
Södra’s interim report  
1 April–30 June 2018
• Net sales amounted to SEK 6,626 million (5,244)
• Operating profit before depreciation, amortisation and impairment amounted to SEK 1,615 million (724)
• Operating profit totalled SEK 1,318 million (461)
• Cash flow after investments was SEK 500 million (261)
• Return on capital employed was 26 percent (12)

2018 2017 2018 2017 2017
Key figures Apr–Jun Apr–Jun Jan–Jun Jan–Jun Jan–Dec

Net sales, SEK million 6,626 5,244 12,343 10,342 20,518

Operating profit before depreciation, amortisation and impairment,  SEK million 1,615 724 2,832 1,474 3,009

Operating profit, SEK million 1,318 461 2,257 951 1,917

Operating profit before depreciation, amortisation and impairment margin, % 24 14 23 14 15

Operating margin, % 20 9 18 9 9

Return on capital employed, % — — 26 12 12

Equity ratio, % — — 57 55 56

Cash flow after investments, SEK million 500 261 1,510 193 356

No. of employees — — 3,314 3,585 3,402

CO2 fossil from production, ktonnes* — — — — 80

CO2 fossil from transportation, ktonnes* — — — — 191

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

Occupational injuries with absence (LTA**), no. 20 14 44 44 96

Lost-time-accident rate (LTAR***) 15 9 17 15 17

* CO2 and forest growth are not calculated quarterly.

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

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



Strong result in the second quarter
The second quarter showed sustained strength, and operating profit totalled SEK 1,318 
million, the best ever in Södraś history. For the first half of 2018, operating profit 
totalled SEK 2,257 million and return on capital employed was 26 percent. The market 
trend was positive for all of Södra’s product categories, and the full effects of com-
pleted investments, efficiency improvements and restructuring are reflected in the 
result.

Södra delivered a robust second-quarter result. The 
generally favourable economic climate, with high 
prices for our finished products, contributed to the 
strong result, while the Group’s strategic focus on 
higher pulp production volumes over the past few 
years also had a positive effect. The ongoing transfor-
mation of our wood products operation also gener-
ated the intended profit effect. 

During the quarter, net sales rose to SEK 6,626 mil-
lion (5,244) and year-on-year operating profit 
improved by a total of SEK 857 million to SEK 1,318 
million. The operating margin was 20 percent. The 
half-year result was SEK 2,257 million (951), which 
also is a historic record. Return on capital employed 
rose 14 percentage points to 26 percent, compared 
with the year-on-year period. Södra reported a strong 
cash flow and a robust balance sheet, with an equity 
ratio of 57 percent.  At present, much seems to indi-
cate that Södra’s favourable earnings could continue 
throughout 2018.

Demand for market pulp remained strong with 
positive global market momentum, and the price of 
market pulp was subsequently raised during the 
quarter. The sustained strong demand trend will con-
tinue. Demand for timber products in Södra’s core 
markets also remained strong, driven by high levels 
of construction activity and a growing need for reno-
vations. 

During the quarter, the aggressive investments in 
Södra’s wood products operation and Södra Building 
Systems continued. The investment in a small pro-
duction facility for CLT (cross-laminated timber) pro-
duction is progressing according to plan. The plan-
ning of a larger facility is also on track. Demand for 
timber-frame construction is following a strong 
upward trend, especially for timber building systems 
that are both cost-efficient and sustainable. Södra’s 
investments in liquid biofuels have continued – partly 
for methanol production, but also in the Silva Green 
Fuel facility in a joint venture with Statkraft. Demand 
for liquid biofuels made from woody biomass is con-
tinuously growing and Södra is building a strong posi-
tion here, even though these types of investments are 
always associated with financial and technical risk.

The supply of raw materials to our mills remained 
stable, despite major challenges in the first half-year 
due to difficult late-winter conditions, ranging from 

wet and soft soils to high fire danger during the sum-
mer months. Södra’s field operations handled these 
conditions commendably. Södra’s wood flows are cur-
rently strong and raw material stocks are stable, but 
the prevailing dry weather could prove challenging 
moving forward. During the quarter, Södra raised the 
wood prices and has a competitive market offering. 

During the quarter, most of the Interior Wood seg-
ment acquired a new owner, thereby signalling 
Södra’s withdrawal from this business area.

Despite the continued positive trend for the forest 
economy, the forecast contains several risk factors 
that could affect this positive assessment. Issues 
related to tariffs and other trade barriers could esca-
late, leading to adverse effects on financial markets 
and thus on the real economy.

Södra has set high ambitions and aims to build a 
business that is both profitable and sustainable. The 
background is strong ownership rights. The concept of 
freedom with responsibilities makes a strong contri-
bution to sustainable forestry, and active forest man-
agement provides a renewable raw material, promotes 
diversity and creates jobs. Our aim is to continue 
developing the potential of forests in a responsible 
manner. Södra therefore works actively to influence 
business policy and its design so that it does not hinder 
this development, which could otherwise have a major 
negative effect on efforts to boost the bioeconomy. 
Especially when 50 percent of Swedish forest land is 
privately owned. Furthermore, Sweden is a leading 
international forest nation and forestry is one of its top 
export industries. We must safeguard that position.

Lars Idermark
President and CEO

SÖDRA’S INTERIM REPORT APRIL–JUNE 2018 2

C o m m e n t s  b y  t h e  p r e s i d e n t



The period in brief
In the second quarter of 2018, operating profit totalled SEK 1,318 million, compared 
with SEK 461 million in the year-earlier period. The half-year result was SEK 2,257 
million (951). Return on capital employed was 26 percent (12), and the equity ratio 
was 57 percent (56).

