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report on 1995 operations





Invoiced sales	SEK 57,106 million (48,894)

Income after net financial items	SEK 8,020 million (3,217)

Income per share	SEK 16.70 (6.35)

Equity/assets ratio	48 percent (41)

Return on shareholders' equity	20 percent (8)

Proposed dividend	SEK 3.75 (2.00)





Sales and earnings

The GroupÕs invoiced sales amounted to SEK 57,106 million (SEK 48,894 million in 1994). After adjustment for divested units, invoicing increased by SEK 9,078 million, correspond�ing to a 19-percent rise. The increase was due to improved prices for pulp and paper prod�ucts. 



Income after net financial items amounted to SEK 8,020 million (3,217). Adjusted for capi�tal gains, income amounted to SEK 7,719 million (2,719). The increase in income derives from improved sales prices and the effects of the rationalization measures implemented in recent years.



The return on capital employed, after deduction for tax liabilities, was 22 percent (10). The return on shareholdersÕ equity was 20 percent (8). 



Net income, after tax and minority shares, was SEK 5,367 million (2,038). Tax for the 1995 fiscal year amounted to SEK 2,605 million. Income per share was SEK 16.70 (6.35).

�

Market situation

Demand for most forest industry products weakened during the fourth quarter, due to inven�tory reductions and declining business conditions.

This situation continued in January. However, the pattern is not uniform. Inventory build-ups of  paper pulp are continuing. The orders situation continues to be weak for fine papers                                       and coated magazine paper (LWC). Within the board and packaging paper product area, demand has increased at the beginning of 1996. However, it is still too early to draw any firm conclusions. For the newsprint and uncoated magazine paper (SC) product areas, which account for approximately one third of STORAÕs production capacity, demand remains good.



For sawn timber products, the situation has stabilized somewhat following the weaker trend since spring 1995. The market for building products remains weak.



Power

Deliveries of electric power were slightly lower than during the preceding year, due to the mild winter in 1994/95. Water levels in the reservoirs were low at the beginning of the year. The strong spring floods improved the situation by the summer. The dry autumn in combination with the normal-to-cold winter in 1995/96 has resulted in water levels currently being at their lowest for 15 years. Average prices were slightly higher than 1994. Earnings improved.

Snow-fall precipitation in Norway and Sweden is currently extremely low, which in combi�nation with low margins has resulted in a nervous power market, with rising prices for summer and autumn.



Forest and sawn timber

Access to wood was favorable during 1995. Felling from volumes purchased from private forest owners increased. Extraction from the GroupÕs own forests amounted to 93 percent of the preceding yearÕs level. Earnings from forest operations exceeded those of 1994 as a re�sult of higher prices and unchanged cost levels. Wood prices declined.



The high rate of production in Swedish and Finnish sawmills exceeded demand, which led to stockpiling and falling prices for sawn timber. During the autumn, production rates and inventory levels were reduced. Subsequently, sales prices for spruce stabilized at a level that is about 25 percent lower than at year-end 1994. For pine, the price has yet to stabilize, but the level is around 20 percent lower than at the beginning of 1995.

Reduced delivery volumes and higher raw material costs led to sawn timber operations showing a loss.

�Pulp

As a result of the high demand for paper and board, and the limited addition of new capac�ity, the pulp market remained strong during the first half of the year. Subsequently, the mar�ket was affected by uncertainty in the fine papers and board areas, which are the main cus�tomer segments for paper pulp. Producer inventories in Scandinavia and North America in�creased from approximately 1,000,000 tons at mid-year to slightly more than 1,900,000 at year-end. Sales prices increased in several stages during the year and in October were USD 1,000 per ton for long-fiber pulp and ECU 735 for short-fiber pulp. Thereafter, prices de�teriorated amounting at year-end to USD 925 and ECU 690, respectively. Additional price falls have subsequently occurred.

Demand for chemical fluff pulp was favorable during 1995.

The high sales prices during the year improved the earnings of this product area.



