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US$ million

Quarter ended

Dec 2022 Dec 2021 Sept 2022
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y 
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es

Sales  1,660  1,697 1,923
Operating profit (loss) excl special 

items1

225 161 318

Special items loss (gains)1 (6) (8) 213
EBITDA excluding special items1 290 240 391
Profit for the period 190 123 26
Basic EPS (US cents) 34 22 5
EPS excluding special items (US cents)1 30 20 44
Net debt1 1,241 1,917 1,163
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Operating profit excl special items1  to 
sales

13.6 9.5 16.5

ROCE1 Operating profit excluding special items1

to capital employed
24.7 16.5 34.4

EBITDA excl special items1 to sales 17.5 14.1 20.3

Net debt to EBITDA excl special items1 0.9 2.8 0.9

Covenant leverage ratio 0.9 2.9 0.9

Interest cover1 17.6 6.7 15.6

Net asset value per share1 (US cents) 447 353 417

Net operating assets and sales distribution

North America Europe
Southern Africa

North America Europe
Southern Africa Asia and other

North America

(Ex Corporate)

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$290 million US$190 million US$1,241 million  30 US¢  
Q1FY22 US$240 million Q1FY22 US$123 million Q1FY22 US$1,917  million Q1FY22  20 US¢ 

Commentary
The group delivered another strong performance — well above 
pre-Covid-19 levels — and the best ever first quarter results.

Year-on-year pricing gains for paper products offset cost 
inflation and lower sales volumes, underpinning performance 
and delivered an EBITDA margin of 17.5%.

Substantial reduction
Driven by a weakening US dollar, Euro-denominated debt increased 
quarter-on-quarter debt. Nevertheless, year-on year, net debt 
reduced US$676 million on the back of improved profitability. 

FY23 Q 1 Results — the period ended December 2022

EBITDA was 21% above the prior year.

Rapid downstream inventory accumulation in all our major 
product categories also suppressed underlying demand. 

Underlying packaging and speciality paper demand remained 
relatively stable. Selling price realisation more than offset lower 
sales volumes and supported year-on-year margin expansion. 
Driven primarily by the large customer inventory build, sales 
volumes were down 14% compared to the prior year.

Ongoing geopolitical turmoil in Russia/Ukraine, rampant inflation, 
rising interest rates and an underperforming Chinese economy 
all continued to weigh heavily on our markets, which resulted in 
a softening of demand for our products.

A series of 2022 price increases neutralised the impact of cost 
inflation and lower sales volumes in the graphic paper segment. 
Margins remained healthy but reduced relative to the highs of 
recent quarters. Sales volumes were down 31% compared to the 
prior year and production rates were optimised to match sales.

The same market dynamics of elevated retail stock levels and 
general concerns over negative consumer  sentiment  adversely 
impacted demand for all textile fibres. 
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Global Economy
Although the global economy will undoubtedly face 
significant challenges in 2023, the recent easing 
of the energy crisis in Europe, the slowing of global 
inflation and the opening of the Chinese economy 
are positive economic indicators.

Capital expenditure
Capital expenditure of US$58 million was below last 
year but in line with our plan and will increase from the 
second quarter as the Somerset PM2 conversion and 
expansion project gains momentum.

FY2023 Capital expenditure is estimated to be 
US$430 million and includes US$70 million for the 
Somerset PM2 conversion and expansion project.

Divestment
The divestment of three European mills announced 
in September 2022 is expected to close during the 
second quarter. The cash proceeds and receivables 
will be collected in the second and third quarters.

Outlook
Despite the global positive economic indicators, the short-term outlook is 
expected to be negatively impacted by the combination of the final phase of 
the downstream inventory destocking cycle, the resulting impact on sales 
volumes across all market segments and the relatively high cost base – albeit 
this is starting to turn.

The opening of the Chinese economy following the relaxation of Covid-19 
restrictions and strengthening of the Renminbi against the US dollar 
represents upside potential toward the second half of the calendar year for 
the dissolving pulp segment. VSF producer operating rates and pricing are 
slowly increasing and order activity in China has resumed in recent weeks.

Downstream inventory levels for our paper products declined in recent 
months but remain at historically elevated levels. It may take a further few 
months before order activity normalises.

Cost inflation is expected to recede in FY2023. Specifically, lower European 
natural gas prices will have a positive impact on European costs. 

