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Forward-looking statements 

Certain non-GAAP financial information is contained in this presentation that management believe may be useful in comparing the companyôs 
operating results from period to period. Reconciliation's of certain of the non-GAAP measures to the corresponding GAAP measures can be found in 
the quarterly results booklet for the relevant period. These booklets are located in the óInvestor Infoô section of www.sappi.com.   

Regulation G disclosure 

Certain statements in this release that are neither reported financial results nor other historical information, are forward-looking statements, including 

but not limited to statements that are predictions of or indicate future earnings, savings, synergies, events, trends, plans or objectives. The words 

ñbelieveò, ñanticipateò, ñexpectò, ñintendò, ñestimateò, ñplanò, ñassumeò, ñpositionedò, ñwillò, ñmayò, ñshouldò, ñriskò and other similar expressions, which 

are predictions of or indicate future events and future trends and, which do not relate to historical matters, and may be used to identify forward-looking 

statements. You should not rely on forward-looking statements because they involve known and unknown risks, uncertainties and other factors which 

are in some cases beyond our control and may cause our actual results, performance or achievements to differ materially from anticipated future 

results, performance or achievements expressed or implied by such forward-looking statements (and from past results, performance or 

achievements). Certain factors that may cause such differences include but are not limited to: 

 

Å the highly cyclical nature of the pulp and paper industry (and the factors that contribute to such cyclicality, such as levels of demand, production 

     capacity, production, input costs including raw material, energy and employee costs, and pricing); 

Å the impact on our business of the global economic downturn; 

Å unanticipated production disruptions (including as a result of planned or unexpected power outages); 

Å changes in environmental, tax and other laws and regulations; 

Å adverse changes in the markets for our products; 

Å the emergence of new technologies and changes in consumer trends including increased preferences for digital media; 

Å consequences of our leverage, including as a result of adverse changes in credit markets that affect our ability to raise capital when needed; 

Å adverse changes in the political situation and economy in the countries in which we operate or the effect of governmental efforts to address   

present or future economic or social problems; 

Å the impact of restructurings, investments, acquisitions, dispositions and other strategic initiatives (including related financing), any delays, 

unexpected costs or other problems experienced in connection with dispositions or with integrating acquisitions or implementing restructuring or 

strategic initiatives (including our announced dissolving wood pulp conversion projects), and achieving expected savings and synergies; and 

Å currency fluctuations. 

  

We undertake no obligation to publicly update or revise any of these forward-looking statements, whether to reflect new information or future events 

or circumstances or otherwise. 
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Coated Papers 

Å CWF volumes stronger than expected YTD 

Å Coated paper capacity coming out in Europe 

Å Healthy growth for ñenthusiasts-typeò publications 

Å Print advertising faces continual pressure from other lower-cost 

forms of  advertising 

Å We have well-invested, premier assets with established brands with 

strong market positions. 
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Global Demand Forecast for CWF Paper 
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While demand falls in 
ŘŜǾŜƭƻǇŜŘ ŜŎƻƴƻƳƛŜǎΧ 

ΧƎǊƻǿǘƘ ƛǎ ŦƻǊŜŎŀǎǘ ǘƻ ŎƻƴǘƛƴǳŜ 
in emerging markets.   

Source: EMGE WGPR March 2014 



| Deutsche Bank LevFin 2014 | September 2014 

6 

Why Dissolving Pulp? 

ÅPopulation growth- Global population 

from a current 6.9bn to 8.3bn by 2030 

ÅIncreasing need for clothes and food  

ÅIncreasing need for more comfortable 

clothing 

ÅRising urbanization and standard of 

living in the Greater Asian Region 

ïAsian middle class population is 

likely to grow to 2.7bn by 2030 from 

the current 1.9bn people  

ïAsian consumers are likely to spend 

$32 trillion/year by 2030, accounting 

for 43% of total global consumption 

Textile Fibres Consumption 

Million Metric Tons 

Capitalizing on 

MEGA TRENDS: 
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ÅProduction of cotton is forecast to remain stagnant or shrink 

ÅGrowth in total fibre consumption will be covered by man-made fibres 

ÅHowever certain moisture management properties of cellulose fibres cannot be 

substituted by oil based synthetic fibres, enhancing opportunity for cellulosics  

Cellulosic Fibres capturing organic growth 

 
ñCellulose Gapò 

Source : USDA / ICAC / GHERZI I /Lenzing / Asian Development Bank 

Forecast 
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Short Staple Prices ï Asia/Far East 

$1,631 

$1,700 

$1,420 
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Global Cost Curve 

World Competitor CC Cash Costs into VSF  
includes 80% of supply volumes 

Above Average Cost 
45% 

Below Average Cost 
Sappi = 27%  
Others = 28%  

Average 
Cash Cost 

+ 25% 

- 30% 
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Strategic Focus 

 
No radical change in direction in the next two years 

while preparing for renewed growth! 

