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US$ million

Quarter ended

Dec 2021 Dec 2020 Sept 2021
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y 
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Sales  1,697  1,163 1,425
Operating profit (loss) excl special 

items1

161 16 92

Special items loss (gains)1 (8) – 34
EBITDA excluding special items1 240 98 177
Profit (Loss) for the period 123 (17) 35
Basic EPS (US cents) 22 (3) 6
EPS excluding special items (US cents)1 20 (1) 11
Net debt1 1,917 2,056 1,946
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Operating profit excl special items1  to 
sales

9.5 1.4 6.5

ROCE1 Operating profit excluding special items1

to capital employed
16.5 1.7 9.3

EBITDA excl special items1 to sales 14.1 8.4 12.4

Net debt to EBITDA excl special items1 2.8 6.1 3.7

Covenant leverage ratio 2.9 6.2 3.7

Interest cover1 6.7 4.1 5.5

Net asset value per share1 (US cents) 353 327 351

Net operating assets and sales distribution

North America Europe
Southern Africa

North America Europe
Southern Africa Asia and other

North America Europe 
Southern Africa Uncoated paper

Coated paper Containerboard

Speciality paper
Dissolving pulp
Paper pulp
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Net operating assets (%)Sales by source (%) Sales by destination (%)Sales by product (%)
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1 See published results for detail on special items, the definition of the terms, reconciliations and 
supplemental information about key ratios.

Highlights for the quarter

EBITDA excl special items Profit for the period Net debt EPS excl special items

US$240 million US$123 million US$1,917 million  20 US¢  
Q1FY21 US$98 million Q1FY21 Loss US$17 million Q1FY21 US$2,056  million Q1FY21 loss 1 US¢ 

Commentary
Operating performance for the quarter exceeded expectations. 
EBITDA improved substantially over the prior quarter and was 
more than double the equivalent quarter in 2021.

Robust market demand in all product segments combined 
with the implementation of higher sales prices to offset rising 
costs and a focus on product and customer mix optimisation 
facilitated the growth.

Global logistical challenges continued unabated for our export 
sales and raw material procurement in all regions. 

Substantial energy, raw material and delivery cost inflation was 
offset by selling price increases in the paper business.

Pulp sales volumes increased by 48% compared to the prior 
quarter as we secured more shipping capacity for our South 
African exports. 

The hardwood dissolving pulp (DP) market price decreased 
to US$905/ton on the back of weakening viscose staple fibre 
(VSF) demand and pricing in China. However, demand for Sappi 
Verve remained strong and our mills were fully sold. VSF prices 
rebounded towards the end of the quarter stabilising DP pricing.

Markets for packaging and speciality papers continued to be 
robust across all regions with our sales volumes up 26% on 
a year ago. The successful implementation of price increases 
combined with product mix optimisation led to further progress 
in profitability for the segment.

Buoyant demand for graphic papers boosted sales volumes 
and all assets ran at full operating capacity during the quarter.

Earnings per share improved substantially which is indicative 
of the excellent recovery of profitability.

Substantial reduction
Net debt reduced US$139 million as a result of higher profitability 
over the past year and a comparatively stronger US Dollar, which 
reduced Euro-denominated debt converted at a lower rate.

FY22 Q 1 Results — the period ended December 2021
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Outlook
The demand for DP continues to be strong.

VSF pricing and operating rates improved in January which stabilised DP 
market prices at US$905 per ton ahead of the Chinese New Year. 

An extremely high differential between cotton and VSF prices should support 
fibre substitution in future quarters which would be positive for DP demand 
and pricing. Furthermore, the addition of breakbulk shipping is expected to 
aid in the reduction of the DP sales backlog.

The recovery of sales for graphic papers across all regions combined with 
industry capacity closures has tightened the market balance. 

Additionally, the underlying demand in the packaging and speciality papers 
segment remains robust. 

The stronger markets for all our paper products should support announced 
price increase realisation which is necessary to offset extraordinarily high 
input costs.

Global logistical challenges and vessel shortages are likely to continue 
through FY2022, and our objective is to secure sufficient transport capacity 
to support the strong demand for our products and optimise delivery costs.

Timber, pulp, chemicals, energy and delivery costs are expected to remain 
at elevated levels through the current financial year. 

