first quarter of last 
year. We’re very, very satisfied with this, of course. And as you can see from deliveries in the time to come, 
the fourth quarter – as I said earlier – is where a great many of these are due. At 31 March, 88 per cent of 
the units we’ll be delivering this year had already been sold. It’s no secret that we’ve sold very well into the 
second quarter and, in that respect, the proportion already sold is well up into the 90 per cent range. 
 Sverre will now take you through some of the financial details, and I’ll come back and talk a little about 
the market later. 
 



	
Sverre Molvik, CFO, Selvaag Bolig ASA 
I’ll start by looking at results pursuant to the IFRS, as usual. As Baard mentioned, Q1 and Q3 have a 
tendency to involve few deliveries, while Q2 and Q4 have many. The IFRS results will reflect this, of course.  
 We delivered 59 units worth NOK 323 million. In addition, we sold two commercial sections – a car park 
at Lørenskog and a commercial section at Løren – for a combined NOK 42.5 million. We then have NOK 15 
million in rental income and Plus Service revenues. That brought total revenues to NOK 381 million for the 
quarter. Project costs ended up as expected at NOK 276 million. When I say “as expected”, what we’re 
perhaps best at in relation to our competitors is cost control. We are very good at descriptions, at entering 
into good construction contracts, and at sticking to these costs throughout the construction period. As a 
result, we almost never experience any negative cost surprises. 
 NOK 5 million of these costs relate to previously capitalised interest payments on land and construction 
loans. Sales and marketing, payroll and other costs came to NOK 58 million, down by NOK 1 million from 
last year. We have these expenses under good control. Sales and marketing costs per unit sold also have a 
tendency to decline due to new marketing methods. 
 Over the past three-four years, we have reported an adjusted EBITDA. For those of you who have not 
taken on board what we do, we adjust for the financial expenses which form part of project costs pursuant 
to the IFRS. In that way, we get an EBITDA without financial expenses – which is the intention. This came 
to NOK 51 million, corresponding to a margin of roughly 13.5 per cent. We are very satisfied with that, given 
underlying overheads and low turnover in the quarter. It indicates that we had very good margins on the 
units we’ve delivered. Earnings per share came to NOK 0.34. 
 If we look results pursuant to the percentage of completion approach, this method provides a much 
better reflection of value creation in our industry. It takes account of both sales ratio and progress or 
percentage of completion in projects, and identifies earnings on a linear basis with production and sales 
throughout the construction period. By contrast, the IFRS first records the entire profit at delivery to the end 
customer – thereby creating a great deal of up and down depending on how many deliveries you have. 
Revenues pursuant to percentage of completion were thereby NOK 572 million and the margin was 20 per 
cent. 
 That is good and we’re very satisfied with this. It could have been even higher, but the reason our 
revenues during the quarter weren’t bigger is that the actual sales ratio was relatively low during the quarter 
when viewed in isolation. In other words, we had a sales ratio of 73 per cent on all units under construction 
during the quarter and almost the same out. This means that most of what we sold in Q1 was in projects 
where construction hadn’t begun. But that will arrive down the road. On a 12-month rolling basis, revenues 
came to NOK 2 725 million with a margin at 22 per cent. 
 Looking at cash flow, we had an opening balance of NOK 486 million, a negative cash flow from 
operations of roughly NOK 300 million and a positive cash flow from investment activities of NOK 34 million 
in the form of dividend repayments from associated companies and some redemption of subordinated loan. 
We then have a net increase in debt, which also makes a positive contribution of NOK 132 million, so that 
we ended up with a outgoing balance of NOK 339 million. 
 Where the balance sheet is concerned, we how have a book value of NOK 31.00 per share, up by NOK 
0.60 from the previous quarter, and an equity ratio of just over 45 per cent. Other changes from Q4 include 
an increase of NOK 269 million in inventories, which I’ll come back to. Trade receivables are now below 
NOK 100 million at about NOK 90 million, down from NOK 130 million. That’s very good. We have a 
settlement department which is good at getting money in from estate agent accounts – that’s what’s 
needed. Getting in that money is beneficial for cash flow. The cash holding was reduced by NOK 146 
million. Prepayments from customer accounts represented almost NOK 400 million of other current non-
interest-bearing liabilities. 
 Let me take a closer look at our inventory. The land bank declined by NOK 46 million – we started 
construction on slightly more land than we acquired during the quarter. Work in progress was up by no less 
than NOK 341 million. It’s fairly typical of the first quarter that we get a little more construction activity. It’s 
generally the contractors who get going at the New Year and naturally also start invoicing. That’s why we 
have a tendency to show such a high turnover in the first quarter. Finished goods declined by NOK 27 
million, in part because of the sale of one of these commercial sections which had been completed, and 
because we have sold more in Stavanger where we have almost no units left – I think we have three-four 
remaining in the Pluss project at Lervig which we found ourselves a bit stuck with when oil prices slumped. 
 Passing to the debt structure, this remains unchanged. Some small adjustments have been made. We 
have increased our credit facility with DNB from NOK 400 million to NOK 500 million. This is a four-year 