 
Achieve cost 
advantages 

 
 

 
Rationalise declining 

businesses 
 
 

 
Grow through 

moderate 
investments 

 

Accelerate growth in 
adjacent businesses from a 

strong base 

Generate cash to strengthen 
balance sheet 
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Focus Areas 

Achieve cost advantages 
We work to lower fixed and variable costs, increase cost efficiencies and 

invest for cost advantages. 
 
North America  

Å Workforce reduction 

Å Gas conversion of Somerset boiler 

 

Europe 

Å Investment in Kirkniemi power plant 

Å Variable and fixed cost saving projects 

 

South Africa 

Å Product optimisation 

Å Fixed cost savings projects 

 

Group 

Å Identify opportunities with procurement, supply chain and shared 

services 
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Focus Areas 

Optimise and rationalize declining businesses 

Recognising the decreasing demand for graphic paper, we manage our 

capacity to strengthen our leadership position in these markets, realising their 

strategic importance to the group and maximising their significant cash flow 

generation. 

 

Europe 

Å Self-help approach to managing volume declines 

Å Investment in Gratkorn paper machine and pulp plant 

 

South Africa 

Å Optimising the product offering 
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Focus Areas 

Growth through moderate investment 

We will make smaller investments in existing areas with strong potential 

growth, including pulp, speciality grades and packaging papers. 

 

Europe 

Å Alfeld investment 

 

South Africa 

Å South African packaging 



| Deutsche Bank LevFin 2014 | September 2014 

15 

Focus Areas 

Strengthen the balance sheet 

Over the next two years, we will continue our focus on having a cleaner, stronger 

balance sheet so that we can then accelerate our growth in adjacent businesses. 

 

South Africa 

Å Sale of Usutu ï ZAR1bn 

Å Potential Mpumalanga forestry assets - ~ R700m 

Group 

Å Working capital optimisation 

Å Contain Capex to below US$300m/annum through FY2016 

Å Debt refinancing 
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Sappi North America 
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ÁLeading North American coated freesheet paper producer 

Á2013 Net Sales: $1.3B 

Á2013 EBITDA*: $135M 

Á1.1M tons of paper capacity 

Á855k tons of pulp capacity (525kt integrated) 

SFPNA Saleable Capacity (ó000tpy)  US Coated Freesheet Capacity Shares** 

SFPNA, 29%

NewPage, 
42%

Verso, 12%

Other, 16%

*2013 figures restated per adoption of IAS 19 (Revised) Employee Benefits 

** Source: RISI 
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Sappi North America 

Q3 14 Q3 13 YTD 14 YTD 13

Tons Sold ('000) 362     297     1,079  963     

Sales ($'m) 380     324     1,127  1,011  

     Price / Ton ($) 1,050  1,091  1,044  1,050  

     Cost / Ton* ($) 1,075  1,098  1,051  1,019  

Operating profit ex items** ($'m) (9)        (2)        (7)        30       

* Sales less operating profit excluding special items divided by tons sold. 

** Operating profit excluding special items for F2013 restated per adoption of IAS 19 (Revised) Employee Benefits. Refer to the supplementary information in this presentation for 

a reconciliation to reported operating profit and page 20 in our Q3 2014 Results booklet (available on www.sappi.com) for a definition of special items.  
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Å Potential consolidation 

Å Price increases announced  

Å Nat-gas conversion 

Å Further cost-saving efforts 

http://www.sappi.com/
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Sappi Europe 

ÁLeading European coated paper producer 

Á2013 Net Sales: $3.4B 

Á2013 EBITDA*: $183M 

Á3.7M tons of paper capacity 

Á1.2m tons of pulp capacity (integrated) 

ÁWell-invested assets in the heart of the European market 

SFPE Saleable Capacity (ó000tpy)  EU CWF & CM Capacity Shares** 

*21 Producers *12 Producers 

*2013 figures restated per adoption of IAS 19 (Revised) Employee Benefits 

** Source: RISI 
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Sappi Europe 

Q3 14 Q3 13 YTD 14 YTD 13

Tons Sold ('000) 783     796     2,492  2,527  

Sales (ú) 543     574     1,727  1,814  

Price / Ton (ú)693     721     693     718     

Cost / Ton* (ú)678     736     681     717     

Operating profit ex items (úm) **12       (12)     29       3         

* Sales less operating profit excluding special items divided by tons sold. 

