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Swedish Match Report on 1996 Operations

Interim Report January—-March 1997

Swedish Match sales during the first quarter of 1997 Operating income before nonrecurring items amoun-
declined 3 percent to SEK 1,684 M, compared with SEK ted to SEK 334 M, an increase of SEK 15 M compared
1,733 M during the corresponding period in 1996. The with the first quarter of 1996. In terms of earnings,
Cigarettes Division reported the largest shortfall in sales, higher prices and volumes for Chewing Tobacco and
due to extensive hoarding (estimated at SEK 75 M) Snuff more than offset the effect on operating income of
toward year-end 1996 because of the tax increase intro- the decline in cigarette sales, which was largely, SEK 45
duced on January 1, 1997. M, due to hoarding in Sweden.

Swedish Match Jan-March 1997

First three months

(SEK M) 1997 1996
Sales 1,684 1,733
Operating income before

nonrecurring items 334 319
Operating income 334 319
Income before taxes

and minority interests 352 298
Net income 234 219

Sales per division

First three months 12 months ended Full year
(SEK M) 1997 1996 Percent change Mar. 31, 1997 1996
ChewmgTobacco ..................................................... 295 ..................... 2 48 ........................................ 19 ........................... 10901043
C|garettes .................................................................. 349425 ..................................... —18 ........................... 19071983
C|gar5151 ..................... 159 ....................................... _5 .............................. 670 .................. 678

L|gh ters ..................................................................... 211 ..................... 2 12 .......................................... 0 .............................. 845 .................. 846

Matches .................................................................... 303 ..................... 3 29 ....................................... -8 ........................... 12151241

P|peTobacc037 ....................... 49 ..................................... _24 .............................. 184 .................. 196

Snuff .......................................................................... 238 ..................... 2 01 ........................................ 18 .............................. 937 .................. 900
Groupw|deoperat|onsande||m|nat|ons100 ..................... 110 .......................................................................... 519 .................. 529
Total .................................................................... Lo8a 1733 3 7 367 7416

Operating income before nonrecurring items, per division

First three months 12 months ended Full year

(SEK M) 1997 1996 Percent change Mar. 31, 1997 1996
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’ Share of

. Share of Group Oper-
Group Sales, 18%

ating Income, 27%

Chewing Tobacco operates almost exclusively in the
North American market.

Sales during the first three months of 1997 amounted
to SEK 295 M, an increase of SEK 47 M, or 19%, com-
pared with the corresponding period in 1996. The incre-
ase was attributable primarily to premium products in

the Red Man brand line and the stronger U.S.
currency. Operating income rose from SEK
59 M to SEK 104 M, based mainly on
higher sales, a greater percentage of
high-price products and cost savings.

. Share of

Group Sales, 21%

- Share of Group Oper-
ating Income, 24%

Sales of cigarettes and tobacco for roll-your-own ciga-
rettes is primarily in Sweden but also in Estonia and
certain other export markets.

Sales during the first quarter of 1997 totaled SEK
349 M, a decline of SEK 76 M compared with the cor-
responding period last year. The decline was due essen-
tially to hoarding prior to the introduction of higher

cigarette tax at year-end 1996. Operating in-

o

come fell from SEK 143 M during the first e ¥
quarter of 1996 to SEK 94 M this year. The B-I'E'r B
effect of hoarding toward year-end 1996 on c{_ AT
operating income during the first quarter of . g

1997 has been estimated at approximately
SEK 45 M.

v

' Share of Group Oper-
ating Income, 8%

' Share of
Group Sales, 9%

Western Europe is the division’s most important market.
Cigars are also exported to a large number of other mar-
kets.

Sales during the first quarter of 1997 amounted to
SEK 151 M (159). The decline was caused mainly by

changes in currency exchange rates. Operating %
income rose to SEK 30 M (25). The launch AN

of premium cigars was initiated in the U.S.
during the quarter, but the launch had no
significant impact on quarterly results.

’ Share of Group Oper-
ating Income, 3%

' Share of
Group Sales, 13%

The division markets disposable lighters in virtually all
lighter markets around the world.

Sales during the first quarter of 1997 amounted to
SEK 211 M (212). Sales volumes were somewhat lower

than last year, primarily in North America and
Asia. Operating income declined from SEK 11
M to SEK 10 M due to lower volumes.

’ Share of

Group Sales, 18%

' Share of Group Oper-
ating Income, 7%

The division markets matches primarily in Western
Europe and Brazil, but it also has large export volumes
in markets around the world.

Sales during the first quarter of 1997 amounted to
SEK 303 M, a decline of SEK 26 M compared with the
corresponding period last year. The decline was caused

mainly by lower volumes. Operating income

totaled SEK 26 M, virtually unchanged from
the first quarter of 1996. Improvements in
productivity compensated for effects on
income caused by lower volumes.
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’ Share of ’
Group Sales, 2%

Share of Group Oper-
ating Income, 1%

The division is responsible for the Company’s pipe
tobacco business worldwide, but its primary markets
are the U.S. and Sweden.

