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The coming of age of a pulp company

 We have reinitiated the coverage of Altri SGPS with a FY08 price target of 

EUR 7.20 per share and a Buy recommendation given the 28% upside 

from current market prices.

 We consider that BHKP prices will continue to be supported by increased 

world demand for hardwood pulp, confirming the trend in place for several 

years now.

 Expansion of pulp production capacity will dilute fixed costs and increase 

unit margin, while the upgrade of the cogeneration activity should provide 

additional improvements in efficiency. 

 Celbi will increase production capacity by 245k tonnes a year to 550k by 

1H09, which will be translated in an increase in sales and EBITDA. The 

expansion/upgrade programme of pulp production also contemplates a 

new bleaching unit at the Celtejo mill that will increase the value of the 

output by 1H08.

 The possibility of a spin-off or sale of F. Ramada, with the consequent 

incorporation of capital and the focus on the core pulp business could also 

act as a value driver.

Company Description

Altri SGPS is a Pulp and Paper (P&P) company with interests in the steel and storage 
businesses and in biomass. Its core operation is focused on pulp, currently holding 
560 thousand tonnes of production capacity in three units (Celbi with 305k tonnes of 
BEKP, Caima with 115k tonnes of BESP and Celtejo with 140k tonnes of UKP) and 
an additional 300 thousand tonnes capacity projected to be completed by 2009 (with 
an estimated total capacity production in the pulp business of 860k p.a.). Its paper 
business has a small dimension with a 60k tonnes capacity per year in one unit 
(Celtejo).

Analyst(s): Carlos Jesus +351 21 389 6812 carlos.jesus@caixabi.pt
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Investment Case

We have reinitiated the coverage of Altri SGPS with a FY08 price target of EUR 7.20 per 
share and a Buy recommendation given the 28% upside from current market prices.

The valuation was made through a sum-of-the-parts methodology resumed in exhibit 3, 
which yielded an EV/EBITDA 08 of 12.9x and a PER 08 of 19.7x. The estimated dividend 
yield for 2008 @ fair value on a normalized payout of 15% is 0.8% that, considering an 
EBITDA CAGR 08-12 of 12.1%, yields a total return rate of 12.8%.

We consider that BHKP prices will continue to be supported by increased world demand for 
hardwood pulp, confirming the trend in place for several years now. Consumption from 
China should continue to support this scenario, absorbing additional capacity from Brazil 
and endogenous production that is physically capped by the lack of arable land.

On the costs side, Altri’s flagship pulp mill Celbi is already one of the most efficient in 
Europe. The use of eucalyptus globulus as feedstock is one positive factor when comparing 
with Brazilian players that consume eucalyptus grandis. The use of eucalyptus globulus has 
advantages in paper production namely in terms of stiffness, bulk and opacity. It also has a 
lower lignin content which has advantages in terms of productivity, quality and 
environmental impact.

The upgrade of the cogeneration activity should provide additional improvements of costs, 
while the pulp production capacity expansion will dilute fixed costs and increase unit margin. 
Celbi will increase production capacity in 245k tonnes per year to 550k by 1H09, which will 
be translated in an increase in sales and EBITDA. The expansion/upgrade programme of 
pulp production also contemplates a new bleaching unit at the Celtejo mill that will increase 
the value of the output by 1H08 (from 145k tonnes of UKP to 195k tonnes of BKP).

All this will enable an improvement in efficiency and the decrease of cash costs that will 
smooth the effects of a downturn in the pulp cycle.

We acknowledge the possibility of a spin-off or sale of F. Ramada, with the consequent 
incorporation of capital and the focus on the core pulp business. This would also be a way 
for the company to position itself for any consolidation moves coming from the low end of 
the business cycle.

The Biomass business is a natural extension of the core activity taking advantage of a 25-
year guaranteed green tariff that is significantly higher than pool prices.

We see a number of factors acting as value drivers which the following are examples: (i) 
increase/upgrade of pulp production, (ii) development of cogeneration, (iii) support of BHKP 
prices and (iv) spin-off or sale of F. Ramada.
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Valuation

We value Altri SGPS through a Sum-of-the-Parts (SoP) methodology that derives from 
sector DCFs. The main business area of Altri is Pulp & Paper, namely the production of 
bleached eucalyptus pulp, where the most important variable in the model is the selling 
price. Pulp prices per tonne are estimated according to the historic path taken up to now 
and assuming a mean reverting process in the long run. We think that this methodology is 
adequate when dealing with a commodity-like modelling variable due to the fact that the 
estimates incorporate the foreseeable approach to its long-run marginal production cost.

According to this methodology, we estimate lower BEKP prices going forward, but also 
acknowledge that the mean should increase due to the higher demand of eucalyptus pulp 
around the world. Demand coming from countries like China should contribute to this 
scenario, with additional support from the perceivable secular shift towards hardwood in 
pulp production.

Exhibit 1. BHKP price modelling assumptions

Source: CaixaBI Equity Research

The FX effect is also a determinant item of valuation as international market pulp prices are 
expressed in US dollars, though the impact in Altri’s operating results should be offset by 
the fact that the company operates (in terms of revenues and costs) mainly in the Euro 
Zone. We have assigned a long-term EUR/USD rate of 1.30.

We have estimated a decline of cash costs in the pulp business following the upgrade in 
production capacity and higher power output from cogeneration. These will imply (i) lower 
unit costs and (ii) decrease in overall operating costs due to improved contribution of 
cogeneration. Additional decreases in unit cost should materialize if the company decides 
for further production expansion on existing sites.

Normalized EBITDA margin in the pulp business is set at 25% which we consider 
appropriate considering the above average efficiency of Altri’s mills namely its flagship 
Celbi. For the sake of argument, we also consider this value as an acceptable 
approximation of reality given also the less pronounced nature of the pulp business cycle.
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F. Ramada’s steel business also has a commodity-like nature, with significant oscillations of 
steel prices in the international market. The ability of the company to pass through to 
consumers the increase in costs due to higher steel prices is limited. This is reflected in the 
model with revenues less sensitive to steel price increases and subsequent impact on 
EBITDA margins.