MARKET CONDITIONS  
The global economy remained strong despite politi-
cal uncertainty in many parts of the world. The level 
of investment was favourable, unemployment was 
low in several markets and consumer confidence 
remained positive. However, the proposed escalation 
of the trade dispute between the US and China, and 
between the US and the EU, is raising some concern 
that the strong global economy will be weakened. 

In the US, the unemployment rate was the lowest 
in decades and President Trump’s tax cuts gave a fur-
ther boost to the economy. Despite positive growth, 
deficits are rising and these are likely to remain high 
in the future. Due to economic recovery and low 
inflation, the Federal Reserve could continue to nor-
malise its monetary policy. The Trump Administra-
tion’s decisions on tariffs and other trade restrictions 
against China, Mexico, Canada and the EU have 
caused some stock market turbulence, but the 
announcements should probably be viewed as negoti-
ating gambits. 

Japan, India and China continued to deliver 
favourable growth figures in Asia. However Japan, 
and especially China, could suffer from an escalation 

of the ongoing trade dispute. Extensive debt restruc-
turing is also under way in China, which could have a 
negative impact on growth, primarily in the con-
struction and property sector.  

In the recent period, Europe has mainly been 
characterised by political uncertainty. The new 
power constellation in Italy is breathing new life into 
the infected issue of EU migration policy. In Ger-
many, Chancellor Angela Merkel is wrestling with 
the same issue, since the coalition partner is pressing 
her to take a tougher line on asylum seekers. A rela-
tively strong labour market, broad-based growth and 
robust global demand contributed to the positive 
trend despite trade dispute concerns. Because infla-
tion has remained at around 1.5 percent, the Euro-
pean Central Bank (ECB) is taking a “wait and see” 
approach to any tightening of monetary policy. How-
ever, inflation rose slightly over the past month due 
to rising commodity and energy prices. 

The Swedish economy remained strong, but the 
ongoing housing market slowdown could have nega-
tive effects in the future. Due to the currently weak 
SEK, the export industry is offsetting negative 
growth in the housing sector.  

PULP PRICES LIST PRICE FOR SOFTWOOD AND 
HARDWOOD PULP

FOREIGN EXCHANGE RATES

The price of bleached softwood sulphate pulp in USD 
rose during the quarter. The diagram shows the aver-
age prices for softwood sulphate 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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At the end of the quarter, the SEK remained rela-
tively unchanged against the EUR and GBP com-
pared with exchange rates at the beginning of the 
quarter. Due to the strong US economy, the USD 
strengthened against the SEK and other currencies. 
USD rates are most relevant for the pulp operations, 
while GBP rates are highly significant for the sawmill 
operations, since the UK is Södra’s largest export 
market for sawn timber.

In the second quarter, the Swedish wood market 
was characterised by sustained high demand for 
both saw logs and pulpwood. Moving forward, wood 
supplies are expected to be favourable with well-bal-
anced inventory levels at the mills. High production 
levels require a consistently high proportion of 
imported wood.  

Market conditions for sawn timber remain posi-
tive, mainly due to strong demand outside Europe 
and continued price increases. This year to date, the 
production rate in Scandinavia has been marginally 
lower than in 2017 despite strong demand, and led to 
historically low inventory levels. Following a weak 
start to the year, the Swedish building trade posted 
strong growth during the quarter, despite the “wait-
and-see” mode in the housing market. However, the 
residential construction trend, where customers in 
the Swedish housing industry operate, may pose a 
future risk. The UK market was impacted by the 
long, cold winter but has recovered somewhat in 
recent months. Prices in the UK are favourable at the 
current GBP exchange rate, and demand remained 
favourable in Central Europe. Demand for sawn tim-
ber is rising in the US and Asia but in China, orders 

received fell slightly over the past month due to the 
high inventory levels of customers. This is considered 
a temporary effect and sales volumes to China are 
expected to rise in the second half of the year. 

Overall, the global market for sawn timber is 
expected to remain strong during the second half of 
2018, provided there are no significant changes in the 
political situation. 

Due to the strong global economy, the high 
demand for paper products continued in the second 
quarter and further price hikes were announced for 
market pulp. This price trend was strengthened by 
production disruptions – due to strikes in Brazil, and 
the unusual winter conditions in Nordic countries. 
Production levels are expected to normalise in the 
future and the current estimation is that additional 
volumes of market pulp will be absorbed by the sus-
tained growth in demand. Price levels are therefore 
expected to remain at high levels over the next few 
months. During the quarter, pulp prices in Europe 
rose to USD 1,196 per tonne for softwood pulp and 
USD 1,050 per tonne for hardwood pulp.  

The price of dissolving pulp fell slightly, from USD 
950 per tonne at the beginning of the quarter to USD 
939 per tonne at the end of the quarter. The price dif-
ference will therefore continue to benefit paper pulp, 
whereby dissolving pulp supplies will probably 
decline because the swing mills (pulp mills that can 
produce both paper pulp and dissolving pulp on the 
same production line) prioritise paper pulp produc-
tion. This will eventually lead to a lower supply of 
dissolving pulp, and probably at rising prices, moving 
forward. 
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NET SALES
During the quarter, consolidated net sales amounted 
to SEK 6,626 million (5,244), up 26 percent.  Cumula-
tive sales amounted to SEK 12,343 million (10,342).

