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REPORT ON OPERATIONS FOR THE SIX MONTHS ENDED JUNE 30, 1996








¥	Invoicing		SEK 24,041 million (29,397)


¥	Income after net financial items		SEK 1,610 million (4,068)


¥	Net income after tax		SEK 1,060 million (2,685)


¥	Income per share		SEK 3.30 (8.35)





Sales and earnings


The GroupÕs invoiced sales for the first six months of 1996 amounted to SEK 24,041 million (SEK 29,397 million for year-ago period). The change is mainly attributable to delivery volumes declining by 12 percent. In addition, the strengthened SEK had an adverse effect on invoicing in an amount of SEK 1,700 million.


Operating income totaled SEK 1,883 million (4,614). Income was affected by lower delivery volumes and prices totaling SEK 1,900 million, as well as by SEK 450 million due to the appreciation of the SEK. The remainder was primarily attributable to reduced revenues of a nonrecurring nature and to the revaluation of inventories.


The GroupÕs financial net improved to an expense of SEK 273 million (expense: 546). Due to the strengthening of the SEK, the financial net improved by SEK 60 million. In other respects, the financial net was positively affected by reduced borrowing and lower interest rates. Accordingly, income after net financial items amounted to SEK 1,610 million (4,068).





The dividend on the shares in SAS Sverige amounted to SEK 81 million. Of this, SEK 71 million consisted of a nonrecurring dividend, which is reported separately in the income statement. The normal dividend, SEK 10 million, is shown in the financial net. Income during the preceding year included capital gains totaling SEK 272 million. 


Net income, after tax and minority shares, amounted to SEK 1,060 million (2,685). Tax for the period was SEK 539 million (1,346), corresponding to 33.5 percent (33.1) of income before tax.





Group income per share for the first half of 1996 was SEK 3.30 (8.35). On a rolling full-year basis the corresponding figure was SEK 11.65 (11.90), compared with SEK 16.70 for full-year 1995.�
The return on capital employed, after deductions for tax liabilities, for the period July 1995 to June 1996 was 13 percent (16), compared with 22 percent for full-year 1995.


The corresponding figures for the return on shareholdersÕ equity were 13 percent (15) and 20 percent, respectively.





The operating cash flow was positive and amounted to SEK 2,535 million (2,076), of which currency translation accounted for SEK 1,257 million (-1,855). Following deductions for net financial items, taxes and dividends, interest-bearing net indebtedness rose by SEK 763 million (107).





Market situation


The market situation for pulp, paper and board during the first half of the year was characterized by customer inventory reductions and the weak economic trend in Europe. Demand in the United States was better, due to higher GDP growth. Despite this, deliveries in this market were also below the corresponding period in 1995 due to inventory run-downs among customers.


The reductions in inventory, which particularly affected pulp, fine papers and board, started as early as autumn 1995 and continued through the second quarter of 1996. Towards the end of the period, order bookings began to increase again and it is judged that the inventory run-downs for these products have been completed.





Order bookings and shipments for newsprint and uncoated magazine paper (SC) were favorable during most of the period. However, some inventory reduction had occurred, which resulted in decreased shipments towards the end of the period.


Order bookings for coated magazine paper (LWC) were weak, although a more positive trend could be discerned towards the end of the period.





STORAÕs deliveries of pulp, paper and board totaled 3,091,000 metric tons (3,509,000), corresponding to a 12-percent decrease compared with the first half of 1995. STORA estimates that consumption of paper and board has continued to rise and that the decrease in deliveries is due to inventory adjustments.





The weak market also led to a drop in the prices of pulp, LWC papers, fine papers and board. Prices stabilized towards the end of the period. Price increases were implemented for pulp.


Prices for newsprint and SC papers in Europe were stable. Newsprint prices in the United States declined during the period.





In terms of volumes, sawn timber experienced better conditions, compared with the corresponding period of 1995, but prices remained low. STORAÕs deliveries during the period totaled 320,000 m3 (297,000), up 8 percent.


�
During the latter part of the period, the order situation for pulp, fine papers and board improved, while orders for newsprint and SC papers weakened slightly. For most product areas, the inventory adjustments in Europe are adjudged to have been completed. It is estimated that prices for most of STORAÕs products have reached bottom or have bottomed out. 





