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INTERIM REPORT OF THE FINNFOREST CORPORATION 1-3/2005 
(unaudited) 
  
•  Net sales €467.6 million (469.9) 
•  Operating loss €-0.9 million (a profit of 6.9) 
•  Profit before taxes €-11.4 million (-10.4) 
•  Return on capital employed –0.2 % (2.8) 
•  Equity ratio 29.0% (24.3) and net gearing 167% (213) 
  
  
KEY FIGURES    
      
€ millions  I/ 05 I/ 04 2004 
Net sales   467.6 469.9 1,922.6 
      
Operating profit  -0.9 6.9 23.0 
 %  -0.2% 1.5% 1.2% 
Profit before taxes -11.4 -10.4 -10.5 
Result for financial period -10.7 -8.7 -8.4 
Return on capital employed, % -0.2 2.8 2.5 
Equity ratio, % 29.0 24.3 27.0 
Net gearing, % 167 213 179 
      
Interest-bearing net liabilities 642 703 619 
Gross investment 11 20 85 
Personnel at end of period 7,962 7,985 7,998 

 
 
Adoption of the international financial reporting standards (IFRS)  
 
Finnforest’s reporting follows the IFRS accounting rules as of the beginning of 2005. Detailed analysis and 
additional information on the effects the transition has had on the balance sheet and income statement can 
be found under Financial reporting at www.finnforest.com.  
 
Finnforest’s 1-3/2005 result compared with the corresponding period of the previous year  
  
Finnforest’s January-March loss before taxes was €11.4 million. The operating loss was €0.9, which was 
€7.8 million weaker than in the corresponding period of the previous year. The result before taxes was €1.0 
million weaker than in the corresponding quarter of 2004.   
 
Excess supply of sawn timber and the high price of raw materials, especially the record-high cost of pine 
logs, were the factors behind the weak January-March result for Wood Products Industry. The same 
problems challenged the profitability of Moelven’s Scandinavian sawn timber division. The profitability of 
the sawmilling segment plunged into a crisis during the period under review, and the price of pine sawn 
timber continued to slide. Rectifying the situation calls for radical action. The demand for, and price 
development of, panel products and birch and softwood plywoods were more positive than at the 
corresponding time in 2004.    
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Sales targets were not met. The strong customer growth in the UK, the most important market area for 
Distribution, has slowed down. Demand has not continued to increase as before, but Finnforest has, 
nevertheless, been able to maintain its strong market position in the DIY segment.  
 
Kerto LVL continued to turn a profit and it has a good volume of orders in hand. The prices and market 
position of Kerto LVL products strengthened. The expansion of the Punkaharju factory will increase the 
Kerto LVL production capacity by 60,000 m3 to 130,000 m3 in the beginning of 2006.  
 
Building & Construction's sales and deliveries of modular products reached industrial scale in Finland.   
 
Net sales, result and financial position 
 
The net sales of the Finnforest Corporation fell by €2.3 million from the corresponding period of the 
previous year and was €467.6 million (469.9). Other operating income was €1.6 million (4.0) in January-
March. The Corporation's operating loss was €0.9 million (a profit of 6.9). The loss before taxes also 
increased and was €11.4 million (-10.4). 
  
The Wood Products Industry's January-March operating loss was €3.3 million (a profit of 4.8), Building & 
Construction's operating profit was €1.4 million (2.1) and Distribution's operating profit was €2.5 million 
(3.8). 
  
The return on capital employed decreased on the corresponding period of 2004 and was -0.2% (2.8). The 
Corporation's liquid assets and investments totalled €13.9 million (23.0) at the end of the period under review.  
  
The equity ratio was 29.0% (24.3) and net gearing 167% (213) at the close of the period under review.  
 
A €2.3-million loss (-8.3) on the market valuations of currency hedging was entered under financial items 
for the first quarter following Finnforest's adoption of the international financial reporting standards at the 
start of the year. A strengthening Sterling and weakening Swedish krona caused the majority of the losses.  
 
Personnel 
  
Finnforest employed 7,962 (7985) at the end of March, 2,481 (2605) in Finland, 1,653 (1,678) in Norway, 
1,501 (1,408) in Sweden, 958 (968) in the UK and a total of 1,369 (1,326) in other countries. 
  
