Viisnurk financial result, Q3 2008


Profits

Consolidated net sales of third quarter 2008 was 66.0 mil. kroons/4.2 mil. euros (51.0 mil. kroons/3.3 mil. euros in same period of 2007) representing a 29.4% increase on the third quarter compared to Q3 2007. The Group’s gross margin in the third quarter of 2008 reached 21.4% compared to 18.6% in the third quarter of 2007. Consolidated operating profit amounted to 3.5 mil. kroons/223 thousand euros (1.4 mil. kroons/89 thousand euros in 2007), representing a 150.6% progress compared to Q3 2007. The consolidated operating margin of net sales reached 5.3% (up from 2.7% in Q3 2007). Profit before tax amounted to 2.3 mil. kroons/147 thousand euros in Q3 2008 (0.7 mil. kroons/43 thousand euros in Q3 2007).

Consolidated net profit amounted to 2.3 mil. kroons/147 thousand euros, compared to 0.7 mil. kroons/43 thousand euros in Q3 2007), and the net margin was 3.5% (up from 1.3% in Q3 2007). In Q3 2008, the Group’s return on equity was 3.1% (up from 0.9% in Q3 2007) and return on assets was 1.3% (up from 0.4% in Q3 2007).

The increase of turnover has helped to increase margins and net profit in comparison with the previous year.

Balance sheet

As of the end of September 2008 the total assets of Viisnurk amounted to 181.3 mil. kroons/11.6 mil. euros (31.12.2007: 157.4 mil. kroons/10.1 mil. euros). The liabilities of the company accounted for 59% (31.12.2007: 55%) thereof, i.e. 106.3 mil. kroons/6.8 mil. euros (31.12.2007: 86.2 mil. kroons/5.5 mil. euros).

Receivables and prepayments have increased by 7.4 mil. kroons/0.5 mil. euros i.e. 25% increase with 9 months. 

Inventories increased by 14.8 mil. kroons/1.0 mil. euros to reach 69.6 mil. kroons/4.4 mil. euros at 30 September 2008. (31.12.2007: 54.7 mil. kroons/3.5 mil. euros). The growth in inventory results primarily from the retail expansion and preparation for autumn season in furniture factory. Property, plant and intangibles increased by 3.4 mil. kroons/0.2 mil. euros.

Short-term loans increased by 3.4 mil. kroons/0.2 mil. euros and amounted in 30 September 2008 12.1 mil. kroons/0.9 mil. euros (31.12.2007: 8.8 mil. kroons/0.6 mil. euros). Supplier payables, tax liabilities, other payables, including payables to employees, and provisions amounted to 53.5 mil. kroons/3.4 mil. euros (31.12.2007: 37.5 mil. kroons/2.4 mil. euros). Current and non-current liabilities increased by 20.0 mil. kroons/1.3 mil. euros to 106.3 mil. kroons/6.8 mil. euros (31.12.2007: 86.2 mil. kroons/5.5 mil. euros).

Divisional review:

Net sales by business segments

	
	th. EEK
	th. EUR
	% of net sales

	
	Q3 2008
	Q3 2007
	Q3 2008
	Q3 2007
	Q3 2008
	Q3 2007

	Furniture Division
	37,293
	27,051
	2,384
	1,729
	56.5%
	53.0%

	  incl. retail (Skano)
	9,654
	4,843
	617
	310
	14.6%
	9.5%

	Building Materials Division
	28,701
	23,953
	1,834
	1,531
	43.5%
	47.0%

	TOTAL
	65,994
	51,004
	4,218
	3,260
	100.0%
	100.0%


Net sales by geographical segments

	
	th. EEK
	th. EUR
	% of net sales

	
	Q3 2008
	Q3 2007
	Q3 2008
	Q3 2007
	Q3 2008
	Q3 2007

	Russia, Ukraine, Belorusian
	16,952
	8,648
	1,083
	554
	25.7%
	17.0%

	Estonia
	14,447
	12,310
	924
	788
	21.9%
	24.1%

	Latvia, Lithuania
	4,904
	2,661
	313
	170
	7.4%
	5.2%

	Sweden
	1,148
	383
	74
	24
	1.7%
	0.8%

	Germany
	544
	1,118
	35
	71
	0.8%
	2.2%

	Other countries
	1,611
	622
	103
	39
	2.4%
	1.2%

	Total
	65,994
	51,004
	4,218
	3,260
	100.0%
	100.0%


Concerning the markets, turnover has been increased in all areas. Relatively smaller share of the turnover goes to Estonia whereas the share of Russia, Ukraine, Byelorussia, Latvia and Lithuania has increased the most. The chief reasons in Latvia and Lithuania were the stores opened in Lithuania in May 2007 which in the III quarter of 2007 were still in the start-up phase. Moreover, the store in Latvia moved to a more attractive location in November 2007.