RESULT 
Operating profit for the period totalled SEK 1,318 mil-
lion (461) – the best quarterly figure ever reported by 
the Södra Group – corresponding to an operating 
margin of 20 percent (9). Profit before tax amounted 
to SEK 1,309 million (441). Tax expense for the 
period was SEK 71 million (48). Cumulative operat-
ing profit amounted to SEK 2,257 million (951), repre-
senting the strongest first-half-year figure in Södra’s 
history.

The strong operating profit for the period reflects a 
sustained favourable price level for both sawn timber 
and market pulp. In addition, pulp-related volume 
growth contributed 17 percent. The result was also 
impacted by the ongoing improvement measures in 
Södra Wood and a favourable USD exchange rate. 
Return on capital employed was 26 percent (12).

BUSINESS AREAS
Net sales Operating profit/loss

2018 2017 2018 2017 2017 2018 2017 2018 2017 2017
SEK million Apr–Jun Apr–Jun Jan–Jun Jan–Jun Jan–Dec Apr–Jun Apr–Jun Jan–Jun Jan–Jun Jan–Dec

Södra Skog 3,057 2,481 5,824 5,037 9,774 49 37 68 53 76

Södra Wood 1,515 1,390 2,796 2,670 5,106 210 76 310 101 157

Södra Cell 3,603 2,378 6,733 4,749 9,822 1,196 416 2,122 912 1,924

Other segments 569 603 1,000 1,235 2,373 –38 – 5 –39 5 2

Intra-Group — 3 — 5 9 –99 –70 –204 –134 –275

Eliminations –2,118 –1,611 –4,010 –3,354 –6,566 — 7 — 14 33

Group 6,626 5,244 12,343 10,342 20,518 1,318 461 2,257 951 1,917
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SEK 6,626 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 period totalled 
SEK 49 million (37). The result was impacted by con-
tinued weather challenges. Following a cold and 
snowy winter that made transportation difficult, the 
dry conditions of recent months have increased the 
fire danger and significantly impacted forestry oper-

ations. During the period, Södra Skog purchased 4.4 
million m3sub, comprising 57 percent pulpwood and 
cellulose chips, 34 percent saw logs and 9 percent 
biofuels.

Cumulative operating profit amounted to SEK 
68 million (53).

Södra Wood’s operating profit for the period 
totalled SEK 210 million (76) and mainly reflects the 
excellent price level for sawn timber, but also the pos-
itive effects of the ongoing restructuring process. 
This was the strongest-ever quarter for the sawmill 
operations. Sales for the quarter amounted to SEK 
1,515 million (1,390). 

Cumulative sales amounted to SEK 2,796 million 
(2,670). Operating profit for the half-year totalled 
SEK 310 million (101), which was a three-fold 

increase year-on-year and mainly driven by the 
 prevailing market conditions. 

As of this quarter, the figures reported for Södra 
Wood will only refer to the sawmill operations. The 
comparative figures have been adjusted. The Interior 
Wood segment has largely been discontinued and is 
now reported under Other segments. For more infor-
mation, refer to the heading Investments, Acquisi-
tions and Divestments.  

Södra Wood
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Södra Cell

Södra Cell’s operating profit totalled SEK 1,196 mil-
lion (416) for the period, representing the best-ever 
quarter to date for the business area. The profit trend 
was mainly attributable to the high price level and 
the favourable USD exchange rate. The volume 
growth enabled by the expansion investment at Värö 
also contributed to the higher result. Sales for the 
quarter amounted to SEK 3,603 million (2,378). 
During the quarter, delivery volumes rose 17 percent 
year-on-year.  

Cumulative sales amounted to SEK 6,733 million 
(4,749). Operating profit for the first six months of the 
year totalled 2,122 million (912) representing an oper-
ating margin of 32 percent (19).

During the quarter, the production volume totalled 
446,000 tonnes, comprising approximately 354,000 
tonnes of softwood sulphate pulp, 54,000 tonnes of 
hardwood sulphate pulp and 38,000 tonnes of dis-
solving pulp. 

Trivselhus’ operating profit for the period totalled 
SEK 14 million (9), a minor improvement that 
reflected the business area’s first sales volumes in 
the UK. The sales volume for houses is declining in 
Sweden, largely the result of a cautious market. 
New mortgage repayment requirements, among  
other factors, have led to a decline in orders, espe-
cially for duplexes. The current situation is causing 
some concern about the future, and Trivselhus has 
announced future lay-offs amounting to 22 FTE 
equivalents on 2 July 2018. During the quarter, 157 
homes (145) were delivered. 

As of this quarter, the Interior Wood segment (previ-
ously part of the Södra Wood business area) will be 
reported under Other segments. Loss for the quarter 
totalled SEK 75 million (loss: 25), of which SEK 63 
million pertained to a non-recurring cost related to 
the decision to discontinue this segment.
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NET FINANCIAL ITEMS
The Group’s net financial items for the quarter 
amounted to an expense of SEK 9 million (expense: 
20). 

CASH FLOW
Cash flow after investments for the quarter was SEK 
500 million (261). Operating activities made a posi-
tive contribution; cash flow before investments 
improved from SEK 580 million in the year-earlier 
period to SEK 807 million. The combined effect of 
high prices and a currency trend in Södra’s favour is 
strengthening liquidity. This trend is expected to 
continue in the coming months. Cumulative cash 
flow before investments amounted to SEK 2,082 mil-
lion (1, 072) while cash flow after investments was 
SEK 1,510 million (193). At the end of the quarter, 
cash and cash equivalents and current investments 
amounted to SEK 2,239 million (1,321 at year-end).

