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The crux of the matter

Forestry & Paper

Mondi: Insights from recent European peer results

Key message: Results are likely to be stronger than expected. Outlook for H2 is positive for UWF,
Containerboard and sack kraft. Balance sheet has significant optionality post the PCC disposal. A
special dividend of up to EUR 3/share (16% yield) would still leave significant headroom, in our view.

Mondi will report H1 22E results on 4 August: Including Russia, we expect EBITDA of EUR 1.122mn
(Q1 22A: EUR 574mn & Q2 22E: EUR 548mn), driving underlying EPS of EUR 1.34/share (+89% y/y & +61% h/h)
and DPS of EUr 23/share (+13% yly). We expect the balance sheet to strengthen further with net debt of
EUR 1,792mn and net debt/EBITDA of 0.9x.

Key themes from European peer results: European peers have been reporting record results in terms of revenue
and EBITDA in Q2 22A, with strong expansion in margins relative to FY 21A. This has largely been driven by strong
demand and pricing momentum more than mitigating significant cost inflation (energy, chemicals, fibre, and
logistics). This has seen the sector de-gear and ROCE'’s seeing double digit expansion. We believe there is upside
risk to earnings for Mondi.

Mondi’s share price has held up well vs. peers given its Russian exposure: YTD, the Mondi share price is
down 19%. This compares favourably to its closest peers, who have limited Russian exposure (<5% of earnings).
DS Smith is down 26%, while Smurfit Kappa is down 28%. The Navigator Company has bucked this trend and is up
17% given its focus on UWF.

Sector valuations undemanding: Apart from Navigator, European peers are trading at a discount to their 5-yr
average forward EV/EBITDA (x). Sappi continues to trade at the deepest discount (-39%), followed by DS Smith
(-25%) and Mondi (-22%).

Positive read-though from containerboard and box producers’ results (DS _Smith. Smurfit Kappa, Stora
Enso, SCA): Demand has remained strong, with containerboard operating rates above 95%. Supply disturbances
drove an increase in containerboard inventory days, and European box demand has stabilized on a high level.
Despite testliner prices starting to show signs of weakness as Europe enters a seasonally slower season for
corrugated box demand (will necessitate some downtime from higher cost producers), producers see a stable
outlook for the kraftliner market supported by good demand and normal stocks. OCC and energy prices will drive
the direction of testliner prices and accordingly kraftliner prices. Most producers remain bullish despite macro
uncertainty and expect low single corrugated demand growth, with further box price increases to be realised.
European sack kraft paper producers have printed strong results (Nordic Paper, Billerud), with EBITDA
margins in the range of 22-36%: The outlook for the rest of FY 22E is bullish, with the expectation of a continuation
of strong market conditions (visibility into the order book for the next 4-5 months) and further price increases (+7%
g/g in Q3). With Russian volumes exiting Europe, this has strengthened the position of European producers (Mondi
is the leading European sack paper producer). To date, increased competition from Russia has not been seen in
sack paper markets outside of Europe.

Positive UWF read-though from Navigator’s record Q2 22A results: Revenue +74% yly and +32% q/q; EBITDA
+179% yly and +83% g/qg. This resulted in the EBITDA margin expanding to a staggering 34.3% in the quarter
(+1,291bps yly and +961bps qg/q). UWF sales volumes improved by 12% y/y and by 24% q/q to 407kt. Navigator
achieved the strongest order book ever of around 90 days (+82% higher than competitors in June). H2 has started
with the European industry’s order books at high levels due to paper scarcity.

Despite sanctions on Russia, Mondi’s Russian business is likely to have a strong year: All else equal, a 1%
strengthening in the RUB equates to a EUR 2.0-2.5mn increase in EBITDA. The EUR/RUB averaged 86.60 in
FY 21A. The RUB drove a FX headwind in Q1 22A (average: 99.58), while Q2 22E benefitted from RUB strength
(average: 72.18). Rouble strength is likely to see earnings and cash flows from Russia surprise to the upside this
year (spot is currently 62.89). We currently estimate EBITDA of EUR 499mn in FY 22E (consensus EUR 295mn).
Balance sheet has significant optionality following the Personal Care Components (PCC) disposal. A special
dividend of up to EUR 3/share (16% yield) would still provide the balance with significant headroom, in our
view: Our base case implies a net debt/EBITDA of 0.4x at the end of FY 22E. Assuming a special dividend range of
EUR 1-3/share, this would increase net debt/EBITDA in the range of 0.6-1.0x.

We value Mondi excluding earnings from Russia and adjust for proceeds from the PCC disposal: Using a
SoTP EV/EBITDA (x), we set a TP of ZAR 355/share. This implies Mondi is trading on a 1-yr rolled EV/EBITDA of
5.6x, a 24% discount to its 5-yr average forward. If we exclude EBITDA from Russia, Mondi’s implied EV/EBITDA is
then 7.1x.

Date:
Analyst

South Africa
Forestry and Paper

3 August 2022

Sean Ungerer CA (SA), CFA

+27 82 3193373

sean.ungerer@chronux.co.za

Rating:
Price:

Target Price:
Total return:

Market cap

Weighted average shares

Overweight
R315
R355
18%
R156bn
485mn

H1 22E Results: Thursday 4 August with a

presentation at 10am (Webcast link or
Reaqister for conference call)

Q2 22A % changes
Average EUR vs. key FX yly q/q
South Africa rand -16% -3%
Czech koruna -9% 0%
Polish zloty 3% 1%
Pounds sterling -4% 1%
Russian rouble -9% -28%
Turkish lire 122% 7%
US dollar -3% -4%
Source: Chronux Research, Bloomberg
European Pulp, Paper and Packaging prices  yly q/q
NBSK 31% 12%)
BHKP 40% 14%
UWF 45% 15%
Newsprint 86% 18%)
occC 18% 10%
Testliner 43% 12%
Kraftliner 38% 6%
\White-top kraftliner 27% 6%
Source: Chronux Research, FOEX
Inflation yly
|eu 8.8% |
Source: Chronux Research, Eurostat

Mondi peer share price performance

Peers CY 19A CY20A CY21A CY22A
BillerudKorsnas 2% 32% 17% -20%
DS Smith 28% 2% 2% -26%
International Paper 12% 8% 0% -9%
Mayr Melnhof Karton 10% 38% 7% -12%
Mondi 10% 5% 15% -19%
Nordic Paper -10% -2% 12%
Norske Skog 15% -11% -1% 7%
Packaging Corp 32% 23% -1% 2%
Sappi -45% -25% 39% 21%
SCA 38% 51% 12% -11%
Segheza 39% -31%
Smurfit Kappa Group 39% 18% 18% -28%
Stora Enso 27% 21% 3% -9%
The Navigator Company -1% -30% 34% 17%
West Rock 10% 1% 2% 5%

Source: Bloomberg, Chronux Research
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EBITDA from Russia has averaged 20% of total group EBITDA in the past three years

Mondi has the highest Russia exposure vs. peers in Europe, with Smurfit Kappa and DS Smith having
negligible exposure to Russia. Despite this, Mondi’s share price has fared better than its peers. YTD, Mondi’s
share price has declined by 19% compared to Smurfit's -28% and DS Smith’s -26%.

Mondi EBITDA outlook (EURmMnN) Relative share price performance (Jan=1)
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Despite sanctions on Russia, Mondi’s Russian business is likely to have a strong year. All else equal,
a 1% strengthening in the RUB equates to a EUR 2.0-2.5mn increase in EBITDA (EBIT: EUR 1.5-2.0mn). The
EUR/RUB averaged 86.60 in FY 21A. The RUB drove a FX headwind in Q1 22A (average: 99.58), while Q2
22E benefitted from RUB strength (average: 72.18). Rouble strength is likely to see earnings and cash flows
from Russia surprise to the upside this year (spot is currently 62.89). We currently estimate EBITDA of
EUR 499mn in FY 22E driven by robust domestic demand, stronger than expected RUB. This is higher than
consensus Russian EBITDA of EUR 295mn.

