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Good afternoon everyone, I wish you all warmly welcome to this conference call.  Again, it takes 15 to 20 minutes to go through key points of our results for the third quarter and the first nine months of this year. After that we’ll have time for questions. Our CFO Matti Salmi and Kare Laukkanen our IR Manager are here with me. The slide set that I am using in my presentation is available on our internet site.  
Strategy

We have just finalised our strategic process for this year and this time I start by briefly updating you about our strategic objectives. Basically our strategic issues and our strategic focus areas remain the same as before. We have done some fine tuning in our focus areas, of course, because the environment is changing, the consumer behaviour is changing as well and digital media is growing faster than traditional print media, basically everywhere.  And we have to meet the changing consumer needs. 
Also in the future we will be a multimedia company here in Finland and even more so when we start our radio activities in the beginning of next year, 2007. Our international focus areas are consumer magazines, educational publishing, and press distribution but also digital media in the future. We also want to invest in digital media and grow internationally in that particular sector. Our all divisions will focus on growth and profitability, market leadership and we want to create our way of doing to be our competitive edge also in the future.  Our growth targets remain the same: we want to grow faster than GDP in our main operating countries and in addition to that we want to increase our digital business revenues significantly meaning much faster than traditional medium. Our EBIT margin target remains in 12%.  
Digital media and market environment
We have a strong market position in the Netherlands and Belgium and there we use expertise to explore new frontiers of new media business. We also centralised our online operations in the Netherlands. Paul Molenaar, who is one of our leading talents in this field, CEO of ilse media, was appointed also to be COO on online and media innovations in Sanoma Uitgevers.  Here in Finland we, today, announced that we are going to establish a joint company focusing on digital media to create the necessary conditions for growth and leadership in the Finnish advertising market. It is jointly owned by Sanoma, Sanoma Magazines Finland, and SWelcom. We are consolidating our know-how here. 
Advertising expenditure this year in our key operating countries is basically growing everywhere according to ZenithOptimedia. In the Netherlands magazine advertising is growing by 2% which may be a bit optimistic, because if you look at the actual figures in the beginning of the year, during first eight months, it shows 6% decrease. It’s basically the same case also in Belgium. Maybe their estimates are a bit too optimistic. But online business is growing very fast by 30%, for instance, in the Netherlands. Here in Finland newspapers grew by 3%, magazines by 2% and TV is taking share, growing faster than print media. Online is also growing here this year by 24%. That area is growing everywhere and, basically, all the media sectors are in growth mode. In Russia, print advertising is still growing fast, by 18% this year, and online as much as 80%. Hungary is also a very fast growing market. Magazines grew by 8% and online 57%, and so is the case also in the Czech Republic. 
Key figures

During the third quarter we focussed on digital investments, made some acquisitions and some launches so was the case also in print media and we also strengthened our position in educational publishing and distribution. Our net sales were almost €2 billion during the first nine months of the year. Our operating profit excluding major non-recurring capital gains grew by 7%, being €214.3 million compared to €200.2 last year during the first nine months. Our balance sheet is strengthening as well as our equity ratio, which was almost 40% at the end of September. Earnings per share were 96 cents.  
Sanoma Magazines

We actively strengthened both our print and online portfolio by doing some acquisitions. Sanoma Magazines also made several launches during the third quarter and we also revamped some of our key titles like Libelle in the Netherlands. We started co-operation in the Adriatic region in August; it’s too early to say anything about the success yet. 
We made also some key appointments, Dick Molman was appointed to be a president of Dutch based Sanoma Uitgevers. Aimé van Hecke was appointed to be president of Sanoma Magazines Belgium 1st January 2007 onwards and Paul Molenaar, I already mentioned. And as you saw in one of the previous slides, our position in the Netherlands in online business is very, very strong to leverage. 
Sanoma Magazines in figures, the Division’s advertising sales was up by 15% and online sales by 52% in the Netherlands. Advertising market in print in the Netherlands and Belgium was still pretty challenging but there was good growth in Russia, Bulgaria, and Hungary. Sanoma Magazines Finland outperformed market growth well. Circulation was up by 3%, subscriptions sales developed well in the Netherlands and Finland but single copy market in the Netherlands is still very, very challenging.  Circulation sales in Belgium were still affected slightly by the distribution problems we had in the beginning of the year. On the other hand, circulation sales in Sanoma Magazines International developed well, partly due to new launches. And these figures on the slide number seven include €2.6 million capital gains and €2.1 million adjustment related to acquisition in 2001.  
Sanoma