Globally, paper pulp prices are expected to decline as new Latin American 
capacity enters the market. 

Pulp prices in the US and Europe are lagging relative to Asia and therefore 
it may take time for benefits to be realised. 

Logistics bottlenecks are steadily improving, and delivery costs are 
anticipated to reduce through FY2023. 

Chemical costs have started to decline in recent weeks.

Factoring in the protracted macroeconomic uncertainty, and coming off 
three quarters of outperformance, we anticipate a return to a normalised 
level of earnings in FY2023. 

The second quarter will likely be the most challenging with a recovery in 
earnings expected later in the financial year. 

EBITDA for the second quarter of FY2023 is expected to be below that of 
the first quarter.
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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 dissolving 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.

Somerset Mill
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Europe
 

The region’s profitability improved 
substantially compared to the prior year 
as pricing gains offset cost inflation. 

Sales volumes in the quarter came 
under pressure from weakening 
demand for paper products and the 
significant downstream inventory build 
due to earlier inflated customer orders 
and a simultaneous release of logistic 
bottlenecks.

Lower demand occurred across 
all product categories with certain 
packaging and speciality papers faring 
slightly better than graphic paper 
grades. 

Operations were curtailed to match 
demand and manage working capital. 

Selling prices remained stable quarter-
on-quarter which protected margins.

Variable costs were 42% higher than 
the prior year due to extraordinary cost 
inflation across all input categories. 

In the EU, natural gas prices fell 
significantly during the quarter on the 
back of mandatory storage filling and a 
milder than anticipated winter season, 
which reduced demand. 

These savings were negated by higher 
pulp and wood costs.

The increase in fixed costs was in line 
with inflation

Southern Africa

Despite a higher average US dollar Verve 
selling price and a significant ZAR/USD 
exchange rate benefit, significant cost 
inflation and slightly reduced sales volumes 
negatively impacted profitability. 

A fire in a municipal electrical substation 
disrupted production at the three 
operations in the KwaZulu-Natal region.

Demand for Verve was weaker due to 
lower economic activity in China and 
elevated textile retail inventories, resulting 
in reduced VSF industry operating rates. 

Supply chain disruptions eased. Good 
progress was made shipping from the 
Maputo port; 20% of Ngodwana Verve 
volumes shipped via this alternate route.

Tight containerboard markets created 
robust demand for our packaging grades. 
Sales volumes were constrained by 
production which was lower than planned 
due to a slower than expected ramp-up 
after the extended shut in the prior quarter 
for the containerboard machine upgrade at 
Ngodwana Mills . Pricing gains boosted 
profitability for the segment.

Improved office paper and newsprint 
sales volumes and pricing helped offset 
variable cost pressures and substantially 
improved profitability in the graphic paper 
segment compared to the previous year.

Variable costs were 28% higher than the 
prior year primarily due to higher wood 
and chemical costs. Fixed costs rose by 
12% primarily due to higher maintenance 
expenditure.

North America

The region delivered another strong 
performance with profitability significantly 
better than the prior year. 

Selling price gains offset significant 
cost inflation but sales volumes were 
negatively impacted by a broad-based 
softening in paper demand towards the 
latter part of the quarter. 

Demand contraction was largely driven 
by the surge in downstream inventories, 
concerns about the economy and a sharp 
rebound in imported paper volumes due 
to improved logistics. Production was 
adjusted to match sales demand. 

The Somerset Mill annual maintenance 
outage and a reel upgrade project at 
Cloquet Mill were successfully completed.

An 18% year-on-year rise in variable 
costs was driven by significant price 
escalation across all raw material 
categories. 

Fixed costs were well managed and were 
1% below the previous year, primarily 
driven by lower personnel costs.

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

Our values  As OneSappi, we do business safely, with integrity 
and courage, making smart decisions that we execute with speed.

of group sales

Produces47%

10 
Production 
facilities

15 
Sales
offices

of group sales

Produces31%

4 Production 
facilities

6 Sales
offices

of group sales

Produces22%

5 Production 
facilities

6 Sales
offices

Verve sales volumes were slightly down on 
the prior year and in line with the previous 
quarter despite weakening VSF markets. 

Pulp sales included 41,000 tons of high-
yield bleached chemi-thermomechanical 
pulp. 

Year-on-year selling price increase for 
the segment was achieved, which mostly 
offset the significant cost inflation.