Gross profit by business segments

	
	th. EEK
	th. EUR
	Gross margin

	
	Q3 2008
	Q3 2007
	Q3 2008
	Q3 2007
	Q3 2008
	Q3 2007

	Furniture Division
	9,160
	2,891
	585
	185
	24.6%
	10.7%

	  incl. retail (Skano)
	5,271
	2,218
	337
	142
	54.6%
	45.8%

	Building Materials Division
	4,968
	5,763
	318
	368
	17.3%
	24.1%

	TOTAL
	14,128
	8,654
	903
	553
	21.4%
	17.0%


The reason for decreased gross margin in Building Material Division are changes in product portfolio and cost for energy (electricity and steam), which increased 20% compared to Q3 2007. 

Profit by business segments

	
	th. EEK
	th. EUR

	
	Q3 2008
	Q3 2007
	Q3 2008
	Q3 2007

	  incl. retail (Skano)
	(337)
	(436)
	(21)
	(28)

	Building Materials Division
	1,692
	1,131
	109
	73

	TOTAL
	3,953
	1,773
	252
	114

	Unallocated expenses
	(462)
	(379)
	(29)
	(25)

	OPERATING PROFIT
	3,491
	1,394
	223
	89

	Net financial costs
	(1,192)
	(726)
	(76)
	(46)

	PROFIT BEFORE TAXES
	2,299
	668
	147
	43

	Income tax
	0
	0
	0
	0

	NET PROFIT
	2,299
	668
	147
	43


Furniture Division

The net sales of AS Viisnurk Furniture Division in third quarter amounted to 37.3 mil. kroons/2.4 mil. euros (2007: 27.1 mil. kroons/1.7 mil. euros) and the economic result 2.3 mil. kroons/143 thousand euros as a profit (2007 0.6 mil. kroons/41 thousand euros). As compared to the previous year the turnover of the division has increased by 10.2 mil. kroons/655 thousand euros (37.9%).

Furniture Retail – Skano

Concerning the retail trade of the Furniture Division, the company continued its strategic activities in the 3rd quarter of 2008 in order to expand the retail trade to the neighbouring markets. The expansion of retail business includes opening new stores offering home furniture and furnishing goods in various Eastern European markets. 

Retail sales by countries

	
	th. EEK
	th. EUR
	% of net sales
	Number of stores

	
	Q3 2008
	Q3 2007
	Q3 2008
	Q3 2008
	Q3 2007
	Q3 2008
	30.9.08
	30.9.07

	Estonia
	2,814
	3,139
	179
	201
	29.2%
	64.8%
	2
	2

	Latvia
	2,257
	697
	146
	45
	23.4%
	14.4%
	1
	1

	Lithuania
	1,848
	1,007
	118
	64
	19.1%
	20.8%
	3
	3

	Ukraine
	2,735
	-
	174
	-
	28.3%
	-
	5
	1

	TOTAL
	9,654
	4,843
	617
	310
	100.0%
	100.0%
	11
	7


The retail sale of the Furniture Division shows a rising tendency. Within third quarter this year the retail sale has increased by 99% as compared to the same period last year. At the same time, the sales of third quarter of the stores opened before 30.9.2008 (Tallinn, Riga, Pärnu, Vilnius, Kaunas, Klaipeda, Kharkiv) have increased 53% compared to the same period in 2007.

The opening of new stores in Ukraine is slightly behind the initial schedule and as a result of unexpectable economical situation management decided temporarily to stop openings of new stores. At the moment of publishing of the report, one store in Ukraine is closed for moving into new place at least 1st quarter 2009.

Furniture Production

The Furniture Division’s sales in 3rd quarter in the company’s basic target market in Russia and Finland have proceeded good and compared to same period in 2007 sales has increased.

Building Materials Division

The net sales of the Building Materials Division in third quarter amounted to 28.7 mil. kroons/1.8 mil. euros and profit to 1.7 mil. kroons/109 thousand euros. In the same period of the last year, the turnover of the division totalled 24.0mil. kroons/1.5 mil. euros and the net profit 1.1 mil. kroons/73 thousand euros. As compared to the previous year the turnover of the division has increased by 4.7 mil. kroons/303 thousand euros and the profit has increased by 0.6 mil. kroons/36 thousand euros.