FINANCIAL POSITION
At 30 June 2018, equity amounted to SEK 14,417 mil-
lion (12,884 at year-end), of which paid-up and issued 
contributed capital accounted for SEK 3,576 million 
(3,310 at year-end). Total assets increased to SEK 
25,223 million (23,104 at year-end). At 30 June 2018, 
the equity ratio was 57 percent (56 at year-end). 
Södra’s borrowings comprised loans of SEK 3,093 
million from members (3,106 at year-end), an eight-
year loan of SEK 1,000 million (1,000 at year-end) 
from the Nordic Investment Bank and a three-year 
green bond of SEK 1,000 million (1,000 at year-end) 
listed on Nasdaq Stockholm. A loan commitment of 
SEK 2,000 million, maturing in February 2023, was 
unutilised at the balance-sheet date. The debt/equity 
ratio was 0.2 percent (0.3 at year-end)

INVESTMENTS, ACQUISITIONS  
AND DIVESTMENTS
Investments for the quarter totalled SEK 353 million 
(325, of which SEK 23 million (21) pertained to Södra 
Skog, SEK 29 million (28) to Södra Wood and SEK 
179 million (262) to Södra Cell. The investments were 
mainly focused on expansion, productivity and the 
environment.

On 7 June 2018, Södra announced that the Interior 
Wood operations in Kallinge and Umeå had been 
divested to Sörnsen Grimslöv AB. Södra has thereby 
largely withdrawn from the Interior Wood business. 
This means that Södra, as of this quarterly report, 
will only report the sawmill operations under the 
Södra Wood business area with a subsequent adjust-
ment of all relevant comparative figures. Interior 
Wood is now reported under Other segments. 

As a result of the divestment and the decision to 
withdraw from all commitments in Interior Wood, 
the period was charged with a non-recurring cost 
of SEK 63 million, which is intended to cover the 
impairment requirements and cost provisions result-
ing from this decision.

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

EMPLOYEES
At 30 June, the number of employees was 3,314 
(3,585), of whom 22 percent were women (21). The 
lower number of employees was due to restructuring 
within the Group.

FUTURE OUTLOOK
In the second quarter of 2018, Södra delivered its 
best-ever result. A sustained high price level for both 
sawn timber and market pulp, combined with a 
strong USD, contributed to the positive result. At 
present, prices are expected to remain at current lev-
els in the coming months. The level of sub-contracted 
wood volumes is favourable but if the dry weather 
conditions persist, securing mill deliveries may prove 
challenging. Global growth is positive but a potential 
trade war between the US and China could weaken 
the economy. In Sweden, the housing market trend 
is causing some concern. Although it is difficult 
to deliver a long-term forecast, the current market 
conditions are providing ideal prospects for a contin-
uation of Södra’s favourable results in the coming 
quarters of 2018.

EMPLOYEES

At 30 June, the number of employees was 
3,314, of whom 22 percent were women.

Women 22%

Men 78%
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CASH FLOW AFTER INVESTMENTS

During the quarter, cash flow after invest-
ments was SEK 500 million. 
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On behalf of the Board of Directors

Växjö, 13 July 2018

Lars Idermark
President and CEO

ASSURANCE REPORT 
This interim report has not been audited.

SUSTAINABILITY
Sustainability targets
Efforts to achieve the Group’s sustainability targets 
continued in the second quarter. Three of the targets 
are prioritised: fossil-free production and fossil-free 
transportation, a higher rate of forest growth and a 
zero accident vision. 

Fossil-fuel free
Södra’s target is fossil-free production by 2020 and 
fossil-free transportation by 2030. During the quar-
ter, Södra Skogsplantor installed four new pellet boil-
ers to replace the natural gas previously used for 
greenhouses and offices. Södra Skogsplantor’s pro-
duction is thus completely fossil-free. Södra’s own 
filling stations currently supply almost exclusively 
biodiesel. However, there are fears of a set-back due 
to lower supply, in connection with the new fuel tax 
rules to be introduced next quarter. During the quar-
ter, bio-oil supplies were low in the global market and 
led to higher consumption of fossil fuel oil.

Forest growth
Södra’s target is a 20 percent higher rate of forest 
growth by 2050 compared with 2015. Efforts with 
strategies to achieve better forest regeneration and 
higher cleaning intensity are ongoing, as well as con-
tinued investment in forest tree breeding. In May, 
Södra’s Annual General Meeting adopted a target 
for wildlife browsing damage in southern Sweden. 
The target entails that browsing damage is to reach 
acceptable levels in at least half of the moose man-
agement areas by 2021 (max. 5 percent of damaged 
pine stems in young forest over the past 12 months). 
A target was also set for increased pine regeneration. 

Occupational health and safety (OHS)
Södra has a zero accident vision and the lost-time- 
accident rate (LTAR – number of occupational inju-
ries with absence per million hours worked) will 
decrease 15 percent per year until 2020. During the 
quarter, the number of lost-time-accidents (LTA – 
occupational injuries with absence) was 20 (14) and 
the LTAR was 15 (9). During the quarter, training in 
behaviour-based safety (BBS), safety inspections and 
safety walks continued in accordance with Södra’s 
safety action plan. The focus lies on preventive mea-
sures, including risk analyses, risk observations and 
behaviour-based safety.