	
facility, nothing dramatic in that. It’s just to have a little extra money to hand in case some opportunities turn 
up. Otherwise, the land loans are more or less unchanged from the previous quarter, construction loans are 
up by about NOK 150 million, interest-bearing debt totals NOK 2 359 million, and net interest-bearing debt 
is up from about NOK 1 730 million in the fourth quarter to roughly NOK 2 billion. 
 Return on equity declined somewhat – as usual, I was on the point of saying – in the first quarter, which 
contributes a relatively low result for the period viewed in isolation and pulls it a little down. It is likely to 
continue in roughly the same way as last year. 
 That was what I had to say. 
 
Baard Schumann, CEO, Selvaag Bolig ASA  
I’ll talk a little about market sentiment. It was negative last year on the basis of all the forecasts. Most of 
those commenting on the housing market in 2017 predicted prices would fall to the end of 2019 and well 
into 2020, and did not expect sales to recover either. We have said throughout that we expected a recovery 
this spring. It actually happened before we predicted – we thought it would be after Easter, but things quite 
clearly changed before then. 
 Where recovery is concerned, it’s by and large the case that newbuilds lie two-three months behind 
secondary sales. In this round, the newbuild market recovered earlier even though, where we’re concerned, 
it’s possible that the overall market didn’t experience it in that way. But it’s quite clear that interest in 
newbuilds re-emerged more quickly than it usually does. Then we’ve always been hearing that there will be 
delivered extremely large volumes of newbuilt homes will in the Oslo region this year or next, which will 
depress prices or at least dampen price growth.  
 We haven’t quite understood where these forecasts are coming from, so we’ve commissioned the 
research agency Ny Analyse to count all homes under construction in Oslo and Akershus county right to 
down to small projects for one unit here and another there. We then arrive at the figures you see behind us 
here. These figures don’t need to be completely accurate as long as there might be a contractor who 
speeds building up a bit. In any event, the differences here would not amount to more than five to 10 per 
cent in one direction or another. This means that you won’t see big volumes of completed homes arriving in 
the future, and not in Akershus either. In fact, the position there is that volumes are already on the way 
down compared with completions last year. 
 What has also been said is that, if 3 000 homes are completed in Oslo during a year, 3 000 secondary 
homes will also come on the market. We haven’t understood so much of that either, so we’ve asked our 
customers about whether they’re going to live in the home they’ve bought from us themselves, whether 
they’re going to rent it out or whether they’re going to sell it, and how many of them owned a home before 
they moved into our unit. The figures we’ve obtained are very interesting. One is that 76.5 per cent of those 
buying from us are going to live in the property themselves. That’s good. That fits well with our profile of 
homes for ordinary people, rather than objects for investment as has perhaps been the case in a number of 
other projects around and about.  
 Seventeen per cent have bought from us to let out. That’s undoubtedly somewhat higher than we’re 
accustomed to, but that’s also a little bit because – as I said last year – we perhaps sold to more investors 
in 2017 than we normally do, quite simply because the residential mortgage regulation requires buyers to 
have a 40 per cent deposit and prevents them borrowing more than five times their income. That makes the 
rich richer. In other words, those who had the equity bought from us in order to let. That quite clearly has an 
effect here. And 6.5 per cent of our customers are buying to sell. This is not a big volume.  
 From this, it emerges that 43 per cent will be selling their existing home when they take delivery of one 
from us. The interesting aspect of this is to compare it with the Oslo market, where an overall 20-21 000 
homes are sold every year. I think our figures are pretty accurate in market terms, since we have a pretty 
average cross-section. If we start from them, this means that 1 500 extra homes come on sale on the basis 
of newbuild deliveries in Oslo. That clearly isn’t a large volume. It’s not this big rush of homes which a 
number of observers predict. This means, of course, as I’ve also said earlier, that roughly the same number 
of houses are bought and sold in Oslo every year. That could vary 10 per cent up or down, but sales are 
overall fairly steady in the Oslo region.  
 Where house prices are concerned, those who have followed us for a time will know that we have 
earlier used Lørenporten here in Oslo as an example to show how we have benefitted from the price 
growth. When we started selling in this project, we sold at an average of NOK 52-53 000 per square metre. 
We have now raised this for a four-room flat of 89 square metres which we sold for NOK 74 400 per square 
metre. Since we raised the price to that level in the first quarter of 2017, we stayed there throughout last 