Power


The normal-cold 1995/96 winter and a general increase in consumption resulted in electricity consumption increasing by 4.6 percent in Sweden. Despite normal precipitation during the period May-July, the dry winter placed a strain on the power situation and led to very low reservoir levels. A similar situation exists in Norway, which is wholly dependent on hydro power.


As a result of the strained power situation, coal and oil-based power was utilized and additional purchases were made at high cost levels. Even if normal precipitation occurs during the remainder of the year, the strain on power resources will not be alleviated until 1997.


Earnings deteriorated.





Forest and timber


The wood market is characterized by a surplus of pine and deciduous pulpwood, while spruce pulpwood and timber are generally in balance. Currently, the supply of wood from forest owners is low. Felling in the GroupÕs own forests declined 9 percent, compared with 1995. Decreased prices for saw timber and wood, in combination with the lower level of felling, led to a deterioration in earnings.





Sawn timber operations are affected by the weak activity in the building sector. Price levels dropped even lower during the second quarter, especially for pine. The price of spruce has been increased slightly for the third quarter. Inventories at STORAÕs sawmills declined 16 percent during the first half. The new Gruvšn sawmill (Sweden) started up during the period. Sawn timber operations continued to show a loss.





Pulp


Substantial production cutbacks were implemented during the first half of the year within the Scandinavian and North American pulp industry. It was estimated that producer inventories in Scandinavia and North America totaled approximately 1.5 million metric tons at the end of June, which is judged to be a normal level.


Demand for paper pulp has strengthened in recent months, due to the rebuilding of customer inventories and to an increased level of order bookings for fine papers.


Currently, the price of short-fiber pulp is ECU 420 per ton, compared with ECU 380 earlier, while the price of long-fiber pulp is estimated to rise gradually from USD 520 per ton to reach the announced USD 580 at the end of the third quarter.


The product areaÕs earnings deteriorated.


�
Printing papers


The market for printing papers has been affected by the weak economic trend. In addition, measures have been introduced by customers to reduce consumption of this grade following the sharp price increases implemented during 1995.


Total deliveries to the European market decreased by 5 percent for newsprint, 9 percent for SC papers and 24 percent for LWC papers.


Coated fine papers and SC papers captured market share from LWC papers during the period. 


Prices for newsprint are currently the subject of negotiation. Prices for SC papers were reduced by about 5 percent as of mid-year.


The level of LWC paper prices deteriorated and is currently 10-20 percent lower than the peak noted in autumn 1995. STORA has implemented considerable production cutbacks, most of which apply to LWC paper production.


In the technical office papers segment, thermal papers continued to show market growth, while consumption of carbonless papers declined. Both products are currently subject to price pressure.


The earnings of the printing papers product area were better than in 1995.





Fine papers


The level of order bookings for fine papers during the early months of the year was low, due to inventory reductions among customers. Order bookings since April have exceeded the level of the preceding year and the earlier pressure on prices has subsided. The improvement is due to customers rebuilding their inventories pending expected price hikes and the securing of shipments during the summer stoppage.


Deliveries of coated fine papers in Europe declined by 6 percent compared with the preceding year. For uncoated fine papers, the corresponding figure was a decrease of 11 percent. STORA and other manufacturers implemented production cutbacks during the period.


Price levels are currently lower than at the equivalent time in 1995.


The earnings of this product area deteriorated as a result of lower price levels and lower volumes.





Wholesale operations


The GroupÕs wholesale companies were affected by the tougher market scenario. Lower fine paper prices led to inventory write-downs, which led to earnings for wholesale operations being lower than for the preceding year.





Board and packaging paper


The market for board and packaging paper was affected during the early part of the year by inventory run-downs among packaging converters and end-users. The inventory reductions have now been completed and during recent months order bookings have improved for all grades of folding boxboard and packaging paper.�



The low level of order bookings earlier resulted in production restrictions.


In May, production of unbleached sack paper in Skoghall (Sweden) was terminated. The machine has been dismantled and sold. 


Sales prices deteriorated and expressed in local currencies they are currently below the level of the preceding year. The improvement in the order situation means that earlier pressure on prices has been eliminated. 