Printing papers

The market for printing papers remained strong through October 1995. Subsequently, LWC (coated magazine paper) noted lower demand, while the favorable demand for newsprint and SC (uncoated magazine paper) continued. Deliver�ies of newsprint to Europe increased in total by 2 percent. Deliveries to Europe from Canada declined by 23 percent. Certain newspaper publishers reduced their paper consumption by using lower grammages and smaller formats. This trend was offset through the increased utilization of newsprint in advertising leaflets and other printed materials. Sales prices were raised on two occasions, and increased in total by 36 percent. New price increases averaging 5-10 percent have been agreed with effect from January 1, 1996. 

Consumption of SC increased by 10 percent in Europe. The favorable market conditions were due to the introduction of several new weekly magazines and increased utilization of advertising leaflets. The restart of the PM1 in Langerbrugge in June meant that the trend of STORAÕs shipments exceeded market growth. Sales prices developed in line with newsprint and increased by a total of 31 percent. Since January 1, 1996, prices have increased by an average of 2-5 percent.

For LWC demand in Europe increased by 5 percent. Demand was favorable through the first three quarters of the year, but declined in the final quarter, com�pared with 1994. The dete�rioration was attributable to decreased demand within the offset area and increased printer inventories. During the first three quarters of the year, STORAÕs deliveries were restricted by the available capacity. Three price increases were implemented during the year, which raised the level by slightly more than 20 percent. Since October prices have been exposed to severe pressure as a result of the conservative market trend.

Technical office papers (carbonless paper and thermal papers) noted market growth through September 1995. Subsequently, the trend of demand has been decreasing, due to inventory reductions among wholesalers and printers. Deliveries into the market decreased by 2 per�cent for carbonless paper and by 5 percent for thermal papers. Prices were raised during the first half of the year but the deterioration in market conditions towards the end of the year created tough price competition.



Earnings for the printing papers product area improved.

�

Board and packaging paper

Demand for packaging board was favorable during the first half of the year. Subsequently, demand weakened, primarily as a result of inventory reductions among converters and end-users. Reduced order bookings led to production stoppages at STORA and other suppliers. The underlying consumption of packaging remained favorable. Demand for corrugating materials decreased during the second half of the year. Liquid packaging board remained unaffected, showing continued favorable demand.

Average prices for all of the products in the product area were higher than for the preceding year. The trend of prices increased through the late autumn, at which time demand came to a halt. Prices were subsequently depressed but production stoppages and the reduction of customer inventories are expected to result in the situation stabilizing during the first half of 1996.

The product areaÕs earnings improved, with the increase due to packaging paper and corru�gating materials.



Fine papers

The high level of demand experienced during the beginning of the year declined in the sec�ond half due to inventory reductions at wholesalers and printing companies. Deliveries of fine papers in Europe decreased sharply during the third quarter. Calculated since the be�ginning of the year, deliveries of coated fine papers declined by 4 percent and of uncoated by 8 percent. It is estimated that inventory reductions have by now been largely completed, but demand remains conservative. Weakened demand has also been noted in overseas mar�kets.

The positive demand situation at the beginning of 1995 resulted in raised prices. Average prices for the year were higher than for 1994. The deterioration in the trend led to price adjustments, but price levels continue to be higher than at the corresponding point in time a year ago. As a result of the higher price levels, earnings for this product area improved.



Wholesale operations

Earnings improved in all of the GroupÕs wholesaling units. The improvements were attribut�able to higher sales prices for fine papers and increased inventory sales, which led to im�proved margins.



Building products

With the exception of Denmark, all of the markets served by Building products weakened as of the beginning of the second quarter. Internal restructuring measures to meet the decrease in demand generated substantial costs. This resulted in continued losses. The action program of internal measures to improve profitability is continuing.



Financial operations

The financial markets were characterized by uncertainty and high volatility. The volume of activity in Business operations was therefore lower than previously. Earnings during the final quarter were the best achieved during the year.�

Earnings for 1995 were slightly lower than in 1994 but remained at a satisfactory level. Earnings do not include internal margins or the return on shareholdersÕ equity.



Changes and divestments

Effective year-end 1994, sack manufacturers Pacsac and Robert Fleming were sold to Assi�DomŠn during the first quarter of 1995. Furthermore, AssiDomŠn is gradually taking over responsibility for sales of unbleached sack paper from Skoghall up until mid-year 1996, when sack paper production on PM5 will be discontinued. 

In addition, STORAÕs holding (40 percent) in the German packaging company Bischof+Klein was sold to the companyÕs principal owners.