As for the storage business of F. Ramada, we find this segment less dependent on 
exogenous factors than the steel segment. Exhibit 2 gives the net effect of the 
considerations taken both in the steel and storage businesses.

Exhibit 2. EBITDA estimates on F. Ramada (EURm)

Source: CaixaBI Equity Research

The Biomass business (50-50 percent owned by Altri and EDP) is equity consolidated. We 
model the beginning of substantial additions to value from 2010, when the 120 MW should 
be fully installed. The load factor is set at 80% with a green tariff (EUR 106 per MWh from 
the first year of operation) hedged against inflation for a 25-year period. EBITDA margin is 
set at 45%, which is lower that the company’s guidance of 50%. We admit the possibility of
reviewing this value later on as data will begin to flow (as a guidance, a 50% EBITDA 
margin on a 25-year DCF should yield an increase of EUR 0.25 per share in the overall 
price target).

According to ESN valuation guidance, the risk-free rate is set at 4.5% and the market risk 
premium at 4%. We have used a CAPM beta parameter of 1.1 for the Pulp business, 1.2 for 
F. Ramada and 1.0 for Biomass. Gross cost of debt is set at 5.0% and the tax rate at 
26.5%.

We assumed a target WACC in F. Ramada and the Biomass businesses and a combination 
of target WACC for the terminal value and leverage dependent WACC in the estimated 
period of the Pulp business DCF.
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We value Altri SGPS through an S-o-P methodology at EUR 7.20 per share FY08, with the 
bulk of value coming from the Pulp & Paper business. This implies an EV/EBITDA 08 of 
12.9x and a PER 08 of 19.7x (vs. 14.2x and 30.0x for Ence, respectively).

Exhibit 3. Sum-of-the-Parts

Source: CaixaBI Equity Research

The estimated dividend yield for 2008 @ fair value on a normalized payout of 15% is 0.8% 
that, considering an EBITDA CAGR 08-12 of 12.1%, yields a total return rate of 12.8%.

As said, we mainly use target WACC with a lower degree of leverage than the company 
currently holds. This ultimately increases the discount rate and lower EV. On the subject of 
leverage a quick word on the fact that Altri SGPS has a higher debt to EV ratio than the 
P&P sector, which follows the expansion of the company and namely the acquisition of 
Celbi in 2006. The company may decrease this exposure to debt in several ways one being 
the spin-off or sale of F. Ramada which is outside what is to be the core business of Altri, 
i.e. pulp.

Exhibit 4. Peer analysis (Pulp & Paper)

Source: CaixaBI Equity Research, ESN

EURm
EV % of EV EV/EBITDA 

08
Per Share Valuation 

method

Pulp & Paper 1,262.4 86.2% 12.9x 12.31 DCF

F. Ramada 97.6 6.7% 6.1x 0.95 DCF

Biomass 104.6 7.1% 1.02 DCF

Total EV 1,464.6 12.9x 14.28

Net debt 08 725.7 7.08

Equity 739.0

# shares (m) 102.6

per share 7.20

EV/EBITDA 
08

P/E 08 EBITDA 
margin 08

ROCE 08 Net debt / 
EBITDA 08

D/(D+E) 08

Altri 12.9x 19.7x 25.1% 6.3% 6.4x 83%
Ence 14.2x 30.0x 20.1% 3.8% 3.0x 31%
Portucel 8.2x 10.3x 27.8% 7.9% 2.2x 37%
Stora Enso 5.6x 14.8x 13.2% 5.9% 2.0x 34%
UPM 6.2x 13.6x 17.6% 5.8% 2.3x 36%
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When looking at peers in the Pulp & Paper industry we must use caution in order to filter 
important details. Altri is a business group that derives value fundamentally from its pulp 
production segment, thus comparisons should essentially be made with similar companies. 
Exhibit 4 gives us an idea of the European P&P industry covered by ESN, with Ence being 
the most comparable peer in our view. Ence is a company with two main areas, forest and 
pulp production, while the remaining companies are integrated P&P entities.

Exhibit 5. Sensitivity analysis of long term BEKP $/ton vs. EUR/USD (price target as output)

440 540 640 740 840
1.10 4.5 7.2 9.7 12.2 14.6
1.20 3.5 6.0 8.4 10.7 12.9
1.30 2.7 5.0 7.2 9.4 11.5
1.40 1.9 4.1 6.2 8.2 10.2
1.50 1.3 3.3 5.3 7.2 9.1

Note: Coloured cells represent PT above market price

Source: CaixaBI Equity Research
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Triggers & Swot Analysis

Triggers & Drivers

One of the most important variables in modelling Altri is pulp prices, given the importance of 
this division in the group. BHKP price is the benchmark used as the main industrial input is 
eucalyptus.

Estimating the ability of the company to increase margin in pulp is naturally important and in 
this subject energy efficiency is one key driver. Increasing production on existing sites is 
also a key item as it decreases unit costs.

Foreign exchange volatility should have a limited impact as the company operates mainly in 
the Euro Zone, both in terms of BHKP and wood prices.