Sales during the first three months of 1997 fell to
SEK 37 M from SEK 49 M during the corresponding
period last year, primarily the result of large deliveries to

Switzerland and the U.S. that were planned for %
1997, but made already in the autumn of 1996.
As a result, operating income declined from SEK
9 M during the first quarter of 1996 to SEK 5 M
this year.

’ Share of

3 o es 14% . Share of Group Oper-
roup Sales, o

ating Income, 30%

The division markets moist snuff products mainly in the
growing markets in Sweden and the U.S.

Sales during the first quarter amounted to SEK 238
M, an increase of SEK 37 M compared with the corres-
ponding period last year. The increase in Swedish

Match’s market share in the U.S. continues.
Operating income improved as a result of
higher volumes and prices in Sweden and
the U.S., from SEK 86 M to SEK 115 M.

Net interest improved compared with the first quarter
of 1996 as a result of lower net debt. Other financial
items, reflecting a net total of SEK 21 M (9), are attri-
butable primarily to exchange gains on financial assets
and liabilities.

Group investments in tangible assets during the first
three months of 1997 amounted to SEK 53 M (51).
Liquid funds, including short-term investments, totaled
SEK 395 M at the close of the three-month period
under review, compared with SEK 942 M at the begin-
ning of 1997. Net debt at the end of the period was
SEK 519 M, an increase with SEK 442 M from year-
end 1996. The net debt at year-end 1996 was low due
to the fact that liabilities for income taxes and tobacco
excise taxes were a total of approximately SEK 500 M
higher than normal. These liabilities have been paid
down and are now at a normal level.

The average number of Group employees during the
first three months of 1997 was 6,321, compared with
6,840 during the same period in 1996. The average
number of employees in Sweden was 1,444, compared
with 1,554 last year.

In its budget proposal, the Swedish government has
announced a 29 percent excise tax increase on cigaret-
tes, effective August 1, 1997. To date, it has been possi-
ble for Swedish Match to compensate for lower volu-
mes attributable to higher tax through increased prices.
However, the new tax increase will make cigarettes in
Sweden much more expensive than in most neighboring
countries. Consequently, the scope for further price
increase is limited.

This report has not been reviewed by Swedish Match’s
auditors.

The interim report for the first six months of 1997 is
scheduled to be released on August 12, 1997.

S Q_K_’—

Goran Lindén
President and Chief Executive Officer
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Group income statement

First three months 12 months ended Full year
(SEK M) 1997 1996 Percent change Mar. 31, 1997 1996
s L 3 T 3383 ....................................... Ty . 4805 ............ i 007
Lesstobaccotax ................................................ _1497 .............. —1650 .......................................... 9—7438 ,,,,,,,,,,, _7591
Sales .................................................................. Losa v _3 ............... 7 367 7416
Costofgoodssold ................................................ gy e 10—3567 ,,,,,,,,,,, —3653
Grossproflt ...................................................... o= aag R 3.800 3.763
Salesandadm|n|strat|oncostsetc ..................... . —4—2078 ,,,,,,,,,,, —2056
Share - e a o gs of assouated companles ................... 5 ......................... 5 ............................................................................ 16 .................... 16
O p e ratlng mcome be fo re .........................................................................................
nonrecurring items 334 319 5 1,738 1,723
Nonrecurr|ng|tems ...................................................... S S S
Operatlnglncome .......................................... T34 Sig g Lo1s 1600
Interestnet—3 .................... gy TR
Otherf|nanC|aI|temsnet21 ......................... g e i
N fr 5 Ty a1 —
Income before income taxes
and minority interests 352 298 18 1,584 1,530
e R Sl Ty e e
Mlnorltylnterests—z ......................... [ o s
N oz T34 Spg S 1124 1109

Group balance sheet

(SEKM)

Intangible fixed assets

Net debt 519 77
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Key data
12 months ended Full year
March 31, 1997 1996
O p e rat|ng marg |n %* ...................................................................... 236 ......................... 23 2
Return onope ratmg cap|ta| %* ..................................................... 498 ......................... 49 9
R eturn on sharehol ders equ|ty . % ................................................. 54 5 ......................... 57 ; 3
.l n trest coverage . t| mes .................................................................... 10 6 ........................... g 6
Debt/equ|ty rat|o% ........................................................................ 188 ........................... 3 2
Equ|ty/assets % .............................................................................. 42 1 ......................... 34 4
.I n vestme n ts S EK . M ......................................................................... 219 .......................... 217
O p e rat|ng cash ﬂow SEKM* ....................................................... 1712 ....................... 1 96 8
Averagenumberofem pIo y e e s ..................................................... 6321** .................... 658 0

Share data
Incomeper share afterfull tax ................................................................................................
.......... beforenonrecurr|ng|temsSEK262259
.......... afternonrecurnngnemsSEK242239
Shareholders equ|ty pershareSEK ............................................. 582 ......................... 4 99
Number of shares outstanding 463558252 463,558,252

* Before nonrecurring items
** First three months

Quarterly data

(SEK M) Q1/96 Q2/96 Q3/96 Q4/96 Q1/97
Sl I T o sass s ages e 5181
Lot tabatoo tm s S S S Ry
o 733 © 548 L a5e 080 o84
Cost o giods said Ty To00 T e R o
Gross profit a40 oss — To1s =
ol A A T R RO Cers
Sharos of income n assosiated companias o g R S .

