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News Releasé July 24, 2002 STO R AEN S&%{D

Stora Enso’s second quarter results heavily influenced by challenging markets and seasonal effects

HEY SINK]I, Finland — Stora Enso (NYSE:SEQO) today announced that Stora Enso’s second guarter
operating profit was € 241,8 million (€ 274,0 million). Operating profit excluding non-recurring items
was € 190.2 million (€ 274.0 million), which is 30.6% less than in the previous quarter and 5.9% of sales.

Earnings per share excluding non-recurring items were € 0.12 (€ 0.18), and cash eamings per share € 0.48
(€0.55).

Sales of € 3 233.0 million were at the same level as the previous quarter's € 3 228.9 million, and earnings
before interest, taxes, depreciation and amortisation (EBITDA) totalled € 569.5 million (€ 602.9 million).
Profit before taxes and minority interest amounted to € 206.2 million (€ 240.5 million). Market-related
production curtailments amounted to 326 000 tonnes (335 000 tonnes).

€ million 2001 I-0/01 I-1ve2 voi 102
Salcs 13 508.8 7 025.4 6 461.9 3228,¢% 32330
Magazine 34490 1757.8 1488.3 767.% 721.0
Newsprint 1933.9 9924 826.0 412.8 413.2
Fine Paper 36175 19254 1614.1 827.], 787.0
Packaging Boards 27240 1406.1 1 548.1 766.:! 781.9
Timber : 11805 619.1 606.9 286.] 320.8
Otbher activities and eliminations 603.9" 324.6 378.5 169.4 209.1
Operating profit* 1 486.9 859.8 515.8 274.0 241.8
Magazine 346.9 185.9 339 3l 23
Newsprint 508.8 259.7 133.9 72.4 61.1
Fine Paper 3945 2495 166.2 93.1 73.1
Packaging Boards 346.2 205.3 1713 100.¢ 70.7
Timber 12.6 13.5 253 112 14.1
Other activities and eliminations -122.1 =54.] -14.8 -35.% 20,5
Profit before tax and minority interests 1223.0 668.2 446.7 2405 206.2
Net profit for the period 926.3 438.1 299.0 161.¢ 138.0
EPS, Basic, € 1.03 0.48 0.33 0.18 0.15
EPS, excl. non-rec. items, € 0.94 048 0.30 0.1¢ 0.12
ROCE, excl. nop~rec. items, % 10.8 12.2 69 7.8 5.6
Debt/equity ratio 0.53 0.62 0.46 0.5% 0.46

*Operating profit includes net nonsrecurring items of € -8.3 million in 2001, € -9.6 million in 1-N1/2001, € 51.6 million in 1-[1/2002 and € 51.6 million in
/2002,

Commenting on the results and market outlook, Stora Enso’s CEO Jukka Hirmili said, “Stora Enso’s
second quarter results were heavily influenced by seasonal effects and continuing difficult murket
conditions, and by maintenance-related increased fixed costs. On the other hand, a good cash flow
strengthened Stora Enso’s already strong balance sheet. The market outlook for the main maikets, Europe
and North America, will still remain challenging. No positive signs of improvement are yet visible in
print media advertising, especially in the USA. However, markets continue to be divergent, vith a fairly
good demand for consumer-related goods such as office papers, consumer boards and timber products. In
all events, the general recovery seems to be slow and dependent on an upward trend in the U economy.”

For further information, please contact:
Tim Laatsch, SVP, Communications, tel. +1 715 422 4023
Scott Deitz, VP, Investor Relations, tel. +1 715 422 1521

Stora Enso is an integrased jorest products company producing magarine papers, newsprint, fine papers, packaging boards and wood
products, areas in which the Group is a global market leader. Siora Enso’s sales total € 13.5 billion and annual paper and loard production
capacity about 13 million tonnes. Some 43 000 persons are employed in more than 40 countries and the Company's share are listed in
Helsinld, New York and Stockholm.

Storg Enso Oy
Busingss ID 1039050-4




Stora Enso Interim Review January — June 2002

Summary of Second Quarter Results
* Earoings per share (“EPS”) € 0.15; previous quarter € 0.18: excluding non-recurring items € 0.12; previous
quarter € 0.18.
s  Profit before tax and minority interests excluding non-recurring items was € 154.6 million; previcus quarter € 240.5
million.
Net non-recurring items increased the operating profit by € 51.6 million.
Sales were € 3 233.0 million; previous quarter € 3 228.9 million.
Good cash flow leading to a strengthened balance sheet: debt/equity ratio 0.46; previous quarter (.59
Additional maintenance costs

Markets in the second quarter of 2002 continued with the trend experienced in the first quarter of the year, creating
demanding trading conditions. Decreases in sale prices affected magazine, newsprint and coated fine papers. The
results were influenced by demanding US market conditions and negative seasonal effects in product.on, such as
midsummer shutdowns and related maintenance costs. The results for packaging boards in particular suffered from
increased fixed costs.

In addition to seasonal downtime, production was curtailed to adjust to market demand. Production curtailments
totalled 326 000 tonnes, comprising 108 000 tonnes in North America and 218 000 tonnes in Europe; this compares
with the previous quarter’s total of 335 000 tonnes, comprising 86 000 tonnes in North America and 1149 000
tonnes in Europe, The reduction in inventories during the quarter was valued at € 143.3 million.

Paper and board deliveries totalled 3 293 000 tonnes, which is 43 000 tonnes more than the previous quarter’s

3250000 to:mes. Deliveries of timber products totalled 1 344 000 m’®, compared with the previous quarter's
1203 000m".