SWOT Analysis

STRENGTHS WEAKNESSES

 Celbi (highly efficient pulp mill)

 Focus on pulp and less dependent on 
specific market niches as integrated P&P

 Geographic localization vs. Brazilian 
pulp players

 Pulp feedstock (eucalyptus globulus)

 Cost efficiency oriented management

 Focus on the pulp business

 Above average leverage ratios

 Low permeability of cost increases to 
end consumers in the steel business

 Cyclical nature of the pulp business

OPPORTUNITIES THREATS

 Pulp production expansion plans

 Cogeneration upgrades

 Biomass business

 Higher growth rates of short fibre pulp 
consumption in the world

 Consolidation opportunities

 Lower BHKP prices

 Higher than estimated costs in 
production expansion plans

 Higher wood prices

 Competition from LatAm producers
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Company Profile & Market Environment

Company overview

Altri SGPS is a Pulp and Paper (P&P) company with interests in the steel and storage 
businesses and in biomass. Its core operation is focused on pulp, currently holding 560 
thousand tonnes of production capacity in three units (Celbi with 305k tonnes of BEKP, 
Caima with 115k tonnes of BESP and Celtejo with 140k tonnes of UKP) and an additional 
300 thousand tonnes capacity projected to be completed by 2009 (with an estimated total 
capacity production in the pulp business of 860k p.a.). Its paper business is small with a 60k 
tonnes capacity per year in one unit (Celtejo).

The steel business comprises the transformation of steel into a different range of products 
mainly for industrial use and also for retail distribution. The storage business is built upon 
the know-how acquired in the steel area and it mainly comprises the construction of storage 
racks of different kinds.

The biomass area is a joint-venture with EDP (Energias de Portugal) and its goal is to take 
advantage of byproducts from pulp operations and to generate electric power. The joint-
venture named EDP Bioeléctrica, has licences for 120 MW capacity and a guaranteed
green tariff for 25 years. This division is equity consolidated.

The following chart gives us a summary of the business layout within Altri SGPS.

Exhibit 6. Business areas

Source: Altri

Altri SGPS was spun off from Cofina Group on February 14, 2005 with its first day of trading 
on March 1 of that same year. The rationale of the spin off was to detach the industrial and 
media areas of the Cofina Group to Altri SGPS and Cofina SGPS, respectively. At the time 
of the spin off, Altri’s P&P business was comprised by Caima and was expanded through 
the acquisition of Celtejo during the third quarter of 2005 for EUR 38m. At the end of 2005, 
Altri’s business layout was as depicted in exhibit 7.
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Exhibit 7. Business areas on December 2005

Source: Altri

In January 2006, Altri SGPS acquired 50% of EDP Bioeléctrica from EDP for EUR 7.5m, 
thus enhancing its ambitions in the biomass business area. During March 2006, most of the 
stake held in Vista Alegre Atlantis was sold. Altri increased its stake in Celtejo by 4.45% 
through the first half of 2006 reaching 99.45% and in August it acquired 100% of Celbi from 
Stora Enso for EUR 428m. At the end of 2006, Altri’s business layout was as depicted in 
exhibit 8.

Exhibit 8. Business areas on December 2006

Source: Altri

Exhibit 9. Shareholder structure

Source: Altri
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Pulp and Paper

The P&P business represents the core of Altri’s activities, contributing the most to the 
overall value of the company. This business area is supported by three units currently 
totalling 560k tonnes pulp production per year.

Celbi is the crown jewel of Altri’s P&P assets, representing its main production capacity and 
giving it enhanced ability to create value. On a pro-forma basis, EBITDA in 2005 would have 
expanded by 2.15x (an additional EUR 45m) considering the contribution of Celbi. This is 
translated in an EBITDA margin (pro-forma) of 39.8% for Celbi (vs. 20% for Celtejo, 22% for 
Caima and 14.9% for F. Ramada).

The acquisition of Celbi expanded Altri’s forest assets by 50k ha to a total of 75k ha and 
more than doubled production capacity.

Celbi produces Bleached Eucalyptus Kraft Pulp from Eucalyptus globulus wood. The output 
consists of short fibre pulp, which is typical of hardwood raw materials, namely eucalyptus. 
Let us take a moment to look at the foundations of the pulp and paper industry, which will 
give us a better understanding of the main issues affecting Altri’s operating performance.

Pulp – The Basics

Wood is formed by fibres, which are cellulose strands kept together by a natural adhesive 
material called lignin. The separation and reorganization of these fibres will ultimately 
produce paper.

Generally trees are catalogued into two designations, (i) softwood and (ii) hardwood. 
Softwood trees have long fibres and the paper made from this type of wood is stronger. The 
finish is rougher and generally it is not good for writing and printing. Hardwood trees have 
short fibres and the paper made from these trees is weaker, but its surface is smoother and 
better to write and print.

Long and short fibres can be blend into one paper, which allow the achievement of the best 
combination of strength, whiteness and writing surface.

After the cut, the tree logs are transported to the P&P company and cleaned from dirt and 
impurities before being transformed into small wood chips. These chips are sorted 
according to size and moved to the pulping stage. At this stage, the wood fibres in the chips 
are separated through one of several available pulping techniques.

The main pulping method used by Altri’s units is the Kraft (Sulphate) pulping. This is a 
chemical method for the production of wood pulp that employs a mixture of caustic soda 
and sodium sulphide as the solution in which the pulpwood is cooked in order to loosen the 
fibres. Kraft pulp delivers stronger paper than that made from any other pulping process.

Sulphite pulping (also a chemical pulping method) is used in Altri’s unit Caima producing 
BESP, mainly targeting the tissue and sanitary markets because of fibre softness. This 
method represents only a fraction of global production due to the fact that is not so versatile 
in terms of its limited suitability of wood type inputs. Kraft pulping is less damaging than the 
sulphite method, producing stronger fibres but not so easy to bleach as by the latter 
process.

Bleaching is a posterior chemical process in order to decrease the colour of pulp (increasing 
whiteness/brightness).
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The main product of Altri’s pulp business is Bleached Eucalyptus Kraft Pulp or BEKP, a 
designation that gives us important information.

One of the main price benchmarks for pulp is Bleached Hardwood Kraft Pulp (BHKP), which 
in essence relates to BEKP as eucalyptus is a hardwood tree. The Northern Bleached 
Softwood Kraft (NBSK) is a price benchmark concerning softwood i.e. long fibre.