** Operating profit excluding special items for F2013 restated per adoption of IAS 19 (Revised) Employee Benefits. Refer to the supplementary information in this presentation for 

a reconciliation to reported operating profit and page 20 in our Q3 2014 Results booklet (available on www.sappi.com) for a definition of special items.  
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Å Rate of demand decline beating our expectations YTD 

Å Investments in Gratkorn and Kirkniemi 

Å Cost-saving efforts visible, more to come 

http://www.sappi.com/
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Sappi Southern Africa 
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ÁLeading South African graphic & packaging paper producer 

Á2013 Net Sales: $1.3B 

Á2013 EBITDA*: $204M 

Á1M tons of Dissolving Wood Pulp capacity 

Á950k tons of graphic and packaging paper 

Á750k tons of pulp production (integrated) 

SSA Saleable Capacity (ó000tpy) Global DWP Shipments** (ó000t) up 5% YTD 

*2013 figures restated per adoption of IAS 19 (Revised) Employee Benefits 

** Source: PPPC 
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Sappi Southern Africa 

* Sales less operating profit excluding special items divided by tons sold. 

** Operating profit excluding special items for F2013 restated per adoption of IAS 19 (Revised) Employee Benefits. Refer to the supplementary information in this presentation for 

a reconciliation to reported operating profit and page 20 in our Q3 2014 Results booklet (available on www.sappi.com) for a definition of special items.  
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Q3 14 Q3 13 YTD 14 YTD 13

Tons Sold ('000) 423     405     1,253    1,172  

Sales (ZAR'm) 3,592  3,066  10,654  8,612  

Price / Ton (ZAR) 8,492  7,570  8,503    7,348  

Cost / Ton* (ZAR) 6,948  7,096  6,918    6,793  

Operating profit ex items** (ZAR'm) 653     192     1,986    651     

Å Weak Rand boosts margins 

Å Review product offering & optimise 

Å Forestry sale last quarter, another possible sale forthcoming 

http://www.sappi.com/
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Maturity profile ï Fiscal years 
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Includes 7.75% 
US$400m Bond 

Includes 8.375% 
US$300m Bond 

Includes 6.625%  
ϵ250m Bond 

Includes 6.625% 
US$350m Bond 

US$221m 
Bond 
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Net Debt/EBITDA Development 
27 

* EBITDA ex special items 
** The covenant Net Debt/LTM EBITDA calculation has adjustments and therefore differs from that shown in the graph  
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Conclusions 

ÅWe believe in what we are doing 

because our strategy is working 

üTraction on actions to-date 

üMore work must be done 

ÅTotally committed to accelerating value 

creation for shareholders through: 

1. Improved profit 

2. Strategic positioning 

3. Debt reduction 
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Q3 14 Q3 13 YTD 14 YTD 13

118   61     406     326     

- Movement in working capital (29)         8            (119)         (128)         

- Net finance costs paid (50)         (57)         (136)         (144)         

- Taxation paid (4)           (2)           (1)             (15)           

35     10     150     39      

(79)    (167)  (195)   (397)   

- Capital expenditure (57)         (174)       (190)         (449)         

- Proceeds on disposal of non-current assets (22)         7            (10)           50            

- Other movements -         -         5              2              

Net Cash (utilized) generated (44)    (157)  (45)     (358)   

Cash generated from operations

 Cash generated from operating activities

 Cash utilised in investing activities

Appendix ï Cash Flow ï US$m 
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Appendix ï EBITDA recon to reported operating 

profit* 

*F2013 restated per adoption of IAS 19 Employment Benefits 

Q3 14 Q3 13 YTD 14 YTD 13

140   88     458     373     

Depreciation and Amortisation (73)         (83)         (236)         (260)         

67     5       222     113     

Special Items - gains (losses) 2       (19)    16      16      

Plantation price fair value adj. 5            (11)         18            93            

Net restructuring provisions and loss on 

disposal of assets and businesses

Asset impairment reversals (impairments) -         1            3              (46)           

BEE charge (1)           (1)           (2)             (3)             

Fire, flood, storm and related events (6)           (6)           (6)             (13)           

Segment Operating Profit 69     (14)    238     129     

EBITDA ex-items

Operating Profit ex-items

4            (2)           3              (15)           



Thank You 