Specifically, in South Africa the higher delivery, timber and chemical prices 
will impact the margins for the pulp business.

As previously disclosed, capital expenditure is estimated to be US$395 
million for FY2022.

Given the favourable demand outlook for all of our product segments we 
anticipate a further improvement in EBITDA for the second quarter of FY2022 
from the excellent results achieved in the first quarter.

Typical working capital
Net cash utilised for the quarter was US$11 million, 
compared to zero in the equivalent quarter of last 
year. The cash utilisation was due to a typical seasonal 
working capital outflow in the first quarter which 
included additional inventory build and creditors 
payments associated with the extra trading week in 
the quarter.

US$72 million CAPEX
Capital expenditure of US$72 million included certain 
payments for the Saiccor Mill expansion.

Leverage substantially improved
In terms of the relevant banking facilities, the leverage 
covenant was reduced to 2.9 times at the end of the 
quarter, which was a substantial improvement on the 
6.2 times in the equivalent Covid-19 impacted quarter 
of the previous year. Liquidity comprised cash on 
hand of US$334 million and US$706 million from the 
committed revolving credit facilities in South Africa 
and Europe.

Our purpose 

Sappi exists to build a thriving world 
by unlocking the power of renewable 
resources to benefit people, 
communities, and the planet.

Our business strategy 

Through collaboration and innovation 
we will grow profitably, using 
our strength as a sustainable and 
diversified global woodfibre group, 
focused on  pulp, graphic, packaging 
and speciality papers, and 
biomaterials.

Our strategy demands a clear focus on 
four key fundamentals:
• Grow our business
•  Sustain our financial health
• Drive operational excellence 
• Enhance trust

Our sustainability strategy 

We will create long-term value 
for all stakeholders from relevant 
sustainable woodfibre products and
through ongoing improvement in key 
areas. 

Our commitment to sustainability 
underpins our strategy and is based 
on being a trusted, transparent, and 
innovative partner in building a 
biobased circular economy.
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Southern Africa

5 Production facilities 6 Sales offices  
394,000ha Plantations

Year-on-year profitability was positively 
impacted by improved sales volumes and 
pricing in all segments. 

EBITDA was 46% higher than the prior 
quarter despite significant cost increases 
and logistical challenges.

Demand for Sappi Verve(1) was strong but 
ongoing shipping challenges and adverse 
weather in the Durban Port prevented any 
reduction in the sales backlog from the 
prior quarter. A highlight for the quarter 
was the introduction of breakbulk shipping 
from Durban which provides additional 
opportunities to increase sales volumes 
and reduce the backlog inventory. 
Ramp-up of the Saiccor Mill expansion 
project began during the quarter and is 
proceeding as planned

Higher year-on-year packaging sales 
volumes were driven by robust demand 
for containerboard as customers sought 
to replenish low stock levels following a 
very successful citrus export season. 

Graphic papers sales volumes and pricing 
benefited from improved retail demand 
for office paper and resurgent demand 
for newsprint.

Variable costs rose 13% year-on-year 
due to higher timber and chemical prices. 
Delivery costs increased by 65% due 
to substantial freight rate escalation 
associated with alternate higher cost 
carrier usage which was required to 
secure DP sales volumes. Fixed costs 
were well controlled and were 3% below 
last year.

North America

4 Production facilities 
6 Sales offices

The region delivered a record US$89 
million Q1 EBITDA.

The US$22 million impact of the extended 
cold mill outage at Somerset Mill was 
partly offset by an additional trading week. 

The tight market situation for graphic 
paper, driven by a rebound in demand and 
capacity closures in prior years, boosted 
profitability. Supply chain challenges 
limited imports to the region. Selling 
prices were up 21% over last year. 

The packaging and speciality papers 
business continued to strengthen with 
sales volume growth of 19% and an 
improvement in product and customer mix.

Sappi Verve sales volumes were higher 
than the equivalent quarter of last year 
due to strong demand and average net 
selling prices improved by 39%. 

Pulp segmental sales volumes for the 
quarter also included 44,000 tons of high 
yield bleached chemi-thermo mechanical 
pulp and 10,000 tons of kraft paper pulp. 

A 15% year-on-year rise in variable costs 
was driven by significant price escalation 
across all raw material categories. 