Operating income before

nonrecurring items 319 422 482 500 334

Income before income taxes

and minority interests 298 274 465 493 352

In e taxe:

Minority interests

Net income
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Sales per division

Full year
(SEK M) Q1/96 Q2/96 Q3/96 Q4/96 1996 Q1/97

Total 1,733 1,848 1,855 1,980 7,416 1,684

Operating income before nonrecurring items, per divisions

Full year
(SEK M) Q1/96 Q2/96 Q3/96 Q4/96 1996 Q1/97

To facilitate comparison, historical data for the years 1993-1995 is presented
in this interim report based on the new organization.

Sales per division

Full year  Full year Full year
(SEK M) 1993 1994 Q1/95 Q2/95 Q3/95 Q4/95 1995

Operating income before nonrecurring items, per division

Full year Full year Full year

(SEK M) 1993 1994 Q1/95 Q2/95 Q3/95 Q4/95 1995
.......................................................................................... 264277389490114336
.......................................................................................... 631775115215233223786
............................................................................................ 8811415302836109
............................................................................................ 37_5_7_866_3
.......................................................................................... 2613034011182493
............................................................................................ 69356491231
.......................................................................................... 17922458618577281
....................................................................................... _100_144_32_52_25_30_139
1,429 1,579 233 355 444 462 1,494




Addresses

Product Divisions

Swedish Match

Chewing Tobacco Division
P.O. Box 11588

Richmond, Virginia 23230-1588
USA

Tel. +1 804 287 3220

Fax +1 804 287 3282

Swedish Match
Cigarette Division
SE-118 85 Stockholm
Sweden

Tel. +46 8 658 0140
Fax +46 8 668 7217

Swedish Match
Cigar Division

P.O. Box 306

NL-5500 AH Veldhoven
The Netherlands

Tel. +31 40 250 4604
Fax +31 40 250 4696

Swedish Match
Lighter Division
P.O. Box 222
CH-1260 Nyon 1
Switzerland

Tel. +41 22 363 9111
Fax +41 22 361 9912

Swedish Match
Match Division

P.O. Box 222
CH-1260 Nyon 1
Switzerland

Tel. +41 22 363 9111
Fax +41 22 363 9172

Swedish Match

Pipe Tobacco Division

P.O. Box 11588

Richmond, Virginia 23230-1588
USA

Tel. +1 804 287 3220

Fax +1 804 287 3232

Swedish Match
Snuff Division

Box 77

SE-401 21 Goteborg
Sweden

Tel. +46 31 80 86 00
Fax +46 31 15 61 04

Sales Regions

Swedish Match

North European Sales Region
SE-118 85 Stockholm

Sweden

Tel. +46 8 658 0200

Fax +46 8 720 6928

Swedish Match

West European Sales Region
P.O. Box 306

NL-5500 AH Veldhoven

The Netherlands

Tel. +31 40 250 4604

Fax +31 40 250 4696

Swedish Match

East European Sales Region
SE-118 85 Stockholm

Sweden

Tel. +46 8 658 0200

Fax +46 8 84 20 15

¥
SWEDISH MATCH

Swedish Match

North American Sales Region
P.O. Box 11588

Richmond, Virginia 23230-1588
USA

Tel. +1 804 287 3220

Fax +1 804 287 3208

Swedish Match

Latin American Sales Region
Caixa Postal 9074

22260 Rio de Janeiro, RJ

Brazil

Tel. +55 21 539 0202

Fax +55 21 286 1849

Swedish Match
Asia/Pacific Sales Region
P.O. Box 222

CH-1260 Nyon 1
Switzerland

Tel. +41 22 363 9111

Fax +41 22 361 9912

Swedish Match

Africa/Middle East Sales Region
Centro Comercial

Gran Via de Hortaleza

C/Arequipa, 1

E-28043 Madrid

Spain

Tel. +34 1 381 6400

Fax +34 1 381 7873

Swedish Match
Advertising Products
P.O. Box 222

CH-1260 Nyon 1
Switzerland

Tel. +41 22 363 9111
Fax +41 22 361 9912

SE-118 85 Stockholm - Tel. +46 8 658 0200 - Fax +46 8 658 3522
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