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The Group's results will be presented at a press conference to be held at 2 p.m. today in the STORA offices at No. 15, Västra Trädgårdsgatan, central Stock�holm.







report on 1996 operations



*	Invoiced sales				SEK 45,161 million (57,106)

*	Income after net financial items	SEK 2,349 million (8,020)

*	Net income after tax			SEK 1,560 million (5,367)

*	Income per share				SEK 4.85 (16.70)

*	Proposed dividend				SEK 3.75 (3.75)





Sales and earnings

The GroupÕs invoiced sales amounted to SEK 45,161 million (SEK 57,106 million in 1995). The difference was due to a 5-percent decrease in delivery volumes and to a deterioration in the price of virtually all products. In addition, the appreciation in the value of the Swedish krona (SEK) had an adverse effect on sales of SEK 2,750 million. The units divested during the year, Stora Building Products and Newton Falls, accounted for another SEK 2,785 million of the downturn.



Income after net financial items amounted to SEK 2,349 million (8,020). Income includes a nonrecurring loss of SEK 37 million (income: 301). The GroupÕs earnings were negatively affected by lower prices and delivery volumes in an amount of SEK 4,700 million and by SEK 750 million due to the appreciation of the SEK. Earnings were additionally affected by the extensive investment program currently in progress within the Group. Start-up and fine-tuning operations resulted in additional costs.

�

The financial net improved to an expense of SEK 510 million (expense: 954) as a result of reduced borrowing and decreasing interest rates. The stronger SEK contrib�uted SEK 90 million towards the improvement in the financial net. No interest was capitalized in connection with ongoing investment projects. 



Net income, after tax and minority shares, was SEK 1,560 million (5,367). Tax for the 1996 fiscal year amounted to SEK 770 million (2,605), or 33 percent (32) of income before taxes. 



The GroupÕs income per share was SEK 4.85 (16.70). 

The return on capital employed, after deduction for tax liabilities, was 7 percent (22). The return on shareholdersÕ equity was 5 percent (20). 



The operating cash flow was positive and totaled SEK 2,643 million (7,832), of which currency translation accounted for SEK 788 million (922). After deduc�tions for net financial items, taxes and dividends, the GroupÕs interest-bearing net indebtedness rose by SEK 1,658 million.



Markets and deliveries

A weak economic trend in Europe affected the markets for paper and board. This was aggravated by inventory reductions and savings measures among customers during the first half of the year. Delivery volumes recovered during the second six months and for comparable units volumes were about 8 percent above the level for the first half. Demand in the U.S. was slightly better due to a stronger economic trend. 



Following a weak start to the year, order bookings for fine papers and uncoated maga�zine paper (SC) and coated magazine paper (LWC) improved during the second half. This applied particularly to LWC paper. Orders re�ceived for board and pack�aging paper improved gradually during the year. The market for pulp remained weak throughout the year. The market for sawn tim�ber improved during the second six months.



Translated into SEK, average prices for STORAÕs pulp, paper and board prod�ucts were 12 percent lower than in 1995.



STORAÕs shipments of pulp, paper and board decreased by 5 percent and amounted to 6,342,000 tonnes (6,662,000). The Group maintained its market shares. The level of finished goods inven�tories in tonnes re�mained unchanged.

�Power

Electricity consumption in Sweden totaled slightly more than 140 TWh, which was in line with the preceding year. The cold start to the year resulted in very high electricity utilization and a slight increase in the level of consumption was noted for the year as a whole. The reason for the increase not being higher was due to the warmer conditions at the end of the year. 

The insignificant spring run-off and the dry summer led to high electricity prices. Prices stabilized towards the end of the year.

Strong precipitation during November improved reservoir levels, which were low earlier but are now largely normal again in our area. However, levels in the Scandinavian system as a whole remain low.

As a result of the low precipitation at the beginning of the year, STORAÕs hydro power production declined by 25 percent. Most of the decrease was replaced by increased nuclear power production, coal and oil-based power, at higher costs. 

During the autumn, further participations were acquired in the Forsmark power group corresponding to 110 GWh, with access as of January 1, 1997.