FY 22E Mondi consensus with implied EBITDA from Russia

Consensus: FY 22E (20 May 2022) Low Average High

EBITDAincl. Russia 1643 1950 2295
EBITincl. Russia 1220 1516 1754
Implied D&A 423 434 541
EBITDA excl. Russia 1382 1705 2057
Implied Russian EBITDA 261 245 238
Consensus: FY 22E (22 July 2022) Low Average High

EBITDAincl. Russia 1785 2044 2270
EBITincl. Russia 1278 1586 1748
Implied D&A 507 458 522
EBITDA excl. Russia 1442 1749 1946
Implied Russian EBITDA 343 295 324
% change in consensus Low Average High

EBITDAincl. Russia 9% 5% -1%
EBIT incl. Russia 5% 5% 0%
Implied D&A 20% 6% -4%
EBITDA excl. Russia 4% 3% 5%
Implied Russian EBITDA 31% 20% 36%

Source: Chronux Research, Company data
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EUR/RUB (average) evolution Dutch TTF gas future price (EUR/MWH)
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Energy prices continue to remain a headwind for all European Forestry and Paper companies. Prior to
Russia invading Ukraine, energy prices in Europe were already increasing. Despite Mondi generating ¢.65%
of its own energy needs from its pulp and paper mills, Mondi has guided for group energy costs in FY 22E to

increase by EUR 250-400mn yly (+52-62% increase).

Exiting Russia, while attempting to maximise proceeds is likely to take time. Following global peers, with
Russia exposure, most have had limited exposure (<5% of earnings) and have simply divested assets in most
cases to local management. International Paper during its Q2 22A conference call indicated that they have
“identified seriously attractive option” to monetise their equity investment in the llim Group; however, that this
will take time. Below, we highlight that Ilim’s JV with IP continues to perform strongly (EBITDA margin >40%).

Ilim JV with IP (USDmn)

llim JV (USDmn) FY19A FY20A| Q121A Q221A Q321A Q4 21A| FY21A | Q1 22A Q2 22A |Qyly %/bps chg. Q g/q %/bps chg.
Sales volume (kt) 3162 3460 797 907 833 829 3364 869 877 -3% 1%
Sales 2188 2015 531 733 729 699 2692 707 815 11% 15%
EBITDA 785 388 181 335 318 273 1107 302 353 5% 17%
EBITDA margin (%) 35.9% 19.3%| 34.1% 457% 43.6% 39.1%| 41.1%| 42.7% 43.3% (239) 60

Source: Chronux Research, Company data

We have valued Mondi excluding earnings from its Syktyvkar mill. Total capacity of 2.11mtpa: comprised
of UWF paper (530ktpa: 32% of Group UWF); white top kraft liner containerboard (325ktpa: 12% of Group
containerboard); pulp (1.05mtpa: 22% of Group pulp) and newsprint (205kpta: 100% of Group newsprint).
Mondi Syktyvkar is now producing cartonboard (under the brand Komipak) for the dairy industry as Russia
faces food packaging shortages. In June, Mondi Syktyvkar launched the new board production with output of
3-4k per month (36-48ktpa) and signed contracts for chemical supply with new partners from India, China,
Thailand, Indonesia, and Uzbekistan. Featuring a white-top liner suitable for printing applications, Komipak is
an essential component to aseptic packaging for foods with a short shelf life, such as milk and milk products.

Syktyvkar mill capacity composition: 2.11mtpa

Newsprint (100% of Group) UFP (32% of Group)
10% 25%
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Pulp (22% of Group) G;’g;p)
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Source: Chronux Research, Company data
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Planned projects could increase EBITDA by at least EUR 125mn pa

Mondi has a strong record of project execution. This has meant most projects have been on time, within budget
and having delivered double digit returns in excess of cost of capital. CapEx remains focussed on Mondi's
packaging markets which continue to grow, underpinned by the structural growth drivers of eCommerce and
the demand for more sustainable packaging. The focus remains on driving organic growth, enhancing product
offering, quality and service to customers, strengthening their cost competitiveness, and improving their
environmental footprint.

Despite Mondi’s plans to exit Russia, Mondi has confirmed substantial CapEx plans. Their pipeline
currently includes c.EUR 1bn of expansionary projects already approved or under advanced evaluation, which
they anticipate will generate mid-teen returns when in full operation. Mondi’'s CapEx is expected to be
¢.EUR 700-800mn in FY 22E and c.EUR 900-1,000mn in FY 23E.

Mondi’s CapEx vs. D&A
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In FY 22E, Mondi expects to generate c.EUR 50mn of incremental underlying EBITDA contribution from
projects. This is driven by investments in FY 21A, which includes the new 300ktpa kraft top white machine at
RuZomberok (Slovakia); a converted speciality kraft paper machine in Stéti (Czech Republic); the
modernisation (upgrading the energy and chemical plants to improve reliability and environmental
performance) of the Richards Bay mill (South Africa).

Mondi planned projects

N N Project cost Expected start- Incremental EBITDA (EURmn) . .
Mill location Segment | Project details
(EURmnN) up date at spot prices (CRe)

Expansion to increase containerboard (semi-chemical fluting) capacity by 55ktpa and to enhance
product quality, drive cost competitiveness and strengthen the mill's environmental performance.

Swiecie mill (Poland) Corrugated Packaging 95 FY 24E 17 Debottlenecking to increase containerboard (kraftliner) capacity by 55ktpa.
Corrugated Solutions plant network: To strengthen their leading market position and support growth in

Kuopia mill (Finland) Corrugated Packaging 125 Q4 23E 14

Central & Eastem E C ted Packagil 28
entra astem Europe  Lormugated Fackaging 185 eCommerce and enhance their product and service offering.
TBC Fibre Packaging TBC TBC 50 FID gxpecled during FY 22E for a ngw 200ktpa kraft paper to meet the growing demand for
sustainable paper-based flexible packaging.
Various Fibre Packaging 50 TBC To e.nhance their coating capabwlit.ies and meet custgmers' grgwing demand for innovative,
17 sustainable paper-based packaging with the necessary barrier properties.
Various Fibre Packaging 65 TBC Investing in their consumer flexibles plants to cement their leading position in the fast growing pet

food packaging market.

Source: Chronux Research, Company data
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Balance sheet provides significant optionality following PCC disposal

Mondi successfully concluded the disposal of its Personal Care Components (PCC) business to Nitto Denki
Corporation on 1 July with an EV of EUR 615mn (implied EV/EBITDA of 15x). The disposal will simplify Mondi’s
portfolio and allow them to focus on their core packaging and paper businesses. ROIC will improve and further
debt reduction will pave the way for further organic expansion, potential M&A and special dividends.

The remaining portion of Engineered Materials (Functional Papers & Films) will merge into Flexible Packaging.
According to MNP, this should strengthen integration along the kraft paper value chain and foster innovation
to continue developing functional papers with the necessary barriers to meet increasing customer demand for
sustainable packaging. Below, we highlight the impact of the transfer on the Flexible Packaging segment.

Impact on MNP’s Flexible Packaging Segment

Flexible Packaging as reported (EURmn) FY 18A FY 19A FY20A Restated Flexible Packaging (EURmn) FY 18A FY 19A FY 20A %Ibps change FY 18A FY 19A FY 20A
Revenue 2708 2708 2667 Revenue 3237 3261 3141 Revenue 20% 20% 18%)
Underlying EBIT 301 389 362 Underlying EBIT 322 428 388 Underlying EBIT 7% 10% 7%
Underlying EBIT margin (%) 11.1% 14.4% 13.6% | |Underying EBIT margin (%) 9.9% 13.1% 12.4% Underlying EBIT margin (%) (119) (126) (122)
D&A 160 154 157 D&A 171 170 169 D&A 7% 10% 8%
EBITDA 461 543 519 EBITDA 493 598 557 EBITDA 7% 10% 7%
Underlying EBITDA margin (%) 17.0% 20.1% 19.5%| [|Underlying EBITDA margin (%) 15.2% 18.3% 17.7%| |Underlying EBITDA margin (%) (181) (173) (173)

Source: Chronux Research, Company data

Below, we highlight the net debt and net debt/EBITDA (x) outlook for Mondi, which incorporates the PCC
proceeds of EUR 615mn and earnings from Russia. Mondi is set to reach a net debt/EBITDA of c¢.0.4x by the
end of FY 22E. This will likely see Mondi reach the lowest gearing levels amongst European peers.