Effective mid-June, fine papers manufacturer Newton Falls in the U.S. was sold to Arjo Wiggins Appleton. In addition, Belgian envelope manufacturer Enveltec was sold to Bongs Fabriker AB.

The sales resulted in capital gains totaling SEK 301 million. 



The minority holding outstanding in Celbi was acquired, whereby this company was con�solidated as a wholly owned subsidiary from April 1, 1995.



Financial position

The GroupÕs equity/assets ratio was 47.6 percent (41.1) and the debt/equity ratio was 0.4 times (0.6). Net indebtedness subsequently totaled SEK 10,755 million (16,199), a reduction of SEK 5,444 million. Net indebtedness includes pension liabilities of SEK 4,055 million (4,366). 



To protect the shareholdersÕ equity in the Group, STORA maintains loans corresponding to its assets in individual currencies. This eliminates the risk that changes in exchange rates will affect the value of the GroupÕs net foreign assets.  



Capital expenditures

During the year, the decision was made to build a new board machine (KM8) at Stora Skoghall, Sweden, and a new paper machine (PM2) at the Stora Forest Industries plant in Canada.



The new board machine, which is scheduled to be ready by the beginning of 1997, will have an annual capacity of 320,000 tons for the production of mainly liquid packaging board. The investment totals approximately SEK 3,100 million. As a result, STORA will consolidate its position as one of the leading producers of liquid packaging board. STORAÕs market share currently amounts to approximately 25 percent in Europe and 13-14 percent in the world market. Following this investment, the Stora Skoghall mill will have a clean structure and an annual capacity of 550,000 tons.

�The new paper machine in Canada is expected to be in operation during the beginning of 1998 and will have an annual capacity of 350,000 tons of uncoated magazine paper. The investment totals CAD 650 million (about SEK 3,100 million) and provides STORA with a strategically located machine, for primarily the North American market, and an advanta�geous cost structure. Moreover, STORA will become one of the main players within the uncoated magazine paper field. The Canadian facility will have a total annual capacity of 550,000 tons of magazine paper and newsprint.



Both these investments are expected to meet the Group's high profitability requirements.



Capital expenditures on fixed assets during the year amounted to SEK 5,455 million (3,249). Of this amount, SEK 3,852 million (2,046) was invested in Sweden. SEK 1,053 million of this latter sum relates to the investment in the new KM8 board machine. Depreciation according to plan totaled SEK 3,648 million (3,566).



Personnel

The average number of employees in the Group as at December 31, 1995 was 25,619 (26,858). Of the change since year-end, 254 positions related to divested units. 



Dividend proposal

The Board of Directors proposes that a dividend of SEK 3.75 (2.00) per share be paid for the 1995 fiscal year. The level proposed is in line with the Group's policy, which is to distribute one third of net earnings during an economic cycle.



Annual General Meeting

STORAÕs Annual General Meeting will be held on Tuesday, April 16, 1996 in Falun, Sweden.





Falun, February 19, 1996

STORA KOPPARBERGS BERGSLAGS AB

Lars-�ke Helgesson

President and Chief Executive Officer











The interim report on operations for the period January-March 1996 will be published on April 24, 1996.

�CONSOLIDATED INCOME STATEMENT

(SEK m)

		1995		1994



Invoiced sales	57,106		48,894

Operating expenses	– 44,785		– 41,490

Restructuring costs and capital gains1)	301		498

Share in income of associated companies	– 		31	

Planned depreciation	   –  3,648		– 3,566

Operating income	8,974		4,367

Net financial items	    –  954		– 1,150

Income after net financial items	8,020		3,217

Taxes	  – 2,605		– 1,126

Minority share	       – 48		– 53



Net income	5,367		2,038



Income per share, SEK	16.70		6.35



1)	Capital gains in connection with the divestment of forest land have been reclassified as a normal operating item. This adjustment has been made in all tables.