Net sales by geographical segments

	
	th. EEK
	th. EUR
	% of net sales

	
	Q3 2008
	Q3 2007
	Q3 2008
	Q3 2008
	Q3 2007
	Q3 2008

	Estonia
	11,083
	8,876
	708
	567
	38.6%
	37.1%

	Russia, Ukraine, Belorusian
	1,852
	1,323
	118
	85
	6.5%
	5.5%

	Sweden
	1,148
	383
	73
	24
	4.0%
	1.6%

	Latvia, Lithuania
	946
	960
	61
	61
	3.3%
	4.0%

	Germany
	229
	259
	15
	17
	0.8%
	1.1%

	Other countries
	470
	0
	30
	0
	1.6%
	0.0%

	TOTAL
	28,701
	23,953
	1,834
	1,531
	100.0%
	100.0%


Building Boards

The product group making up the biggest proportion in general building boards are wind protection boards. Sale of products to companies operating outside the building sector has been increased which should ensure cost-effectiveness and risk spreading in the conditions of recession and decrease in the construction market.

Interior Finishing Boards

The biggest market of Isotex interior finishing boards was Finland in 3rd quarter, where regardless of intense competition it has been managed to achieve the level of the last year. Sale in the domestic market of Estonia has decreased marginally and was almost on the level of last year. A considerable growth in sales volumes has been achieved in the markets of Lithuania and Russia. In connection with the increase of production capacity potential, activities have been started in order to find new markets. Above all, the company sees potential in the eastern markets such as Russia, Ukraine and other former countries of the eastern block.

The sales volume of ceiling boards makes up 81% of the sale of Isotex plates (respectively 80% in 2007).

Forecast and development

One store opened in the 1st quarter of 2008, two stores in the 2nd quarter and one store in 3rd quarter in Ukraine. One store will change its location. AS Viisnurk needs to minimize risks related to expanding in cooling economical situation, keep sufficient liquidity, and will not plan new openings in 2009. Upon creating the retail unit, AS Viisnurk entered the business area of the retail of furniture and furnishing goods that is operated by a private limited company Skano, registered on September 1, 2003 and its subsidiaries in Latvia, Lithuania and Ukraine. AS Viisnurk holds 100% of the shares of OÜ Skano.

For 2009 management forecasts decreasing of sales also in markets not related in company’s retail markets, and it will decrease the production volume in furniture factory.

Based on relatively cold economical situation and low demand for building materials in target markets management plans to decrease production volume of both production group in 4th quarter.

Although the result of 9 months of 2008 is weaker compared to the same period of 2007, the results of 9 months of 2008 are on the level of expectations. The profit of 3rd quarter exceeds the result of the same period of 2007 by 1.6 mil. kroons (104 thousand euros) i.e. 2.4 times, partly for the reason of a great demand and sale in 1st quarter of 2007, when almost the whole stock was sold out and company did not have enough goods to sell in summer period 2007 (3rd quarter). Demand is decreased essentially in 4th quarter and management estimates a small profit for last quarter 2008.The net profit of 2008 probably will be smaller than 2007.
Investments

Concerning the retail trade of the furniture division, the company continued its strategic activities in the third quarter of 2008 in order to expand the retail trade to the neighbouring markets. The expansion of retail business includes opening new stores offering home furniture and furnishing goods in various Eastern European markets.

During 9 months 2008 investments into technology totalled 7.3 mil. kroons/469 thousand euros and into buildings 2.7 mil. kroons/169 thousand euros. At the same period of 2007 investments into technology totalled 3.4 mil. kroons/215 thousand euros and into buildings 10.6 mil. kroons/678 thousand euros.

Consolidated balance sheet

	
	Th EEK
	Th EEK
	Th EUR
	Th EUR

	
	30.9.2008
	31.12.2007
	30.9.2008
	31.12.2007

	
	
	
	
	

	Cash and bank
	4 ,302
	6,006
	275
	384

	Receivables and prepayments 
	37,211
	29,859
	2,378
	1,908

	Inventories 
	69,585
	54,742
	4,449
	3,499

	Total current assets
	111,098
	90,607
	7,102
	5,791

	
	
	
	
	

	Investment property 
	2,893
	2,893
	185
	185

	Tangible fixed assets 
	67,315
	63,727
	4,301
	4,073

	Intangible fixed assets 
	22
	220
	1
	14

	Total fixed assets
	70,230
	66,840
	4,487
	4,272

	
	