We acquired operations of Metro in Finland in August. It is a very important step and development for our free sheet portfolio. And as I mentioned before, our online business is expanding and we created new Sanoma Digital business unit to develop online business here in Finland. Taloussanomat, financial daily, also successfully focused on online and we really increased our visitors. For instance, in week number 41 we had some 157,000 unique visitors which is three times as much as before the new launch. 
Advertising sales grew by 4%, outperforming the market growth. There was growth in Helsingin Sanomat, our main newspaper, and also in free sheet. Online ad business grew during January-September by 43%. Circulation sales were down by 2% but readership was stable and the total reach was up due to online. Again, growth in Helsingin Sanomat. On the other hand single copy sales of our tabloid, Ilta-Sanomat decreased a bit and these figures included capital gains of  €1.7 million.  
SanomaWSOY Education and Books

We reorganised this part of the Group and the name of the Division is now SanomaWSOY Education and Books. Jacques Eijkens, a Dutchman, was appointed to be a Division head and at the same time he was also appointed to be a member of SanomaWSOY’s Management Group. So we started to internationalise, also, our management group by this appointment. Veli-Pekka Elonen was, at the same time, appointed to be a President of WSOY Business Unit here in Finland. 
We made also some acquisitions. We finalised the acquisition of Láng Holding in Hungary and consolidated the entities. Now we have educational publishing operations in five countries. Malmberg in the Netherlands also made some acquisitions, Aromedia being one of those. 
Seasonality is increasing, that means that Q2 and Q3 are the strongest ones in this Division and educational publishing is doing very well in all the countries. Of course general literature is more focused on Q4 than it used to be. And profitability is growing because, as mentioned, educational publishing business is good margin business, basically everywhere. Last year we had capital gains worth of €10.8 million and it seems that, also in the future, the second and third quarters are the strongest in this business. We improved our operating profit excluding one-shots by almost 36% compared to last year’s figures. Education and books will be our focus area also in the future.  
SWelcom

We are making preparations for radio operations. Radio is a missing part of our multimedia portfolio here in Finland. We see a lot of synergies between radio and TV so we have also combined the organisation. There is a combined broadcasting unit to run those businesses in the future. Radio is also very good media for cross promotion.  
Nelonen's, our TV channel, multimedia concept is widening. We are the first channel in Finland to offer TV series online in advance for viewing. Welho’s customer potential increased through IPTV technology and also PCTV. So we have a lot of choices for our customers in the future. 
TV advertising during January-September was up by 6% and Nelonen is growing much faster than the market here in Finland. Sales of pay TV, broadband and digital set-top boxes are developing also well. It seems that broadband price competition, at least in some extent, is decreasing here in Finland, at the moment. 
Operating profit excluding one-shots, increased by 32.4%.  
Rautakirja

Our logistic arm and retail unit, Rautakirja, had good development as well. Rautakirja developed it’s market position. We opened new units in movie theatres and book stores and we also created a new POS system in Finnish kiosks, it’s now up and running. Kiosk visitors were up by 1% and at least partly because of new products and new services. We are also in the process of opening some new units in the near future.  
Net sales grew in all the businesses. Warm summer, of course, here in Finland promoted traditional kiosk product and press distribution, which was especially outside Finland growing. Movie supply, this year, is also excellent. So the operating profit without major non-recurring capital gains was up by 20.5% and operating profit last year included €4 million capital gains from divestment of restaurant operation.  
Outlook