	
year. The curve below shows the corresponding development in the secondary market. In other words, the 
secondary market has fallen while the newbuild market has been fairly stable. It has naturally shown no 
increase during the period, but I think you’re also going to see price growth on the newbuild side after the 
summer.  
 Another very interesting aspect when you follow us, as I started out by saying today, is that in the first 
quarter we had the same average price per home as we did for much of last year of NOK 3.8 million. And 
that was naturally because we sold a great deal last year in Oslo’s peripheral zone as well as in a number 
of other towns so that we didn’t get that big Oslo boost in prices per home. 
 We have then looked at sales performance since 1 April, and it’s quite clear that we’ve seen a 
substantial upturn from NOK 3.8 million to NOK 4.8 million. This means the Oslo market is back, and that 
will be what delivers the big sales for us in the time to come and will help to lift the average price up to 
better levels than we had last year. And that’s obviously positive for deliveries this year already as well as 
next year and into 2020. 
 If we look a little at house price growth so far, it was obviously strong on a national basis in April at 1.8 
per cent, or 0.9 per cent when adjusted for seasonal variations. These were strong figures – perhaps 
surprisingly strong at national level, at least to me. I’m not surprised to see a 2.4 per cent increase in Oslo 
during April. We had expected that when we saw the pressure there was in this market. Our analysis for 
May now is that we’ll also see relatively high price growth. Looking at the past 12 months in Oslo, we’ll soon 
have wiped out last year’s price fall. 
 That can actually be seen from these figures, in that – if you look at the past five-six  years – the price 
growth we’ve witnessed in Oslo during the first four months of this year has actually been the strongest in 
history and is also in fact stronger than we had in 2016. That gives some indication. Otherwise, sales of 
homes in the secondary market are fairly steady. This jumps about a bit from April to April, year by year, 
quite simply because it depends to a certain extent on whether Easter falls in March or April. That’s actually 
what makes its mark here. 
 Another interesting statistic to keep an eye on is how homes are selling in Oslo – whether above or 
below valuation. The red columns here show how much average house sales exceed their valuation in 
Oslo. As you can see, those times when we’ve had a downturn were after the financial crisis in 2008-09 
and last year, when we had prices which were perhaps two-three per cent below valuation. That’s also in 
the process of reversing – another interesting trend to note. It’s a good indicator for the way the market will 
continue to develop. 
 Looking at the newbuild market in Oslo, a very large number of new homes were put on offer in the first 
quarter of 2017, quite simply because 2016 had been euphoric. All housebuilders tried to launch the 
projects they had as quickly as possible, and 1 120 were offered for sale. This year, only 150 new homes 
were put on the Oslo market. This gives some indication that, to start with, a lot was naturally on offer but 
that the market was also cautiously waiting to see if the newbuild market had returned. We didn’t notice this 
had happened until late in Q1.  
 Sales totalled 750 homes in Oslo during Q1 2017. That was very strong. This was a strong quarter, 
also for us. I think that was before the residential mortgage regulations, for instance, began to have an 
effect. We can now see that 240 homes were sold in Q1 this year, and a lot of these sales were made 
towards the end of the period. We’ll undoubtedly see better figures here as we advance into Q2.  
 The housing inventory is good now, up from 1 200 units at 31 March 2017 to 1 900 at the same point 
this year. That inventory will undoubtedly be consumed fairly quickly now interest has returned. What you 
need to appreciate is that these 1 900 homes include units both under construction and still at the pre-
construction sales stage. 
 I’m focusing very much on the Oslo region now, quite simply because 80-90 per cent of what we’re 
doing at the moment is here. If we’re going to take a quick look at the other regions, however, the inventory 
in Stavanger remains high even though sales have been steady. Our experience is that we’re selling better 
in Stavanger than we have earlier, but it’s clear that this will be much more dependent on location and 
product than it was before. Where Bergen is concerned, we have no new projects for sale at the moment. 
These will come in the autumn. But this is naturally a city we’re paying close attention to. It also has a 
slightly high inventory. Trondheim represents a stable market – surprisingly strong, actually, when I looked 
at the figures there with a rise of 1.1 per cent in the first quarter, given that the city has a fairly big inventory 
and a very large number of new housing projects on sale. 
 If we look at us compared with our competitors with regard to sales in the first quarter, we sold 185 
homes as against 190 last year. That was good. OBOS was somewhat lower but we can nevertheless see 