As already mentioned, generally paper is made through a combination of long and short 
fibres, allowing for the customization of the end product according to market needs. Long 
fibres act as the “skeleton” of the paper sheet giving it a grid-like structure, whereas short 
fibres fill the gaps of this grid, thus providing for the surface or the “body” of the paper sheet.

Altri wants to increase the use of short fibres, without compromising quality, taking 
advantage of (i) lower hardwood prices given the lower costs in developing a hardwood 
plantation, and (ii) expansion of short fibre markets like tissue paper (according to SCA, the 
leading European supplier of consumer tissue paper, Europe accounts for 22% of the global 
consumer tissue with an average growth rate of 3% p.a., while Central and Eastern Europe 
should grow on average 8% p.a.. Another point to be considered is the fact that Latin 
America and Asia are growing fast following their very positive economic performance).

Exhibit 10. Long and short fibre pulp prices (USD/tonne)

Source: Reuters EcoWin
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Exhibit 11. Long vs. short fibre pulp price spread (USD/tonne)

Source: Reuters EcoWin, CaixaBI Equity Research

The incorporation in the Celtejo mill of a bleaching unit will allow pulp production to increase 
from 140k tonnes of Unbleached Kraft Pulp (UKP) to 195k tonnes of BEKP. This will be 
possible due to fewer production stoppages and the enhanced productivity of eucalyptus 
versus pine in pulp production.

Exhibit 12. Altri’s pulp production capacity (kton)

Source: Altri, CaixaBI Equity Research

Altri has 75k ha of forest under management of which 50k ha are owned by the company, 
contributing with 50% of the annual eucalyptus consumption (the company expects to retain 
this ratio by 2010). The remaining wood is bought at market prices and should incur higher 
transportation cost, considering that Altri’s pulp plants are mostly integrated near its forest 
assets. All the forest activity is managed by Altri’s Silvicaima.
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The company expects to increase forest productivity by 20% in the next 15 to 20 years, as a 
result of genetic developments. The eucalyptus is already one of the fastest growing trees, 
providing shorter cut periods and studies from the industry are under way to increase 
productivity by developing trees with little bark and more density.

The main forestry assets of Altri are close to the mills, as we can witness in exhibit 13.

Exhibit 13. Mills and forestry assets

Source: Altri

These locations provide an enhanced cost structure as they decrease transport related 
costs (the company also achieved legal authorization to increase the maximum weight per 
truck from 5 tonnes to 15 tonnes leading to a reduction in transport costs).

Cost efficiency is the primordial concern in the P&P industry, providing the management 
with some degree of control of operating performance. This is true due to the commodity-
like nature of the industry, very dependent on international pulp prices, which are cyclical 
(generally following economic performance as seen in exhibit 14).
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Exhibit 14. Eurozone GDP vs. BHKP prices

Source: Reuters EcoWin

As already said pulp prices tend to track economic growth and producing capacity follows 
with a lag. Generally, demand increases as the economy expand, leading to price increases 
given the same industrial capacity. Eventually, producers will increase capacity to respond 
to the strength in demand. However, this wider capacity base will usually come on line in an 
already declining economic growth path, which will leverage the also weaker growth in 
demand and affect pulp prices. Cost control gives the opportunity to smooth operating 
margins in a less upbeat economic environment and leverage it in an expansion period.

Altri is in the front run of cost efficiency at the European level, presenting the lowest cost of 
eucalyptus production in the continent and reduced overall cash costs per tonne. This 
improved cost profile is explain by (i) higher production yield of eucalyptus versus softwood 
species in Northern Europe, (ii) slightly lower personnel costs, (iii) efficient plants, (iv) 
cogeneration decrease energy costs. Exhibit 15 gives an image of cash costs across pulp 
sources (geography is still an advantage when it comes to shipping cost measures versus 
the Brazilian competitors, dragging down overall cash costs of Altri).
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Exhibit 15. BHKP supply cash costs (EUR/tonne)

Source: Hawkins Wright, Altri, CaixaBI Equity Research

The main producers of hardwood pulp are Brazilian companies like Aracruz and Suzano. 
The Brazilian climate, which supports the high productivity of eucalyptus plantations mostly 
in the Atlantic forest, the availability of land and cheap labour, gives domestic companies an 
important advantage in the global pulp market.

In fact, in recent decades woodpulp production experienced what may be defined as a 
secular move towards the South hemisphere, where climate conditions and production 
costs are more favourable. Generally, a hardwood tree takes almost 3x more time to mature 
in the Northern hemisphere than a eucalyptus in Brazil. This means that the land required to 
produce the same volume of pulp per year is greater in the same magnitude in the North as
in Brazil.

Exhibit 16. Global share breakdown of market pulp

Source: Aracruz
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The demand of bleached eucalyptus market pulp (BEKP) rose from 2 Mton in 1980 to 10 
Mton in 2005, recording an annual average growth rate of 7.4% versus 2.8% for other 
hardwoods and 3.2% for softwood pulp. The world production of BEKP represents almost 
half of the total hardwood pulp output and more than 20% of the total chemical market pulp.

Exhibit 17. World pulp production 1961-2005 Mton (integrated + market pulp)

Source: FAO, CaixaBI Equity Research

The increase in demand of BEKP is based on its fibre characteristics, which fit to the current 
demand profile of end consumers (high quality products with reasonable prices). The 
economic expansion experienced in many Asian countries supported and should continue 
to support pulp production and especially eucalyptus as an important feedstock.