ANALYSIS OF FINANCIAL NET

(SEK m)

		1995		1994



Net interest items	– 1,147		– 1,421

Interest difference, translation hedge	        193      		271



Net financial items	– 954		– 1,150



�SALES AND OPERATING INCOME BY PRODUCT AREA

(SEK m)

		Invoiced sales	Operating income/loss

		1995	1994	1995	1994	2)

  Power	1,521	1,574	82	– 28

  Forest1)	6,576	5,176	797	673

  Sawn timber	1,740	1,735	– 49	156	

  Pulp	7,137	5,129	2,008	576

  Eliminations	– 2,818	– 2,254	– 	– 

Base products	14,156	11,360	2,838	1,377

  Printing papers	17,401	13,058	3,324	857

  Technical office papers	2,268	2,146	– 52	– 29

  Fine papers	9,807	8,232	1,458	803

  Wholesale operations	7,166	6,351	202	90

  Eliminations	– 2,271	– 1,908	– 	– 

Graphic papers	34,371	27,879	4,932	1,721

Board and packaging paper	10,494	9,354	1,658	1,223

Building products	3,988	3,721	– 135	– 83

Financial operations	– 	– 	239	381

Restructuring costs and capital gains	– 	– 	301	498

Amortization of surplus values	– 	– 	– 403	– 391

Other	– 5,903	– 3,420	– 456	– 359

Total	57,106	48,894	8,974	4,367



1)	Operating income includes capital gains in connection with the divestment of land in amounts of SEK 39 m and SEK 83 m, respectively.



2)	Operating income has been adjusted in that the corporate expenses attributable to each product area have been apportioned in accordance with the same principle applied during 1995.



�EXTERNAL INVOICING BY MARKET

(SEK m)

		1995	% of	1994	% of

			total		total

Germany	11,998	21	10,424	22

Sweden	9,120	16	8,017	17

Great Britain	6,612	11	5,564	11

France	5,416	9	4,469	9

Denmark	3,035	5	2,502	5

The Netherlands	2,722	5	2,422	5

Italy	2,599	5	2,100	4

Belgium	2,574	5	1,759	4

Norway	1,920	3	1,614	3

Rest of Europe	  4,991	9	4,021	8

Total Europe	50,987	89	42,892	88

U.S. and Canada	2,325	4	2,378	5

Other markets	  3,794	7	3,182	7

		57,106	100	48,452	100

Divested product areas                           	                    	               	 442	

Total	57,106		48,894	



�BALANCE SHEET

(SEK m)

		Dec 31, 1995	Dec 31, 1994

Assets

Interest-bearing current assets	3,208	3,805

Other current assets	17,262	16,004

Interest-bearing long-term assets	484	460

Other fixed assets	40,649	40,440

Total assets	61,603	60,709



Liabilities and shareholders' equity

Current liabilities	11,579	9,677

Interest-bearing current liabilities	1,572	2,753

Long-term liabilities	485	562

Deferred taxes	5,739	5,050

Interest-bearing long-term liabilities	12,875	17,711

Minority interests	256	825

Shareholders' equity	29,097	24,131

Total liabilities and shareholders' equity	61,603	60,709

Interest-bearing net indebtedness	10,755	16,199

Debt/equity ratio, multiple	0.37	0.65

Equity/assets ratio, %	47.6	41.1



�CHANGE IN INTEREST-BEARING NET INDEBTEDNESS

(SEK m) 

		    	   		          January  –  December  1995

		Ongoing	Transla-	Conver-	Divest-	

		opera-	tion diff., 	sion of	ments/	Total

		tions	foreign	deben-	acquisi-

			units	tures	tions

Operating income	8,673			301	8,974

+/– Working capital	– 1,222	210		156	– 856

–     Investments	– 5,455				– 5,455

+    Depreciation	3,648				3,648

+/– Other changes in

      net fixed assets	      224	712		585	1,521

Operational cash flow	5,868	922		1,042	7,832

– 	Net financial items	– 954				– 954

+/– Taxes	– 449	48		– 15	– 416

+/– Minority interests	– 28	– 4		– 585	1)	– 617

–     Dividend	– 643				– 643

+/– Change in shareholders' equity

       excl. income for the year	      – 6	– 202	447	3	242

Change in interest-bearing

net indebtedness	3,788	764	447	445	5,444

1)	The amount relates to the acquisition of the shares outstanding in Celbi.