Mondi net debt vs. net debt/EBITDA (X) *Peer net debt/EBITDA (x)
2500 1 r 3.0 25
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Source: Chronux Research, Company data Source: Chronux Research, *Company data last reported
Post the the PCC disposal, Mondi indicated that they would follow their usual capital allocation
framework. Mondi has only once paid a special dividend (EUR 1/share) in 2018 (declared in 2017). Below,
we highlight the impact on our base case net debt (EUR 809mn) and net debt/EBITDA (0.4x) at the end of
FY 22E assuming a special dividend range of EUR 1-3/share. A special dividend of up to EUR 3/share would
still provide the balance with significant headroom, in our view.
Mondi DPS and dividend cover Impact on gearing
100 1~ r 3.0
90 41
80 4 l l r 2.5
70 4 F 2.0
60 Special DPS range (EUR/share) 100 150 200 250 3.00
50 1 r1s Yield based on Mondi's CMP 5% 8% 11% 14% 16%
40 1 L 1o Increase in net debt (EURmn) 485 728 970 1213 1455
30 1 ' FY 22E net debt adjusted 1294 1537 1779 2022 2264
20 1 L os FY 22E net debt/EBITDA (x) adjuste 0.6 0.7 0.8 0.9 1.0
10 A
o 4 L 0.0
FY O7A  FY 09A FY 11A FY 13A FY 15A FY 17A FY 19A FY 21A FY 23E
W DPS (EUr) Div. cover (x) (rhs)
Source: Chronux Research, Company data Source: Chronux Research, Company data
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Corrugated Packaging: 45% of FY 21A underlying EBITDA

Corrugated Packaging outlook (EURmMnN)

Corrugated Packaging outlook (EURmnN) H121A H2 21A H1 22E yly %lbps chg. h/h %/bps chg.
Segment revenue 1106 1404 1472 33% 5%
Underlying EBITDA 268 402 488 82% 21%
Depreciation and amortisation -65 -76 -71 9% -7%
Underlying operating profit 203 326 418 106% 28%
Capital expenditure cash payments 106 117 160 51% 37%
Underlying EBITDA margin (%) 24.2% 28.6% 33.2% 892 452
ROCE (%) 21.6% 30.6% 36.7% 1511 611
Average # of employees (k) 7 7.5 7.5 7% 0%
Production

Containerboard (ktpa) 1328 1396 1364 3% -2%
Corrugated solutions (mm2) 1008 1179 1200 19% 2%

Source: Chronux Research, Company data

Pricing environment has remained strong in Q2 22A. Kraftliner prices increased by 38% y/y and by 6% q/q
(H1 22A: +42% yly and +15% h/h). White-top kraftliner prices increased by 27% yly and by 6% q/q
(H1 22A: +25% yly and +12% h/h). Testliner prices increased by 43% yly and by 12% q/q

(H1 22A: +47% yly and +16% h/h). With these price moves, the kraftliner/testliner spread is currently
EUR 160/t (historical average: EUR 124/t).

Europe kraftliner price (EUR/t) Europe white-top kraftliner price (EUR/t)
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OCC cost inflation persisted in Q2 22A. OCC prices increased by 18% y/y and by 10% dq/q
(H1 22A: +29% vyly and +8% h/h). Despite this, the testliner/OCC spread remains at a record high

(> EUR 580/t). As a reminder, Mondi guides for c.1.5mtpa of OCC consumption. In H1 22A, this provides a
cost of headwind of c.EUR 33mn (FY 22E: EUR 60mn).

Europe testliner price (EUR/t) Europe OCC price (EUR/)
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Europe kraftliner/testliner spread (EUR/)

Europe testliner/OCC spread (EUR/)
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Mondi until recently (Q4 21A) has lagged both Smurfit Kappa and DS Smith in terms of quarterly
EBITDA progression. Following DS Smith’s FY 22A results (Download Report), they emphasized their bullish
outlook for FY 23E, despite considerable macro uncertainty. FY 23E has started well, with continued
momentum from 2022. DS Smith expects to deliver a further “substantial” improvement in performance. DS
Smith expects 2-4% corrugated growth (FY 22A: 3.5%), with the contribution from greenfield projects c.0.5-
1.0%. This implies organic growth in the range of 1-3%.

European Paper Packaging EBITDA progression

Mondi Q119A Q2 19A

Q3 19A

Q4 19A

Q120A

Q2 20A

Q3 20A

Q4 20A Ql21A Q221A Q321A Q421A Ql22A Q2 22E
Underlying EBITDA (EURmn) 471 423 383 381 385 353 306 309 353 356 388 406 574 548
y/y % chg. 16.3% -5.4% -17.8% -14.6% -18.3% -16.5% -20.1% -18.9% -8.3% 0.8% 26.8% 31.4% 62.6% 53.9%
q/q % chg. 5.6% -10.2% -9.5% -0.5% 1.0% -8.3% -13.3% 1.0% 14.2% 0.8% 9.0% 4.6% 41.4% -4.5%
Smurfit Kappa Group Q119A Q2 19A Q3 19A Q4 19A Q120A Q2 20A Q3 20A Q4 20A Q121A Q2 21A Q321A Q421A Q1l22A Q2 22A
EBITDA (EURmn) 424 423 410 393 380 355 390 385 386 395 454 467 514 660
y/y % chg. 24.7% 10.2% 1.0% -5.3% -10.4% -16.1% -4.9% -2.0% 1.6% 11.3% 16.4% 21.3% 33.2% 67.1%
q/q % chg. 2.2% -0.2% -3.1% -4.1% -3.3% -6.6% 9.9% -1.3% 0.3% 2.3% 14.9% 2.9% 10.1% 28.4%
DS Smith Q4 19A Q1 20A Q2 20A Q3 20A Q4 20A Ql21A Q2 21A Q3 21A Q4 21A Ql22A Q2 22A Q3 22E Q4 22E Q1 23E
EBITDA (GBP mn)* 161 249 249 229 229 193 193 211 211 246 246 207 207 bl
y/y % chg. 25.8% 0.0% 0.0% 42.2% 42.2% -22.7% -22.7% -8.1% -8.1% 27.8% 27.8% -1.7% -1.7% o
q/q % chg. 0.0% 54.7% 0.0% -8.0% 0.0% -15.9% 0.0% 9.4% 0.0% 16.9% 0.0% -15.9% 0.0% F*

Source: Chronux Research, Company data, *DS does not disclose quarterly EBITDA. We assume an equal split for each quarter.

Positive read-though from BillerudKorsnas’ recent Q2 22A results. Outlook for Q3 22E is optimistic
across key board grades with continued strong demand expected and price increases to offset cost inflation.

BillerudKorsnés — Board (As a % of Group: 39% of sales; 44% of EBITDA; 47% of volumes)

Product area Board Q2 21A Q1 22A Q2 22A yly % /bps chg. q/q % /bps chg._
Net sales 3642 4375 4410 21% 1%
Liquid packaging board 2 009 2218 2108 5% -5%
Cartonboard 984 775 1275 30% 65%
Containerboard 554 1296 954 72% -26%
Net operating expenses - 3086 - 3328 - 3402 10% 2%
EBITDA 556 1047 1008 81% -4%
EBITDA margin (%) 15.3% 23.9% 22.9% 759 - 107
EBIT 231 725 687 197% -5%
EBIT margin (%) 6.3% 16.6% 15.6% 924 - 99
Sales volumes (kt) 474 495 472 0% -5%
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Source: Chronux Research, Company data

Positive read-though from Smurfit Kappa’s Q2 22A results. Despite significant cost pressures, Q2 results
were strong. Revenue increased by 11% qg/q, while EBITDA was up 28%, with the EBITDA margin expanding
by 264bps g/q to 19.6%.

Corrugated volumes in Europe were up only 1% y/y. This has been impacted by weakness in the UK and
Germany, while volumes have been picking up in Italy, Spain and France. In the Americas, the region
continues to perform well with corrugated box growth of 8% y/y (5% organic).