OCCUPATIONAL INJURIES

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

** LTAR (lost-time-accident rate). No. of occupational 
injuries with absence per million hours worked.
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Condensed consolidated statement 
of comprehensive income

2018 2017 2018 2017 2017
SEK million Apr–Jun Apr–Jun Jan–Jun Jan–Jun Jan–Dec

Net sales 6,626 5,244 12,343 10,342 20,518

Other revenue 109 28 171 115 264

Operating expenses –5,120 –4,548 –9,682 –8,983 –17,773

Depreciation, amortisation and impairment –297 –263 –575 –523 –1,092

Operating profit 1,318 461 2,257 951 1,917

Net financial items –9 –20 –6 –42 –87

Profit before tax 1,309 441 2,251 909 1,830

Income tax –71 –48 –189 –105 –259

Profit for the period 1,238 393 2,062 804 1,571

Other comprehensive income

Items that will not be reclassified to profit or loss 0 0 0 0 –61

Items that will be reclassified to profit or loss 21 –6 85 –12 8

Other comprehensive income for the period 21 –6 85 –12 –53

Total comprehensive income for the period 1,259 387 2,147 792 1,518

Profit attributable to

Owners of the Parent 1,238 393 2,062 804 1,571

Profit for the period 1,238 393 2,062 804 1,571

Comprehensive income attributable to

Owners of the Parent 1,259 387 2,147 792 1,518

Comprehensive income for the period 1,259 387 2,147 792 1,518
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Condensed consolidated statement  
of financial position

SEK million 30 Jun 2018 30 Jun 2017 31 Dec 2017

ASSETS

Intangible assets 370 399 384

Property, plant and equipment 13,716 13,622 13,720

Biological assets 540 524 540

Shares and participations in associates 298 174 222

Financial investments 14 17 20

Non-current operating receivables 43 59 39

Deferred tax assets 130 9 7

Total non-current assets 15,111 14,804 14,932

Inventories 3,182 3,141 3,036

Tax assets 30 39 66

Current operating receivables 4,661 3,348 3,749

Current investments 1,091 10 199

Cash and cash equivalents 1,148 723 1,122

Total current assets 10,112 7,261 8,172

TOTAL ASSETS 25,223 22,065 23,104

EQUITY AND LIABILITIES

Equity attributable to owners of the Parent 14,417 12,138 12,884

Total equity 14,417 12,138 12,884

Non-current interest-bearing liabilities 2,397 2,322 2,482

Provisions for pensions 321 254 324

Non-current provisions 155 180 160

Deferred tax liabilities 1,237 1,021 1,188

Total non-current liabilities 4,110 3,777 4,154

Current interest-bearing liabilities 2,796 2,522 2,740

Income tax liabilities 174 19 13

Current operating liabilities and provisions 3,726 3,609 3,313

Total current liabilities 6,696 6,150 6,066

Total liabilities 10,806 9,927 10,220

TOTAL EQUITY AND LIABILITIES 25,223 22,065 23,104
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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 2018 12,884

Comprehensive income for the year 2,147

Contributed capital, paid-up by members 266

Dividends to members –868

Other changes –12

Closing balance, 30 June 2018 14,417

Opening balance, 1 January 2017 11,766

Comprehensive income for the year 792

Contributed capital, paid-up by members 48

Contributed capital, paid-out to members 0

Dividends to members –468

Closing balance, 30 June 2017 12,138

2018 2017 2017
SEK million Jan–Jun Jan–Jun Jan–Dec

Profit before income tax 2,251 909 1,830

Adjustment for non-cash items and change in provisions 528 480 959

Income tax paid –63 –90 –92

Net cash flow from operating activities before change in working capital 2,716 1,299 2,697

Change in inventories (increase –) –131 –59 15

Change in operating receivables (increase –) –868 –262 –620

Change in operating liabilities (increase +) 365 94 –177

Cash flow from operating activities 2,082 1,072 1,915

Cash flow from investing activities –572 –879 –1,559

Cash flow after investing activities 1,510 193 356

Change in contributed capital 266 48 67

Dividends paid –868 –468 –467

Change in loans from members –14 –45 324

Change in loans –15 –25 –18

Change in current investments with maturity > 90 days –892 266 77

Other changes 24 3 29

Cash flow from financing activities –1,499 –221 12

CASH FLOW FOR THE PERIOD 11 –28 368

Cash and cash equivalents at beginning of period 1,122 758 758

Exchange gains/losses on cash and cash equivalents 15 –7 –4

Cash and cash equivalents at end of period 1,148 723 1,122
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Parent Company

Parent Company income statement,  
condensed

2018 2017 2018 2017 2017
SEK million Apr–Jun Apr–Jun Jan–Jun Jan–Jun Jan–Dec

Net sales 5,874 4,478 10,988 8,919 17,649

Other revenue 200 17 254 46 129

Operating expenses –4,559 –3,770 –8,562 –7,602 –15,099

Depreciation, amortisation and impairment –273 –304 –541 –605 –1,028

Operating profit 1,242 421 2,139 758 1,651

Net financial items 12 8 20 3 66

Profit after financial items 1,254 429 2,159 761 1,717

Appropriations — — — — –743

Profit before tax 1,254 429 2,159 761 974

Income tax –144 –47 –98 –88 –49

Profit for the period 1,110 382 2,061 673 925

RESULT
During the quarter, net sales rose to SEK 5,874 mil-
lion (4,478), while operating profit increased to SEK 
1,242 million (421), mainly attributable to favourable 
price levels for both market pulp and sawn timber. 