Higher export shipping rates, fuel costs 
and domestic transport charges pushed 
delivery costs up 20%. 

Fixed costs increased 11%, mainly due 
to higher personnel maintenance costs 
associated with the extended Somerset 
Mill outage.

Europe

10 Production facilities  
14 Sales offices

Renewed strong demand in domestic 
and export markets supported price 
increases across all paper grades and 
facilitated a return to profitability. 

An unprecedented surge in energy 
prices compelled the implementation 
of an energy surcharge on all European 
products. 

Renewed demand, combined with 
substantial capacity  that exited 
the market tightened graphic paper 
markets and facilitated a recovery of 
sales volumes to 99% of the equivalent 
quarter of 2019. The recovery was 
somewhat constrained by logistical 
issues which impacted export markets.

The packaging and speciality papers 
business experienced sales growth of 
25% over the prior year. 

Demand for containerboard, self-
adhesives and consumer packaging 
was particularly strong. A year-on-
year average sales price increase of 
13% provided some relief for margins 
which still remained below last year 
due to a significant rise in input costs 
and a lag in the implementation of sales 
price increases for annually contracted 
business.

Variable costs increased 40% year-
on-year while delivery charges rose 
20%, a reflection of unrelenting 
logistical challenges. Fixed costs were 
9% higher due to higher maintenance 
and personnel costs associated with 
improved operating rates.

Mike Haws
President and Chief 
Executive Officer
Sappi North America

Alex Thiel 
Chief Executive Officer
Sappi Southern Africa

Marco Eikelenboom 
Chief Executive Officer
Sappi Europe
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Our values  As OneSappi, we do business safely, with integrity 
and courage, making smart decisions that we execute with speed.
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Our product portfolio
Our products and services continue to add value to people’s lives. As a business in the forestry, pulp 
and paper industry, supplying chemicals, pulp, paper and packaging material for food products, cleaning, 
hygiene products and medical and hospital supplies – amongst a host of other essential services – Sappi 
plays a crucial role in ensuring that these essential goods reach the consumer. Our supply 
chain customers need the required raw materials  and products from Sappi in order 
to produce and deliver to the broader public. 

Pulp 

Products produced:
Dissolving pulp, a sustainable raw 
material used in multiple products that 
meet critical needs of people around the 
globe every day.

Consumer end uses:
Products related to fashion and 

food, household comfort, 
personal beauty and 
hygiene, as well as a healthy 
lifestyle. Examples include 
pharmaceuticals (tablets), 

non-wovens (wipes, feminine 
hygiene products), diapers and 

food packaging products.

Packaging and speciality 
papers

Products produced:
Packaging and speciality papers 
provide an extensive range of innovative 
products and services, increasing the 
attractiveness, efficiency, effectiveness 
and profitability of brands.

Consumer end uses:
End products in different segments, 
including flexible packaging and labels 
for food, and non-food (eg cleaning 
and medical) products, paperboard for 
food products and COVID-19 test kit 
packaging, pet food bags, as well as 
containerboard for corrugated boxes to 
transport goods.

Graphic papers 

Products produced:
Graphic papers, consisting of coated, 
coated mechanical, uncoated and 
newsprint paper.

Consumer end uses:
Communication and brand building, with 

end uses that include magazines, 
newsprint, medical brochures, 
pamphlets and posters for public info 
and health campaigns, catalogues 
and direct mail.

Timber

Products produced:
Timber – R&D facilities, nurseries, 
planting, harvesting, Geographic 
Information Systems (GIS) and 
forestry management services.

Consumer end uses:
Sappi requires the woodfibre from 
our trees to manufacture essential 
products required by consumers. 
The company employs worldclass 
scientists, engineers and foresters 
focused on innovative, sustainable 
products.

Biomaterials 

Products produced:
Biomaterials, extracting more value from 
trees in new and adjacent markets.

Consumer end uses:
Mostly used to provide a natural resource 
solution as an alternative to fossil-
based composites. 

Casting and release papers 

Products produced:
Casting and release papers, surface 
textures for synthetic leathers, coated 
materials, films and laminates.

Consumer end uses:
Used to impart texture and gloss to 
commonly used items, including clothing 
and foot apparel, decorative laminates, 
automotive interiors/ exteriors and more.