Energy costs remain a headwind going into 2023 (current estimate EUR 250-300mn despite some hedging in
place — in 2022 hedging has saved c. EUR 450-500mn), with Russia having reduced the amount of natural
gas that it sends to Europe by closing down a turbine on the Nord Stream 1 pipeline. As a result, the ICE
Dutch TTF Gas futures price has now reached a high of EUR 205/MWH. We note that 11% of SKG’s
containerboard capacity operates only using gas at two of its mills in Germany. In the short term, SKG believes
high energy prices will drive downtime for testliner capacity in Europe (one of their key testliner suppliers has
already communicate as such), including themselves (30-50kt in Germany) during August, when box demand
is generally lower.

Looking forward, SKG is guiding for low single digit volume growth and believes box price still have further
upside in H2 and that there could be even more entering 2023 driven by higher energy costs.

Smurfit Kappa H1 22A results (EURmn)

Group (EURmn) H1 21A H2 21A H1 22A HY yly %lbps chg. HY h/h %/bps chg.
Revenue 4679 5428 6 385 36% 18%
Paper 663 878 1113 68% 27%
Packaging 4016 4550 5272 31% 16%
EBITDA 781 921 1174 50% 27%
EBITDA margin 16.7% 17.0% 18.4% 169 142
D&A 276 325 335 21% 3%
EBIT 477 596 839 76% 41%
EBIT margin 10.2% 11.0% 13.1% 295 216
Pre-exceptional Basic EPS 1.20 155 2.22 85% 44%
CapEx 175 518 349 99% -33%
CapEx/D&A 63% 159% 115% 5140 (4 458)
Net working capital (195) 646 1303 -768% 102%
Working capital as a % of sales 8.1% 9.7% 159 969
FCF 117 338 (28) -124% -108%
ROCE 14.8% 17.2% 19.3% 446 206
Net debt 2549 2885 3309 30% 15%
Net debt/EBITDA (x) 1.6 17 16 -1% -7%
DPS 0.29 0.96 0.32 8% -67%
Europe (EURmn) H1 21A H2 21A H1 22A HY yly %lbps chg. HY h/h %/bps chg.
Revenue 3649 4198 4939 35% 18%
Paper 577 751 978 69% 30%
Packaging 3072 3447 3961 29% 15%
EBITDA 591 711 926 57% 30%
EBITDA margin 16.2% 16.9% 18.7% 255 181
Americas (EURmn) H1 21A H2 21A H1 22A HY yly %lbps chg. HY h/h %/bps chg.
Revenue 1030 1230 1446 40% 18%
Paper 86 127 135 57% 6%
Packaging 944 1103 1311 39% 19%
EBITDA 211 230 271 28% 18%
EBITDA margin 20.5% 18.7% 18.7% (174) 4

Source: Chronux Research, Company data
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Positive read-though from SCA’s Q2 22A record results. SCA is Europe’s largest independent producer
of kraftliner, with a total capacity of 865ktpa. The Q2 22A Containerboard (24% of Group EBITDA) EBITDA
margin was up c.1,200bps y/y to 42.7%, this was however lower g/g due to the impact from planned
maintenance, which saw kraftliner deliveries down 5% y/y (-2% q/q) to 200kt. As with most peers, the results
were positively supported by higher kraftliner prices and strong demand. In terms of market dynamics, supply
disturbances drove an increase in inventory days, and European box demand has stabilized on a high level.
One of the highlights from the results was that the Obbola kraftliner expansion (from 450ktpa to 725ktpa)
remains on budget and is expected to be completed ahead of time (Q4 22E instead of Q1 23E).

SCA Containerboard segment (24% of Group EBITDA)

Containerboard (SEKm) Q2 21A Q1 22A Q2 22A Qyly %/bps clg. Q q/q %/bps chg.
Net sales 1340 1731 1772 32% 2%
EBITDA 411 782 756 84% -3%
EBITDA margin (%) 30.7% 45.2% 42.7% 1196 (251)
D&A 108 104 108 0% 1%
EBIT 303 678 648 114% -4%
EBIT margin (%) 22.6% 39.2% 36.6% 1397 (260)
ROCE 25.9% 70.8% 68.0% 4210 (280)
Deliveries kraftliner (kt) 210 205 200 -5% -2%

Source: Chronux Research, Company data

Robust outlook for Q3 22E. Following the sanctions of Russian and Belarus wood imports (effective July
2022), SCA now sees the market as more balanced with wood stocks low for customers. Despite testliner
prices starting to show signs of weakness, SCA sees a stable outlook for the kraftliner market supported by
good demand and normal stocks. OCC and energy prices will drive the direction of testliner prices and
accordingly kraftliner prices. SCA believes chemical prices have peaked.

Kraftliner price (EUR/t) vs. kraftliner deliveries (mt) European box demand index
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Kraftliner inventories (days of supply)

Obbola expansion on budget and ahead of time
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Positive read-though from Stora Enso’s Q2 22A, which saw the highest quarterly result since the early
2000s record results. The Packaging Materials segment (22% of Group EBITDA) benefitted from higher

containerboard prices and added containerboard capacity. Despite this, margins came under pressure due to
higher variable costs (both y/y and g/q), with the EBITDA margin of 21.7%. In Q2, global kraftliner demand
was slightly stronger yly, while it was stable g/q. European testliner demand was stable y/y, while demand
was slightly weaker g/g. In terms of the Packaging Solutions Segment, profitability was adversely impacted by

the divestment of three packaging plants in Russia as well as from investments in new businesses.
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Stora Enso Packaging Materials segment (22% of EBITDA) & Packaging Solutions (2% of EBITDA)

[Packaging Materials division (EURm) Q2 21A Q1 22A Q2 22A yly chg. g/q chg.
Sales 987 1132 1222 24% 8%
EBITDA 215 273 265 23% -3%
EBITDA margin 21.8% 24.1% 21.7% (10) (243)
EBIT 144 196 188 31% -4%
EBIT margin 14.6% 17.3% 15.4% 79 (193)
ROOC 18.4% 24.0% 22.2% 380 (180)
CF from ops 219 155 169 -23% 9%
CF after investing 141 74 103 -27% 39%
Deliveries (kt) 1188 1160 1193 0% 3%
Production (kt) 1168 1244 1204 3% -3%
[Packaging Solutions division (EURm) Q2 21A Q1 22A Q2 22A yly chg. g/q chg.
Sales 170 191 189 11% -1%
EBITDA 10 8 4 -60% -50%
EBITDA margin 5.9% 4.2% 2.1% (377) (207)
EBIT 2 1 -3 -250% -400%
EBIT margin 1.2% 0.5% -1.6% (276) (211)
ROOC 3.6% 1.3% -4.7% (830) (600)
CF from ops 6 6) 2) -133% -67%
CF after investing 2 a4) 9) -550% -36%
Corrugated packaging European deliveries (m2) 267 232 202 -24% -13%
Corrugated packaging European production (m2) 270 236 203 -25% -14%

Source: Chronux Research, Company data

Potential conversion to testliner: Stora Enso started a feasibility study at its paper production site in
Langerbrugge, Belgium, for the conversion of one of the two paper lines into a high-volume recycled
containerboard line. The study is expected to be finalised in H1 23E. On a positive investment decision, the
converted line could be in production during 2025. The total investment is estimated to be c.EUR 400mn.

Potential conversion to increase board capacity by 750ktpa: The feasibility study for the possible
conversion to a consumer board line of an idle paper machine at the Oulu site, Finland, which commenced
during Q1 22A, is ongoing. An investment decision could be made by the end of 2022, with start-up in 2025.
CapEXx is estimated to range between EUR 900-1,000mn.