Net financial items for the quarter amounted to 
SEK 12 million (8). 

Profit after net financial items for the period 
amounted to SEK 1,254 million (429).

MEMBERS
The number of members was 51,393 (51,009 at year-
end) and the affiliated membership area rose to 2.57 
million hectares (2.52 at year-end), an increase of 
approximately 0.5 million hectares.
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Parent Company balance sheet,  
condensed

SEK million 30 Jun 2018 30 Jun 2017 31 Dec 2017

ASSETS

Intangible assets 4 6 6

Property, plant and equipment 13,255 13,231 13,320

Shares in Group companies 1,236 1,251 1,238

Shares in associates 246 126 166

Endowment policies 40 38 40

Other non-current investments 14 17 20

Non-current interest-bearing receivables from Group companies — 0 —

Non-current operating receivables 43 20 39

Deferred tax assets 51 64 57

Total non-current assets 14,889 14,753 14,886

Inventories 2,103 2,190 2,075

Current interest-bearing receivables from Group companies 914 854 872

Current operating receivables 4,081 2,867 3,406

Current financial investments 1,270 60 279

Cash and bank balances 958 472 866

Total current assets 9,326 6,443 7,498

TOTAL ASSETS 24,215 21,196 22,384

EQUITY AND LIABILITIES

Restricted equity 4,989 4,703 4,723

Non-restricted equity 4,479 3,179 3,431

Total equity 9,468 7,882 8,154

Untaxed reserves 5,678 4,858 5,678

Provisions 189 217 194

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

Non-current interest-bearing liabilities 2,397 2,322 2,482

Non-current operating liabilities and provisions — 7 —

Total non-current liabilities 2,405 2,337 2,490

Current interest-bearing liabilities from Group companies 168 117 132

Current interest-bearing liabilities 2,796 2,514 2,725

Current operating liabilities 3,511 3,271 3,011

Total current liabilities 6,475 5,902 5,868

TOTAL EQUITY AND LIABILITIES 24,215 21,196 22,384
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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 applied accounting policies are consistent with those pre-
sented in the 2017 Annual Report,except for new standards and 
revisions of standards and interpretations applicable to annual 
periods beginning on or after 1 January 2018 and that have not 
already been applied in the preparation of the 2017 Annual 
Report. The standards with impact on the consolidated financial 
statements and that are applied for the first time in the financial 
year commencing 1 January 2018 are described below:
• IFRS 9: Financial instruments
• IFRS 15: Revenue from Contracts with Customers

Changes in these standards had no material impact on the 
financial statements, except for enhanced disclosure require-
ments. The accounting and measurement principles in these new 
standards are specified on pages 62-63 of the 2017 Annual Report. 

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 2018 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 IFRS 16 Leasing will become effective on 1 January 2019 
and entails that most of the Group’s leases are to be recognised in 
the balance sheet, since the distinction between an operating and 
a finance lease no longer applies. 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 2017 
Annual Report2017. For a description of risks and uncertainties, 
refer to Södra’s 2017 Annual Report under Risks and risk manage-
ment on pages 26–29. An overall description of a selection of such 
risk areas, and the key measures for control and management, are 
presented below. 

Södra operates in a global market and is therefore impacted by 
the general economic trend and currency fluctuations, as well as 
more industry and Group-specific factors. 

Efforts to identify, assess and manage risks are an integral and 
key component of Södra’s business management. The Treasury 
Unit is responsible for managing financial risk, based on a finan-
cial policy established by the Board. Operational risks are con-
trolled and managed by the President, management team and 
employees, in accordance with central policies and guidelines. 
Södra also has a Business Ethics Council and a Health and Safety 
Committee that work Group-wide with risk areas including 
 corruption, cyber security and safety risks.

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 
 consistent with those that existed in2017.
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Note 5 | Financial instruments 
Financial assets and liabilities are essentially of the same nature and extent as in the most recently published annual report.

30 Jun 2018 31dec 2017

Group, SEK million
Carrying 
amount Fair value

Carrying 
amount Fair value

Financial investments 14 14 20 20

Operating receivables 3,618 3,618 2,843 2,843

Current investments 1,091 1,091 199 199

Cash and cash equivalents 1,148 1,148 1,122 1,122

Total assets, financial instruments 5,871 5,871 4,184 4,184

Other assets, non-financial instruments 19,352 18,920

Total assets 25,223 23,104

Non-current liabilities 2,397 2,526 2,482 2,590

Current interest-bearing liabilities 2,796 2,820 2,740 2,764

Current operating liabilities 2,726 2,726 2,339 2,339

Total liabilities, financial instruments 7,919 8,072 7,561 7,693

Other liabilities, non-financial instruments 2,887 2,659

Total liabilities 10,806 10,220

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

Level 1: Based on prices quoted 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, 30 Jun 2018

SEK million Level 1 Level 2 Level 3 Total

Assets 968 1,271 16 2,255

Liabilities — — 2 2

Group, 30 Jun 2017

SEK million Level 1 Level 2 Level 3 Total

Assets 673 60 20 753

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 4 | Revenue
The following table shows Södra’s net sales per revenue category:

2018 Apr–Jun

SEK million Södra Skog Södra Wood Södra Cell Other segments Group

Wood raw material 468 — — — 468

Wood products — 1,152 — 95 1,247

Market pulp — — 3,432 — 3,432

Energy products 131 40 132 21 324

Houses and lots — — — 234 234

Forestry services 436 — — — 436

Transportation 114 96 — — 210

Construction contract — — — 209 209

Other 1 56 — 9 66

Net sales, goods and services 1,150 1,344 3,564 568 6,626
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Note 6 | Business disposals
On 1 February 2018, Södra Wood AS was divested to Sörnsen 
 Holzleisten. In 2017, Södra Wood AS generated sales of  
SEK 363 million and loss for the year totalled SEK 39 million. 

