Nordic Morning Group’s Interim Report, January 1–June 30, 2018

The Nordic Morning Group’s consolidated net revenue and operating
profit declined in the first half of the year
•

•

•

•

•
•

The Nordic Morning Group’s consolidated net revenue was EUR 41.8 million (EUR 51.3
million). Net revenue declined particularly in Sweden due to restructuring measures
carried out in the Edita Prima and Nordic Morning business areas in the previous year.
In the Edita Publishing business area, net revenue decreased due to lower advertising
sales revenue.
The Group’s gross margin before non-recurring items decreased from EUR 29.6 million to
EUR 24.9 million and EBITDA before non-recurring items decreased from EUR 4.9 million
to EUR 3.4 million.
Operating profit for January–June amounted to EUR 1.1 million (EUR 4.0 million). The
operating profit includes a minor amount (EUR -0.0 million) of non-recurring income.
The previous year’s operating profit included a net gain of EUR 3.1 million on the
sale of a land area in Hakuninmaa.
Operating profit before non-recurring items was EUR 1.1 million (EUR 1.9 million).
Profit excluding non-recurring items improved in the Nordic Morning and Edita Prima
business areas thanks to successful efficiency improvement measures and new customer
acquisition. In the Edita Publishing business area, operating profit declined due to
lower net revenue.
The equity ratio at the end of the review period was 37.8 percent (36.9 percent).
Cash and cash equivalents amounted to EUR 0.3 million (EUR 3.7 million), and net debt
was EUR 14.2 million (EUR 7.7 million).
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CEO Anne Årneby:

Moving into three business areas with clear offerings
We are on a change journey. Our client’s needs are changing due to the digital
transformation that affects all industries, as well as society.
In the beginning of 2017, Nordic Morning Group was made up of the parent company, Nordic
Morning Group Plc, as well as six Finnish and six Swedish subsidiaries. During 2017 and
the first half of 2018, the repackaging of our capabilities and services to better meet
today’s client needs and the digital business environment of tomorrow, have been in focus.
We have done this work in close collaboration with our clients to deliver a superior
customer experience, driving growth and customer loyalty.
Our business areas target three different markets:
•
•
•

Nordic Morning - Data-driven marketing & service design to drive growth and customer
loyalty
Edita Prima - Services for automated customer communication and sales support
material
Edita Publishing – Smart Learning and problem solving using digital technology and
content in new ways

In line with the repackaging, organizational structure and the management and steering
structures have been simplified. We continue the overhaul of our business operations step
by step to develop our ways of working and increase efficiency. A special focus is now put
on our fragmented information system structure in order to harmonize it to support our
business in an optimal way.
Nordic Morning Group´s change journey continues. As expected, the Group’s consolidated net
revenue declined slightly due to restructuring measures carried out in 2017, but the
operating profit excluding non-recurring items is still expected to be well in the
positive for the full year 2018.

The Nordic Morning Group and changes in Group structure
The Nordic Morning Group consists of three business areas:
•
•
•

Nordic Morning, comprised of Nordic Morning Finland Oy,
Nordic Morning Data-Driven Content AB, and Mods Graphic
Edita Prima, comprised of Edita Prima Oy, Edita Bobergs
Förvaltnings AB. The foreign companies no longer engage
Edita Publishing, comprised of Edita Publishing Oy.

Nordic Morning Sweden AB,
Studio AB.
AB, and Edita Bobergs
in actual business operations.

On January 1, 2018, the business operations of CountQuest AB and Ottoboni AB were merged into
Nordic Morning Sweden AB. The legal merger between the companies was carried out on March 14,
2018.
On May 1, 2018, the business operations of Nordic Morning Data-Driven Content AB were merged
into Nordic Morning Sweden AB. The legal merger will take place in the second half of 2018.
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Net revenue and profit
The Nordic Morning Group’s consolidated net revenue was EUR 41.8 million (EUR 51.3 million).
The net revenue in Finland was EUR 23.6 million (24.4), and the net revenue in Sweden was EUR
18.2 million (26.9). The Nordic Morning business area’s net revenue increased in Finland due
to subcontract invoicing, but declined in Sweden, where the focus was on improving
profitability by discontinuing loss-making operations in the previous year. The net revenue
of the Edita Prima business area in Sweden decreased due to the divestment of business
operations in the previous year. In the Edita Publishing business area, net revenue decreased
by EUR 1.1 million due to lower advertising sales revenue.
The Nordic Morning Group’s operating profit was EUR 1.1 (4.0) million, which is EUR 2.9
million lower than in 2017. The non-recurring income included in the operating profit totaled
EUR 0.0 (3.8) million. Non-recurring expenses amounted to EUR 0.0 (1.6) million. The Nordic
Morning Group’s operating profit excluding non-recurring items was EUR 1.1 (1.9) million.
In the Nordic Morning business area, net revenue was EUR 24.4 (27.8) million and profit was
EUR -0.2 (-1.7) million. The previous year’s profit was weighed down by rationalization
expenses of EUR 1.4 million related to the discontinuation of Nordic Morning Data-Driven
Content AB operations in Malmö and Gothenburg. Operating profit excluding non-recurring items
was EUR -0.2 (-0.3) million. In Finland, revenue grew but profit excluding non-recurring
items declined substantially. In Sweden, profit excluding non-recurring items improved
primarily due to the favorable development of Mods Graphic Studio AB.
In the Edita Publishing business area, net revenue was EUR 7.4 (8.5) million and profit was
EUR 1.7 (2.9) million. Net revenue and operating profit were decreased by lower advertising
sales but increased by the positive development in orders for learning materials.
In the Edita Prima business area, net revenue was EUR 10.2 (15.6) million and profit was EUR
0.7 (0.7) million. In Finland, net revenue decreased but profitability improved year-on-year.
The business operations in Sweden were divested in the previous year, which explains the
decline in net revenue during this financial year.
Other operations include group administration, the operating profit of which was EUR -1.1
(2.0) million. The previous year’s profit included a net gain of EUR 3.1 million from a land
area owned by the parent company.