Q3 22E outlook is encouraging. In terms of European corrugated packaging demand, demand is expected
to remain stable in Q3. However, as this business enters Q3, Stora sees demand for containerboard
normalising, specifically e-commerce, while industrial and agricultural are more stable.
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Fibre Packaging: 35% of FY 21A underlying EBITDA

Fibre Packaging outlook (EURmMnN)

Flexible Packaging outlook (EURmn) H121A H2 21A H1 22E yly %lbps chg. h/h %/bps chg.
Segment revenue 1385 1504 1652 19% 10%
Underlying EBITDA 271 255 371 37% 45%
Depreciation and amortisation 78 81 86 11% 7%
Underlying operating profit 193 174 284 47% 63%
Capital expenditure cash payments 93 83 125 34% 51%
Underlying EBITDA margin (%) 19.6% 17.0% 22.4% 287 548
ROCE (%) 14.5% 16.5% 26.2% 1170 1070
Average # of employees (k) 10.5 105 10.5 0% 0%
Production

Kraft paper (ktpa) 627 626 677 8% 8%
Paper bags (m units) 2971 2957 2971 0% 0%
Consumer flexibles (mm2) 1320 1309 1420 8% 8%

Source: Chronux Research, Company data

Pricing environment has remained strong in Q2 22A. Unbleached sack kraft prices increased by 38% yly
and by 6% q/q (H1 22A: +42% yly and +15% h/h). Bleached sack kraft prices increased by 27% y/y and by
6% q/q (H1 22A: +25% yly and +12% h/h).

Europe Unbleached Sack kraft price (EUR/t) Europe Bleached Sack kraft price (EUR/t)
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Positive read-though from Nordic Paper’s recent Q2 22A results. Their results saw record net sales and
EBITDA, with cost inflation more than offset by price increases.

Nordic Paper — Kraft Paper (As a % of Group: 54% of sales; 86 of EBITDA; 75% of volumes)

Segment Kraft Paper (SEKmn) Q2 21A Q4 21A Q1 22A Q2 22A y/y %/bps chg. q/q %/bps chg.
Net sales 455 469 575 624 37% 9%

EUR 45 46 56 58 30% 5%
EBITDA 123 136 225 223 81% -1%
EBITDA margin (%) 27.1% 29.0% 39.1% 35.8% 870 (330)
EBIT 111 120 212 209 88% -1%
EBIT margin (%) 24.4% 25.6% 36.8% 33.5% 910 (330)
D&A 12 16 13 14 17% 8%
Sales volumes (ktpa) 58 54 58 59 1% 1%
Average capacity utilisation (%) 111% 103% 111% 112% 1% 1%
Average realised kraft paper price 7 845 8 685 9914 10 667 36% 8%

EUR/t 774 849 959 999 29% 4%

Source: Chronux Research, Company data

We estimate that Nordic Paper’s kraft sales are ¢.52% of Mondi’s external kraft paper sales (using
FY 21A). In their Kraft Paper segment, there was continued strong demand, coupled with pricing up 30% yl/y.
This saw the EBITDA margin expand by 540 bps y/y to 35.8%.
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Their Q3 22E outlook is bullish, with the expectation of a continuation of strong market conditions and further
price increases. With Russian volumes exiting Europe, this was flagged in terms of tightening an already tight
market.

Positive read-though from BillerudKorsnas’ recent record Q2 22A results. Their results saw record net
sales and EBITDA, with cost inflation more than offset by price increases and organic growth of 17% in Europe
and 19% in North America.

BillerudKorsnas — Paper Segment (As a % of Group: 53% of sales; 60 of EBITDA; 53% of volumes)

Product area Paper Q2 21A Q1 22A Q222A yly % I/bps chg. glg % IbEs chg.
Net sales 2039 2219 6 094 199% 175%
Graphic Paper - - 2 823
Kraft and specialty paper 920 877 1477 61% 68%
Sack paper 630 827 902 43% 9%
Pulp 480 504 882 84% 75%
Net operating expenses - 1674 - 1517 - 4743 183% 213%
EBITDA 365 702 1351 270% 92%
EBITDA margin (%) 17.9% 31.6% 22.2% 427 - 947
EBIT 244 583 1055 332% 81%
EBIT margin (%) 12.0% 26.3% 17.3% 535 - 896
Sales volumes (kt) 245 219 523 113% 139%

Source: Chronux Research, Company data

In their Paper segment: Kraft and specialty paper revenue increased by 61% y/y and by 68% qg/q, while sack
paper also registered solid revenue growth of 43% y/y and 9% q/g. The EBITDA margin improved y/y, however,
came under pressure g/q to 22.2% assumingly on the back of the integration of the Verso business in North
America. The company highlighted that their market position in sack paper has strengthened because of
Russian paper export limitations. To date, the company has not seen increased competition from Russia sack
paper in markets outside of Europe.

Their Q3 22E outlook remains strong despite macro-economic uncertainty. However, the company did
caution around pulpwood costs in Europe as European wood market has been strongly impacted by the
Russian import ban. In terms of the sack kraft and related products, “if they could produce more they would”.
The company has strong visibility into the order the book for the next 4-5 months. Q3 will see prices increase
by 7% g/g. Further prices increase could be tougher to implement. Billerud also appears confident that their
product exposure can handle a recessionary environment coupled with their limited reliance on gas vs. peers.
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UWF: 18% of FY 21A underlying EBITDA

UWF outlook (EURmMnN)

Uncoated Fine Paper outlook (EURmn) H121A H2 21A H1 22E yly %l/bps chg. h/h %/bps chg.
Segment revenue 810 842 1016 25% 21%
Underlying EBITDA 149 121 241 62% 99%
Depreciation and amortisation -55 -55 -56 2% 2%
Underlying operating profit 94 66 185 97% 181%
Capital expenditure cash payments 67 72 50 -25% -31%
Underlying EBITDA margin (%) 18.4% 14.4% 23.7% 533 936
ROCE (%) 10.4% 13.4% 18.6% 820 520
Average # of employees (k) 6.2 6.2 6.2 0% 0%
Production

UWF (ktpa) 789 775 789 0% 2%
Newspint (ktpa) 95 69 95 0% 38%

Source: Chronux Research, Company data

Robust pricing environment persisted in Q2 22A. Newsprint prices increased by 86% y/y and by 18% qg/q
(H1 22A: +70% yly and +54% h/h). UWE prices increased by 45% y/y and by 15% qg/q (H1 22A: +36% y/y and
+27% h/h). Hardwood pulp prices increased by 40% y/y and by 14% qg/q (H1 22A: +49% y/y and +12% h/h).
Softwood pulp prices increased by 31% y/y and by 12% qg/q (H1 22A: +37% yly and +7% h/h).
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For non-integrated graphic paper producers, margins have been further impacted by rising pulp costs.
Hardwood pulp prices increased by 40% y/y and by 14% q/q (H1 22A: +49% y/ly and +12% h/h). Softwood
pulp prices increased by 31% y/y and by 12% qg/q (H1 22A: +37% yly and +7% h/h).
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UWF capacity reductions in 2022 have YTD been higher than the decline in apparent demand. In 2022,
UWF capacity in Europe has only seen one notable capacity reduction from Double A Paper’s Alizay mill In
France (April 2022 but to supply paper until June 2022). This compares to 590kt in 2021 (most notably 530kt
from Stora Enso’s Veitsiluoto). In Western Europe, the shipment to capacity ratio has averaged 93% YTD
(2021: 98%), with apparent demand dropping by 4.8% vs. a 5.7% capacity reduction. Over the same period,
deliveries have declined by 12.9% yly.

Navigator recently reported record Q2 22A results. Revenue +74% yly and +32% q/q; EBITDA +179% yly
and +83% g/g. This resulted in the EBITDA margin expanding to a staggering 34.3% in the quarter (+1,291bps
yly and +961bps g/q). In the period UWF sales volumes improved by 12% y/y and by 24% g/q to 407kt.
Navigator achieved the strongest order book ever of around 90 days (+82% higher than competitors in June).