A refinancing of Kopparkraft was implemented during the year, which will improve earnings as from and including 1997 (Further details available under ÒOtherÓ).



Forest and sawn timber

The wood market is currently characterized by good access to pine and deciduous pulp�wood, spruce pulpwood is in balance, while there is a slight shortage of saw timber. The supply of wood from forest owners is low. Felling in the GroupÕs own forests remained at the same level as during 1995. Average wood prices were lower, compared with the preceding year.



Building activity in the domestic market remained low, while Japan and the U.S. reported growth. Deliveries of sawn timber from CIS countries remained at a low level. The market for spruce products was better than for pine. Demand for sawn timber improved during the autumn. The new market, Japan, accounted for 4 percent of STORAÕs total spruce timber ship�ments. In relation to the bottom level noted in summer 1996, prices during the first quarter of 1997 rose by about 20 percent for pine and 25 percent for spruce.

Start-up and fine tuning of the new sawmill line at Gruvšn (Sweden) resulted in addi�tional costs.



Pulp

Demand was affected by decreased paper and board production in Europe and North America. The market was also affected by inventory levels which re�mained high. Despite substantial production curtailments within the Norscan region, inventory levels were unsatisfactory at the end of the year. 

The increased demand for fine papers improved the market for short-fiber pulp. At year-end, the price level for long-fiber pulp remained at USD 560 per tonne, while the price of short-fiber pulp was about ECU 420 per tonne. 

�Printing papers

The market for printing papers was affected by inventory adjustments, switches between different paper grades and savings measures implemented by printers and newspaper publishers.



Total deliveries of newsprint declined by about 5 percent in Western Europe. Exports from Canada to Europe increased by approximately 25 percent, due to the lower price levels prevailing in the U.S. In combination, these factors led to the introduction of production curtailments among European producers. Price levels remained stable during the first half of the year but declined by 3-5 per�cent since July, depending on the market. Larger price adjustments were made in the U.K. market. The extensive supplies of printing paper available in Europe led to further price reductions of about 15 percent, as of year-end 1996.



Total shipments of SC paper in Europe declined by 4 percent. The U.S. market was characterized by weak demand. Prices during the second half of the year declined by around 8 percent.

 

The weak market conditions were most noticeable for LWC paper. SC paper and coated fine papers captured market share from LWC. Following a weak start, deliveries increased during the latter part of the year. Total deliveries to Western Europe declined by about 11 percent. The lower level of deliver�ies resulted in production curtailments. During the year, prices were reduced by 25-30 percent. In January 1997, price hikes of 5-7 percent were announced. 



For carbonless paper, total deliveries to Western Europe increased by 8 percent. The severe competition led to sharp price reductions. During the latter part of the year, prices were raised. Further increases have been announced for Febru�ary 1997. 



For thermal papers, total deliveries in Europe rose 18 percent. The prices of certain grades were reduced by 34 percent during the first eight months of the year. Towards the end of the year prices were raised. An additional increase has been announced for February 1997. 



Production costs for all printing paper grades are higher during the winter half of the year due to seasonal adjustments in electricity prices.



In Langerbrugge, the rebuilding of PM3 led to extra costs in connection with the restart in November.



Fine papers

Total deliveries of uncoated fine papers increased by 2 percent, while for coated fine papers the increase was 10 percent.�Sales of fine papers during the first quarter were low, due to inventory reduc�tions among customers. Market conditions improved during the second quarter. Order bookings were higher than the actual consumption increase, due to cer�tain inventory build-ups at wholesalers and printers. During the final quarter, demand returned to normal, but the market remained strong for both uncoated and coated grades.

Price increases were implemented during the autumn in all European markets. An additional increase was implemented at year-end in Germany. Fine paper prices are affected by the trend of paper pulp prices.



Wholesale operations

The GroupÕs wholesale companies were affected by the changed market scenario for fine papers. During the year, wholesale operations strengthened their presence in Eastern Europe through the establishment of operations in Estonia and Latvia and the acquisition of a paper merchant, PN Papier, based in Poznan, Poland. 

The deterioration in fine paper prices during the year led to inventory write-downs, which contributed to earnings for wholesale operations being lower than for 1995.