Exhibit 18. World pulp production 1961-2005 Mton (integrated + market pulp)

Source: FAO, CaixaBI Equity Research

0

20

40

60

80

100

120

140

160

180

200

1961 1965 1969 1973 1977 1981 1985 1989 1993 1997 2001 2005

Chemical wood pulp Mechanical wood pulp Semi-chemical wood pulp

CAGR 2.8%

CAGR 1.7%

CAGR 2.3%

CAGR 2.5% ON TOTAL

0

20

40

60

80

100

120

140

1961 1965 1969 1973 1977 1981 1985 1989 1993 1997 2001 2005

Bleached Sulphate Pulp Unbleached Sulphate Pulp

Bleached Sulphite Pulp Unbleached Sulphite Pulp

CAGR 6.3%

CAGR 2.7%

CAGR 1.5%

CAGR -0.1%

CAGR 4.3% ON TOTAL



Altri Sgps

Page 18

All the previous considerations about the pulp market are fundamental in modelling future 
cash flows from the P&P business of Altri (as examined in more detail in the Valuation 
chapter). Altri’s P&P business is essentially market driven, with management playing an 
important role in cost control, and the overall smoothing of decrease in operating margin 
when pulp prices fall.

Steel and Storage

Apart from its main P&P business, Altri has interests in two other areas (i) steel and (ii) 
storage, both running under the F. Ramada brand. Essentially, we can lock F. Ramada’s 
primary focus on the steel business and link it to the storage activity.

The steel business comprises the purchase of raw steel (in different forms) and its 
transformation into a range of products, which include both industrial and end consumers.

The storage business mainly comprises the construction of storage racks of different kinds 
(conventional racks, drive-in, flow track, amongst others). F. Ramada offers solutions that 
range from simple metallic storage facilities to automated platforms. The acquisition of two 
companies (B.P.S. in France and Storax in the UK) back in 2001, reinforced the presence in 
the cold storage business area, allowing the company to present a wider range of solutions 
to its clients.

Altri’s steel business area is very dependent on international steel prices in terms of 
operating margins. In an environment of increases in steel prices, the capacity of the 
company to reflect the higher operating costs to its clients is limited. Thus, fluctuations in 
EBITDA margins can be significant. 

Exhibit 19. European steel price index

Source: Reuters EcoWin, CaixaBI Equity Research
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The ability of the company to present a high-end quality offer is vital in order to sustain 
operating margins and secure customer loyalty.

The exhibits below give an idea of the importance of F. Ramada in the context of Altri’s 
group.

Exhibit 20. Revenues per business area (EURm)

Source: Altri, CaixaBI Equity Research

Exhibit 21. EBITDA per business area (EURm)

Source: Altri, CaixaBI Equity Research
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Financials

P&L Analysis

As we can see in exhibit 22 the estimated compounded growth rate in the EBITDA line is 
significant, with an also visible increase in the margin. This follows the expansion of pulp 
production capacity and the upgrade of the Celtejo mill.

Exhibit 22. P&L summary

Source: CaixaBI Equity Research

The increase in the debt stock following the acquisition of Celbi in 2006, which places 
leverage levels above peer average, has consequences on the bottom line with an average 
of 25% of EBIT eroded each year by net financial costs up to 2015.

EURm 2007e 2008e 2009e 2010e CAGR 08-10
Revenues 427.8 453.9 534.8 617.5 16.6%
  Pulp 312.1 326.3 394.0 464.6 19.3%
  F. Ramada 115.7 127.6 140.8 152.9 9.5%
EBITDA 108.1 113.8 131.9 166.8 21.1%
  Pulp 93.6 97.9 114.3 147.7 22.9%
  F. Ramada 14.5 16.0 17.6 19.1 9.5%
margin 25.3% 25.1% 24.7% 27.0%
EBIT 73.0 74.7 86.9 125.6 29.6%
margin 17.1% 16.5% 16.3% 20.3%
Net profit 37.9 37.4 44.0 71.7 38.5%
EPS 0.37 0.36 0.43 0.70
DPS 0.06 0.05 0.06 0.10
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Cash Flow Analysis

The ability of the company to generate cash flow is strong, but will be affected by the heavy 
capex planned for the coming years. Overall, the company should invest EUR 320m in 
increasing capacity at the Celbi mill (EUR 180m of medium-long term debt, 80 from cash 
flow generation and EUR 60 from State subsidies), EUR 72m in the new bleaching line in 
Celtejo and EUR 250m in the Biomass business. This adds a gross EUR 517m (considering 
50% of the Biomass investment) that are allocated from 2006 to 2010.

Exhibit 23. Cash flow estimates (EURm)

Source: CaixaBI Equity Research
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Capital & Credit Analysis 

As mentioned above, the company will experience a significant capex plan up to 2010, with 
the upgrade of Celbi, the new bleaching line in Celtejo and the cogeneration facilities. This 
will hurt leverage ratios as reflected in exhibit 24, which are already above peers. We find 
that these investments will leverage the strong position of the company in relation to
geography and feedstock availability. It will also enhance energy efficiency and overall 
productivity in a market where cost control is king.

Exhibit 24. Coverage ratios estimates

Source: CaixaBI Equity Research

However, we also consider that further expansion on existing sites should help offset the 
effect of declining pulp prices in the future (as explained in the Valuation chapter we opted 
to use a mean reverting process when modelling pulp prices) in a scenario of no expansion 
of pulp production capacity. This would decrease unit costs and enhance operating 
margins.
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Profitability Analysis

The acquisition of Celbi in 2006 was fundamental in increasing operating margins of Altri, as 
already referred above. Exhibit 25 also illustrates the level of erosion of operating margins 
due to the above average leverage that the company currently shows.

Exhibit 25. ROCE and net interest impact as % of sales

Source: CaixaBI Equity Research

Overall EBITDA margin mainly follows the performance of the pulp division, which is a 
natural consequence given the weight of this business. This is shown in exhibit 26, where 
the decline of Altri’s margin from 2011 is due to the flat change in prices (as may be seen in 
our assumptions) and production capacity, besides the negative performance of F. Ramada 
in terms of EBITDA contribution given that this division has difficulty in passing on the 
estimated increase in steel prices to clients.