Navigator Q2 22A Results (EURmnN): 70% of revenue from UWF

Details (EURmN) Q121A Q221A Q321A Q421A  Q122A  Q222A __ yly %/bps chg. q/q %/bps chg.
Total sales 340.8 373.9 404.9 476.2 492.2 649.9 74% 32%
EBITDA 70.6 79.9 95.5 108.7 121.6 223.0 179% 83%
EBITDA margin (%) 20.7% 21.4% 23.6% 22.8% 24.7% 34.3% 1291 961
EBIT 40.1 50.6 66.1 72.8 89.4 183.6 263% 105%
EBIT margin (%) 11.8% 13.5% 16.3% 15.3% 18.2% 28.3% 1472 1009
D&A 30.5 29.3 29.4 35.9 32.2 394 34% 22%
Adjusted FCF 56.4 65.1 79.3 52.1 77.0 97.3 49% 26%
CapEx 20.1 12.7 19.0 28.3 14.7 19.6 54% 33%
Net debt 623.6 658.1 569.9 594.8 517.9 520.6 -21% 1%
ROCE 9.5% 12.1% 12.1% 17.4% 22.1% 43.2% 3110 2110
Net debt/EBITDA (x) 2.3 2.2 1.9 1.7 1.3 1.0 -57% -26%
Output (kt) Q121A Q221A Q321A Q421A Q1 22A Q2 22A yly %/bps chg. q/q %/bps chg.
BEKP 337.1 380.2 356.2 386.5 378.2 390.5 3% 3%
UWF 348.3 394.6 390.5 400.7 366.0 447.7 13% 22%
Tissue reels 29.4 28.6 25.2 27.9 30 27.4 -4% -9%
Energy 479.2 502.8 469.4 510.7 494.0 406.0 -19% -18%
Sales (kt) Q121A Q221A Q321A Q421A Q122A Q222A yly %l/bps chg. q/q %/bps chg.
BEKP 79 73 55 86 78 72 -1% -8%
UWF 335 365 380 394 327 407 12% 24%
Tissues 27 25 26 28 26 25 0% 4%

Source: Chronux Research, Company data

In Europe, apparent consumption of UWF decreased by 5.8% in H1. This was due to lack of supply to
meet demand. Lower UWF availability has been driven by significant capacity exits across Europe (-12% yly)
together with the strike in Northern Europe and lower imported volumes due to logistic constraints.

Navigator provided an upbeat outlook despite significant uncertainties. H2 has started with historically
high prices and European industry’s order books at high levels due to paper scarcity.

Mondi UWF peer comparison

Mondi UFP segment (EURmnN): Mainly UWF

FY 13A FY 14A FY 15A FY 16 A FY 17A FY 18A FY 19A FY 20A FY 21A
Segmentrevenue 1335 1240 1233 1720 1832 1877 1758 1485 1652
Internal revenue 6 6 6 37 48 48 45 40 33
External revenue 1329 1234 1227 1683 1784 1829 1713 1445 1619
Underlying EBITDA 266 238 291 481 449 516 444 266 270
Underlying EBITDA margin (%) 19.9% 19.2% 23.6% 28.0% 24.5% 27.5% 25.3% 17.9% 16.3%
ROCE (%) 16.0% 16.1% 25.6% 32.3% 27.8% 31.9% 29.7% 14.8% 11.9%
UWEF production (kt) 1381 1361 1379 1408 1644 1649 1526 1422 1564
Navigator Groug !EURmn): 70% of revenue from UWF FY 13A FY 14A FY 15A FY 16 A FY 17A FY 18A FY 19A FY 20A FY 21A
Total sales 1531 1542 1628 1577 1637 1692 1688 1385 1596
EBITDA 351 328 390 397 404 455 372 286 355
EBITDA margin (%) 22.9% 21.3% 24.0% 25.2% 24.7% 26.9% 22.0% 20.6% 22.2%
EBIT 233.7 218.3 282.9 230.4 255 303.2 233.6 140.4 229.6
EBIT margin (%) 15.3% 14.2% 17.4% 14.6% 15.6% 17.9% 13.8% 10.1% 14.4%
D&A 116.8 110.1 107.1 167 148.8 152 1385 145.1 125.1
CapEx 16.9 50.3 148.5 138.6 114.7 216.5 158 80.6 1045
Net debt 307 274 655 641 693 683 715 680 595
ROCE (%) 12.9% 12.4% 15.7% 12.3% 13.6% 16.2% 12.9% 8.1% 13.7%
UWF production (kt) 1519 1559 1555 1587 1578 1513 1447 1295 1534
Mondi's UFP segment vs. Navigator Group FY 13A FY 14A FY 15A FY 16A FY 17A FY 18A FY 19A FY 20A FY 21A
Navigator revenue as a % of Mondi 115% 124% 132% 92% 89% 90% 96% 93% 97%
Navigator EBITDA as a % of Mondi 132% 138% 134% 83% 90% 88% 84% 107% 131%
Navigator EBITDA margin less Mondi (bps) 297 210 35 277) 16 (58) (321) 269 588
Navigator ROCE less Mondi (bps) (310) (370) (990) (2 000) (1420) (1570) (1675) (673) 180

Navigator UWF production as a % of Mondi 110% 115% 113% 113% 96% 92% 95% 91% 98%

Source: Chronux Research, Company data
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Mondi — OVERWEIGHT, TP R 355/share

All segments should have a stronger year. Balance sheet to strengthen further, provides opportunity for further
special dividends, assuming no major M&A. Mondi continues to generate economic profits. Our bullish outlook
for containerboard, sack kraft and a continued UWF recovery drives a 1-YR rolled EV/EBITDA of 5.6x vs. the
5-YR average of 7.3x. Excluding EBITDA generated from Russia, this implies a 1-YR rolled EV/EBITDA

of 7.1x.

Mondi SoTP EV/EBITDA (x) valuation excluding Russia and adjusted for PCC disposal

Segmental EBITDA (EUR mn)

Y1 rolled EBITDA EV/EBITDA (x) EV by segment

Corrugated Packaging
Flexible Packaging
Engineered Materials
Uncoated Fine Paper
Corporate

Group

H1 22E net debt adjusted for PCC disposal

Equity value
WANOS (m)
TP

EUR

GBP

ZAR

One year expected return (GBP)
Capital

Dividend yield

Total return

One year expected return (ZAR)
Capital

Dividend yield

Total return

686 7.3 5004
725 7.3 5295
65 6.0 391
115 7.7 887
-32 7.3 -234
1559 7.3 11 343
-1177

10 166

485

20.96
17.53
354.67

13%
5%
18%

13%
5%
18%

Source: Chronux Research, Company data

Mondi underlying EPS outlook (EUR/share)

Mondi EBITDA outlook (EURmMnN)

255

FY 22E FY 23E FY 24E

B Chronux Research Consensus

Source: Chronux Research, Bloomberg

500 4

2161

1884 1855 1873
1702

1802

Source:

FY 22E FY 23E FY 24E

m Chronux Resear ch Consensus

Chronux Research, Bloomberg
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Mondi EV/EBITDA (x) Navigator EV/EBITDA (x)
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5

01/08/2017 01/08/2018 01/08/2019 01/08/2020 01/08/2021 01/08/2017 01/08/2018 01/08/2019  01/08/2020 01/08/2021
m— Actual 5-YR average — Actual 5-YR average
Source: Chronux Research, Bloomberg Source: Chronux Research, Bloomberg
DS Smith EV/EBITDA (x) Smurfit Kappa EV/EBITDA (x)
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01/08/2017 01/08/2018 01/08/2019 01/08/2020 01/08/2021 01/08/2017 01/08/2018 01/08/2019 01/08/2020 01/08/2021
e Actual 5-YR average e Actual 5-YR average
Source: Chronux Research, Bloomberg Source: Chronux Research, Bloomberg

Historical average forward EV/EBITDA multiples

Company Current 1-YR 3-YR 5-YR 10-YR Premium/(discount to 5-yr av.)
DS Smith 5.5 6.7 6.9 7.4 7.5 -25%
IP 6.2 6.6 7.1 7.1 6.8 -13%
Mondi 5.7 6.7 7.3 7.3 7.2 -22%
Navigator 7.7 7.6 7.6 7.7 7.6 0%
PCA 7.4 8.2 8.9 8.6 8.0 -13%
Sappi 3.0 3.8 4.4 5.0 5.2 -39%
Smurfit Kappa 6.3 7.1 7.2 6.9 6.3 -9%
Stora Enso 6.2 7.3 8.2 7.7 7.3 -20%
UPM 8.2 9.7 9.8 8.9 8.0 -8%
WestRock 4.7 5.2 5.8 6.1 -23%