	
that its sales were good. The same goes for JM. The company which has sold very well is Solon. It started 
sales on two-three projects in Q1 with good results. That augurs well for new projects we will be launching 
in the same areas towards the end of the year. 
 To sum up, the company’s results are good – good margins looking ahead. We know that there will be 
rather more deliveries in Q2, lower in Q3, as I’ve said, and then an extremely large number in Q4. Viewed 
as a whole, this will be a good year. The housing market has improved considerably. We take a positive 
view of it. We do not believe in this big glut said to be coming during the autumn and putting a brake on the 
market. However, we believe that if anything is going to slow the housing market in the autumn it would be 
a potential psychological effect of a possible interest-rate increase.  
 We have a lot available for sale, we’re well supplied with projects for sale in Oslo, and a number of 
large new projects will be coming on the market in the Oslo region for our account during the second half. 
At Lørenskog, of course, we have Lørenskog Stasjonsby under construction. But we’re now about to launch 
the next big project there, which is called Skåreløkka and involves 1 100 units. The first of these will be put 
on offer after the summer. We have considerable faith in this project for the time to come. 
 I thought I’d open the floor now for questions. 
 
 
Questions and answers 
 
Arne Vinorum, NBBL insurance   
With regard to what you’re going to build and start constructing in 2019, can you say anything about how 
large a proportion of construction costs are already locked in? 
Schumann 
Yes, we can reveal that, actually. All of them. More or less. Negotiations have already been completed for 
most of the big projects which will be launched during 2019. There are some which we’re negotiating over 
at the moment, but these are at the same level as before. If I’m going to comment briefly on construction 
costs, we see no change in these yet even though it’s clear that there was a good pay settlement this year 
which should perhaps have a small effect on these expenses in the future. But no big jumps, as far as I can 
see. 
Molvik 
I’d just add that we develop big projects, so we manage to secure economies of scale and keep prices 
down. That’s one of our big advantages.  
 
