YIT Corporation’s Interim Report, January 1 - September 30, 2005
- -—

Together we can do it. \' I 'r




YIT Corporation’s Interim Report, January 1 - September 30, 2005

Profit before taxes up 39 per cent

All the business segments improved their operat-
ing profit and profitability. Operating profit grew
by 32 per cent on the previous year and was EUR
162.0 million (EUR 122.8 million). The operating
profit margin was 7.5 per cent (6.0%).

Operating profit by segment (EUR million)

1-9/2005 1-9/2004 Change,
%
35.8 20.4 75

107.2 86.0 25

Building Systems
Construction Services
Industrial and
Network Services 21.9 19.9 40
Other items -8.9 -3.5 *)
YIT Group, total 162.0 122.8 32

*) Change over 100 per cent

Profit before taxes grew by 39 per centto EUR
153.6 million (EUR 110.3 million). Profit after taxes
amounted to EUR 113.4 million (EUR 77.9 million).
Return on investment at the end of the 12-month
period ending at the conclusion of the review
period was 23.7 per cent. During the 2004 financial
year, return on investment was 19.2 per cent.

Earnings per share amounted to EUR 1.83
(EUR 1.26), up 45 per cent on the previous year.
Equity per share was EUR 8.28 (EUR 6.85).

The equity ratio was 34.6 per cent (30.2%).
The gearing ratio was 52.3 per cent (87.5%). Net
debt amounted to EUR 271.8 million (EUR 370.1
million).

Revenue up 5 per cent

Inthe January-September period, the YIT Group’s
revenue grew by 5 per cent on the previous year
and amounted to EUR 2,163.8 million (1-9/2004:
EUR 2,058.0 million). Of the revenue, 45 per cent
was generated by Building Systems, 42 per cent by

Construction Services and 13 per cent by Industrial
and Network Services.

Revenue by segment (EUR million)

nance and servicing operations are not included
in the order backlog.

Order backlog by segment (EUR million)

1-9/2005 1-9/2004 Change, 9/2005 9/2004 Change,
% %
Building Systems 994.7 962.7 3 Building Systems 575.7 564.6 2
Construction Services 925.3 869.8 6 Construction Services 1,193.8 940.0 27
Industrial and Industrial and
Network Services 291.3 258.1 13 Network Services 158.3 203.6 -22
Other items -47.5 -32.6 46 Other items -46.4 -
YIT Group, total 2,163.8 2,058.0 5 YIT Group, total 1,881.4 1,708.2 10

YIT’s service chain spans the entire life cycle of
investments. YIT follows a life cycle strategy to seek
better service capabilities, business growth and
a steadier flow of income. Part of the Group’s rev-
enue comes from its industrial, property, telecom
network and traditional infrastructure maintenance
and servicing business. During the review period,
therevenue generated by the upkeep business was
EUR815.2million (EUR 732.9 million), representing
38 per cent (36%) of total revenue.

Oftherevenue, 57 per centcame from Finland,
32 per cent from the other Nordic countries, 6
per cent from the Baltic countries and 4 per cent
from Russia.

YIT’s strategy is to bolster its construction
servicesinthe Baltic countries and Russia, building
system services in the Nordic and Baltic countries
as well as industrial and network services in its
operating countries.

Order backlog EUR 1,880 million
The Group’s market position is strong. The unin-

voiced backlog of orders was 10 per cent higher
at the end of the review period than a year earlier,
having risen to EUR 1,881.4 million (EUR 1,708.2
million). The margin of the order backlog is good.
Due to their nature, part of the Group’s mainte-

The order backlog of the Industrial and Net-
work Services business segmentwas down 22 per
centonthe comparison period due to the length of
network service agreements. Inthe case of network
services, the order backlog is based on custom-
ers’ forecasts, which usually extend up to the end
of the calendar year. This order backlog declines
until the end of the year, when a new estimate for
the next full year is received. In 2004, a multi-year
service agreement — including its forecasts — was
inforce, andthusthe period calculated inthe order
backlog was longer.

YIT amends its strategic target levels
YIT Corporation’s Board of Directors amended
the Group’s financial target levels on Septem-
ber 21, 2005. The revised financial target levels
correspond to the strategic emphases set for
business operations. The revenue growth target
was bolstered from 5-10 per cent to 10 per cent
annually on average. The target level for return on
investment was raised from 20 to 22 per cent. The
target for the dividend payout ratio was increased
from 30-50 to 40-60 per cent. The target level for
the equity ratio was kept at 35 per cent.