No changes in the Group outlook since the second quarter. We have made some fine tuning between divisions so divisional guidances now, without major capital gains, are that Sanoma Magazines is somewhat below last year, Sanoma at least at last year’s level. Education and Books, SWelcom, and Rautakirja are improving markedly. 
On the Group level our net sales grow by some 4% and our operating profit excluding the major non-recurring capital gains will improve and again we have to bear in mind that our EBIT excluding these mentioned gains last year was €269.1 million. 
Questions and answers
VP
Veronica Pechlaner from Goldman Sachs in London. I have a couple of questions. the first one is on Sanoma Digital. You elaborated in your presentation a little bit about what you are trying to do on the digital front. Could you give us a bit more guidance for next year, just in terms of the revenue and profitability contribution that you expect from these businesses because we, obviously, try to make up some of the numbers, as well, forecast on the business. Then the second question is on Wolters Kluwer and their education business which is currently for sale. Could you elaborate on your thinking there and whether this is a business that you could see fitting your own businesses?

HS
It is too early to say anything precise because this is in the starting point. The idea, basically, is that, because the world is changing differently compared to our existing organisation. Now we are starting to act more like one Group, using our group strength and trying to consolidate our know-how. What we have said publicly is that our online sales is approximately about €90 million and then we are talking about online only. When we are talking about digital business, which is much broader, it includes TV for instance, and then we are talking about different figures. But what comes to this Sanoma Digital, it is too early to give any more precise guidance.
Wolters Kluwer is, of course, an interesting case, we normally do not speculate this kind of issues but, of course, it’s self evident that we are interested in those because, as I mentioned, educational publishing is one of our focus areas also in the future. Of course we had some problems, for instance, in Holland and Belgium because of competition issues but taking those into consideration, so a basic answer to your question is that, of course, we are interested in looking at those.  

VP
On the magazine business, could you give a little bit of guidance there for the full year? Could you talk me through, on the profitability of that business, what is happening, where you see most pressure?

HS
Dutch market is still the most challenging. There is a pressure on prices and margins because of the competition, and especially single copy sales are under pressure. And growing areas, of course, Central Eastern European countries and Russia where we have made major investments, for instance in Russia, have launched this new women’s weekly title called Gloria. We have opened it a bit more in our interim report.  

VP
In terms of launches, what about next year?
HS
I think it’s too early to say, but I think basically the total amount of launches in print remains about the average but I think that we are investing more than we have done in the past for online and digital. Digital is not only related to magazines but also in other divisions.

SN
Stefan Nelson from Standard and Poor’s. Congratulations to a good set of numbers. I have a few questions, first just going back to the Finnish market and to your tabloid Ilta-Sanomat and also if you could comment there, what would you see you can change since you’re loosing some market share and also it is a tough market? Also if you can comment on how you look at the Finish newspaper market going forward?

HS
The fact is that we have lost some market share in tabloid market when it comes to volume. On the other hand we increased our prices, our tabloid is now €1.2 a copy, so it means that in money wise, I think, we have gained some market position.  Of course, when you increase your prices and your competitors are not doing that and we have a tough situation here, so it hits your volume at least temporarily. But I think money-wise we have gained some market position. But the fact is that it’s a tough market so we have good competition here. And we, of course, trust in our brand, we trust in our journalistic quality and we are, of course, doing our utmost to fight this battle. We are basically talking about very, very small changes in the market position.

SN
Good, moving on to the educational publishing side, now you’re in five countries and have significant operations. Could you give some comments on what countries you see to be interesting for acquisitions that could provide synergies to your existing operations?

HS
We are very open here, we have not prioritised any specific countries. At the moment, we are looking at Central Eastern European countries, and we are also having some test cases in Russia, of course, the same countries we are already in with our magazines, for instance. They are in our radar screen but we also consider, in this business, the big five, if you put it that way, but it very much depends on the opportunities. But we are very open minded here.

SN
Could I ask you to maybe give some form of outlook for ‘07 already now, thinking more in terms of the market environment. You, of course, haven’t had it so easy in the Netherlands now, what do you see going forward?

HS
We have not disclosed any estimates for the next year because it very much depends on how the economic environment looks like and in case we are on the top of the cycle at the moment. But we have not opened that yet.
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