	
	
	

	TOTAL ASSETS
	181,328
	157,447
	11,589
	10,063

	
	
	
	
	

	
	
	
	
	

	Debt obligations 
	12,144
	8,782
	776
	561

	Payables and prepayments 
	53,394
	37,488
	3,412
	2,396

	Short-term provisions 
	102
	264
	7
	16

	Total current liabilities
	65,640
	46,534
	4,195
	2,973

	
	
	
	
	

	Non-current debt obligations 
	37,678
	36,734
	2,408
	2,348

	Non-current provisions 
	2,936
	2,936
	188
	188

	Total non-current liabilities
	40,614
	39,670
	2,596
	2,536

	
	
	
	
	

	Total liabilities
	106,254
	86,204
	6,791
	5,509

	
	
	
	
	

	Share capital at nominal value 
	44,991
	44,991
	2,875
	2,875

	Issue premium
	5,698
	5,698
	364
	364

	Statutory capital reserve
	4,499
	4,499
	288
	288

	Currency translation reserve
	(262)
	39
	(17)
	3

	Retained profits 
	9,717
	3,359
	621
	215

	Net profit for the year 
	10,431
	12,657
	667
	809

	Total equity
	75,074
	71,243
	4,798
	4,554

	
	
	
	
	

	TOTAL LIABILITIES AND EQUITY
	181,328
	157,447
	11,589
	10,063


Consolidated income statement

	Th EEK
	Q3 2008
	Q3 2007 
	9 m 2008
	9 m 2007 

	
	
	
	
	

	RETURN ON SALES 
	65,994
	51,004
	218,022
	180,505

	
	
	
	
	

	Cost of production sold
	(51,866)
	(41,519)
	(169,267)
	(142,517)

	
	
	
	
	

	Gross profit
	14,128
	9,485
	48,755
	37,988

	
	
	
	
	

	Marketing expenses 
	(10,097)
	(6,501)
	(31,044)
	(21,175)

	
	
	
	
	

	General administrative expenses 
	(1,309)
	(1,270)
	(3,787)
	(2,530)

	
	
	
	
	

	Other income 
	1,260
	7
	2,518
	125

	
	
	
	
	

	Other expenses 
	(491)
	(327)
	(1,427)
	(570)

	
	
	
	
	

	Operating profit 
	3,491
	1,394
	15,015
	13,838

	
	
	
	
	

	Financial income and financial expenses 
	(1,192)
	(726)
	(2,910)
	(1,963)

	
	
	
	
	

	Profit before tax
	2,299
	668
	12,105
	11,875

	
	
	
	
	

	Income tax
	0
	0
	(1,674)
	(475)

	
	
	
	
	

	NET PROFIT FOR THE PERIOD 
	2,299
	668
	10,431
	11,400

	
	
	
	
	

	Basic earnings per share
	0.51
	0.15
	2.32
	2.53

	Diluted earnings per share 
	0.51
	0.15
	2.32
	2.53


	Th EUR
	Q2 2008
	Q2 2007 
	6 m 2008
	6 m 2007 

	
	
	
	
	

	RETURN ON SALES 
	4,218
	3,260
	13,934
	11,536

	
	
	
	
	

	Cost of production sold
	(3,315)
	(2,654)
	(10,819)
	(9,109)

	
	
	
	
	

	Gross profit
	903
	606
	3,115
	2,427

	
	
	
	
	

	Marketing expenses 
	(645)
	(415)
	(1,983)
	(1,353)

	
	
	
	
	

	General administrative expenses 
	(84)
	(81)
	(242)
	(162)

	
	
	
	
	

	Other income 
	80
	0
	160
	8

	
	
	
	
	

	Other expenses 
	(31)
	(21)
	(91)
	(36)

	
	
	
	
	

	Operating profit 
	223
	89
	959
	884

	
	
	
	
	

	Financial income and financial expenses 
	(76)
	(46)
	(185)
	(125)

	
	
	
	
	

	Profit before tax
	147
	43
	774
	759

	
	
	
	
	

	Income tax
	0
	0
	(107)
	(30)

	
	
	
	
	

	NET PROFIT FOR THE PERIOD 
	147
	43
	667
	729

	
	
	
	
	

	Basic earnings per share
	0.03
	0.01
	0.15
	0.16

	Diluted earnings per share 
	0.03
	0.01
	0.15
	0.16


Einar Pähkel
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