Exhibit 26. Operating margins (total and pulp per tonne)

Source: CaixaBI Equity Research
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Altri Sgps: Summary tables
P R OF IT  & LOSS (EUR m) 2004 2005 2006 2007e 2008e 2009e C A GR  09/ 04
Sales 0.0 151.5 295.5 427.8 453.9 534.8 R +
Cost of Sales & Operating Costs (excl. Pers. Expenses) -100.9 -187.9 -262.6 -279.3 -331.0
Personnel Expenses -21.3 -40.8 -57.1 -60.7 -71.9
Non Recurrent Expenses/Income 0.0 0.0 0.0 0.0 0.0
EB IT D A 0.0 29.4 66.7 108.1 113.8 131.9 R +
EB IT D A  (adj.) * 29 .4 66.7 108.1 113.8 131.9
Depreciation, Amortisation & Write Downs 0.0 -11.3 -23.1 -35.1 -39.1 -44.9
EB IT  (repo rted) 0.0 18.0 43.7 73.0 74.7 86.9
Net Financial Interest 0.0 -4.2 -14.5 -18.6 -21.0 -24.3
Other Financials 0.0 0.9 -2.8 -2.8 -2.8 -2.8
Associates 0.0 0.0 0.3 0.3 0.3 0.3
Other Non Recurrent Items 0.0 0.0 0.0 0.0 0.0 0.0
Earnings B efo re T ax (EB T ) 0.0 14.8 26.7 51.9 51.2 60.2 R +
Tax 0.0 -4.2 -5.6 -13.8 -13.6 -15.9
Tax rate 28.6% 20.8% 26.5% 26.5% 26.5%
Discontinued Operations 0.0 0.0 0.0 0.0 0.0
M inorities 0.0 -0.2 -0.3 -0.3 -0.3 -0.3
N et P ro f it  ( repo rted) 0.0 10.4 20.8 37.9 37.4 44.0 R +
Net Profit (adj.) 10.4 20.8 37.9 37.4 44.0
C A SH  F LOW (EUR m)
Net pro fit (reported) + M inorities 0.0 10.6 21.1 38.2 37.7 44.2
Non cash items 0.0 11.3 23.1 35.1 39.1 44.9
C ash F lo w 0.0 21.9 44.2 73.3 76.7 89.2 R +
Change in Net Working Capital 0.0 0.0 12.9 -1.6 5.9 18.4
Capex 0.0 -129.0 -545.6 -130.3 -138.6 -161.0
Operat ing F ree C ash F lo w (OpF C F ) 0.0 -107.1 -488.5 -58.6 -55.9 -53.4 R -
Net Financial Investments 0.0 0.0 0.0 0.0 0.0 0.0
Dividends 0.0 0.0 -2.6 -5.7 -5.6 -6.6
Other (incl. Capital Increase & share buy backs) 0.0 0.0 0.0 0.0 0.0
F ree C ash F lo w 0.0 -107.1 -491.1 -64.3 -61.5 -60.0
NOPLAT 0.0 13.1 31.7 53.6 54.9 63.9
B A LA N C E SH EET  & OT H ER  IT EM S (EUR m)
Net Tangible Assets 0.0 160.8 567.3 684.0 805.9 948.1
Net Intangible Assets (incl.Goodwill) 0.0 0.5 0.7 0.7 0.7 0.7
Net Financial Assets & Other 0.0 8.9 18.3 18.3 18.3 18.3
T o ta l F ixed A ssets 0.0 170.1 586.3 702.9 824.9 967.1 R +
Net Working Capital 0.0 51.5 64.4 62.8 68.7 87.1
Total capital invested/employed 0.0 212.7 632.4 747.5 875.3 1,035.9
Shareho lders  Equity 0.0 70.7 85.7 117.7 149.5 186.9 R +
M inorities Equity 0.0 1.8 0.3 0.3 0.3 0.3
N et D ebt 0.0 124.5 528.4 627.7 725.7 855.0 R +
Provisions 0.0 0.2 4.3 4.3 4.3 4.3
Other Liabilities 0.0 56.2 95.6 90.2 90.2 90.2
T o ta l M arket  C ap 87.8 262.4 571.3 571.3 571.3
Enterprise Value (EV adj.) 212.2 790.7 1,199.0 1,297.0 1,426.2
M A R GIN S A N D  R A T IOS
Sales growth +chg 95.0% 44.8% 6.1% 17.8%
EBITDA growth +chg 127.4% 62.0% 5.3% 15.8%
EBIT growth +chg 142.2% 67.1% 2.4% 16.3%
EB IT D A  margin nm 19.4% 22.6% 25.3% 25.1% 24.7%
EBIT margin nm 11.9% 14.8% 17.1% 16.5% 16.3%
D ebt/ Equity (gearing) nm 171.6% nm nm 484.4% 456.8%
Debt/EBITDA nm 4.2 7.9 5.8 6.4 6.5
Interest cover (EBITDA/Fin.interest) high 7.1 4.6 5.8 5.4 5.4
ROCE nm 6.1% 5.0% 7.2% 6.3% 6.2%
WACC 4.6% 4.6%
R OC E/ WA C C 1.4 1.3
EV/CE 1.00 1.25 1.60 1.48 1.38
OpFCF/CE nm -50.3% -77.2% -7.8% -6.4% -5.2%
EV/Sales 1.40 2.68 2.80 2.86 2.67
EV/ EB IT D A 7.2 11.8 11.1 11.4 10.8
EV/EBITDA (adj.)* 7.2 11.8 11.1 11.4 10.8
EV/EBIT 11.8 18.1 16.4 17.4 16.4
P / E (adj.) 8 .4 12.6 15.1 15.3 13.0
P/CF 4.0 5.9 7.8 7.4 6.4
P/BV 1.2 3.1 4.9 3.8 3.1
OpF C F  yield -122.0% -186.2% -10.3% -9.8% -9.3%
Payout ratio 0.0% 12.3% 15.0% 15.0% 15.0%
D ividend yield (gro ss) 0.0% 0.4% 1.0% 1.0% 1.2%
P ER  SH A R E D A T A  (EUR )
EPS (reported) 0.10 0.20 0.37 0.36 0.43
EP S (adj.) 0 .10 0.20 0.37 0.36 0.43
CFPS 0.21 0.43 0.71 0.75 0.87
BVPS 0.69 0.84 1.15 1.46 1.82
D P S 0.00 0.03 0.06 0.05 0.06
Source: Company, Caixa Banco de Investimento estimates. * Where EBITDA (adj.)= EBITDA +/- Non Recurrent Expenses/Income
2005 restated as IFRS proforma
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Recommendation system

From the 18th October 2004, the Members of ESN use a New Recommendation System. 