Board and packaging paper

The market for board and packaging paper was affected by inventory run-downs among packaging converters and end-users during the first half of the year and then improved. The strongest order bookings were noted for liner and fluting. The market for kraft paper improved gradually. The order situation for sack paper was weaker. Production of unbleached sack paper in Skoghall was terminated during May. The machine has been dismantled and sold.



Liquid packaging board continued to show stable development, both in terms of vol�umes and prices. On average, the price of packaging board was 12 percent lower than in the preceding year, with considerable variations between grades. The greatest price declines were shown by the recycled fiber grades. Prices stabilized during the final quarter.

The substantial changes being made in Skoghall in connection with the KM8 project, including rebuilding work and test running new products on the KM7, had an adverse effect on earnings, a situation that will continue until after the commissioning of the new machine.

Production curtailments at Gruvšn during the early part of the year and an ex�tended investment and maintenance stoppage during the autumn had an adverse effect on packaging paper volumes.



Financial Operations

Financial markets were characterized by increased uncertainty with regard to the American economy. This affected business opportunities within the GroupÕs Financial Operations. Earnings were generated in the inter�est rate and cur�rency markets, as well as in share-related instruments. Earnings do not include interest on shareholdersÕ equity or internal margins.

�Financial position

The GroupÕs equity/assets ratio at the end of the year was 48.0 (47.6) percent and the debt/equity ratio was 0.42 times (0.37).

Interest-bearing net indebtedness amounted to SEK 12,413 million (10,755). Of the SEK 2,613 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 included pension liabilities of SEK 3,949 million (4,055).

At year-end 1996, the Group had granted but unutilized credit lines amounting to SEK 9.5 billion.

To protect the shareholdersÕ equity in the Group, STORA had loans/forward contracts corresponding to 50 percent of its assets in individual currencies at year-end.



Capital expenditures

Investments in plant during the period totaled SEK 7,435 million (5,455), of which SEK 5,469 million (3,852) was in Sweden. Depreciation according to plan amounted to SEK 3,488 million (3,648). 

The board machine project in Skoghall (Sweden) is progressing according to plan. Accumulated payments total SEK 3,059 million, of which SEK 2,007 million related to 1996.

The magazine paper machine project in Nova Scotia (Canada) is also proceed�ing according to plan. To date, SEK 611 million has been invested in this proj�ect.



Personnel

The average number of employees in the Group during 1996 was 22,716 (25,619). The change is attributable to the sale of companies.



Other

The sale of Stora Building Products to Industri Kapital was concluded on Sep�tember 30. The divestment was effective retroactively as of July 1, 1996 and resulted in STORAÕs net indebtedness being reduced by SEK 905 million, and in a capital loss on the sale of SEK 30 million, which was charged against third-quarter earnings.



Effective December 31, 1996, a refinancing of Kopparkraft has been imple�mented, which means that the former partnership-financing agreement has been dissolved in accordance with the terms of the option agreement and the partners replaced by new ones. The new financiers, a consortium with considerably fewer participants than originally, is led by Nordbanken. In addition, STORA contributes approximately SEK 2 billion of the financing. Under the terms of the new agreement, the price for the re�purchase of the power assets is fixed at the current value, SEK 8.3 billion (corre�sponding to SEK 2.30 per kWh). All of the underlying agreements remain unchanged, but in a more simplified form. The option dates for repurchasing the assets remain un�changed and relate to the years 1998, 2003 and 2007.�

At present interest-rate levels and based on the current distribution between fixed and variable interest rates, the agreement means that operating income improves by approximately SEK 150 million as of the beginning of 1997.



In December, as part of its program to streamline the GroupÕs operations, STORA sold its entire holding in SAS Sverige AB. The sales amount was SEK 231 million and the capital gain was SEK 189 million.



Dividend proposal

The Board of Directors proposes that a dividend of SEK 3.75 (3.75) per share be paid for the 1996 fiscal year and that March 25 be adopted as the record date. The proposed dividend corresponds to a total of SEK 1,206 million. 



Annual General Meeting

STORAÕs Annual General Meeting will be held on Thursday, March 20, 1997 in Falun, Sweden.