Demand for liquid packaging board continues to be favorable.


The product areaÕs earnings declined as a result of lower prices and lower volumes.





Building products


Uncertainty regarding the economic trend coupled with the cold start to the year hampered building activity.


In Sweden, building is at a very low level, both in terms of new building and extension work. Government subsidies for new building and repair and renovation work are beginning to generate an increase in the number of new housing units and renovation projects.


New housing starts declined in Norway, while the building of institutional premises increased. In Denmark, the volume of housing starts increased during the year. Demand in Germany declined as a result of lower new building activity and lower economic growth. The markets in Finland and the U.K. are also weak.


Due to the sharp downturn in the building market, Stora Building Products is currently implementing an extensive action program.


The product areaÕs earnings deteriorated.





Financial operations


Financial markets were characterized by less uncertainty than during the preceding year. Earnings were generated in the interest and currency markets, as well as in share-related instruments. Earnings were better than in the preceding year.





Financial position


The GroupÕs equity/assets ratio at the end of the period was 48.9 (41.9) percent and the debt/equity ratio was 0.40 times (0.61). The corresponding figures at year-end 1995 were 47.6 percent and 0.37 times, respectively.


Interest-bearing net indebtedness amounted to SEK 11,518 million (16,306), compared with SEK 10,755 million at year-end 1995. Of the SEK 1,735 million in tax paid, as shown in the change in net indebtedness, the major portion related to supplementary preliminary tax in Sweden for 1995. 


Interest-bearing net indebtedness includes pension liabilities of SEK 3,964 million (4,185) at the end of the period and SEK 4,055 million as at year-end 1995.


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


Investments in plant during the period totaled SEK 3,389 million (2,055), of which SEK 2,704 million (1,359) was in Sweden. Depreciation according to plan amounted to SEK 1,827 million (1,857). 


The board machine project in Skoghall (Sweden) is progressing according to plan. Accumulated payments total SEK 2,108 million, of which SEK 1,141 million relates to 1996.


The magazine paper machine project in Nova Scotia (Canada) is also proceeding according to plan. Site-preparation and construction work has commenced.





Personnel


The average number of employees in the Group as at June 30, 1996 was 24,600 (25,929). During 1995, the figure was 25,619.





Structural changes


STORA has entered into negotiations with Industri Kapital regarding the divestment of Stora Building Products. Final agreement is expected to be reached later this year. 


The preliminary purchase price for the shares is approximately SEK 865 million, which corresponds to STORAÕs book value. Following the completion of this transaction, it is estimated that STORAÕs net indebtedness will decrease by approximately SEK 950 million.





During April agreement was reached whereby Mitsubishi acquires 20 percent of the shares in Stora Spezialpapiere GmbH (Flensburg, Germany), which produces thermal papers.


 








Falun, August 7, 1996


STORA KOPPARBERGS BERGSLAGS AB


Lars-�ke Helgesson


President and Chief Executive Officer











This interim report has not been subject to examination by the CompanyÕs auditors.











The report on operations for the period January 1 to September 30, 1996 will be published on October 24, 1996.





�
CONSOLIDATED INCOME STATEMENT


(SEK m)	                  January  –  June	Full year


		1996	1995	1994	1995





Invoiced sales	24,041	29,397	23,110	57,106


Operating expenses	- 20,402	- 23,199	- 19,795	- 44,785


Restructuring costs and capital gains	71	272	584	301


Share in income of associated companies	– 	– 	15	–


Planned depreciation	  - 1,827  	- 1,856	- 1,777  	 - 3,648


Operating income	1,883	4,614	2,137	8,974


Net financial items	     - 273      	- 546	- 625	  - 954


Income after net financial items	1,610	4,068	1,512	8,020


Taxes	- 539	- 1,346	- 600	 - 2,605


Minority share	      - 11	- 37	 - 14	  - 48





Net income	1,060	2,685	898	5,367





Income per share, SEK	3.30	8.35	2.85	16.70


Income per share after restructuring costs


and capital gains, SEK	3.10	7.75	1.50	16.05

















ANALYSIS OF FINANCIAL NET


(SEK m) 	                   January  –  June	Full year


		1996	1995	1994	1995





Net interest items	- 441	- 619	- 766	- 1,147


Interest difference, translation hedge	    168	73	141	193





Net financial items	- 273	 - 546	- 625	- 954





�
SALES AND OPERATING INCOME BY PRODUCT AREA


(SEK m)