€ million 2001 I-IU01  1-TN/02 102 /02
Sales 135088 70254 64619 32289 3233.0
EBITDAM 2762.8 14961 11208 6029 517.9
Operating profir” 14952  869.4 4642 2740 1902
Operating margin®, % 11.1 124 12 8.5 59
Operating profit 14869 859.8 5158 2740 241.8
Profit before tax and minority interests® 12313 6778 3951 2405 1546
Profit before tax and minority interests 12230 6682 4467 2405 2062
Net profit for the period 9263 4381 2990 1610  138.0
EPS®, Basic, € 0.94 0.49 0.30 0.18 0.12
EPS, Basic, € 1.03 0.48 0.33 0.18 0.15
CEPS? € 2.34 1.18 1.03 0.55 0.48
ROCE?, % 10.8 124 6.9 7.8 5.6

1) EBITDA = Eamings before Interest, Taxes, Ideprecigion and Amortisution
2) Excluding net non-recurring items of € -8.3 million in 2001, € -9.6 million in I-I/2001, € 51.6 million in J-11/2002 and € 51.6 million n 1(/2002,

Second Quarter Results (compared with the previous quarter)
Earnings per share excluding non-recurring items were € 0.12 (€ 0.18). The main impacts on EPS were lower sales
prices € -0.04 and increased fixed costs € -0.03, offset by € 0.03 from higher volumes.

Sales of €3 233.0 million were at the same level as the previous quarter's € 3 228.9 million.

The operating profit excluding non-recurring items was € 190.2 million (€ 274.0 million), which is 30.6% less than
in the previous quarter and 5.9% of sales. Operating profits declined in all the paper and board businesses but
improved in Timber Products, Merchants and Forest. The change in average currency rates in the second quarter
reduced operating profit by € 7.8 million (net of hedges).




Non-recurring items amounted to € 51.6 million, which is € 0.03 per share. The provision of € 25.1 million for

closing down the UK merchant Papyrus GB Limited was exceeded by the capital gain of € 76.7 million from the
sale of Billerud AB shares.

The share of results of associated companics amounted to € 8.4 million (€ 11.7 million), of which € 1.6 million was
from Sunila Oy and € 4.4 million from Billerud AB, which was accounted for as an associated compsny until the
sale of its shares. Associated companies contributed € 0.01 to EPS.

Net financial items were € -44.0 million (€ -45.2 million), € -0.03 per share. Net interest expenses amounted to
€ 54.8 million (€ 72.5 million), which is 4.2% p.a. of interest-bearing net liabilities, and net foreign exchange gains
came to € 10.9 million (€ 20.4 million).

Stora Enso currently hedges 50% of its dollar and sterling net cash flows, During the second quarter the impact on
operating profit and financial costs was as stated above.

Profit before taxes and minority interests excluding non-recurring items amounted to € 154.6 million
(€ 240.5 million). Taxes totalled € 68.3 million (€ 79.4 million), equivalent to a tax rate of 33.1% (33.0%), and

reduced EPS by € 0.08. The minority interest in profits was € 0.1 million (€ -0.1 million), leaving a net profit for
the period of € 138.0 million (€ 161.0 million).

The return on capital employed excluding non-recurring items was 5.6% (7.8%). Capital employed was € 12 989.8
million at the end of the period, a net decrease of € 1 119.7 million,

The currency effect of the closing rates of the second quarter on the Balance Sheet was material. Capital employed
was € 687.5 million lower and net interest-bearing debts € 585.2 million lower due to a weaker dollar. The effect
on equity was minor due to Stora Enso’s poliey of hedging equity translation risks.

Capital Structure

At 31 December At 30 June At 31 March At 30 June
€ million 2001 2001 2002 2002
Fixed assets 14 882.2 152338 14 8923 13 992.1
Working capital . 1224.2 1 535.1 1426.8 11723
Operating Capital 16 106.4 16 768.9 16 319.1 151644
Net tax liabilities -2247.3 -2523.8 =2 209.6 -2 174.6
Capital Employed 13 859.1 14 245.1 14 109.5 12 989.8
Shareholders’ equity 8 989.0 8§ 655.0 8 795.8 8 827.1
Minority interests 502 140.3 50.6 50.0
Interest-bearing net liabilities 4 819.9 5449.8 5263.1 41127
Financing Total 13 859.1 14 245.1 14 109.5 12 989.8
Financing

Cash flow from operations was € 710.1 million (€ 403.1 million). The cash flow after investing activities amounted

to € 535.9 million (€ 211.5 million), aud the cash earnings per share excluding non-recurring items to & 0.48
(€0.55).

At the end of the period, interest-bearing net liabilities were € 4 112.7 million, down € 1 150.4 million on the end

of previous quarter, mainly due to currency effects of € 585.2 million. Unutilised credit facilities totallzd € 2.0
billion. -

The debt/equity ratio at 30 June was 0.46 (0.59) and equity per share € 9.87 (€ 9.81).




Change in Interest-bearing Net Liabilities 1 April — 30 June 2002

€ million Ongoing  Structural Translation Balance Sheet
Operations Changes  Difference Impsct
Operating profit 165.1 767 241.8
Adjustments ' 324.0 324.0
Change in working capital 221.0 33.5 254.5
Cash Flow from Operations 710.1 76.7 338 820.3
Capital expenditure -183.1 -183.1
Acquisitions -3.8 38
Disposals 37 7
Other change in fixed assets 9.0 750.4 75¢.4
Cash Flow after Investing Activities £35.9 76.7 783.9 139¢6.5
Net financing items (incl. associated companies) -35.6 -35.6
Taxes paid -25.83 -96.4 -122.2
Repurchase of own shares -33.9 -33.9
Other change in shareholders’ equity and
minority interests 47.9 -102.3 -54.4
Change in Interest-bearing Net Liabilitics 488.5 76.7 585.2 11504
Capital Expenditure

Capital expenditure for the second quarter totalled € 183.1 million. The main projects were the new P'vi4 (€ 69.3
million) and rebuilding of PM3 in Langerbrugge, Belgium (€ 7.0 million), and rebuilding Oulu PM6 in Finland
(€ 13.0 million), Capital expenditure for the first six months amounted to € 338.1 million, which was £ 2352
million less than depreciation.