YIT will continue its strategy of profitable
growth. In order to improve profitability and cash

flow, the share of business operations accounted
for by services close to end-users and long-term
service agreements will be increased.

Revenue growth is sought by rounding outthe
building system service portfolioin the Nordic and
Baltic countries, stepping up residential construc-
tion in Russia and the Baltic countries as well as
expanding the offerings of Industrial and Network
Services in YIT’s operating countries through the
outsourcing of network operators and industry.
Growth potential is also seen in services offered
directly to consumers — which have a high value-
added content — and in different areas of the
technical infrastructure of society.

The Board of Directors’ resolutionto revise the
target levels was published as a stock exchange
release on September 21, 2005.

The Group’s financial position
strengthens

The Group’s financial position remained good
duringthe review period. Interest-bearing liabilities
amounted to EUR 325.0 million (EUR 411.9 million)
at the end of the period and liquid assets to EUR
53.2 million (EUR 41.8 million). Net debt was EUR
271.8 million (EUR 370.1 million). At the end of
the review period, the gearing ratio was 52.3 per
cent (87.5%).

Financialincome during the period amountedto
EUR 1.3 million (EUR 1.2million), exchangerate gains
to EUR 2.6 million (EUR -0.1 million) and financial
expensesto EUR 12.8 million (EUR 13.6 million). Net
financial expenses were EUR 8.9 million (EUR 12.5
million), or 0.4 per cent (0.6%) of revenue.

The proportion of fixed-interest loans in the
Group’s entire loan portfolio was 56 per cent
(49%). Loans raised directly on the capital and
money markets represented 43 per cent (50%) of
the loan portfolio.

The construction-stage contract receivables
sold to financing companies totalled EUR 177.9
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million (EUR 187.4 million) at the end of the period.
Of this amount, EUR 79.4 million (EUR 90.5 mil-
lion) is included in interest-bearing liabilities in
the balance sheet and the remainder comprises
off-balance sheetitems as perIAS 39. The interest
on sold receivables paid to financing companies,
EUR 3.8 million (EUR 4.4 million), is included in
financial expenses in its entirety.

Participations in the housing corporation
loans of unsold completed residences, EUR 21.8
million (EUR 17.4 million), are also included in
interest-bearing liabilities, butthe interest onthem
is booked in project expenses, as said interest
is included in housing corporation maintenance
charges.

Interest-bearing liabilities included EUR 5.8
million in leasing commitments (EUR 11.2 mil-
lion).

Total assetsinthe consolidated balance sheet
amounted to EUR 1,621.4 million (EUR 1,514.0
million) at the end of the period.

Capital expenditures and acquisitions
Gross capital expenditures on non-current assets
included in the balance sheet totalled EUR 22.3
million (EUR 24.3 million) during the January-Sep-
tember period, representing 1.0 per cent (1.2%) of
revenue. Investments in construction equipment
amounted to EUR 8.9 million (EUR 5.6 million) and
investments in information technology to EUR 2.1
million (EUR 3.5 million). Other production invest-
ments cameinatEUR 1.1 million (EUR 1.5 million).

Other investments amounted to EUR 10.2 million
(EUR 13.7 million).

In Building Systems, YIT Building Systems
Oy acquired a majority holding in the Estonian
company A/S Emico in August. Emico engages
in electrical contracting and servicing.

YIT’s property maintenance business in the
Greater Helsinki Areawas sold to Sol Palvelut Oy on
September 1, 2005. By means of this transaction,

YIT phased out the maintenance of the external
areas of properties and building superintendent
services. In the property services provided by YIT
itself, the company will from now on focus on works
related to the technical systems of properties.

Changes in the Group structure

The Industrial and Network Services business
segmentwas formed on June 1, 2005, by merging
Services for Industry and Data Network Services.
The structure of the business segment will be
gradually streamlined in 2006 by merging YIT
Primatel Oy, YIT Service Oy and YIT Industria Oy
into the parentcompany YIT Industrial and Network
Services Oy. At the beginning of 2006, industrial
electricity, automation and HEPAC operations will
be transferred to the business segment from YIT
Kiinteistétekniikka Oy. The business functions
that will be transferred had revenue of EUR 54
million in 2004.

In Latvia, the building system services com-
pany YIT BS Latvia SIA is being renamed YIT
Tehsistem SIA.

Number of employees: 21,500

During the review period, the Group employed
21,330 (22,012) people on average. At the end
of the period, the Group had 21,468 employees
(22,013). Of YIT’s employees, 53 per cent work
in Finland, 36 per cent in the other Nordic coun-
tries and 11 per cent in the Baltic countries and

Russia.