		Invoiced sales	Operating income/loss


		January  –   June	January   –   June


		1996	1995	1994	1996	1995	1994





  Power	824	799	827	- 3	70	62


  Forest1)	2,897	3,481	2,626	300	360	327


  Sawn timber	691	874	804	- 54	51	57


  Pulp	2,230	3,211	2,306	- 427	927	67


  Eliminations	- 1,173	- 1,225	- 1,086	– 	– 	– 


Base products	5,469	7,140	5,477	- 184	1,408	513


  Printing papers	7,382	7,930	5,858	1,528	1,136	330


  Technical office papers	982	1,197	1,013	- 78	0	10


  Fine papers	3,812	5,454	3,833	103	918	313


  Wholesale operations	3,193	3,821	3,105	34	146	59


  Eliminations	- 1,044 	- 1,325 	- 886 	– 	– 	– 


Graphic papers	14,325	17,077	12,923	1,587	2,200	712


Board and packaging paper	4,725	5,632	4,544	603	1,079	601	


Building products	1,721	2,092	1,754	- 67	 - 24	- 59


Financial operations	– 	– 	– 	115	82	173


Restructuring costs and capital gains	– 	– 	– 	71	272	584


Amortization of surplus values	– 	– 	– 	- 180	- 205	- 194


Other	- 2,199	- 2,544	- 1,588	- 62	- 198	- 193





Total	24,041	29,397	23,110	1,883	4,614	2,137





1)	Operating income includes capital gains in connection with the divestment of land in amounts of SEK 22 m, SEK 	15 m and SEK 33 m, respectively.


�
BALANCE SHEET


(SEK m)


		June 30, 1996	Dec. 31, 1995


Assets


Interest-bearing current assets	2,590	3,208


Other current assets	15,314	17,262


Interest-bearing long-term assets	472	484


Other fixed assets	41,145	40,649


Total assets	59,521	61,603





Liabilities and shareholders' equity


Current liabilities	9,462	11,579


Interest-bearing current liabilities	2,528	1,572


Long-term liabilities	461	485


Deferred taxes	5,884	5,739


Interest-bearing long-term liabilities	12,052	12,875


Minority interests	265	256


Shareholders' equity	28,869	29,097


Total liabilities and shareholders' equity	59,521	61,603


Interest-bearing net indebtedness	11,518	10,755


Debt/equity ratio, multiple	0.40	0.37


Equity/assets ratio,  %	48.9	47.6





�
CHANGE IN INTEREST-BEARING NET INDEBTEDNESS


(SEK m)


		    	                   January  –  June  1996		Jan. – June  


		Ongoing	Transl.	Total		1995


		operations	diff., for- 			Total


			eign units


Operating income	1,883		1,883		4,614


+/– Working capital	+ 900	+ 272	+ 1,172		- 1,553


–     Investments	- 3,389		- 3,389		- 2,055


+    Depreciation	+ 1,827		+ 1,827		+ 1,856


+/– Other changes in


      net fixed assets	     + 57	+ 985	+ 1,042		-  786


Operating cash flow	 1,278	 1,257	 2,535		 2,076





–  	Net financial items	- 273		- 273		 - 546	


+/– Taxes	- 1,814	+ 79	- 1,735		- 910


+/– Minority interests	+ 13	- 15	- 2			 - 588


–     Dividend	- 1,206		- 1,206		- 643


+/– Change in shareholders' equity


       excl. income for the period	       - 2	- 80	- 82		  + 504


Change in interest-bearing


net indebtedness	- 2,004	1,241	- 763		- 107








KEY RATIOS


		January – June	July '95-   	Full year 	July '94-


		1996	1995	June '96	1995	June '95


Net income,  SEK m	1,060	2,685	3,742	5,367	3,825


Return on shareholders' equity, %	– 	–  	13	20	15


Return on capital employed after


deduction of tax liabilities, %	– 	– 	15	22	16


Income per share, SEK	3.30	8.35	11.65	16.70	11.90


		June 30,'96	Dec. 31,'95	June 30,'95


Capital employed, SEK m	48,234	48,886	50,282


Capital employed excl. tax liabilities, SEK m	40,652	40,108	43,256


Net indebtedness, SEK m	11,518	10,755	16,306


Equity/assets ratio, %	48.9	47.6	41.9


Debt/equity ratio, multiple	0.40	0.37	0.61


Reported shareholders' equity per share, SEK	90	91	83


Adjusted shareholders' equity per share1), SEK	129	125	117





1)	Including surplus value in forest and power assets.