KEY RATIOS

				1995		1994

Net income, SEK m			5,367		2,038

Return on shareholders equity, %		 	20		8

Return on capital employed after

deduction of tax liabilities, %	 	 	22		10

Income per share, SEK			16.70		6.35

		Dec 31, 1995		Dec 31, 1994

Capital employed, SEK m	48,886		47,744

Capital employed excl. tax liabilities, SEK m	40,108		41,155

Net indebtedness, SEK m	10,755		16,199

Equity/assets ratio, %	48		41

Debt/equity ratio, multiple	0.37		0.65

Reported shareholders' equity per share, SEK	91		75

Adjusted shareholders' equity per share1), SEK	125		109

1)	Calculated in accordance with the Annual Report

�QUARTERLY DATA

Invoiced sales by product area

(SEK m)				1994				1995

		I	II	III	IV	I	II	III	IV	

  Power	533	294	282	465	498	301	267	455

  Forest	1,293	1,333	1,118	1,432	1,794	1,687	1,415	1,680

  Sawn timber	352	452	373	558	403	471	378	488

  Pulp	1,127	1,179	1,304	1,519	1,759	1,852	2,004	1,522

  Eliminations	– 547	– 539	– 510	– 658	– 739	– 716	– 675	– 688

Base products	2,758	2,719	2,567	3,316	3,715	3,595	3,389	3,457							

  Printing papers	2,880	2,978	3,426	3,774	3,826	4,104	4,896	4,575

  Technical office papers	497	516	532	601	586	611	540	531

  Fine papers	1,898	1,935	2,028	2,371	2,855	2,599	2,051	2,302

  Wholesale operations	1,558	1,547	1,499	1,747	1,942	1,879	1,615	1,730

  Eliminations	– 435	– 451	– 480	– 542	– 571	– 570	– 564	– 566

Graphic papers	6,398	6,525	7,005	7,951	8,638	8,623	8,538	8,572

Board and packaging paper	2,213	2,331	2,404	2,406	2,680	2,952	2,590	2,272

Building products	794	960	955	1,012	917	1,175	918	978

Other	    – 701	– 887	 – 690	– 1,142	– 1,496	– 1,528	– 1,445	– 1,434

Total	11,462	11,648	12,241	13,543	14,454	14,817	13,990	13,845

�

Adjusted operating income/loss by product area

(SEK m)				1994				1995

		I	II	III	IV	I	II	III	IV

  Power	130	– 68	– 127	37	116	– 46	– 93	105

  Forest	162	165	131	215	160	200	165	272

  Sawn timber	25	32	33	66	37	14	– 60	– 40

  Pulp	    12	55	150	359	432	495	695	386

Base products	329	184	187	677	745	663	707	723

  Printing papers	124	206	221	306	468	668	1,115	1,073

  Technical office papers	– 17	27	– 7	– 32	– 8	8	– 11	– 41

  Fine papers	132	181	172	318	434	484	277	263

  Wholesale operations	   27	32	16	15	   81	65	32	24

Graphic papers	266	446	402	607	975	1,225	1,413	1,319

Board and packaging paper	299	302	345	277	492	587	392	187

Building products	– 44	– 15	– 13	– 11	– 42	18	– 45	– 66

Financial operations	98	75	76	132	42	40	49	108

Amortization of surplus values	– 98	– 96	– 97	– 100	– 101	– 104	– 101	– 97

Other	  – 80	– 113	– 53	– 113	– 108	– 90	– 86	– 172

Adjusted operating income	770	783	847	1,469	2,003	2,339	2,329	2,002

Operating margin, %	6,7	6,7	6,9	10,8	13,9	15,8	16,6	14,5

Non-recurring items	  623	 – 39	– 39	– 47	   100	172	43	– 14

Reported operating income	1,393	744	808	1,422	2,103	2,511	2,372	1,988



Net financial items:

Net interest items	– 396	– 370	– 349	– 306	– 300	–319	– 282	– 246

Interest difference,

translation hedge	     74	67	69	61	     34	39	40	80

Net financial items	– 322	– 303	– 280	– 245	– 266	– 280	– 242	– 166

Reported income after

net financial items	1,071	441	528	1,177	1,837	2,231	2,130	1,822	

	





DISTRIBUTION OF SHARES

		Series A	Series B	Total

Unrestricted	261,797,100	59,706,625	321,503,725
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