
US$ million

Quarter ended Half-year ended

Mar 2017 Mar 2016 Dec 2016 Mar 2017 Mar 2016

K
ey
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g
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es

Sales 1,316 1,294 1,309 2,625 2,578

Operating profit excl special items1 145 133 136 281 245

Special items (gains)/losses1 3 (22) (7) (4) (33)

EBITDA excluding special items1 208 195 201 409 370

Profit for the period 88 100 90 178 175

Basic EPS (US cents) 16 19 17 33 33

EPS excluding special items (US cents)1 17 16 16 33 29

Net debt1 1,329 1,652 1,338 1,329 1,652

K
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(%
)

Operating profit excl special items1 

to sales
11.0 10.3 10.4 10.7 9.5

ROCE1 Operating profit excluding special 
items1 to capital employed

20.5 19.3 19.5 19.8 17.7

EBITDA excl special items1 to sales 15.8 15.1 15.4 15.6 14.4

Net debt to EBITDA excl special 
items1

1.7 2.4 1.7 1.7 2.4

Interest cover 7.7 6.5 7.7 7.7 6.5

Net asset value per share 
(US cents)

290 210 270 290 210

Operating performance improved principally 
because of buoyant dissolving wood pulp (DWP) 
markets, which boosted sales volumes and prices. 

C
om
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The Specialised Cellulose business benefited from 
strong demand and favourable pricing for DWP 
driven mainly by the Chinese market.

Profit from Europe was under pressure because 
of rapidly rising raw material costs, particularly 
purchased pulp and latex, and a soft graphic paper 
market. Speciality packaging business continued 
to achieve strong sales growth and profit margins.

Higher DWP pricing, increased packaging and 
release paper volumes, and the continued focus on 
cost and efficiency gains more than offset a decline 
in coated paper volumes and prices for the US 
business, leading to an improved year-on-year result.

The South African paper business had a positive 
quarter, with higher containerboard and newsprint  
sales volumes. The stronger Rand/Dollar exchange 
rate impacted sales prices, particularly for exports. 

EBITDA excl special items1

US$208 million
Q2 FY16 US$195 million

Profit for the period

US$88 million 
Q2 FY16 US$100 million

EPS excl special items1

US¢17
           Q2 FY16 US¢16

Net debt
US$1,329 million
           down US$323 million year-on-year

1 R
efer to the published results for detail on special item

s, the definition of the term
s, reconciliations and supplem

ental 
inform

ation about key ratios.
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Results for Q2 FY17 — the quarter ended March 2017

Net operating assets and sales distribution
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Net debt down substantially — finance costs reduced

Net debt was down a substantial US$323 million year-on-year. Since quarter end 
we have repaid 2017 US$400 million bonds utilising existing cash. This will lower 
the ongoing net interest charge by approximately US$21 million per annum.

Capital expenditure in 2017 includes the next phase of the DWP 
debottlenecking project at Ngodwana.

Ngodwana Mill



Subsequent to the steady increase in the second quarter, DWP prices have 
moderated during April 2017. This follows a similar trend in viscose staple fibre, 
cotton and polyester pricing. 

Nonetheless, market dynamics appear favourable, with demand growth 
continuing to exceed our long-term forecast of 4% and only limited capacity 
addition is expected in the next two years.

Graphic paper markets in Europe and the United States remain sluggish, 
although orders in Europe improved in late March and April. 

Rising paper pulp and latex prices, along with a weaker Euro have started to place 
pressure on European margins, with paper price increases originally scheduled 
for April only offering partial relief.

Demand for speciality packaging continues to grow and we are making good 
progress with the conversion projects we recently announced for Europe and 
North America. These will further boost production capacity in these grades.

Capital expenditure in 2017 is expected to be approximately US$350 million. This 
includes the next phase of the DWP debottlenecking project at Ngodwana Mill, 
the Somerset Mill wood-yard and the initial phases of the speciality packaging 
conversions at Maastricht and Somerset mills.

Based on current market conditions; in particular the higher paper pulp and 
latex prices and the current Rand/Dollar exchange rate, we expect the group’s 
operating performance in the third quarter to be slightly below that of the 
equivalent quarter in 2016. 

However, the full year result is likely to be above that of the prior year.

During the course of 2017 we expect to reduce net debt further through 
positive cash generation and for the net interest expense to decline following 
the repayment of the maturing 2017 bonds in April.

Maastricht Mill will be converted to focus predominantly on speciality 
grades.