Falun, January 29, 1997

STORA KOPPARBERGS BERGSLAGS AB

Lars-�ke Helgesson

President and Chief Executive Officer







This year-end report has not been subject to a final audit by the CompanyÕs auditors.





The annual report will be published at the beginning of March 1997.

The Annual General Meeting of shareholders will be held at 4 p.m. on March 20, 1997 in Falun, Sweden.

The interim report on the first three months of 1997 will be published on April 24, 1997.

�CONSOLIDATED INCOME STATEMENT

(SEK m)

		1996	1995	1994



Invoiced sales	45,161	57,106	48,894

Operating expenses	- 38,777  	- 44,785	- 41,490

Nonrecurring items	- 37	1)	301	498

Share in income of associated companies	-	-  	31	

Planned depreciation	  - 3,488 	  -  3,648	- 3,566

Operating income	2,859	8,974	4,367

Net financial items	         - 510	    - 954	- 1,150

Income after net financial items	2,349	8,020	3,217

Taxes	- 770 	 - 2,605	- 1,126

Minority share	      - 19  	       - 48	- 53



Net income	1,560	5,367	2,038



Income per share, SEK	4.85	16.70	6.35

Income per share before restructuring

costs and capital gains/losses, SEK	5.00	16.05	5.30





ANALYSIS OF FINANCIAL NET

(SEK m)

		1996	1995	1994



Net interest items	- 824	- 1,147	- 1,421

Interest difference, translation hedge	      314 	       193      	271



Net financial items	- 510	- 954	- 1,150





1)	Nonrecurring dividend, SAS					71

	Capital gain, SAS shares					189

	Writedown of fixed assets and planned restructuring			- 267	*

	Capital loss in connection with sale of Stora Building Products		- 30

						- 37

	*) Of which, liquidity effect SEK 60 million.



�SALES AND OPERATING INCOME BY PRODUCT AREA

(SEK m)

		Invoiced sales	Operating income/loss  

		1996	1995	1994	1996	1995	1994

  Power	1,569	1,521	1,574	- 15	82	- 28

  Forest1)	5,428	6,576	5,176	654	797	673

  Sawn timber	1,470	1,740	1,735	- 97	- 49	156	

  Pulp	4,240	7,137	5,129	- 703	2,008	576

  Eliminations	- 2,336	- 2,818	- 2,254	-	- 	- 

Base products	10,371	14,156	11,360	- 161	2,838	1,377

  Printing papers	15,219	17,401	13,058	2,730	3,324	857

  Technical office papers	1,863	2,268	2,146	- 255	- 52	- 29

  Fine papers	7,251	9,507	8,232	177	1,458	803

  Wholesale operations	5,897	7,166	6,351	74	202	90

  Eliminations	- 1,875	- 2,271	- 1,908	-	- 	- 

Graphic papers	28,355	34,071	27,879	2,726	4,932	1,721

Board and packaging paper	8,871	10,494	9,354	699	1,658	1,223

Financial operations	-	- 	- 	166	239	381

Divested units	1,721	3,988	4,163	- 67	- 135	- 81

Nonrecurring items	-	- 	- 	- 37		301	498

Amortization of surplus values	-	- 	- 	- 356	- 403	- 391

Other	- 4,157	-� 5,603	- 3,862	- 111	- 456	- 361

Total	45,161	57,106	48,894	2,859	8,974	4,367



1)	Operating income includes capital gains in connection with the divestment of land 	

	in amounts of SEK 40 million, SEK 39 million and SEK 83 million, respectively.



�EXTERNAL INVOICING BY MARKET

(SEK m)

		1996	% of	1995	% of	1994	% of

			total		total		total

Germany	9,406	22	11,450	22	9,956	22

Sweden	6,848	16	7,709	15	6,610	15

Great Britain	5,634	13	6,349	12	5,305	12

France	4,198	10	5,405	10	4,462	10

The Netherlands	2,229	5	2,692	5	2,395	5

Denmark	1,926	4	2,278	4	1,837	4

Belgium	1,817	4	2,568	5	1,753	4

Italy	1,771	4	2,597	5	2,098	5

Norway	936	2	1,276	2	1,040	2

Rest of Europe	  4,029	9	    4,727	9	3,772	9

Total Europe	38,794	89	47,051	89	39,228	88

U.S. and Canada	1,339	3	2,321	4	2,373	5

Other markets	  3,307 	8	 3,753	7	3,136	7

		43,440	100	53,125	100	44,737	100

Divested units	  1,721  	    	3,981		4,157	

Total	45,161		57,106		48,894  	



�BALANCE SHEET

(SEK m)