Investments approved in the second quarter include € 70.0 million for the folding boxboard improvemient at the
Baienfurt Mill in Germany, € 28.8 million for rebuilding PM26 at the Biron Mill in the USA, € 33.0 million for the
new corrugated board mill at Arzamas in Russia, € 25.5 million for the finishing department at the Fors Mill in

Sweden and € 23.0 million for a new back-up boiler plant and for electrical power distribution installstions at the
Corbehem Mill in France.

January — June Results (compared with the same period in 2001)
Sales decreased by € 563.5 million to € 6 461.9 million, a decline of 8.0%. The main reason for the decrease was

reduced prices and volumes, especially in magazine paper, newsprint, fine paper and timber products, partly offset
by increased volumes in packaging board.

The operating profit excluding non-recurring items decreased by € 405.2 million, or 46.6%. Profits were lower than

in the first six months last year in all paper and board product areas, but higher in Timber Products ani unchanged
in Forest.

Profit before taxes and minority interests excluding non-recurring items decreased by € 282.7 million to € 395.1
million.

Excluding non-recurring items, earnings per share were € 0.30 (€ 0.49) and the return on capital employed was
6.9% (12.4%); non-recurring items amounted to € 51.6 million (€ -9.6 million).

Stora Enso North America (January — June)

The North American print advertising market continues to suffer from a long correction period following the
economic boom of 1999 and 2000 and the subsequent recession. As a result, Stora Enso North America’s
performance was depressed by lower sales prices and reduced volumes.

The operating loss for the first half of the year was $ 105 million (€ 117 million) before adjustments for goodwill
amortisation, compared with a $ 3 million (€ 4 million) operating loss in 2001. The cash flow after investing
activites was $ 25 million (€ 28 million), compared with $ 101 million (€ 119 million) during the same period last

year. Graphic paper demand remained weak despite mcreased GDP growth. Market-related downtime totalled
194 000 tonnes.

Synergies, which mainly related to transfer and implementation of best practices, amounted to $ 45 million (€ 50

million). The § 110 million synergy target for year 2002 will be achievable only after a significant improvement in
paper demand.




The division has realised major cost-cutting initiatives during the past two years, including a reduction of about
1 500 (20%) in the workforce, and shutting down unprofitable machines and operations. The division also has
made investments in new product offerings and asset restructuring.

Economic and business conditions will remain challenging. In response, development of a compreher sive Stora
Enso North America profit enhancement plan is under way and nearing completion. Details of the prcgramme will
be announced in early autumn.

Ronald Swanson, Senior Vice President, Magazine Papers, announced his retirement from Stora Ensc North
America in May. He was succeeded by John Gillen, Senior Vice President, coated mechanical papers and Tor
Suther, Senior Vice President, uncoated mechanical papers.

Changes in Group Composition

A plan to restructure ownership of Stora Enso’s forestlands in Finland and the USA through two separate
transactions was announced in May. The total amount of forestland involved is about 730 000 hectares. In Finland,
forestland holdings of approximately 600 000 hectares and related business were transferred to the new coropany,
Tornator Oy, in the beginning of July 2002. Stora Enso will retain a minority interest in Tornator Oy ifter selling a
majority of the shares to institutional investors by the end of 2002. The book value of these assets is approximately
€ 400 million. Stora Enso North America is offering for sale about 130 000 hectares of forestland in the states of
Wisconsin, Michigan and Minnesota in the USA. The book value of these assets is approximately € 100 million.

Stora Enso sold most of its shareholding in Billerud AB in a secondary market transaction on 13 June 2002. The
sale of the shares resulted in a capital gain of € 76.7 million in the second quarter. Following this sale, Stora Enso
owas a total of 300 000 shares, which represents 0.5% of the share capital and votes.

Changes in the Management Group

John Bergin, Senior Vice President, Speciality Papers Business Group (Packaging Board Division), was invited to
Jjoin Stora Enso’s Management Group.

Share capital and ownership

On 10 April 2002 the Finnish State announced that it had sold 23 million Stora Enso R shares and on |4 June 2002
that it had sold 17 million R shares. Following these sales, the Finnish State is still the largest single shareholder in
the Company, holding 10.8% of the shares and 23.4% of the voting rights.

On 30 June 2002 Stora Enso had 183 460 385 A shares and 716 317 914 R shares in issue, representing a share
capital of € 1 529.6 million.

Shareholders’ equity amounted to € 8 827.1 million, compared with a market capitalisation on the Helsinki Stock
Exchange on 30 June 2002 of € 12.8 billion.

A tota] of 867 000 new R shares are subscribable against the 1997 bonds with warrants.

Share repurchases

The AGM in March 2002 authorised the Board to repurchase and dispose of not more than 9 100 000 A shares and
35500 000 R shares in the Company. Repurchases were started on 24 May 2002 and by 30 June 2002 the
Company had repurchased 26 200 A shares and 2 344 700 R shares, 0.3% and 6.6% of the authorised imounts
respectively. The Company holds 26 200 A shares and 5 302 566 R shares, representing 0.6% of the shares and
0.2% of the voting rights and with a counter value of € 9.1 million,

Market Outlook

The main markets, Europe and North America, will still remain challenging. No positive signs of improveinent are
yet visible in print media advertising, especially in the USA. However, markets continue to be divergent, with a
fairly good demand for consumer-related goods such as office papers, consumer boards and timber preducts. In all
events, the general recovery seems to be slow and dependent on an upward trend in the US economy.