Non-recurring items
Exceptional transactions outside the ordinary course of business are treated as non-recurring
items. Among such transactions are gains and losses on disposal of business operations and
assets, impairment, costs of discontinuing significant business operations and restructuring
provisions. In the income statement, gains are presented in other operating income, and
expenses in the corresponding expense item. Non-recurring items are included in segmentspecific operating results.

Solvency and financial position
The Nordic Morning Group’s equity ratio was 37.8 percent (36.9 percent). Cash and cash
equivalents amounted to EUR 0.3 million (EUR 3.7 million). Interest-bearing debt stood at EUR
14.5 million (EUR 11.4 million). Loan installments were paid according to schedule, which
reduced the amount of interest-bearing debt.

Verkkosaarenkatu 5, P.O. Box 110, FI-00043 Nordic Morning, Finland
www.nordicmorninggroup.com

Investments
The Nordic Morning Group’s gross capital expenditure totaled EUR 0.4 million (EUR 1.4
million). The most significant capital expenditure was related to the new office premises in
Helsinki, to which the company relocated in December 2017.

Risks and risk management
The Nordic Morning Group’s most significant risks are related to the development of the
general economic situation, the structural changes in the marketing and communications
industry, risks related to operations and the development of the value of the Swedish krona.
The Group’s risks are assessed regularly as part of operational planning and reporting.
The digital transformation has a tremendous impact by introducing rapid technological
progress to learning, marketing, customer behavior and media consumption as well as the
increasing use of data analytics. Using data analytics at the core of business operations
creates deeper customer insight to serve as the foundation of operations and also enables a
better customer experience.
The key to business growth lies in attracting and retaining highly competent personnel. As
our business depends heavily on our human capital, this is of critical importance to the
Nordic Morning Group. Failing to attract and retain talented professionals could pose
significant challenges to the Group’s business areas. With this in mind, the retention and
development of competence is one of the focus areas of our strategy.
For the Group’s solvency, as well as cash and cash equivalents, to remain at a good level,
the profitability of business operations must be improved and the management of working
capital must be enhanced.
Nordic Morning Group has grown largely through acquisitions, which have created acquisitionrelated goodwill in the balance sheet. The Group’s balance sheet includes EUR 14.3 million in
goodwill, which has been allocated to the Nordic Morning business area. If the structural
change of the marketing and communications market continues to be more intense than
anticipated, the Nordic Morning Group may have to consider additional write-downs of
goodwill.
As a result
fragmented.
information
between the

of acquisitions, the Nordic Morning Group’s information systems structure is
The risk this causes to business operations will be reduced by harmonizing the
systems structure in a manner that supports cooperation and information sharing
business areas.

The Nordic Morning Group’s currency risk is related to developments in the value of the
Swedish krona. Currency risks are monitored regularly and hedged when necessary. No hedging
of the Group’s transaction or translation positions took place during the beginning of the
year.
Financing risks are managed by hedging part of the interest rates on current loans. The
hedging arrangements will remain in effect until the loans mature.
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Board of Directors and CEO
The Annual General Meeting on March 21, 2018, decided that Per Sjödell (Chairman), Jukka
Ruuska (Vice Chairman), Anni Ronkainen and Ingrid Jonasson Blank will continue as members of
the Board of Directors of Nordic Morning Group Oyj. Pekka Hurtola and Anne Korkiakoski were
elected as new members.
The Nordic Morning Group’s CEO is Anne Årneby.