Source: Chronux Research, Bloomberg

Peer EBITDA margin (%) Peer ROCE (%)

Company Last FY Last quarter Absolute % change Company Last FY Last quarter Absolute % change

Sappi 10% 18% 8% Sappi 5% 26% 20%
Nordic P 12% 2% 10% Nordic P 8% 2% 19%
DS Smith 13% 15% 2% DS Smith 9% 12% 3%
Billerud 16% 20% 4% Billerud 9% 15% 6%
Smurfit 17% 20% 3% Smurfit 12% 19% 7%
Urm 19% 20% 1% UPM 12% 10% 2%
Mondi 20% 19% 0% Mondi 14% 19% 5%
Stora Enso 22% 22% 0% Stora Enso 16% 15% -1%
Navigator 22% 34% 12% Navigator 16% 43% 27%
SCA 48% 53% 5% SCA 17% 12% -5%

Source: Chronux Research, Company data Source: Chronux Research, Company data
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Financial statements

Mondi financial statements (EURmMn)

Condensed combined and consolidated income statement FY 21A FY 22E FY 23E FY 24E
Revenue 7723 9 002 8 352 8 341
Underlying EBITDA 1503 2161 1855 1873
EBITDA margin (%) 19.5% 24.0% 22.2% 22.5%
Depreciation, amortisation and impairments -439 -453 -453 -445
Underyling EBIT 1064 1707 1402 1427
EBIT margin (%) 13.8% 19.0% 16.8% 17.1%
Net finance expense -94 -84 -48 -32
Tax -210 -357 -298 -307
Effective tax rate (%) 21.7% 22.0% 22.0% 22.0%
Underlying profit for the period 764 1266 1 056 1088
Basic underlying EPS (EUR/share) 1.54 2.55 2.13 2.19
DPS (EUR/share) 0.65 1.02 0.85 0.88
Dividend cover (x) 2.4 2.5 2.5 2.5
Condensed combined and consolidated statement of financial position FY 21A FY 22E FY 23E FY 24E
Property, plant and equipment 4870 4 505 4978 5155
Goodwill 926 926 926 926
Intangible assets 76 76 76 76
Forestry assets 348 348 348 348
Other non-current assets 120 120 120 120
Total non-current assets 6 340 5975 6 448 6 625
Inventories 1099 1301 1178 1160
Trade and other receivables 1333 1551 1387 1406
Cash and cash equivalents 473 1409 1641 2150
Other current assets 16 16 16 16
Total current assets 2921 4277 4 222 4731
Total assets 9 261 10 252 10 671 11 357
Short-term borrowings 124 124 124 124
Trade and other payables 1444 1700 1540 1516
Other current liabilities 167 167 167 167
Total current liabilities 1735 1991 1831 1807
Medium and long-term borrowings 2104 2094 2094 2094
Net retirement benefits liability 197 197 197 197
Deferred tax liabilities 283 283 283 283
Other non-current liabilities 53 221 55 115
Total non-current liabilities 2637 2795 2629 2689
Total liabilities 4372 4786 4459 4 496
Equity
Total attributable to shareholders 4 498 5 387 6114 6 793
Non-controlling interests in equity 391 398 404 410
Total equity 4 889 5785 6 518 7 203
Net debt 1763 809 577 68
Net debt/EBITDA (x) 1.2 0.4 0.3 0.0
Working capital as a % of revenue (%) 12.8% 12.8% 12.3% 12.6%
Condensed combined and consolidated statement of cash flows FY 21A FY 22E FY 23E FY 24E
Profit before tax 983 1624 1353 1395
Depreciation and amortisation 439 453 453 445
Net finance costs before special item 94 84 48 32
Movement in working capital -205 -164 126 -24
Other 28 -119 171 21
Cash generated from operations 1 339 1878 2152 1870
Dividends received from equity accounted investees 1 - - -
Income tax paid -190 -357 -298 -307
Net cash generated from operating activities 1150 1521 1855 1563
Cash flows from investing activities
Investmentin property, plant and equipment -573 -703 -927 -623
Investment in intangible assets -17 - - -
Investment in forestry assets -45 -45 -45 -45
Other -35 615 = =
Net cash used in investing activities -670 -133 -972 -668
Cash flows from financing activities
Net proceeds/(repayment) 55 - - -
Interest paid -78 -84 -48 -32
Dividends paid to shareholders -298 -327 -579 -331
Other -51 -23 -23 -23
Net cash generated/(used) in financing activities -372 -434 -651 -387
Net (decrease)/increase in cash and cash equivalents 108 954 232 509

Source: Chronux Research, Company data
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Segmental outlook summary

Mondi segmental outlook summary (EURmn)

Segmental outlook (EURmMnN) FY 21A FY 22E FY 23E FY 24E
Revenue

Corrugated Packaging 2510 3023 2790 2852
Flexible Packaging 2889 3134 3087 3 046
Engineered Materials 876 959 896 878
Uncoated Fine Paper 1652 2120 1797 1782
Corporate - - - -
Intersegment elimination -204 -233 -219 -217
Total 7723 9002 8 352 8 341

Underlying EBITDA

Corrugated Packaging 670 933 749 838
Flexible Packaging 526 630 792 737
Engineered Materials 71 68 63 64
Uncoated Fine Paper 270 562 283 266
Corporate -34 -32 -32 -32
Discontinued and disposed operations -4

Total 1499 2161 1855 1873

Underlying EBITDA margin (%)

Corrugated Packaging 26.7% 30.9% 26.8% 29.4%
Flexible Packaging 18.2% 20.1% 25.7% 24.2%
Engineered Materials 8.1% 7.1% 7.1% 7.3%
Uncoated Fine Paper 16.3% 26.5% 15.7% 14.9%
Total 19.4% 24.0% 22.2% 22.5%

Depreciation, amortisation and impairments

Corrugated Packaging 141 142 142 142
Flexible Packaging 159 173 173 173
Engineered Materials 28 29 29 29
Uncoated Fine Paper 110 110 110 102
Corporate 1 - - -

Intersegment elimination - - - -

Total 439 453 453 445

Underlying EBIT

Corrugated Packaging 529 791 607 697
Flexible Packaging 367 457 619 564
Engineered Materials 43 39 35 36
Uncoated Fine Paper 160 452 173 163
Corporate -35 -32 -32 -32
Discontinued and disposed operations - - - -

Total 1064 1707 1402 1427

Underlying EBIT margin (%)

Corrugated Packaging 21.1% 26.2% 21.8% 24.4%
Flexible Packaging 12.7% 14.6% 20.1% 18.5%
Engineered Materials 4.9% 4.1% 3.9% 4.0%
Uncoated Fine Paper 9.7% 21.3% 9.6% 9.2%
Total 13.8% 19.0% 16.8% 17.1%

Return on capital employed (%)

Corrugated Packaging 26.1% 39.1% 30.0% 34.4%
Flexible Packaging 15.0% 25.3% 35.2% 31.8%
Engineered Materials 7.4% 9.5% 9.2% 9.8%
Uncoated Fine Paper 11.9% 33.5% 12.8% 12.1%
Total 16.9% 26.9% 22.1% 22.5%

Capital expenditure cash payments

Corrugated Packaging 223 320 400 280
Flexible Packaging 176 250 400 216
Engineered Materials 33 34 27 27
Uncoated Fine Paper 139 99 100 100
Total 573 703 927 623

Capital expenditure/Depreciation and amortisation (%)

Corrugated Packaging 158% 226% 283% 198%
Flexible Packaging 111% 145% 231% 125%
Engineered Materials 118% 119% 93% 93%
Uncoated Fine Paper 126% 90% 91% 98%
Total 131% 155% 204% 140%

Source: Chronux Research, Company data
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Segmental outlook

Mondi outlook by segment (EURmn)