This report is unaundited.

Helsinki, 24 July 2002
Stora Enso Oyj,
Board of Directors




PRODUCT AREAS (compared with the previous quarter)

Magazine Paper
Change
€ million 2001 101 /01 /01 Iv/0l /02 102 I %
Sales 34490 910.2 847.6 831.7 859.5 767.3 721.D 6.0
Operating profit 346.9 113.6 72.3 83.9 77.1 316 2.3 92.7
% of sales 10.1 125 85 10.1 90 4.1 0.3
ROOC, %* 10.1 i2.7 8.0 9.6 9.2 38 0.3
Deliveries, 1 0001 33871 994 920 967 990 932 911) 2.4

* ROOC = 100% x Operating profit/Operating capital

Sales were € 721.0 million, and the operating profit was € 2.3 million. Market-related downtime amotnted to
107 000 tonnes in Europe and 75 000 tonnes in North America.

Tn Western Europe demand for SC magazine paper has weakened, whereas demand for coated magazine paper is
low but showing signs of a slight recovery. Prices in Western Europe declined. In North America, there has been a

drop in demand for magazine paper, mainly owing to continued weakness in print advertising and a slaggish
catalogue market,

Significant production curtzilments have kept producers' jinventories at reasonable levels. Customers' inventories
are reported to be low.

Demand for SC paper may weaken further, but the outlook for coated magazine paper is somewhat more optimistic

for the next few months. Market conditions are expected to remain challenging. Any upturn will be slaw and
dependent on improvement in print advertising.

Newsprint
Change
€ million 2001 /01 11/01 1101 IV/01 102 4 71w W1 %
Sales 19339 501.7 490.7 471.9 469.6 412.8 413.5 0.1
Operating profit 508.3 134.1 125.6 128.7 120.4 728 61.1 -16.1
% of sales 26.3 26.7 25.6 273 256 17.6 14,8
ROOC, %* 41.4 43.0 412 43.3 40.6 243 20.4
Deliveries, 1 000 ¢ 3031 780 755 740 756 733 76& 4.8

* ROOC = 100% x Operating profit/Operating capital

Newsprint sales were € 413.2 million and the operating profit decreased by 16.1% to € 61.1 million owing to
seasonal low production and an increase of 50% in Stora Enso’s recovered paper costs since late spring, which is

less than the industry average duc to long-term contracts. Market-related dowptime amounted to 61 000 tonnes in
Evurope and 7 000 tonnes in North America.

The decrease in demand has been levelling out and there is no sign of customers rebuilding stocks. Overall, prices
have been stable in Western Europe but declined further in North America and other dollar-based markets, where
they seem to have bottomed out. Inventory levels remained stable.

It was decided to shut down the cash-negative Port Hawkesbury newsprint line (PM1) indefinitely from 31 July
unless significant cost reductions are achieved in personnel, energy and wood raw material costs.

No rapid improvement in demand is foreseen and any upturn will be slow and dependent on improvement in print
advertising.

Fine Paper
Change
€ million 2001 1/01 11/01 T11/01 IvV/01 1702 I1/02 /1 %
Sales 3617.5 1021.3 904.1 838.6 853.5 827.1 787.0 4.8
Operating profit 3945 167.6 81.9 70.6 74.4 93.1 73.1 -21.5
% of sales 10.9 16.4 9.1 8.4 8.7 11.3 9.3
ROOC, %* 9.1 14.9 75 6.7 7.2 10.0 82
Deliveries, 1 000 t 3191 857 773 760 801 807 792 -1.9

* ROOC = 100% x Operaring profit/Operating capital




Fine paper sales were € 787.0 million, and the operating profit was down 21.5% at € 73.1 million, Market-related
production curtailments totalled 30 000 tonnes in Europe and 26 000 tonnes in North America.

In Western Europe the order intake for coated fine paper was seasonally weak. Increased supply from new capacity
has kept the industry order books short. Demand for uncoated fine paper gencrally remained strong in Western
Europe, but also suffercd from seasonal weakness. In North America demand for coated fine paper continued to
fall, whereas in Asia demand for coated fine paper strengthened for seasonal reasons.

In Western Europe fine paper prices have remained fairly stable, though with increases in certain unccated grades
being offset by a lower seasonal mix. Tn Asia uncoated fine paper prices increased slightly, whereas in North
America coated fine paper prices have decreased slightly.

Producers' inventories of coated fine paper have settled at a high level. Merchants' inventories are low but rising

slowly. Uncoated fine paper inventories are low at distributors but increasing at producers following recent price
rises.

No significant strengthening in fine paper demand is foreseen in the near term, except for the normal seasonal
recovery in demand after the summer holidays.

_Packaging Boards

Change
€ million 2001 1/01 /o1 /01 IV/01 1/02 /o 1 %
Sales 2724.0 701.9** 7042 672.8 645.1 766.2 781.9 2.0
Operating profit 346.2 115.1 902 97.5 43.4 100.6 70.7 -29.7

% of sales 12.7 16.4 12.8 145 6.7 13.1 9.0
ROOC, %* 12.8 17.5 13.3 14.6 6.5 12.7 9.1
Deliveries, 10001 2 765 706 728 678 653 778 825 5.8

* ROOC = 100% x Operaring profit/Operating capiral
*% The first quarter sales figures have been adjusted by € 50,1 million against Group eliminations.