Business groups: developments and market conditions  
  
Wood Products Industry 
  

€ millions I / 05 I / 04  € millions I/ 05 IV/ 04 III/ 04 II/ 04 I/ 04 
I-IV/ 
04 

Net sales 261.0 268.1  Net sales 261.0 252.9 229.6 287.2 268.1 1,037.8 
Operating profit -3.3 4.8  Operating profit -3.3 -3.7 -1.9 4.9 4.8 4.1 
% -1.3 1.8  % -1.3 -1.5 -0.8 1.7 1.8 0.4 
ROCE, % -2.1 3.5  ROCE, % -2.1 -1.1 -1.5 0.0 3.5 0.9 
Production,  
1,000 m3 1,159.7 1,213.3  

Production,  
1,000 m3 1,159.7 1,172.2 1,095.2 1,072.1 1,213.3 4,553.0 

 
Wood Products Industry's operating profit weakened significantly from the corresponding period of the 
previous year. The key factors behind this development were the weakened profitability of both the spruce 
sawn timber and particularly the pine sawn timber businesses.  
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Demand for northern softwood sawn timber remained normal in the main market areas. The demand for, 
and supply of, spruce sawn timber were in equilibrium. Excess supply of pine sawn timber continued, 
which led to selling prices falling by over ten per cent from the corresponding period of the previous year. 
This in turn caused a profitability crisis during the first quarter.   
 
Demand for birch and softwood plywood remained reasonably good and selling prices developed 
positively, making profitable performance possible. 
 
The market situation for particleboard and blockboard remained stable.   
 
Demand for heat-treated wood increased and prices also developed favourably.  
 
The aggregate output of the sawmills was 1,049,000 m3 (1,119,000), 622,000 m3 of which was spruce and 
427,000 m3 pine.    
 
Distribution  
 
€ millions I / 05 I / 04  € millions I/ 05 IV/ 04 III/ 04 II/ 04 I/ 04 I-IV/ 04 
Net sales 185.1 193.3  Net sales 185.1 185.2 208.0 221.8 193.3 808.3 
Operating profit 2.5 3.8  Operating profit 2.5 0.2 6.0 7.7 3.8 17.6 
% 1.4 2.0  % 1.4 0.1 2.9 3.5 2.0 2.2 
ROCE, % 3.9 5.5  ROCE, % 3.9 -2.2 0.5 3.1 5.5 6.9 
Sales, 1,000 m3 596.5 649.9  Sales, 1,000 m3 596.5 435.9 702.3 685.5 649.9 2,473.6 

 
The building industries of the main markets were in a difficult situation during the beginning of the year as 
cold weather brought construction sites to a standstill. The weak situation for the German concreting and 
building industries had an impact on the state of that market area.  
 
Moelven Wood's operations were loss-making, although it has significantly reduced its losses from the 
corresponding period of the previous year. The strong customer growth in the UK, the most important 
market area, appears to be slowing down and this was visible in the British unit's sales figures when 
compared to the first quarter of 2004. The development of sales and results remained good in France. 
Operations were loss-making in Germany and efficiency-enhancing measures will continue there.  
  
The Hungarian, Czech and Slovakian units reached their targets in the wholesaling of panel products. The 
Romanian operations developed the most favourably.  
  
The Asia-Pacific unit's sales of Finnforest products developed well during the first quarter. Demand for 
DIY products and goods for the construction segment is expected to strengthen.     
 
Building & Construction  
  

€ millions I / 05 I / 04  € millions I/ 05 IV/ 04 III/ 04 II/ 04 I/ 04 I-IV/ 04 
Net sales 82.3 72.2  Net sales 82.3 86.3 75.5 87.3 72.2 321.3 
Operating profit 1.4 2.1  Operating profit 1.4 1.9 4.2 3.0 2.1 11.1 
% 1.8 2.9  % 1.8 2.1 5.5 3.4 2.9 3.5 
ROCE, % 3.8 6.0  ROCE, % 3.8 -0.8 1.4 1.2 6.0 7.7 
Production, 1,000 
m3 

62.8 66.4  Production, 1,000 
m3 

62.8 64.7 60.8 61.6 66.4 253.5 

  
Demand for construction products was weak in the first quarter, mainly due to the harsh winter in Central 
Europe. Demand picked up towards the end of the period, however. Moelven's building segment reached its 
targets and both its sales and profitability improved from the corresponding period of the previous year.   
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Kerto LVL sales developed well compared with the first quarter of 2004. The backlog of orders and 
productivity were good and the market situation was favourable in Finland and Scandinavia. The continued 
lively activity in the housing construction sector of the UK kept demand for I-joists and Kerto LVL high.   
 