Personnel
The Nordic Morning Group employed an average of 478 persons (591) during the period from
January to June. At the end of June, the total number of employees stood at 482 (568),
converted to full-time employees. Business rationalization efforts and the discontinuation of
businesses reduced the number of employees by 40 persons in the Nordic Morning business area
and by 53 persons in the Edita Prima business area. The parent company employed an average of
26 employees (28) and the number of employees at the end of June stood at 27 (28).
To support the renewal of the Group’s business, an extensive company culture development
project was launched in spring 2018. The project is aimed at building a shared foundation of
values and creating operating principles that span the entire Group. The development effort
has been a participatory process in which the entire organization has been engaged in the
creation of the Group’s new culture. During the spring, members of personnel have
participated in interactive workshops, and development ideas and initiatives have also been
widely collected outside the workshops. The ongoing process of establishing the Group’s
values has also created an excellent framework for cooperation across team and unit
boundaries throughout the Group.

Compensation
The compensation of the CEO and members of the Group Management Team consists of a fixed
monthly salary, standard benefits, a performance-based bonus based on annually-decided
criteria that must be met for the bonus to be paid, and a long-term compensation system.
Nordic Morning Group Plc does not use incentive systems based on shares or share derivatives.
The contractual retirement age of the parent company’s CEO complies with the general
legislation.
The Board of Directors of Nordic Morning Group Plc decides the terms and conditions of the
contracts of the CEO and directors directly accountable to the CEO. Every year, the Board
sets targets, based on the budget and operating plans, that must be met for bonuses to be
paid and decides on the compensation of the CEO and directors directly accountable to the
CEO. As regards others than the CEO and members of the Group Management Team, the Board
decides on the principles of compensation.
In 2018, the Group has an incentive program under which the CEO is entitled to a performancebased bonus not exceeding 100 percent of the CEO’s annual taxable earnings. The other
individuals covered by the incentive program are entitled to a performance-based bonus not
exceeding 60–80 percent of their annual taxable earnings.
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Outlook for the remainder of 2018
During the fall, we will continue to develop the Nordic Morning Group’s businesses and
structures to support our services and ensure our ability to respond to our customers’
constantly changing needs. The key goals are to improve the profitability of the Nordic
Morning business area and develop shared information systems to increase cooperation between
the Group’s companies and competencies. These numerous changes are anticipated to reduce net
revenue and profit for the remainder of the year. Both net revenue and profit are expected to
be lower than in the previous year.

The figures in this interim report have not been audited.

Nordic Morning Group Plc
Anne Årneby
CEO

Appendix: Financial statements and notes to the financial statements
Further information: Anne Årneby, CEO, tel. +46 708 606 586,
anne.arneby@nordicmorninggroup.com and www.nordicmorninggroup.com
Distribution: State Ownership Steering Department and key media
Contact information: Nordic Morning Group Oyj, P.O. Box 110, FI-00043 NORDIC MORNING,
Business ID 0912752-6
APPENDIX: Financial statements and notes to the financial statements
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Principal accounting policies for the interim report (IFRS)
The Group’s interim report was prepared in accordance with the IAS 34 Interim Financial Reporting standard. The preparation of
the report was compliant with the IFRS standards and interpretations approved for application in the EU and valid on June 30,
2018.
This interim report was prepared in accordance with the same principles as the annual financial statements for 2017, except for the
following new standards adopted at the beginning of the financial year:
IFRS 9 Financial instruments governs the classification, measurement and derecognition of financial assets and liabilities. It also
introduces new principles regarding hedge accounting as well as a new model for calculating impairment on financial assets. The
new regulations have been applied by the Group starting from January 1, 2018, making use of the practical expedients permitted
by the standard. The reference figures for 2017 will not be adjusted. The most significant effects of IFRS 9 adoption in the Group
were related to the impairment of sales receivables and the classification of financial assets and liabilities.
In recognizing expected credit losses, the Group applies the simplified procedure defined in IFRS 9, according to which full lifetime
expected credit losses can be recognized for all sales receivables. For the purpose of determining expected credit losses, the
sales receivables have been classified according to their shared credit risk attributes and delayed payment. In the Group’s view,
the new standard has not had a significant effect on the consolidated financial statements.
IFRS 15 Revenue from Contracts with Customers is a new standard governing revenue recognition. The Group adopted the
standard effective from January 1, 2018. In the Group’s view, the new standard has not had a significant effect on the consolidated
financial statements.
IFRS 16 Leases. As a result of the adoption of IFRS 16, nearly all leases have been recognized on the balance sheet as fixed
assets, except for short-term leases of less than 12 months and leases whose underlying asset has a low value. Operating leases
and financial leases are no longer separated. The adoption of the standard has reduced off-balance sheet liabilities and increased
fixed assets and liabilities.
The approach to lessor accounting has not changed significantly. However, the concepts of agreements recognized as liabilities
and leases pursuant to IFRS 16 differ from each other. New agreements recognized in the balance sheet consist of leases for
business premises and cars. The Group has applied the standard retrospectively, adjusting the comparison figures for 2017. The
adjustments for the comparison years are presented on the following pages.
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