		Dec 31, 1996	Dec 31, 1995	Dec 31, 1994

Assets

Interest-bearing assets	5,101	3,692	4,265

Current assets	14,068	17,262	16,004

Fixed assets	42,864	40,649	40,440

Total assets	62,033	61,603	60,709



Liabilities and shareholders' equity

Operating liabilities	7,830	9,025	8,700

Interest-bearing liabilities	17,514	14,447	20,464

Tax liabilities	6,935	8,778	6,589

Minority interests	269	256	825

Shareholders' equity	29,485	29,097	24,131

Total liabilities and shareholders' equity	62,033	61,603	60,709



Interest-bearing net indebtedness	12,413	10,755	16,199

Debt/equity ratio, multiple	0.42	0.37	0.65

Equity/assets ratio, %	48.0	47.6	41.1



�CHANGE IN INTEREST-BEARING NET INDEBTEDNESS

(SEK m)

		    		          January  –  December  1996	1995

		Ongoing	Transl.	Divest-	

		operations	diff., for-	ments/ac- 	Total	Total

			eign units	quisitions		

Operating income	2,889		- 30	2,859	8,974

+/– Operating receivables/liabilities	515	44	-133	426	 641

+    Inventories	1,043	98	425	1,566	- 1,497

–     Investments	- 7,435			- 7,435	- 5,455

+    Depreciation	3,488			3,488	3,648

+/– Other changes in

      net fixed assets	      388	646	705	1,739	1,521

Operating cash flow	888	788	967	2,643	7,832

– 	Net financial items	- 510			- 510	- 954

+/– Taxes	- 2,591	40	- 62	- 2,613	- 416

+/– Minority interests	6	- 12		- 6		- 617

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

+/– Change in shareholders' equity

       excl. income for the year	          12	 22		34	242

Change in interest-bearing

net indebtedness	- 3,401	838	905	- 1,658	5,444



KEY RATIOS

				1996	1995	1994

Net income, SEK m			1,560	5,367	2,038

Return on shareholders' equity, %		 	5	20	8

Return on capital employed after

deduction of tax liabilities, %	 	 	7	22	10

Income per share, SEK			4.85	16.70	6.35



		Dec 31, '96	Dec 31, '95	Dec 31, '94

Capital employed, SEK m	49,102	48,886	47,744

Capital employed excl. tax liabilities, SEK m	42,167	40,108	41,155

Net indebtedness, SEK m	12,413	10,755	16,199

Equity/assets ratio, %	48	48	41

Debt/equity ratio, multiple	0.42	0.37	0.65

Reported shareholders' equity per share, SEK	92	91	75

Adjusted shareholders' equity per share1), SEK	133	125	109



1)	Calculated in accordance with the Annual Report.

�QUARTERLY DATA



Consolidated income statement

(SEK m)

		1994				1995				1996

		        IV	        I	II	III	IV	        I	II	III	IV



Invoiced sales	13,543	14,454	14,817	13,990	13,845	12,430	11,611	10,209	10,911

Operating exp.	-11,173	-11,536	-11,537	-10,763	-10,949	-10,163	-10,239	- 8,909	- 9,466

Nonrec. items	- 47	100	172	43	- 14	0	71	- 30	- 78

Planned deprec.	- 901	- 915	- 941	- 898	- 894	- 912	- 915	- 831	- 830

Operating income	1,422	2,103	2,511	2,372	1,988	1,355	528	439	537

Net financial items	 - 245	- 266	- 280	- 242	- 166	- 140	- 133	- 127	- 110

Income after

net financial items	1,177	1,837	2,231	2,130	1,822	1,215	395	312	427

Taxes	- 351	- 611	- 735	- 699	- 560	- 407	- 132	- 111	- 120

Minority share	  - 29	- 30	- 7	- 8	- 3	- 6	- 5	5	- 13



Net income	797	1,196	1,489	1,423	1,259	802	258	206	294



Invoiced sales by product area

(SEK m)