Packaging board sales were € 781.9 million and the operating profit was € 70.7 million, down 29.7%. The
midsummer shutdowns in the Finnish pulp and board mills with related maintenance costs and a three-week
recovery boiler maintenance work at the Tmatra Mill impaired the results, as did weakening of the US dollar and
British pound relative to the euro. Market-related curtailments amounted to 20 000 tonnes.

The order jntake remained brisk in most grades. Cartonboard deliveries have been good, with prices higher in Asia
and stable in Europe. Demand continued to be strong for liquid packaging boards, and the coreboard market
improved. Demand has also been firm in the Speciality Papers business and stable for industrial paper:.

Timber Products
Change

€ million 2001 1/01 11/01 1/01 V/01 1/02 T1/0:, WI %"
Sales 1180.5 307.3 311.8 266.2 2952 286.1 320.% 12.1
Operating profit 12.6 5.6 7.9 25 -3.4 11.2 14.] 259

% of sales 1.1 1.8 2.5 0.9 -1.2 39 4.4
ROOC, %* 31 5.7 7.7 24 =33 1062 13.4
Deliveries, 1 000 m* 4 860 1242 1276 } 082 1260 1203 134¢ 11.7

* ROOC = 100% x Operating profit/Operating capital

Sales were € 320.8 million with an operating profit of € 14.1 million after accounting for one-time insurance
compensation of € 14 million on the Ybbs Mill in Austria, the assets having been fully expensed in 2001 following

the fire there. The Nordic sawmills as a whole made a loss partly due to technical problems with recen| investments
in Swedish sawmills.

The market has been better than expected. Restricted supply and rising exports from Europe to the US.A have kept
the market in balance in Europe. However, US prices have been volatile in reaction to the duties on imports from
Canada and the rapid weakening of the US dollar. In Japan the market is stable and demand good for ﬁm‘.her-
processed products. The performance of the distribution units remained satisfactory.

The short-term outlook is improving but dependent on general economic trends, especially in the US esonomy, and
on movements of the US dollar. Prices are generally expected to increase slightly in all markets.




Merchants
Sales amounted to € 183 .4 million, and the operating profit was € 1.9 million. Provision for redundancy payments

and other costs connected with the closure of Papyrus GB Limited, the UK merchant, was made in the second
quarter.

Demand was seasonally weak with prices for coated papers fairly stable. The forecast is for a continuing slow
recovery but no significant increase in demand. The graphical industry is expected to remain under heavy pressure

for the rest of the year,

Forest

Sales were € 479.2 million, and the o rerating profit rose by 10% to € 25.7 million. Deliveries in Finland, Sweden

and Germany totalled 10.4 million m (solld wood under bark),

2% less than in the previous quarter. Dehvenes of

imported wood amounted to 2.6 million m’, up 5%. Felling in the Group’s forests totalled 1.4 million m®, up 23%

on the previous quarter.

A plan to restructure the ownership of forestlands in Finland and sell the US forests through two separate

transactions was announced in May.

In Finland the Group’s main competitors increased pine pulpwood prices in the second quarter. Supplies from

Russia were stable. Waod supplies are generally balanced for the third quarter.

In Sweden wood supplies are also well balanced, except for the rather tight situation in short fibre. Market prices

are stable for sawlogs but have increased for long-fibre pulpwood during the summer. In Germany the supply

situation and market prices are stable,
FINANCIALS

Accounting Principles

This interim report is in compliance with IAS 34 Interim Financial Reporting. The accounting policies and methods
of computation used in this interim report are the same as used in the last annual report.

Key Ratios

1/01 /o1 117/01 Iv/01 2001 1702 11/02
Eamnings per share (basic), € 031 017 024 031 103 018 0.5
Earnings per share excl. non-recurring items, € 0.31 0.18 0.23 022 0.94 0.18 0.12
Cash eamings per share (CEPS), € 0.65 0.53 0.59 0.67 243 0.55 0.52
CEPS excl. non-recurring items, € 0.65 0.54 0.58 0.58 2.34 0.55 0.48
Return on capital employed (ROCE), % 15.2 9.7 103 7.9 10.7 7.8 7.1
ROCE excl. non-recurring items, % 15.2 9.9 9.8 8.4 10.8 7.8 5.6
Return on equity (ROE), % 13.1 72 97 122 lo4 72 6.2
Debt/equity ratio 0.59 0.62 0.55 0.53 0.53 0.59 0.46
Equiry per share, € 9.30 9.54 9.62 10.03 10.03 9.81 9.87
Equity ratio, % 399 41.0 42.5 440 44.0 427 452
Operating profit, % of sales 14.4 9.9 11.2 8.2 11.0 8.5 7.5
Operating profit excl. non-recirring items, % of sales 14.4 10.2 10.6 8.7 111 85 59
Capital expenditure, € million 176 215 182 283 857 155 183
Capital expenditure, % of sales 4.8 64 57 8.7 6.3 4.9 57
Capilal employed, € million 13611 14245 13556 13859 13859 4110 12990
Interest-bearing nct liabilities, € million 5040 5450 4 799 4 820 4 820 5263 4113
Averege number of employees 42570 45222 44754 44554 44275 42572 43568
Average number of shares (million)
- periodic 9062 9032  901.1 8973 9015 8969  896.5
- cumulative 906.2 904.7 903.5 901.5 901.5 896.9 895.8
- cumulative, diluted 908.5 906.7 905.8 902.3 902.3 897.8 896.8
Key exchange rates for the euro
Onc euro is Closing rate Average rate
31 Dec 2001 30 Jun 2002 31 Dec 2001 30 jlun 2002
SEK 9.3012 8.1015 9.2481 9.1549
UsSD 0.8313 0.9975 0.8959 0.8978
GBP 0.6085 0.6498 0.6217 0.6214