The new ESN Recommendation System is Absolute. It means that each stock is rated on the 

basis of a total return, measured by the upside potential (including dividends) over a 6 months 

time horizon. 

The ESN spectrum of recommendations (or ratings) for each stock comprises 5 categories: 

Buy, Accumulate (or Add), Hold, Reduce and Sell (in short: B, A, H, R, S). 

Meaning of each rating or recommendation:

 Buy: the stock is expected to generate a total return of over 15% during the 

next 6 months time horizon.

 Accumulate: the stock is expected to generate a total return of 5% to15%

during the next 6 months time horizon.

 Hold: the stock is expected to generate a total return of 0% to 5% during the 

next 6 months time horizon

 Reduce: the stock is expected to generate a total return of 0 to -15% during the 

next 6 months time horizon

 Sell: the stock is expected to generate a total return below -15% during the 

next 6 months time horizon

 Rating Suspended: the rating is suspended due to a capital operation (take-

over bid, SPO, …) where the issuer or a related party of the issuer is or could 

be involved or to a change of analyst covering the stock  

 Not Rated: there is no rating for a company being floated (IPO) by the issuer or 

a related party of the issuer

Caixa Banco De Investimento Ratings Breakdown
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Disclaimer 

The information and opinion in this report were prepared by Caixa Banco de Investimento, SA. The information upon which this report was based 
has been obtained from sources that we believe to be reliable, but we do not guarantee that it is accurate or complete. No part of this document 
may be (i) copied or duplicated by any form or means, or (ii) redistributed without the prior written consent of Caixa Banco de Investimento, SA.
The analysts responsible for this report have not received and will not receive direct or indirect compensation in exchange for expressing specific 
recommendations or views.
At any time Caixa Geral de Depósitos, Caixa Banco de Investimentos's parent company, or any affiliated companies (or employees) may have a 
position subject to change in these securities.
Opinions in this report are subject to change without notice. This document is for your private information, and is not to be constructed as an offer 
to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. Any opinion or 
recommendation contained herein and in the investments to which they refer may not be appropriate for investors due to their specific financial 
position or investment targets.
Investors should also note that income from the securities mentioned in this report, if any, may fluctuate and that each security's price or value 
may rise or fall. Thus, investors may receive back less than initially invested. Past performance is not a guarantee for future performance. Caixa 
Banco de Investimento or other companies in the Caixa Geral de Depósitos Group accepts no liability of any type for any indirect or direct loss 
arising from the use of this report.
Caixa Banco de Investimento or other companies in the Caixa Geral de Depósitos Group have participated in the last year as underwriter and/or 
placer in public share offerings of the following companies:BES, Efacec, EDP, Fisipe, Novabase, Galp Energia, Portucel, Martifer and REN.
Within the last 12 months, Caixa Banco de Investimento provided investment banking services to: Altri, Banif, Bes, Brisa, Cimpor, Cofina, 
Corticeira Amorim, EDP, Galp Energia, Gescartão, Ibersol, Impresa, Inapa, Jerónimo Martins, Media Capital, Mota Engil, Novabase, Orey 
Antunes, Portucel, Portugal Telecom, PT Multimédia, Reditus, SAG Gest, Semapa, Soares da Costa, Sonae Indústria, Sonae SGPS, Sumolis, 
Teixeira Duarte, Martifer and REN.
Furthermore, Caixa Banco de Investimento, or other affiliated companies of Caixa Geral de Depósitos Group, does and seeks to provide 
investment banking or other services to the companies referred in its research reports.
One member of Caixa Banco de Investimento's board is non-executive member of Portugal Telecom's board. One member of Caixa Geral de 
Depósitos board is a non-executive member of Portugal Telecom's board. 
One member of Caixa Geral de Depósitos board is a non-executive member of EDP board.
Caixa Banco de Investimentos is liquidity provider for Orey Antunes, Cofina, Altri, Inapa, Reditus, PT Multimédia and Ibersol.
The activity of Caixa Banco de Investimento is supervised by Banco de Portugal (BoP) and Comissão de Mercado de Valores Mobiliários 
(CMVM).
The share price mentioned in the report is the close price of the indicated day.
Caixa Geral de Depósitos group has qualified participations in the following companies: Banco Comercial Português (BCP), Cimpor, Energias de 
Portugal (EDP),  Portugal Telecom (PT), PT Multimédia, Vista Alegre Atlantis and REN.
Recommendation System:
From the 18th October 2004, the Members of ESN use a New Recommendation System. Caixa Banco de Investimento is a Member of ESN, 
therefore uses the same Recommendations System of ESN.
The new ESN Recommendation System is Absolute. It means that each stock is rated on the basis of a total return, measured by the upside 
potential (including dividends) over a 6 months time horizon. 
The ESN spectrum of recommendations (or ratings) for each stock comprises 5 categories: Buy, Accumulate (or Add), Hold, Reduce and Sell (in 
short: B, A, H, R, S). 