�
QUARTERLY DATA








Invoiced sales by product area


(SEK m)


			1994				1995		1996


		      III	IV	        I	II	III	IV	        I	II





  Power	282	465	498	301	267	455	525	299


  Forest	1,118	1,432	1,794	1,687	1,415	1,680	1,545	1,352


  Sawn timber	373	558	403	471	378	488	304	387


  Pulp	1,304	1,519	1,759	1,852	2,004	1,522	1,120	1,110


  Eliminations	 - 510	- 658	 - 739	- 716	 - 675	- 688	  - 633	- 540


Base products	2,567	3,316	3,715	3,595	3,389	3,457	2,861	2,608					


  Printing papers	3,426	3,774	3,826	4,104	4,896	4,575	3,731	3,651


  Technical office papers	532	601	586	611	540	531	541	441


  Fine papers	2,028	2,371	2,855	2,599	2,051	2,002	2,106	1,706


  Wholesale operations	1,499	1,747	1,942	1,879	1,615	1,730	1,728	1,465


  Eliminations	 - 480	- 542	 - 571	- 570	- 564	- 566	 - 678	- 366


Graphic papers	7,005	7,951	8,638	8,623	8,538	8,272	7,428	6,897


Board and packaging paper	2,404	2,406	2,680	2,952	2,590	2,272	2,510	2,215


Building products	955	1,012	917	1,175	918	978	826	895


Other	  - 690	- 1,142	- 1,630	- 1,268	- 1,550	- 1,155	- 1,195	- 1,004


Total	12,241	13,543	14,320	15,077	13,885	13,824	12,430	11,611


�



Adjusted operating income/loss by product area


(SEK m)


			1994				1995		1996


		      III	IV	     I	II	III	IV	         I	II





  Power	- 127	37	116	- 46	- 93	105	79	- 82


  Forest	131	215	160	200	165	272	139	161


  Sawn timber	33	66	37	14	- 60	- 40	- 34	- 20


  Pulp	     150	359	 432	495	695	386	- 35	- 392


Base products	187	677	745	663	707	723	149  	- 333


  Printing papers	221	306	468	668	1,115	1,073	832	696


  Technical office papers	- 7	- 32	- 8	8	- 11	- 41	- 17	- 61


  Fine papers	172	318	434	484	277	263	97	6


  Wholesale operations	    16	15	   81	65	32	24	  27	7


Graphic papers	402	607	975	1,225	1,413	1,319	939	648


Board and packaging paper	345	277	492	587	392	187	371	232


Building products	- 13	- 11	- 42	18	- 45	- 66	- 54	- 13


Financial operations	76	132	42	40	49	108	64	51


Amortization of surplus


  values	- 97	- 100	- 101	- 104	- 101	- 97	- 91	- 89


Other	   - 53	- 113	- 108	- 90	- 86	- 172	  - 23	- 39


Adjusted operating income	847	1,469	2,003	2,339	2,329	2,002	1,355	457


Operating margin, %	6.9	10.8	14.0	15.5	16.8	14.5	10.9	3.9


Non-recurring items	  - 39	- 47	       100	172	43	- 14	       –	71   


Reported operating income	808	1,422	2,103	2,511	2,372	1,988	1,355	528





Net financial items:


Net interest items	- 349	- 306	- 300	- 319	- 282	- 246	- 214	- 227


Interest difference,


  translation hedge	       69	61	     34	39	40	80	     74	94


Net financial items	- 280	- 245	- 266	- 280	- 242	- 166	- 140	- 133


Reported income after


net financial items	528	1,177	1,837	2,231	2,130	1,822	1,215	395











DISTRIBUTION OF SHARES


		Series A	Series B	Total





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