CAD 1.4077 1.5005 1.3875 1.4125




Condensed Consolidated Income Statement

€ million 2001 1-11/01 I-11/02
Sales 13 508.8 7 025.4 6 461.9
Expenses less other operating income -§519.9 -4393.8 -4 1236
Personnel expenses -2234.4 =1145.1 -1165.9
Depreciation, amortisation and impairment charges -] 267.6 -626.7 -656.6
Operating Profit 1 486.9 859.8 515.8
Share of results of associated companies 79.6 516 20.1
Net financial items -343.5 -243.2 -89.2
Profit before Tax and Minority Interests 1223.0 668.2 446.7
Income tax expense -299.6 -2282 -147.7
Profit after Tax 923.4 440.0 299.0
Minority interests 2.9 -19 0.0
Net Profit for the Period 926.3 438,1 299.0
Kcy Ratios
Basic eamings per share, € 1.03 0.48 0.33
Diluted earnings per share, € 1.03 048 0.33
Condensed Consolidated Cash Flow Statement
€ million 2001 1-11/01 LII/02
Cash Flow from Operating Activities
Operating profit 14869 859.8 515.8
Adjustments 12192 616.5 5722
Change in net working capital 514 -2384 252
Change in short-term interest-bearing receivables -222.6 -237.6 -2.4
Cash Flow Generated by Operations 2534.9 1000.3 11108
Net financial items -306.8 -271.8 -118.8
Income taxes paid -699.6 -378.0 -171.9
Net Cash Pravided by Operating Activities 15285 350.5 820.1
Acquisitions -3762 -10.3 -32.8
Proceeds from sale of fixed assets and shares 155.0 26.8 189.8
Capital expenditure ~857.1 -391.1 -338.1
Proceeds from the long-term receivables, net 193.6 55.4 -20.5
Net Cash Used in Investing Activities -884,7 -319.2 -201.6
Cash Flow from Financing Activities
Change in long-term liabilities -351.3 -343.4 -540.6
Change in short-term borrowings -216.1 486.0 207.2
Dividends paid -407.4 =407.4 -403.6
Proceeds from jssue of share capital 319 14.9 0.0
Purchase of own shares -195.8 -106.9 =392
Other change in sharcholders® equity 0.0 3.2 .
Other change in minority interests - - -
Net Cash Used in Financing Activities -1142.7 -353.6 -776.2
Net Increase in Cash and Cash Equivalents -498.9 =322.3 -157.7
Translation differences on cash holdings 1.5 5.5 -7.1
Cash and bank at the beginning of period 744.4 744.4 247.0
Cash and Cash Equivalents at Period End 247.0 427.6 82.2




Capital Expenditure, Commitments and Borrowings
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€ million 2001 [-1I/01 I-11/02
Carrying value at 1 January 15 103.4 15103.4 147012
Acquisition of subsidiary companies 148.5 10.3 32.8
Additions 857.1 391.1 338.1
Disposals -288.5 -300.7 -
Depreciation/amortisation, impairment and other movements -1119.3 -138.6 -1260.9
Balance Sheet Total 14701.2 15 065.5 13 811.2
Acquisitions of Subsidiary Companies
Property, plant & equipment 25.1 10.3 6.3
Other assets, less liabilities 93.5 - -
Fair value of net assets 123.6 10.3 6.3
Goodwill 123.4 - 26.5
Total Purchase Considcration 247.0 10.3 2.8
Non-current borrowings 5182.0 1 778.6 1068.8
Current borrowings ]1227.5 5476.8 4 6622
6 409.5 7 255.4 51731.0
Carrying value at 1 Janvary 6 855.5 6 855.5 6 409.5
Proceeds from / -payments of borrowings (net) -5822 96.7 -1719
Translation difference and other movements 1362 303.2 -506.6
Total Borrowings 6 409.5 7 255.4 §731.0




Condensed Consolidated Balance Sheet
Assets
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€ million 31 Dec 2001 30 Jun 2001 30 Jun 2002
Fixed Assets and Other Long-term Investments
Property, plant and equipment, intangible assets and goodwill o 147012 15 056.5 138112
Investment in othor companies o 181.0 1773 180.9
Investment in associated companies I 306.7 3674 194.1
lnvestments 1 1974 200.6 1962
Non-current loan receivables 1 5054 5052 475.0
Deferred tax assets T 28.] 20.7 30.0
Other non-current assets 0 257.9 269.3 228.0
16 177.7 16 597.0 151154
Current Assets
Inventories 0 1 600.0 16594 15712
Tax recelvables T 2243 158.8 2923
Short-tcrm receivables 0 19763 23089 19193
CuTent portion of loan receivables I 3331 304.8 670.8
Cash and cash equivalents I 247.0 427.6 82.2
4 380.7 4 859.5 4 535.8
Total assets 20 558.4 21 456.5 19 651.2
Shareholders’ Equity and Liabilities
€ million 31 Dec 2001 30 Jun 2001 30 Jun 2002
Sharcholders’ Equity 8 989,0 8 655.0 8 827.1
Minority Interests 50.2 1403 §0.0
Long-term Liabilities
Pension provisions 8] 774.0 789.3 750.7
Deferred tax liabilities T 20110 22734 1918.1
Other provisions @) 153.6 149.5 158.6
Long-term debt I 51820 54768 4662.2
Other long-term liabilities o 51.4 50.5 30.6
8172.0 8 739.5 75202
Current Liabilities
Interest-bearing liabilities I 12375 17786 1 068.8
Tax liabilities T 488.7 4259.9 578.8
Other current liabilities o) 1631.0 1713.2 1606.3
3347.2 3 921.7 32539
Total Liabilities 11 519.2 12 661.2 10 774.1
Total Shareholders’ Equity and Liabilities 20 558.4 21 456.5 19 651.2

Itemns designated with “O” are included in opersting capital.
ftems designated with "T” are included in intcrest-bearing net Viabilities,
ITtems designated with “T* are included in the teo labiliry.