Personnel by business segment, September 30, 2005

No. Share of

the Group’s

employees

Building Systems 11,941 56%

Construction Services 4,937 23%
Industrial and

Network Services 4,275 20%

Corporate Services 315 1%

YIT Group, total 21,468 100%

Personnel by country, September 30, 2005

No. Share of

the Group’s

employees

Finland 11,502 53%
Sweden 4,215 20%
Norway 2,455 1%
Denmark 1,062 5%
Lithuania, Latvia, Estonia 1,443 7%
Russia 791 4%
YIT Group, total 21,468 100%

Share capital and shares

YIT Corporation’s share capitalwas EUR 61,292,854
at the beginning of the review period and the
number of shares outstanding was 61,292,854.
Due to the subscription of shares on the basis
of Series C and D share options from 2002, the
share capital increased by EUR 380,706 on May
6, 2005, by EUR 325,538 on June 27, 2005, and
by EUR 131,176 on August 19, 2005. At the end of
the period, the share capital was EUR 62,130,274
and the number of shares was 62,130,274.

During the review period, 293,705 Series C
share options were traded at an average price
of EUR 32.93/option and 325,153 Series D share
options at an average price of EUR 39.47/option.

Authorizations to increase the share capital
During the review period, no share issues were
organized and convertible bonds or bonds with
warrants were not floated. Atthe end of the period,
the Board of Directors did not have valid share
issue authorizations or authorizations to issue
convertible bonds or bonds with warrants.

The company did not own any of its shares
during the report period. The subsidiaries did not
own shares in the parent company.

YIT Corporation’s Annual General Meeting
held on March 16, 2005, decided to buy back a
minimum of 200 to a maximum of 2,000,000 of
the company’s own shares and authorized the
Board of Directors to decide on the disposal of
these shares.

Market capitalization grows to over two billion
The average share price during the January-Sep-
tember period was EUR 26.09 (EUR 15.78), with a
high of EUR 36.44 (EUR 17.53) and a low of EUR
17.90 (EUR 13.51). The share price more than
doubled during the past 12 months. The closing
rate was EUR 35.30 (EUR 15.85).

Share turnover during the period amounted
to EUR 1,127 million (EUR 492.5 million), with
43,215,873 (31,206,346) shares being traded.
Market capitalization at the end of the period was
EUR 2,193.2 million (EUR 969.7 million).

Number of shareholders surging

The number of registered shareholders was 7,456
(4,928) at the beginning of the review period and
9,260 (7,059) at its end. The number of private
investors grew by almost 1,700 in the January-
September period.

According to the nominee registers, 25.5 per
centofthe shares (19.9%) were owned by foreign-
ers at the beginning of the period and 35.3 per
cent (24.5%) at the end. Other foreign ownership
atthe end of the review period amountedto 2.2 per
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cent (2.0%); thus, a total of 37.5 per cent (26.5%)
ofthe company’s shares outstanding were owned
by international investors.

Monitoring and anticipating
the market situation

About 90 per cent of YIT’s revenue is generated in
one ofthe most economically and politically stable
areas in the world - the Nordic countries — and
approximately 5 per cent in the Baltic countries.
Thanksto good and stable economic development
in Lithuania, Latvia and Estonia, these countries
will most likely meet EMU criteria and achieve
euro zone membership in 2007-2008. Our core
revenue is stable and profitable, enabling us to
expand our operations in the growing housing
market of Russia. Slightly less than 90 per cent
of YIT’s revenue is generated by the Construc-
tion Services and Building Systems business
segments. Variations in the total demand for the
services of these business segments are due
largely to cyclical fluctuations in construction
investments and the market for property repairs
and maintenance. Industrial and Network Services’
market situation in turn hinges on the investment
cycles of industry and data network operators as
well as the rate at which maintenance, servicing
and installation operations are outsourced. Over
the longer term, the structure of demand will be
increasingly weighted in favour of labour-intensive
servicing, repairand modernization works due the
ageing property and capital stock and the greater
complexity of new technical systems. YIT moni-
tors and anticipates the trend in both the market
structure and cyclical variations so as to be able to
reactto changesin goodtime, instead of permitting
operations to drift freely in business cycles.