In May, Södra entered into an agreement with Sörnsen 
Grimslöv AB to transfer the Interior Wood operations in Kallinge 
and Umeå. The transfer will take place on 1 September 2018. The 
value of the assets to be transferred amounted to approximately 
SEK 140 million at the end of the period. In 2017, the Swedish 
Interior Wood segment generated sales of SEK 514 million with 
an operating loss of SEK 56 million.

Note 7 | Scheduled maintenance 
shutdowns
At Södra Cell, in addition to routine maintenance during normal 
operations, there are also planned maintenance shutdowns to 
perform more extensive maintenance, whereby pulp production 
is stopped. The earnings impact of the maintenance shutdowns 
varies, depending on the extent and nature of the maintenance 
measures and the duration of the stops. The cost comprises lost 
revenue due to lost production, and the direct cost of the mainte-
nance. In the second quarter, the cost of scheduled maintenance 
shutdowns was SEK 40 million (52).
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Quarterly data and  
segment information

2018 
Apr–Jun

2017 
Apr–Jun

2018 
Jan–Jun

2017 
Jan–Jun

Full-year 
2017

NET SALES, SEK MILLION

Södra Skog 3,057 2,481 5,824 5,037 9,774

of which external (1,150) (1,061) (2,244) (2,093) (3,995)

Södra Wood 1,515 1,390 2,796 2,670 5,106

of which external (1,344) (1,229) (2,457) (2,329) (4,450)

Södra Cell 3,603 2,378 6,733 4,749 9,822

of which external (3,564) (2,352) (6,643) (4,687) (9,703)

Other segments 569 603 1,000 1,235 2,373

of which external (568) (601) (999) (1,232) (2,368)

Intra-Group — 3 — 5 9

Eliminations –2,118 –1,611 –4,010 –3,354 –6,566

Group 6,626 5,244 12,343 10,342 20,518

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

Södra Skog 59 47 89 77 121

Södra Wood 254 116 397 183 323

Södra Cell 1,412 614 2,551 1,302 2,721

Other segments –16 3 –10 21 65

Intra-Group –94 –65 –195 –124 –254

Eliminations — 9 — 15 33

Group 1,615 724 2,832 1,474 3,009

OPERATING PROFIT, SEK MILLION

Södra Skog 49 37 68 53 76

Södra Wood 210 76 310 101 157

Södra Cell 1,196 416 2,122 912 1,924

Other segments –38 –5 –39 5 2

Intra-Group –99 –70 –204 –134 –275

Eliminations — 7 — 14 33

Group 1,318 461 2,257 951 1,917

OPERATING MARGIN, %

Södra Skog 2 1 1 1 1

Södra Wood 14 5 11 4 3

Södra Cell 33 17 32 19 20

Other segments neg. neg. neg. 0 0

Intra-Group neg. neg. neg. neg. neg.

Eliminations — — — — —

Group 20 9 18 9 9

ASSETS, SEK MILLION

Södra Skog — — 2,831 2,264 2,573

Södra Wood — — 2,390 2,081 2,148

Södra Cell — — 13,033 10,198 10,969

Other segments — — 1,784 1,803 1,763

Intra-Group — — 6,146 6,756 6,799

Eliminations — — –961 –1,037 –1,148

Group — — 25,223 22,065 23,104

OPERATING CAPITAL, SEK MILLION

Södra Skog — — 629 678 682

Södra Wood — — 3,154 3,046 2,860

Södra Cell — — 13,319 12,115 12,841

Other segments — — 1,475 1,483 1,406

Intra-Group — — — — —

Eliminations — — — — —

Group, capital employed — — 17,678 16,486 17,089

The figures reported for Södra Wood refer only to the sawmill operations.
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2018 
Apr–Jun

2017 
Apr–Jun

2018 
Jan–Jun

2017 
Jan–Jun

Full-year 
2017

RETURN ON OPERATING CAPITAL, %

Södra Skog — — 21 13 9

Södra Wood — — 21 7 5

Södra Cell — — 32 15 16

Other segments — — neg. 1 0

Intra-Group — — — — —

Eliminations — — — — —

Consolidated return on capital employed, % — — 26 12 12

CASH FLOW AFTER INVESTMENTS, SEK MILLION

Södra Skog –136 31 144 304 317

Södra Wood 42 15 35 –10 208

Södra Cell 867 373 1,672 245 467

Other segments –40 –69 –105 –90 –141

Intra-Group –233 –89 –236 –256 –495

Eliminations — — — — —

Group 500 261 1,510 193 356

INVESTMENTS, SEK MILLION

Södra Skog 23 21 31 27 60

Södra Wood 29 28 63 50 132

Södra Cell 179 262 379 822 1,249

Other segments 9 3 14 –19 60

Intra-Group 113 11 119 45 105

Eliminations — — — — —

Group 353 325 606 925 1,606

AVERAGE NO. OF EMPLOYEES

Södra Skog — — 552 551 527

Södra Wood — — 895 825 839

Södra Cell — — 1,161 1,171 1,176

Other segments — — 456 776 587

Intra-Group — — 229 235 233

Eliminations — — — — —

Group — — 3,293 3,558 3,362
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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 
 performance measures and believes they provide 
valuable complementary information for analysing 
Södra’s performance.