Meaning of each rating or recommendation:

• Buy: the stock is expected to generate a total return of over 15% during the next 6-month time horizon;
• Accumulate: the stock is expected to generate a total return of 5% to 15% during the next 6-month time horizon;
• Hold: the stock is expected to generate a total return of 0% to 5% during the next 6-month time horizon;
• Reduce: the stock is expected to generate a total return of 0 to -15% during the next 6-month time horizon;
• Sell: the stock is expected to generate a total return below -15% during the next 6-month time horizon;
• Rating Suspended: the rating is suspended due to a capital operation (take-over bid, SPO, …) where the issuer or a related party of the 
issuer is or could be involved or to a change of analyst covering the stock; 
• Not Rated: there is no rating for a company being floated (IPO) by the issuer or a related party of the issuer.

Date Recommendation Fair Value

25-08-2005 Buy 3.80

11-05-2006 Accumulate 2.40(adj)

07-09-2006 Buy 3.75

15-01-2007 Buy 4.60

08-03-2007 Accumulate 6.00

30-10-2007 Buy 7.20

Source: CaixaBI

Altri



Disclaimer:
These reports have been prepared and issued by the Members of 
European Securities Network LLP (‘ESN’). ESN, its Members and 
their affiliates (and any director, officer or employee thereof), are 
neither liable for the proper and complete transmission of these 
reports nor for any delay in their receipt. Any unauthorised use, 
disclosure, copying, distribution, or taking of any action in reliance 
on these reports is strictly prohibited. The views and expressions in 
the reports are expressions of opinion and are given in good faith, 
but are subject to change without notice. These reports may not be 
reproduced in whole or in part or passed to third parties without 
permission. The information herein was obtained from various 
sources. ESN, its Members and their affiliates (and any director, 
officer or employee thereof) do not guarantee their accuracy or 
completeness, and neither ESN, nor its Members, nor its Members’ 
affiliates (nor any director, officer or employee thereof) shall be liable 
in respect of any errors or omissions or for any losses or 
consequential losses arising from such errors or omissions. Neither 
the information contained in these reports nor any opinion 
expressed constitutes an offer, or an invitation to make an offer, to 
buy or sell any securities or any options, futures or other derivatives 
related to such securities (‘related investments’). These reports are 
prepared for the clients of the Members of ESN only. They do not 
have regard to the specific investment objectives, financial situation 
and the particular needs of any specific person who may receive any 
of these reports. Investors should seek financial advice regarding 
the appropriateness of investing in any securities or investment 
strategies discussed or recommended in these reports and should 
understand that statements regarding future prospects may not be 
realised. Investors should note that income from such securities, if 
any, may fluctuate and that each security’s price or value may rise 
or fall. Accordingly, investors may receive back less than originally 
invested. Past performance is not necessarily a guide to future 
performance. Foreign currency rates of exchange may adversely 
affect the value, price or income of any security or related 
investment mentioned in these reports. In addition, investors in 
securities such as ADRs, whose value are influenced by the 
currency of the underlying security, effectively assume currency risk.
ESN, its Members and their affiliates may submit a pre-publication 
draft (without mentioning neither the recommendation nor the target 
price/fair value) of its reports for review to the Investor Relations 
Department of the issuer forming the subject of the report, solely for 
the purpose of correcting any inadvertent material inaccuracies. Like 
all members employees, analysts receive compensation that is 
impacted by overall firm profitability For further details about the 
specific risks of the company and about the valuation methods used 
to determine the price targets included in this report/note, please 
refer to the latest relevant published research on single stock. 
Research is available through your sales representative. ESN will 
provide periodic updates on companies or sectors based on 
company-specific developments or announcements, market 
conditions or any other publicly available information. Unless agreed 
in writing with an ESN Member, this research is intended solely for 
internal use by the recipient. Neither this document nor any copy of 
it may be taken or transmitted into Australia, Canada or Japan or 
distributed, directly or indirectly, in Australia, Canada or Japan or to 
any resident thereof. This document is for distribution in the U.K. 
Only to persons who have professional experience in matters 
relating to investments and fall within article 19(5) of the financial 
services and markets act 2000 (financial promotion) order 2005 (the 
“order”) or (ii) are persons falling within article 49(2)(a) to (d) of the 
order, namely high net worth companies, unincorporated 
associations etc (all such persons together being referred to as 
“relevant persons”). This document must not be acted on or relied 
upon by persons who are not relevant persons. Any investment or 
investment activity to which this document relates is available only to 
relevant persons and will be engaged in only with relevant persons.
The distribution of this document in other jurisdictions or to residents 
of other jurisdictions may also be restricted by law, and persons into 
whose possession this document comes should inform themselves 
about, and observe, any such restrictions. By accepting this report 
you agree to be bound by the foregoing instructions. You shall 
indemnify ESN, its Members and their affiliates (and any director, 
officer or employee thereof) against any damages, claims, losses, 
and detriments resulting from or in connection with the unauthorized 
use of this document.
For additional information and individual disclaimer please 
refer to each ESN Member websites:
www.bancaakros.it
www.caixabi.pt
www.cajamadrid.es
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75441 Paris 
Cedex 09
France
Phone: +33 1 4016 2692
Fax: +33 1 4596 7788

Equinet AG 
Gräfstraße 97
60487 Frankfurt am Main
Germany
Phone:+49 69 – 58997 – 410
Fax:+49 69 – 58997 – 299

European Securities Network  LLP
Registered office c/o Withers LLP

16 Old Bailey - London EC4M 7EG

Members of ESN (European Securities Network LLP)

Investment Bank of Greece
24B, Kifisias Avenue
151 25 Marousi
Greece
Phone: +30 210 81 73 000
Fax: +30 210 68 96 325

Danske Markets Equities 
Holmens Kanal 2-12
DK-1092 Copenhagen K
Denmark
Phone: +45 45 12 00 00
Fax: +45 45 14 91 87

SNS Securities N.V.
Nieuwezijds Voorburgwal 162 
P.O.Box 235
1000 AE Amsterdam
The Netherlands
Phone: +31 20 550 8500
Fax: +31 20 626 8064

NCB Stockbrokers Ltd.
3 George Dock,
Dublin 1
Ireland
Phone: +353 1 611 5611
Fax: +353 1 611 5781