Market situation remains good in
Northern Europe

The Nordic countries are still booming. Financial
research institutions estimate that the national

economies of the Nordic countries will develop at
a stable rate of about 2-3 per cent in 2005-2007,
outpacing growth in the EU by approximately one
percentage point. The good trend in incomes
and the improving employment situation support
household consumption. The current information
indicates that interest rates in the euro zone will
remain at a relatively low level during the forecast
period, maintaining investments and demand for
housing. The Nordic construction market repre-
sents 7.5 per cent of the Western European con-
struction market. The Nordic construction market
will grow by 3-4 per cent during the present year.
In 2006 and 2007, growth will slacken slightly.
Housing sales in Finland will continue to be as
brisk as in the previous year. Growth in exports
and industrial outputincreases the need forindus-
trial investments and maintenance in the Nordic
countries. Russiaand Norway benefitfrom the high
prices of oil. The rate of growth in Russia, Estonia,
Latvia and Lithuania is about twice as fast as in
the Nordic countries.

Finland

In September, Nordea estimated that Finland’s
GDP will rise by 1.9 per cent this year, 3.6 per
cent the next and 3.1 per cent in 2007. Demand
for exports from Finland declined as a result of
weaker-than-expected economic growth in the
euro zone and the lengthy labour dispute in the
Finnish paper industry, and consequently the
growth forecast for the present year was adjusted
downwards. The improvement in the employment
count, the good trend in incomes and the low
interest rate level support household consump-
tion and demand for housing. The growth rate of
investments was slacker than expected in the first

part of the year. According to the survey released
by the Research Institute of the Finnish Economy
ETLA in September, private investments will grow
by 2.5 per cent this year and by 5.0 and 5.6 per
cent during the next two years. ETLA estimates
that average annual growth in private investments
willamountto 3.4 per centfrom 2004-2009. Invest-
ments by the manufacturing industry will grow ata
slow rate. According to the business cycle report
published by the Confederation of Finnish Con-
struction Industries RTin November, the volume of
construction will grow by 3 per cent both this year
and the next. Residential construction and repair
works will remain brisk. Residential start-ups will
number 32,750 this year and 32,250 the next. Con-
struction ofindustrialand commercial premises will
also be on the up and office construction has now
passed its low point. Annual growth in renovation
works will be 2-3.5 per cent during the present
decade. ETLA predicts that total construction
output will increase at an average annual rate of
2.4 per cent from 2005 to 2009, that is, faster than
in the previous five-year period. Growth in new
construction and renovation maintains demand
in the construction and building system markets
(heating, plumbing, air-conditioning, electrical and
automation contracting, and maintenance). The
market for industrial, property and infrastructure
maintenance will expand as the outsourcing trend
progresses. Telecom operators are expected to
keep outsourcing their field functionsin the future.
Growth in the number of broadband connections
will also continue for many years. On the other
hand, investments to expand the fixed and mobile
phone networks will remain slight.

Sweden

Atthe end of August, the Swedish National Institute
of Economic Research Kl estimated that Sweden’s
workday-adjusted GDP had grown by 3.6 per cent
last year, driven by exports. After the slack phase

in the last quarter of the previous year and the first
quarter of the present year, economic growth has
picked up the pace again. The factors underlying
this positive trend are the high capacity utiliza-
tion ratio in industry, solid earnings, the positive
incomes trend enjoyed by households and the low
interestrates. Kl stated that the boom will continue
and raised its workday-adjusted GDP growth
estimate for the present year to 2.4 per cent and
forecast growth of 3.2 and 3.0 per cent for 2006
and 2007, respectively. Inthe present year, private
and public consumption are the engines of growth.
In 2006, GDP growth will be on a broader footing
as exports increase due to international demand
and the effect of the relatively weak Swedish krona.
Investments willincrease by 9.0 per cent this year,
but growth will then slow down to 6.9 and 4.3 per
cent during the next two years. Fixed investments
by industry will increase by 16.0 per cent this year
and 9.0 and 3.9 per centin 2006 and 2007. Invest-
ments by the service sector will also see buoyant
growth of slightly over 5 per cent during the present
year and the next two years. Kl states that growth
in housing investments will continue at a rate of
19.1 per cent this year and by 10.0 and 4.8 per
cent during the next two years. According to the
business cycle barometer Kl released in October,
the order backlogs of construction companies
have increased, and these companies expect to
see further backlog growth. There is a shortage
of skilled labour. The National Board of Housing,
Building and Planning (Boverket) notes that 60
per cent of municipalities have reported a housing
shortage. Boverket predicts that the construction
of 31,000 new residential units will be started up
this year and 33,500 the next.

Norway

Economic growth remains strong in mainland
Norway, as interest rates are low, oil investments
are surging, the international economy is recover-

YIT Corporation’s Interim Report, January 1 - September 30, 2005