Corrugated Packaging outlook (EURmMn) FY 21A FY 22E FY 23E FY 24E
Segmentrevenue 2510 3023 2790 2852
Underlying EBITDA 670 933 749 838
Depreciation and amortisation -141 -142 -142 -142
Underlying operating profit 529 791 607 697
Capital expenditure cash payments 223 320 400 280
Underlying EBITDA margin (%) 26.7% 30.9% 26.8% 29.4%
ROCE (%) 26.1% 39.1% 30.0% 34.4%
Average # of employees (k) 75 75 75 75
Production

Containerboard (ktpa) 2724 2 766 2 803 2 863
Corrugated solutions (mm2) 2187 2413 2 462 2511
Flexible Packaging outlook (EURmnN) FY 21A FY 22E FY 23E FY 24E
Segmentrevenue 2889 3134 3087 3046
Underlying EBITDA 526 630 792 737
Depreciation and amortisation 159 173 173 173
Underlying operating profit 367 457 619 564
Capital expenditure cash payments 176 250 400 216
Underlying EBITDA margin (%) 18.2% 20.1% 25.7% 24.2%
ROCE (%) 15.0% 25.3% 35.2% 31.8%
Average # of employees (k) 105 10.5 10.5 10.5
Production

Kraft paper (ktpa) 1253 1253 1253 1253
Paper bags (m units) 5928 5928 5928 5928
Consumer flexibles (mm2) 2629 2 629 2629 2629
Engineered materials outlook (EURmnN) FY 21A FY 22E FY 23E FY 24E
Segmentrevenue 876 959 896 878
Underlying EBITDA 71 68 63 64
Depreciation and amortisation 28 29 29 29
Underlying operating profit 43 39 35 36
Capital expenditure cash payments 33 34 27 27
Underlying EBITDA margin (%) 8.1% 7.1% 7.1% 7.3%
ROCE (%) 7.4% 9.5% 9.2% 9.8%
Average # of employees (k) 2.1 2.1 2.1 2.1
Production

Engineered materials (mn m2) 4 844 4 844 4 844 4 844
Uncoated Fine Paper outlook (EURmn) FY 21A FY 22E FY 23E FY 24E
Segmentrevenue 1652 2120 1797 1782
Underlying EBITDA 270 562 283 266
Depreciation and amortisation -110 -110 -110 -102
Underlying operating profit 160 452 173 163
Capital expenditure cash payments 139 99 100 100
Underlying EBITDA margin (%) 16.3% 26.5% 156.7% 14.9%
ROCE (%) 11.9% 33.5% 12.8% 12.1%
Average # of employees (k) 6.2 6.2 6.2 6.2
Production

UWEF (ktpa) 1564 1564 1564 1564
Newspint (ktpa) 164 171 171 171

Source: Chronux Research, Company data
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Appendix 1: Mondi integrated value chain

2021 integrated value chain

oy ———— @

Mondi managed forests Internally procured wood' Pulp
Annual allowable cut 3.7 million m3 4.4 mt
9 million m® Externally procured wood
13.6 million m*
T T @
per for Containerboard i ’
recycling 2.7 mt ox plants
14 mt
e
Kraft paper
13mt |_‘
Resin, films and Converting plants >
other raw materials
1. Due to commercial, logistic and sustainabi derations, the sctual wood procured from our
managed forests was ower tha allowable cut
2 1o the 1,6 mt of uncoated fine paper, the Group also produced 0.2 mt of news;

nd packaging paper nel exposure

Source: Chronux Research, Company data

Uncoated fine paper?
1.6 mt

Pulp?®
0.2mt

Containerboard®
1.5 mt

Corrugated solutions
22bnm?

Kraft paper®
0.4 mt

Paper bags

5.9 bn bags
Consumer flexibles
2.6 bn m?

Engineered materials
4.8 bn m?

Uncoated fine paper
1.6 mt

emondl

Integrated value chain (2010-21)

Integrated valus chain FY 104 FY 1A FY 128 Frisa FY 148 FYisa FY 18R FYTA FY 18A
Wood

Mandi managed forests (milion m3) 83 80 80 9.0 8.0 80 80 80 80
Intemaly procurad wood (milion m3) b 44 53 48 51 43 as 4.0 40 40
Exiemaly procured wood (milion m3) "y 0.7 "2 109 "nr 122 13.0 130 140
Total wood consumption {millon m3) 150 16.0 16.0 16.0 16.0 180 170 170 180
Paper for recycling (mt) purchased 13 13 13 13 13 13 13 13 13
Pulp

Production s ar 38 38 40 40 4.2 43 43
Consumad ntemaly 15 16 27 37 19 18 4.0 4 4
Net long exposure . or o1 o1 or 0z 0.2 02 02
Virgin containerboard

Production K} 1.2 13 17 7 (5] 18 . 20
Consumad intamaly 02 0z 02 03 03 03 02 03 03
Net extemal sales 0y 1.0 1 14 14 1.4 1.4 14 17
Recyclod containerboard

Production 18 11 11 07 or 0z 0.8 08 08
Consumad intamally 08 05 0.5 05 05 as 0.5 06 06
Net expasurs o7 0 0.6 0.2 02 0z o1 - o1
Total containerboard

Production 26 23 24 24 24 24 22 23 25
Consumad intemalty 1.0 07 07 08 08 08 07 09 09
Nel exposure 16 16 L7 1.6 1.6 .6 15 14 16
Corrugated solutions (million m2) h 1308 1213 1213 1344 1343 1350 1448 1650 1635
Kraft paper

Production 10 10 1.0 1.0 1.1 1.2 1.2 12 1.1
Consumed intamaly or or 0.8 0.8 or 07 08 08 08
Net long exposure 0.3 03 0.4 04 04 as 0.4 04 03
Paper bags (bn): From internal kaft paper 19 a0 38 a0 aa a8 a8 50 53
uFP 3

Production . 16 17 17 17 16 17 16 16
Consumad intamaily - - - - - - -
Net long exposure 18 16 17 17 17 16 17 16 16
Newsprint

Production 02 0z 02 02 02 0z 0.2 03 0z
Consumed nlemaly . - - . - - - .
Net long exposure 02 0z 02 02 02 0z 02 03 02
Consumer Flexibles (sa m2): From intarnal kraft paper 06 07 (%] 27
Engineered materlals (bn m2) 58

Source: Chronux Research, Company data

FY 194 FY 208 FYz1a

a0 9.0 9.0
a0 40 a7
140 140 136
18.0 180 173
13 13 14
a4 45 44
az 40 a2
oz 0.8 o2
20 20 20
03 03 03
7 .7 7
05 05 [%4
13 08 [X]
o1 0.1 0.2
25 25 27
09 09 12
16 16 1.5
1853 1m 2187
12 11 13
o8 0.8 0.8
04 03 04
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Disclaimer:

This report is not investment, financial, accounting or tax advice and is provided for information purposes only. In preparing this report we did not
take your specific needs and investment objectives into account. Any prices or quotations provided are indicative only and may not be used or relied
on for any purposes, including valuation purposes. Opinions expressed in this communication may change without any notice. This communication
is not a solicitation to buy or sell any product. To the extent permitted by the law, Chronux Research Pty. Ltd. and/or the author(s) accept no
responsibility or liability (in negligence or otherwise) for loss or damage resulting from the use of or relating to any error in the information provided.
This information has been prepared in good faith and is based on information obtained from third party sources. Any modelling, scenario analysis
past or simulated past performance (including back-testing) contained in this information is no indication of future performance. This product may
not be eligible for distribution in all jurisdictions and is directed at institutional investors who have professional experience as defined by the
applicable law and/or regulation in the relevant jurisdiction. It is not for retail investors and may not be distributed into any jurisdiction where the
information is not permitted. This communication is for the intended recipient only and if you have received this communication in error or in an
unlawful manner the report must be destroyed, and the author notified immediately. These disclaimers and exclusions shall be governed and
construed in accordance with South African law. If any provisions of these disclaimers and exclusions shall be unlawful, void or for any reason
unenforceable then that provision shall be deemed severable and shall not affect the validity and enforceability of the remaining provisions. ©
Chronux Research Pty. Ltd. All rights of Chronux Research Pty. Ltd are reserved.
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