		1994				1995				1996

		      IV   	        I	II	III	IV	        I	II	III	IV



  Power	465	498	301	267	455	525	299	280	465

  Forest	1,432	1,794	1,687	1,415	1,680	1,545	1,352	1,203	1,328

  Sawn timber	558	403	471	378	488	304	387	338	441

  Pulp	1,519	1,759	1,852	2,004	1,522	1,120	1,110	1,064	946

  Eliminations	 - 658	 - 739	- 716	 - 675	- 688	  - 633	- 540	- 539	- 624

Base products	3,316	3,715	3,595	3,389	3,457	2,861	2,608	2,346	2,556

  Printing papers	3,774	3,826	4,104	4,896	4,575	3,731	3,651	3,799	4,038

  Tech. off. papers	601	586	611	540	531	541	441	424	457

  Fine papers	2,371	2,855	2,599	2,051	2,002	2,106	1,706	1,565	1,874

  Wholesale op.	1,747	1,942	1,879	1,615	1,730	1,728	1,465	1,322	1,382

  Eliminations	- 542	 - 571	- 570	- 564	- 566	 - 678	- 366	- 375	- 456

Graphic papers	7,951	8,638	8,623	8,538	8,272	7,428	6,897	6,735	7,295

Board and pack-

aging papers	2,406	2,680	2,952	2,590	2,272	2,510	2,215	2,172	1,974

Divested units	1,012	917	1,175	918	978	826	895	-	- 	

Other	- 1,142	- 1,496	- 1,528	- 1,445	- 1,134	- 1,195	- 1,004	- 1,044	- 914

Total	13,543	14,454	14,817	13,990	13,845	12,430	11,611	10,209	10,911

�Adjusted operating income/loss by product area

(SEK m)

		1994				1995				1996

		       IV	     I	II	III	IV	         I	II	III	IV

  Power	37	116	- 46	- 93	105	79	- 82	- 113	101

  Forest	215	160	200	165	272	139	161	147	207

  Sawn timber	66	37	14	- 60	- 40	- 34	- 20	- 47	4

  Pulp	359	 432	495	695	386	- 35	- 392	- 85	- 191

Base products	677	745	663	707	723	149  	- 333	- 98	121

  Printing papers	306	468	668	1,115	1,073	832	696	747	455

  Tech. off. papers	- 32	- 8	8	- 11	- 41	- 17	- 61	- 117	- 60

  Fine papers	318	434	484	277	263	97	6	- 78	152

  Wholesale op.	 15	   81	65	32	24	  27	7	18	22

Graphic papers	607	975	1,225	1,413	1,319	939	648	570	569

Board and pack-

aging paper	277	492	587	392	187	371	232	118	- 22

Financial operations	132	42	40	49	108	64	51	17	34

Amortization of

surplus values	- 100	- 101	- 104	- 101	- 97	- 91	- 89	- 88	- 88

Other	- 113	- 108	- 90	- 86	- 172	  - 23	- 39	- 50	1

Adjusted

operating income	1,480	2,045	2,321	2,374	2,068	1,409	470	469	615

Operating margin, % 	11.8	15.1	17.0	18.2	16.1	12.1	4.4 	4.6	5.6

Divested units	- 11	- 42	18	- 45	- 66	- 54	- 13	0	0

Nonrecurring items	 - 47	       100	172	43	- 14	       –	71	- 30	- 78   

Reported operating

income	1,422	2,103	2,511	2,372	1,988	1,355	528	439	537

Net financial items:

Net interest items	- 306	- 300	- 319	- 282	- 246	- 214	- 227	- 208	- 175

Interest difference,

translation hedge      	61	     34	39	40	80	     74	94	81	65

Net financial items	- 245	- 266	- 280	- 242	- 166	- 140	- 133	- 127	- 110

Reported income after

net financial items	1,177	1,837	2,231	2,130	1,822	1,215	395	312	427



DISTRIBUTION OF SHARES

		Series A	Series B	Total

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