Statement of Changes in Shareholders’ Equity
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€ million Share Share Treasury OCI CTA Retained Total
Capita] Premium Shares Earnings
Balance at 1 January 2001 15763 1823.2 -173,7 - 696 54146 85708
Effect of adopting IAS 39 - - - 757 - -85 67.2
Repurchase of Stora Enso Oyj shares - - -199.8 - - - -199.8
Cancellation of Stara Ense Oyj shares -394 -208.6 248.0 - - - 0.0
Dividend (€ 0.45 per share) - - - - - 4074 -407.4
Share issue 4.6 31.1 - - - - 35.7
Options exercised (Consolidated Papers, Inc.) - -6.2 - - - 62
Net profit for the period - . - - - 925.3 926.3
OCI entries - - - =171 - -17.1
Translation adjustment - - - - 19.5 - 19.5
Balance at 31 December 2001 15415 1639.5 -1255 586 -50.1 59250 8 989.0
Repurchase of Stora Enso Oyj shares - - =392 - - - -39.2
Cancellation of Stora Enso Oyj shares -13.8 -83.6 97.4 - - - 0.0
Dividend (€ 0.45 per share) - - - - - -403.6 -403.6
Share issue L.e -1.9 - - - - 0.0
Net profit for the period - - - - - 29%.0 29%.0
OCI entries - - - 452 - - 452
Translation adjustment - - - - -63.3 - -63.3
Balance at 30 June 2002 1529.6 1 554.0 -67.3 103.8 -113.4 5 821.4 8 827.1
CTA = Cumulative Translation Adjustment
OCI = Other Comprehensive Income
Commitments and Contingencies
€ million 31 Dec 2001 30 Jun 2001 30 Jun 2002
On own Behalf
Pledges given 18.7 22.1 18.7
Mortgages 396.6 3934 264,0
On Bchalf of Associated Companies
Mortgages 1.0 1.0 1.0
Guarantees 68.3 17.3 664
On Behalf of Others
Pledges given 0.6 0.4 03
Guarantees 98.0 95.0 93.3
Other Commitments, Own
Leasing commitments, in next 12 months 434 332 40.7
Leasing commitments, after next 12 months 2573 148.1 250.0
Pension liabilities 2.1 28 22
Other commitments 92.5 104.6 92.7
Total 978.5 817.9 829.3
Pledges given 19.3 22.5 19.0
Mortgages 397.6 354.4 265.0
Guarantees 1663 112.3 159.7
Leasing commitments 300.7 1813 290.7
Pension liabilities 2.1 2.8 22
Other commitments 92.5 104.6 92.7
Total 978.5 8179 829.3




Net Fair Values of Derivative Financial Instruments
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€ million 31 Dec 2001 30 Jun 2001 30 Jun 2002
Net Net Positive Negative Net
Fair Fair Fair Fair Fair
Values Values Values Values Values
Interest rate swaps 276 3.0 87.7 -0.3 86.9
Interest rate options 0.0 0.0 22 0.0 22
Cross-currency swaps =50.6 -48.9 0.3 -27.7 274
Forward contracts 232 -78.5 4364 -127 4237
FX options - 02 0.0 0.0 0.0
Commodity contracts 331 437 30.6 0.0 30.6
Equity swaps 23.0 -48.8 15.3 7.1 82
Total 56.3 -129.3 §72.5 -48.3 524.1
Nominal Values of Derivative Financial Instruments
€ million 31 Dec 2001 30 Jun 2001 30 Jun 2002
Interest Rate Derivatives
Interest rate swaps
Maturity under 1 year 16.1 41.8 109.9
Marurity 2.5 years 766.5 659.5 837.8
Maturity 6-10 years 9417.5 983.5 12136
Maturity over 10 years - - 22.6
1 730.1 1684.8 2183.9
Inverest rate options 500.0 - 300.1
Total 2230.1 1684.8 2 484.0
Foreign Exchange Derivatives
- Cross-curTency swap agreements 243.7 178.5 223.8
- Forward contracts 7 526.2 70751 5542.0
- FX options - 50.0 10.1
Total 7769.9 7303.6 5775.9
Commodity derivatives
Commodity swaps 270.1 276.3 416.1
Total 270.1 276.3 416.1
Equity swaps
Equity swaps 131.0 131.0 214.8
Total 131.0 131.0 214.8
Sales by Product Area
€ million 1/01 11/01 IIL/01 1v/01 2001 1/02 /02
Magazine 910.2 847.6 831.7 859.5 34490 767.3 721.0
Newsprint 501.7 490.7 471.9 469.6 19339 412.8 413.2
Fine Paper 1021.3 904.1 8386 853.5 36175 827.1 787.0
Packaging Boards 701.9 704.2 672.8 645.1 27240 766.2 781.9
Timber 307.3 311.8 266.2 295.2 11805 286.1 320.8
Merchants 2314 2115 1889 208.5 840.3 2117 183.4
Forest 5115 4423 410.3 461.5 1825.6 497.9 479.2
Other -5483  -523.8 4799 -510.0 -2062.0 -540.2 -453.5
Total 3637.0 33884 32005 32829 135088 32289 3233.0