O
utlook

Second quarter results — March 2017
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Quarter-on-quarter earnings, profit and debt
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Achieve 
cost 

advantages

Grow 
through 

moderate 
investments

Rationalise 
declining 

businesses

Generate 
cash to 

strengthen 
balance sheet

Through intentional evolution we will continue to grow Sappi into a profitable and cash-generative 
diversified woodfibre group — focused on dissolving wood pulp, paper and products in adjacent fields.

Continuously improve 
cost position 

Continue to maximise 
global  procurement 

benefits

Best-in-class 
production 
efficiencies

Maximise 
production at 
low-cost mills

Continue to convert 
low contributing 
graphic  capacity 

to higher profitable 
speciality  packaging 

grades

Expand speciality 
paper and packaging 

 grades up to 20% 
of group EBITDA

Grow dissolving 
wood pulp capacity 
by up  to 100,000 
tons over the next 

two years

Maintain net debt/
EBITDA below 2x

Continuously improve 
working capital

Use liquidity 
sources to repay the 

maturing  2017 
US$400 million bond

O
ur strategy

20
17

 o
bj

ec
tiv

es

Accelerate 
growth in adjacent 
businesses from  

a strong base

Commercialise 
biotech opportunities

Assess new 
business 

opportunities 
for commercial 

application

Maastricht Mill

We will be investing approximately US$165 million to convert PM1 at 
our Somerset Mill which will be able to produce both coated graphics 
paper and paper packaging products by 2018.

Somerset Mill
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Southern Africa

2 Paper mills 
1 Paper and specialised cellulose mill
1 Specialised cellulose mill
1 Sawmill
6 Sales offices
492,000ha Forests

The South African business continued to 
deliver strong margins, with improved 
Dollar selling prices for DWP, higher sales 
volumes and the reversion of the annual 
Ngodwana Mill shut to the third quarter 
offsetting increased variable costs and a 
stronger Rand/Dollar exchange rate.

DWP sales volumes rose compared 
to both the prior quarter and equivalent 
quarter last year. The higher Dollar prices 
did not fully offset the impact of the 
stronger Rand/Dollar exchange rate for 
the period.

A planned annual maintenance shut at 
Saiccor Mill commenced at the end of the 
quarter and we expect to have resolved the 
economiser tube leak issues that impacted 
production at the mill over the past few 
quarters.

The paper business experienced a strong 
recovery in sales volumes this past 
quarter compared to both comparative 
periods. Containerboard and newsprint 
sales were particularly healthy, and the 
outlook for containerboard remains strong 
due to an anticipated year-on-year growth 
in fruit exports.

Variable and fixed costs were above last 
year and related mainly to wood, energy 
and personnel costs, albeit the increases 
were below inflation.

Europe

 

6 Paper mills 
1 Speciality paper mill
18 Sales offices

The profitability of the European business 
declined compared to both the prior 
quarter (which included an additional 
accounting week) and the equivalent 
quarter last year. 

Coated paper sales prices stabilised 
during the quarter, but were 4% below 
those of the equivalent quarter last year.

The specialities business attained 
a stronger sales quarter against both 
comparative periods, with higher volumes 
offsetting slightly lower rigid packaging 
prices.

The weaker Euro assisted export sales of 
speciality packaging papers.

All major variable cost categories, with the 
exception of latex, declined relative to last 
year.

During the quarter hardwood pulp and 
latex prices rose rapidly and, along with 
the weaker Euro, impacted margins in the 
latter half of the quarter.

Fixed costs were well controlled and lower 
than in the equivalent quarter last year.

North America

1 Paper mill
1 Speciality paper mill
1 Paper and specialised cellulose mill
6 Sales offices

Profitability increased compared to the 
prior year driven by higher DWP pricing, 
growth in specialities and packaging 
sales volumes as well as lower variable 
costs, more than offsetting declines in 
coated paper volumes and pricing.

The US coated paper market remained 
under pressure due to weak demand and 
lower pricing led by the strong Dollar and a 
rise in imports. Coated sales volumes and 
prices were 3% and 5% respectively below 
those of the equivalent period last year.

The Specialised Cellulose business 
benefited from improved DWP Dollar 
pricing and substantially lower delivery 
costs improved margins further.

Packaging paper demand was positively 
impacted by seasonally strong pet food 
industry demand and the continued ramp-
up of our new speciality packaging grades, 
leading to a 20% increase in the segment’s 
volumes compared to the prior year. 

The casting and release paper business 
recovered during the quarter with Chinese 
sales particularly strong post the Chinese 
New Year.

Ongoing procurement and efficiency 
initiatives together with lower market prices 
for wood and energy led to lower variable 
costs for the quarter. Fixed costs were well 
controlled.
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