The demand for glulam has been buoyed by strong sales to retailers. In addition to Finland, sales developed 
in the Italian and Spanish markets. The price level in the Japanese market is too low and unbearable with 
respect to viable operations.   
 
The sales of floor systems in the UK have progressed better than expected. Sales of Leno wall and floor 
systems suffered somewhat from the cold winter in Central Europe. Building activity intensified towards 
the end of the period and sales commenced more strongly. The powerful development of partition wall 
system operations has been significant when compared with the low activity in the Finnish office-building 
and renovation markets. The market for wood-based office wall systems developed favourably.   
 
The modular building unit has established a sales network in Finland and customer-specific single-family 
home building has commenced in conjunction with the starting up of the factory.  
 
Project building suffered from tough price competition in Europe and, especially in Central Europe, from 
the cold winter. Nevertheless, targets were achieved in Germany. Project building proceeded as expected in 
Finland, but project sales in the UK and France did not yet advance as had been planned.   
   
Use of wood raw material 
  
Finnforest’s production used a total of 2,842,000 m3 of logs in January-March, 1,754,000 of which were 
spruce, 995,000 pine and 93,000 birch logs.    
 
Investments  
  
Finnforest is expanding its Kerto LVL production unit in Punkaharju. Annual production capacity will 
increase by 60,000 m3 to 130,000 m3 in the beginning of 2006. The value of this investment is €20 million 
and it will employ 130 people, 50 in production and 80 in wood procurement and at subcontractors. The 
building of the expansion will generate 150 person-years of work. The total amount of investment into the 
Punkaharju factories, including two phases of building and the construction of a power plant, will reach €70 
million.   
 
Finnforest and Punkaharjun Nobelinniemi, a firm set up by the town of Punkaharju and the Itä-Savo 
federation of municipalities, signed a contract, in which the Corporation's existing production property was 
sold to the real estate company. The deal also covered land and property leases. The real estate company is 
responsible for expanding the property to meet the demands of the investment, and Finnforest is leasing the 
production facilities on a long-term basis.  
 
The Corporation's gross investment totalled €11 million (20) during the period under review.   
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Other events 
 
Ole Salvén, LL.M., was appointed CEO of Moelven Industrier ASA on 1.2.2005 when Counsellor of 
Industry Bo Borgström retired. 
 
Mesna Installasion AS, an electrical installation company, was merged with Moelven Industrier ASA on 
1.1.2005. 
 
Events following the period under review 
 
A report on the restructuring of Moelven Industrier ASA was released on 18.4.2005. Moelven has 
consolidated its operations into three business areas - Wood (further processing and distribution), Timber 
(sawmilling) and Byggsystemer (building and construction) - that replace its earlier five divisions.  
  
Prospects for the near future 
 
The first and second quarters are seen as positive for the building business. Newbuilding and renovation in 
the housing sector are the only building segments that are expected to strengthen significantly. Project sales 
should progress according to plans in the coming quarter.    
 
Demand for softwood and birch plywood as well as for sawn timber, particleboard and blockboard is 
expected to remain unchanged. The market situation in Germany is not expected to strengthen.   
 
The biggest threat, the effects of which are already being felt, are the losses suffered by the sawmilling 
segment. The market situation is further disturbed by permanent excess supply in Finland and Sweden. The 
transition to quality pricing based on the sawing value of pine logs may, if successful, have a positive 
effect, which will be observable towards the end of the year.    
 
Our basic industrial operations must increase their cost-effectiveness and productivity in order to improve 
profitability. The building segment has been the focus of significant investment and considerable 
development efforts; this business will now focus on productivity and making results.   
  
  
Board of Directors  
Espoo, 28.04.2005 
  
  
Additional information: 
Ari Martonen, President and CEO, Finnforest Corporation, tel. +358 1046 94870, GSM +358 50 2406 
Mikko Kilpeläinen, CFO, Senior Vice President, Finnforest Corporation, tel. +358 1046 94465, GSM +358 
50 542 5884 
Eliisa Anttila, Vice President, Communications, Finnforest Corporation, tel. +358 1046 94936, GSM +358 
50 598 9769 
  
 
APPENDICES   Income statement and balance sheet 

Key figure charts  
 
Moelven ASA 
  
Finnforest's Scandinavian operations are the responsibility of the Norwegian subsidiary Moelven Industrier 
ASA, which published its interim report on 28.4.2005. It is available at www.moelven.com 
  
Learn more about our products, services and company at www.finnforest.com, www.moelven.com and 
www.metsaliitto.fi 
 