Adjusted Operating Profit by Product Area
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€ million 1/01 /o1  OI/o1  1Iv/ol 2001 102 11/02
Magazine 113.6 723 83.9 77.1 346.9 3.6 23
‘Newsprint 134.1 1256 128.7 120.4 S08.8 2.8 61.1
Fine Paper 167.6 81.9 70.6 744 3945 3.1 73.1
Packaging Boards 115.1 90.2 97.5 434 3462 100.6 70.7
Timber 5.6 7.9 25 -34 12.6 112 141
Merchants 0.2 -13 -1.6 4.5 =72 1.0 1.9
Forest 253 26.8 159 20.1 88.1 234 25.7
Other -1.9 -17.7 =219 -1.7 432 -16.6 -17.5
Amortisation on consolidation goodwill -36.6 -39.3 -36.6 -39.0  -151.5 <41.1 -41.2
Operating Profit excl. non-recurring Items §23.0 3464  339.0  286.8 14952 2740 190.2
Non-recurring items - -9.6 18.0 -16.7 -3 - 51.6
Operating Profit Total (IAS) 523.0 336.8 357.0 270.1 14869 274.0 241.8
Net financial items -121.8  -1214 -£7.7 326  -3435 ~“43.2 -44.0
Share of results of associated companies 28.3 233 16.3 11.7 79.6 1.7 84
Profit Before Tax and Minority Interests 429.5 238.7 305.6 2492 1223.0 24D.5 206.2
Tncome tax expense -146.0 -822 93.9 225  -299.6 -75.4 -68.3
Profit after Tax 283.5 156.5 2117 2717 923.4 161.1 1379
Minority interests 0.2 1.7 2.0 2.8 2.9 -).1 0.1
Net Profit for the Period 283.3 154.8 213.7 274.5 926.3 161.0 138.0
Opecrating Profit by Product Area

€ million I/01 11/01 II/o1 v/01 2001 L02 11/02
Magazine 98.1 55.1 68.6 605 2827 11 -14.4
Newsprint 1325 124.0 127.7 118.9 503.1 7.4 59.7
Fine Paper 1527 57.3 55.9 58.8 3247 80.1 60.6
Packaging Boards 113.5 88.5 95.3 417 3395 96.4 61.2
Tiraber 4.1 6.3 1.0 £2 52 .9 11.4
Merchants 0.5 -2.0 -2.3 =52 -10.0 -1.7 <252
Forest 253 26.8 15.9 20.1 88.1 254 257
Other 2.7 -19.2 -5.6 -18.9 ~46.4 -1¢.6 62.8
Operating Profit Total §23.0 336.8 357.0 270.1 14869 274.0 241.8
Net financial iterns -121.8  -1214 -67.7 =326 -3435 4:.2 -44.0
Share of results of associated companies 28.3 233 16.3 11.7 79.6 11.7 8.4
Profit Before Tax and Minority Intcrests 429.5 238.7 305.6 2492 12230 240.5 206.2
Income tax expense -146.0 -82.2 -93.9 225  -299.6 -75.4 -68.3
Profit after Tax 283.5 156.5 211.7 2717 923.4 161.1 137.9
Minority interests -0.2 -1.7 2.0 2.8 2.9 -0.1 0.1
Net Profit for the Period 283.3 154.8 2137 274.5 926.3 161.0 138.0
Shares

Closing price Helsinki, € Stockholm, SEK New York, $

Series A Series R Series A Series R ADRs

April 14.24 14.11 129.50 130.50 12.59

May 1545 15.60 140.00 139.50 14.25

Jupe 14.15 14.19 126.50 128.00 1325
Trading volume Helsinki Stockholm Nevr York

Series A Series R Serics A Series R ADRs

April 106 585 57747103 292 814 28211244 1472300

May 111171 56 477 500 146 246 27 459 579 2 %34 100

June 75108 64 592 753 200 066 28 040 904 2 536 600

Total 292 861 178 817358 639 126 83 711 727 70.3 000
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Publication dates for financial information

Interim review for January — September 2002 2 Oct 2002
Results for 2002 30 January 2003
Interim Review for January — March 2003 29 April 2003
Interim Review for January ~ June 2003 24 July 2003
Interim Review for January — September 2003 23 October 2003

It should be noted that certain statements herein which are pot historical facts, including, without limitation those regarding expectations for inarket growth
and developmenis; cxpeetations for growth and profitability: and statements preceded by “belicves”, “expects”, “anticipares™, “loresces™, or s tmilar
expressions, are forwardlooking statements Within the mewming of the United States Privage Securities Litigation Reform Act of 1995. Since lhese statements
ar¢ based on current pians, estimuies and projections. they involve risks and uncertainties, which may cuuse acual results 1o dilfer matcrially from those
expressed in such forward-Jooking statements, Such factors include, but are not limited to: (1) operating factors such & continucd success of manufacturing
activitics and the achievernent of efficiencies therein, continued success of product development, acseprance of new produds of services by tie Group's
largeted customers. success of existing and fulure collaboration arrangements, changes in busingss stralegy or development plans or trgets, changes in the
degree of protection created by the Group 's patents end othe intellccual property rights, the availability of capital on acceptable terms; 2) industry
conditions, such as strength of product demand, intensily of competition, prevailing and future global market prices for the Groups products .md the pricing
pressurcs theralo, price flucteations in raw materiuls, financial condition of the customers and the comperitors of the Group, te potential inoduction of
compeling products und technologics by competitors; and (3) general economic conditions, such as rates of cconomic growth in the Group's frincipal
geographic markets of fluctuations in exchange and intwrest rates.
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