Fredrik Steinslien, Pareto 
I was a little interested in the prices for what’s being sold in Q2 18. I also follow your website, and wonder if  
you can reveal a bit about the volume, which also seems to be very good in Q2 18? Is it reasonable to 
assume that you have exceeded 200 units, or what? 
Schumann 
I don’t want to confirm that. What I’d prefer to say is that they’re high-value homes. And we’re sticking to 
our policy of not supplying too much to the market. So we haven’t done anything with prices either. That 
means we’re making steady progress, but we’re very satisfied with sales. We can put it like that. It’s a 
pleasant time every Friday when we sum up how the week has gone.  
Molvik 
We can probably say that we’re selling, generally speaking, at higher average prices now because we’re 
selling larger units. There’s surprisingly little demand for two-three room units so far. That possibly has 
something to do with the mortgage regulations from 2017. 
Steinslien 
With regard to completions in Q2 19 which you’ve now guided on, these are slightly down from Q2 18. Can 
you say a little more about the season through the year there and are there more towards the end of the 
year? 
Schumann 
We can say “yes” to that. I don’t think you should read too much into this. It’s a little arbitrary. A bit of the 
challenge here is if it’s displaced by a quarter or so. 
Molvik 
And there’s generally this tail. There are usually changes in the fifth quarter, too. Something often comes 
from that – a new fifth quarter into that, then the fourth quarter. 



	
Schumann 
I don’t think you should conclude from this that any worsening will occur in 2019. Only very early.  
Molvik 
At least don’t assess the year on that basis. That’s happened before – not with you, but with others. 
Steinslien 
You touched briefly on NGAAP and Q2 in relation to sales in projects under construction. Can you say a 
little about how we should think with regard to NGAAP for Q2 then? 
Molvik 
Yes. You understand the model? You multiply two numbers by each other. When the sales ratio doesn’t 
change during the quarter, the volume naturally becomes smaller, while if that unit is sold in a later quarter 
and you multiply by a higher figure because you’ve incurred more costs from construction, each sale then 
has a bigger effect. So if you sell closer to completion, and you sell the unit again, it will have a much bigger 
effect and you’ll get a double effect next time. You saw that a little in the previous quarter. Compared with 
Q3 last year, things hopped about a bit but in Q3 you had the same effect. It hopped up again in Q4, and 
now it’s a bit down. So in the next quarter, if we sell a lot from projects under construction, it’ll possibly go 
up again. So you must look at the average. Hope that answered your question? 
Steinslien 
But a little about sales from projects under construction in Q2? 
Molvik 
You can say we’ve already said that. And you’ve seen for yourself on the web that we’ve sold more now 
towards the end of Q1 and into Q2 from projects under construction than we did initially in Q1. So we hope 
that will continue. 
Schumann 
And that’s partly because we haven’t reduced our prices. So a lot of what’s due for delivery at the end of 
the year has been sold this year, to put it like that, at good prices. We haven’t had any need to do anything 
with them, and that’ll mean an extra boost.  
Molvik 
You can then also say that we have perhaps 250-300 units which are sold but where construction has yet 
to start. When these kick in, we also get a turning effect in these projects with land costs, budgeting costs 
and so on. That’ll also come through the year. 
Steinslien 
You touched a little on this issue of the residential mortgage regulations. Is there any focus in the market on 
what will happen with new regulations? Can you share any thoughts on that? 
Schumann 
I’ve said all along that I believe the regulations have been more psychological than effective. Where they’ve 
had an impact has been on first-time buyers and the young in relation to the five-times-income ceiling. 
When it comes to what we believe will happen, our view – like most people’s – is that the 40 per cent 
deposit requirement for Oslo will disappear. It has actually had little effect because what affects most 
people in any event is the five-times-income ceiling. We think that’ll continue. Beyond that, we believe the 
banks will maintain the same level of flexibility for giving exemptions, to put it like that, at both national and 
Oslo levels. That means around 10 per cent of the loans, I’d imagine. But I believe to some extent that the 
effect of the regulations has disappeared. I think it was a very hot potato in the second, third and fourth 
quarters of last year, but then I think people have got used to it in a way. That’s the same every time 
changes happen. It takes a little time, and that it gets accommodated. Unfortunately, there are some who 
suffer as a result, which in this case is the young. There’s not a lot we can do about that. 
 If there are no more questions, we say thank you and will be back on 15 August with the second 
quarter. 