NET SALES, CHANGE IN %
2018 

Jan–Jun
2017 

Jan–Jun
2017 

Jan–Dec

Opening net sales 10,342 9,498 18,482

Closing net sales 12,343 10,342 20,518

Change 19 9 11

Shows Södra’s growth.

OPERATING PROFIT BEFORE DEPRECIATION, AMORTISATION  
AND IMPAIRMENT, SEK MILLION

2018 
Jan–Jun

2017 
Jan–Jun

2017 
Jan–Dec

Operating profit/loss 2,257 951 1,917

Depreciation, amortisation and impairment 575 523 1,092

Operating profit before depreciation, amortisation  
and impairment 2,832 1,474 3,009

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

OPERATING PROFIT BEFORE DEPRECIATION, AMORTISATION  
AND IMPAIRMENT MARGIN, %

2018 
Jan–Jun

2017 
Jan–Jun

2017 
Jan–Dec

Operating profit before depreciation, amortisation  
and impairment 2,832 1,474 3,009

Net sales 12,343 10,342 20,518

EBITDA margin 23 14 15

Operatingprofit before the depreciation, amortisation and impairment margin shows the 
percentage of surplus on each SEK earned less operating costs, but before depreciation, 
amortisation and impairment. This measure can provide a clear view of the cash flow 
 generated. The measurement is used to produce an overall trend analysis of Södra’s 
 performance, and for comparison with other companies.

OPERATING PROFIT, SEK MILLION
2018 

Jan–Jun
2017 

Jan–Jun
2017 

Jan–Dec

Net sales 12,343 10,342 20,518

Other revenue 171 115 264

Operating expenses -9,682 -8,983 -17,773

Depreciation, amortisation and impairment -575 -523 -1,092

Operating profit 2,257 951 1,917

Operating profit/loss shows the surplus on each sales SEK less operating costs, including 
depreciation, amortisation and impairment. This is an essential measurement for produc-
ing a trend analysis of Södra’s performance, and for comparison with other companies.
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OPERATING MARGIN, %
2018 

Jan–Jun
2017 

Jan–Jun
2017 

Jan–Dec

Operating profit/loss 2,257 951 1,917

Net sales 12,343 10,342 20,518

Operating margin 18 9 9

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

NET DEBT, SEK MILLION
2018 

Jan–Jun
2017 

Jan–Jun
2017 

Jan–Dec

Interest-bearing provisions — — —

Interest-bearing liabilities 5,193 4,844 5,222

Financial receivables — –1 —

Current investments and cash and cash equivalents –2,239 –733 –1,321

Net debt 2,954 4,110 3,901

Shows Södra’s financial strength.

DEBT/EQUITY RATIO
2018 

Jan–Jun
2017 

Jan–Jun
2017 

Jan–Dec

Net debt, SEK million 2,954 4,110 3,901

Equity 14,417 12,138 12,884

Debt/equity ratio 0.2 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 measurement most frequently used to monitor financial  leverage.

CAPITAL EMPLOYED, SEK MILLION
2018 

Jan–Jun
2017 

Jan–Jun
2017 

Jan–Dec

Assets 25,223 22,065 23,104

Financial assets –2,253 –751 –1,341

Provisions* –155 –180 –160

Income tax* –1,411 –1,039 –1,201

Operating liabilities –3,726 –3,609 –3,313

Capital employed 17,678 16,486 17,089

Average 17,383 16,191 16,493

* 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, %
2018 

Jan–Jun
2017 

Jan–Jun
2017 

Jan–Dec

Average capital employed 17,383 16,191 16,493

Operating profit/loss 2,257 951 1,917

12-month operating profit 4,513 1,903 1,917

Return 26 12 12

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

EQUITY RATIO, %
2018 

Jan–Jun
2017 

Jan–Jun
2017 

Jan–Dec

Equity 14,417 12,138 12,884

Assets 25,223 22,065 23,104

Equity ratio 57 55 56

An established and key measurement of Södra’s financial strength. Shows the proportion 
of total assets financed by equity. The measure indicates the ability to pay long-term 
 liabilities, 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 profit before 
depreciation, amortisation 
and impairment margin, %
Operating profit/loss excluding 
depreciation and amortisation of 
property, plant and equipment and 
intangible assets.

Operating profit, SEK million
Net sales and other revenue reduced 
with operating costs including 
depreciation, amortisation and 
impairment.

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

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.
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Contact information and address
Lars Idermark 
President and CEO
Phone: 0470-894 35
lars.idermark@sodra.com

Anna Belfrage
CFO
Phone: 0470-890 40
anna.belfrage@sodra.com

Södra Skogsägarna ekonomisk förening

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

Financial reporting
• The interim report for July-September will be published on 24 October 2018.
• The interim report for October-December and the year-end report will be published in February 2019. 

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 July 2018 
at 8:00 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. We engage in modern and responsible forestry, and operate state-of-the-art mills in which we process 
our raw material. In 2017, sales amounted to SEK 20.5 billion and employees totalled 3,400. Through value-gen-
erating relationships and a long-term approach, Södra shows the way for the next generation of forestry. 
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