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Press release, 9 August, 1999 


from Swedish Orient Line

Interim Report 

January – June, 1999

(
Continued very weak reefer market


(
Result before tax MSEK -16 (1998: MSEK 30)


(
Liquid funds were MSEK 33 (31 December, 1998: MSEK 39) 


(
Equity/assets ratio was 22 % (31 December, 1998: 23%)
Consolidated result
Swedish Orient Line continues to be affected by the very week reefer market. 

The consolidated loss before tax during the second quarter was MSEK -8 (+3) which is slightly higher, compared with the previous year, than during the first quarter. The loss for the first half of the year was MSEK -16 (+30).

Shipping sales per business area



  Full


    Jan-June
  year

All figures in MSEK
1999
1998
 1998
SOL Lines
240
272
515

SOL Reefers
77
172
256
Total Shipping sales
317
444
771

Sales figures for SOL Reefers are not comparable due to changed contract structure.

Consolidated income statement 




  Full


    Jan-June
  year

All figures in MSEK
1999
1998
 1998

Shipping sales
317
444
771

Operating and  

administrative costs
-261
-339
-650

Personnel costs
-17
-18
-38

Operating Profit 

before Depreciation
39
87
83

Depreciation
-36
-37
-74

Write down of vessels
-
- 
-173

Operating Profit

after Depreciation
3
50
-164

Net financial items
-19
-20
-38
Profit after net

Financial items
-16
30
-202
Actual tax
-
-  
-1

Deferred tax
-
-3
14

Net Profit
-16
27
-189
SOL Lines

Cargo volumes for the southbound transportation of forest products to the Mediterranean area and the northbound cargo flow of citrus and potatoes were good during the second quarter. However, the potato season on Cyprus ended earlier than usual which resulted in lower cargo volumes during the second half of June.

The peace agreement in Kosovo has resulted in a large demand for transport to the Balkans. SOL Lines has signed several agreements covering the transportation of military equipment and humanitarian aid for the KFOR forces in Kosovo during the third quarter at freight rates which are good for the period. 

Agency operations’ inflow of orders improved during the second quarter. The result posted is still lower than last year due to lower export volumes to South Africa and continued downward pressure on freight rates.

Profit after net financial items, per

business area




  Full


    Jan-June
  year

All figures in MSEK
1999
1998
 1998

SOL Lines 
0
11
18

SOL Reefers
-12
22
-41

Joint Group items 
-4
-3
-6
Total
-16
30
-29
Write down of vessels 
-
-
-173

Profit after  

net Financial items
-16
30
-202
SOL Reefers
Improved spot market rates during the second quarter have so far not effected the profit due to employment in the pool. Higher freight rates for citrus contracts from South Africa and South America as well as a sharp increase in the amount of older tonnage scrapped during the high season could indicate an approaching recovery on the reefer market.

There is, however, considerable uncertainty with heavy downward pressure on the freight rates prior to the year’s low season. This, together with the very steep increases in bunker prices in recent months, means that an upswing during the autumn is very unlikely. Hopefully, the market will improve in time for next year’s peak season.

Consolidated balance sheet


 1999
 1998
 1998

All figures in MSEK
 June
 June
  Dec

Vessels
766
977
784

Other fixed assets
21
30
22

Current assets
140
147
139

Liquid funds
33
84
39
Total Assets
960
1 238
984
Shareholders’ equity
209
439
223

Provisions
25
42
25

Long-term liabilities
527
531
523

Current liabilities
199
226
213
Total Shareholders’ 

equity and liabilities
960
1 238
984
Investments
Investments during the period January–June amounted to MSEK 2 (6).

Financial position

Consolidated liquid funds, including short-term investments, amounted to MSEK 33 (31-12-1998: MSEK 39).

Interest-bearing liabilities totalled MUSD 78 (equivalent to MSEK 607), a decrease of MUSD 1 since the end of 1998. 

The Group‘s equity ratio was 22 per cent compared with 23 per cent on 31 December, 1998.

Consolidated cash flow analysis




  Full


   Jan-June
  year

All figures in MSEK
1999
1998
 1998

Cash flow from operations 

before change in working 

capital
20
67
39

Change in working capital
-17
-10
-1
Cash flow from operations
3
57
38
Investments activities
-2
-6
-15

Dividend
-
-12
-12

Other financing activities
-7
-39
-56

Change in liquid funds 
-6
0
-45
Key ratios and data per share




  Full


    Jan-June
  year


1999
1998
 1998

Equity/assets ratio            %
22
35
23

Return on capital 

employed                          %
neg
5
2

Return on shareholders’ 

equity                                %
neg
neg
neg

Shareholders’ equity

per share                         SEK
8.40
17.60
9.00

Profit per share               SEK
-3.00
-0.10
-1.20

Operating cash flow

per share                         SEK
-0.10
3.00
1.80
All key ratios, where appropriate, are based on a rolling 12-month period. Key figures and per share data for 1998 are based on the profit excluding write down of vessels. 

Action program

The action program described earlier, includes among other activities, transition to mixed crews on the Swedish-flagged ships. The program continues as planned and consists of measures aimed at reducing costs by more than MSEK 25. These measures will gradually take effect over the next 12 months.

Parent Company

Sales in the Parent Company amounted to MSEK 13 (25). The operating profit before depreciation was MSEK 0 (4) and the profit before appropria-tions and tax was MSEK -3 (0). Balance sheet turnover amounted to MSEK 416 (397).

Liquid funds, including short-term investments, totalled MSEK 15 (31-12-1998: MSEK 34).

Prospects for 1999

The sharp increase in bunker prices, which cannot be compensated for in the short term by higher freight rates in either liner or reefer shipping, represents additional downward pressure on the result. 

Cargo volumes for the liner services are expected to remain satisfactory and SOL Lines is anticipated to launch a profit between MSEK 5-10 for total year 1999. SOL Reefers is estimated to show a loss of MSEK 55-60 for 1999. 

The total year result for the SOL Group is forecasted to be a loss of MSEK 55-65 (-202). The 1998 year result included write down of vessels with MSEK 173. 

Next financial report 

The Interim Report for the first nine months of 1999 will be published on Monday, 25 October, 1999.

Göteborg, 9 August, 1999

Svenska Orient Linien AB (publ)
The board of Directors

This report has not been examined by the company’s auditors.

For further information, please contact Peter Hermansson, Vice President Finance,

Swedish Orient Line, phone +46 31 64 54 00

