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The crux of the matter

Forestry & Paper

Navigator: UWF, Pulp & Tissue insights

Key message: UWF paper showed continued signs of a rebound and
Navigator expects the structural increase in producers' cost base to sustain
paper price levels in Europe at higher levels. New pulp supply to largely
impact pulp prices in 2025 and H1 saw a reduction in the dependency on
the paper bag segment, with a tilt towards flexible packaging.

Strong second quarter performance with EBITDA improving by+35% YoY &
+24% QoQ, while revenue softened by -1% QoQ: The EBITDA margin expanded to
31.3%, the highest margin since Q2 22A. Net debt increased by +36% YoY & +38%
QoQ impacted by acquisition of Accrol (€153mn) driving net debt/EBITDA to 1.2x.
Uncoated woodfree paper showed continued signs of a rebound (UWF 65% of
revenue): Sales volumes improved by +23% YoY; however, fell by -10% QoQ.
Encouragingly, sales prices improved by +9% QoQ. Implementation of the last
announced price increase (started in July) is expected to be concluded during Q3.
Capacity utilisation rates in the European industry averaged 87% in H1, while
Navigator operated at 92%.

Global paper demand performed positively (+1.3%) through May y-t-d, driven
essentially by restocking along the distribution chain, especially in Europe: UWF
was the strongest (+1.6%), followed by CWF (+0.6%). Apparent demand for UWF in
Europe grew by +14.8% YoY in H1. Within the UWF segment, the folio segment was

the top performer (+20.6%), followed by cut size office paper (+14.8%) and reels
(+10.1%). Navigator continues to increase in market share in Europe. In contrast, UWF
demand in the US declined by -2.6% YoY through to May. Despite this, Navigator's
sales in the US grew again, as did its market share. Meanwhile, apparent UWF
consumption in China recorded an impressive +7.1% growth (CAGR 2019-2023: +2.9%).

Pulp demand has been strong (although recent softness in China), and stocks are
still below their historical averages: In May, stocks at European ports stood at
1.3Mt, below the historic 5-yr average (1.5Mt). In China, pulp stocks stood at 1.7Mt in
June 2024, also below the historical 5-yr average (1.8Mt).

Packaging demand levels have pointed to a recovery and a return to normal:
After a promising Q1, Q2 confirmed the recovery, with robust and consistent demand.
H1 saw a reduction in the dependency on the paper bag segment, with the tilt
towards flexible packaging segments. This helped drive European deliveries of Kraft
MF papers (white and brown) reported by CEPIl up +25% YoY.

Demand for tissue paper remained buoyant, with growth of +3.5% since the
start of the year in Western Europe: Positive effects have been felt from the
recovery of household spending power (namely by lower inflation), accompanied by
growth in region's tourism sector, boosting the away-from-home segment.

Third quarter outlook: Pulp demand is expected to slow and supply to increase,
placing downwards pressure on prices. The effect of new capacity coming online in
Latin America (+2.6Mt/yr) will be felt in 2025. Navigator expects the seasonal
slowdown to impact UWF paper order books more sharply than in previous years.
Strong pressure is expected to remain on costs, which are anticipated to stabilise at a
level well above that existing before the pandemic. There is still scope for further
capacity reductions (Q1 closures: Europe -200Kt; US: -170Kt and a further -280Kt in
Germany by year-end) due to continued high level of variable costs and Navigator
expects the structural increase in producers' cost base, to sustain paper price levels in
Europe at levels above pre-pandemic ones. Tissue paper demand continues to rise and
growth of +3.2% is estimated for Europe in 2024 (Numera).
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Navigator Q2 24A Snapshot

Key financial metrics {Emn) Q2 23A Q1 24A Q2 24A YoY Qo
Total sales 478 536 529 11% -1%
Paper 287 349 344 20% -1%
Tissue 86 74 74 -14% -1%
Pulp 62 64 63 2% -1%
Energy 38 32 32 -17% -1%
Packaging 5 16 16 232% -1%
EBITDA 122 133 165 35% 24%
EBITDA margin (%) 25,6% 24,9% 21,3% " 570 42
EBIT ad 98 128 45% 31%
Met earnings 66 64 95 44% 48%
Free Cash Flow (21) 46 (T1}' -436% -253%
Capex [l 41 52 -26% 29%
Met debt 573 444 665 16% 50%
Net debt/EBITDA (x) 0.9 0,9 1.2 36% 38%
Source: Chronux Research, Company data
Global P&W demand through May y-t-d Global pulp demand through May y-t-d
YoY YtD May 28 Mt —
276 Kt :
China Europe
32 Kt
| 1] I
+ 1.3% +1.6% +0.6% +0.3% +1.8% +3.7% +11.2% 13.6% +17.8% +16.8%
Source: Chronux Research, PPPC Source: Chronux Research, PPPC
H1 24A Tissue sales
TYPE SEGMENT? GEOGRAPHY?

Finished Goods Reels

At Home
95% (vs.90%) (

5% (vs.10%) 81% (vs.72%)
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Source: Chronux Research, Company data

Away from Home Spain
19% (vs.28%) 35% (vs.42%)

United Kingdom
20% (vs.4%)

France
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Mondi vs. Navigator comparison

Mondi UFP segment (Emn): Mainly UWF FY 21A FY 22A H1 23A H2 23A FY 23A H1 24A
Segment revenue 1194 1613 690 602 1292

Internal revenue 59 02 26 26 52

External revenue 1135 1561 6654 576 1240

Underlying EBITDA 55 427 168 121 289

Underlying EBITDA margin (%) 4.6% 26.5% 24.3% 20.1% 22.4%

UWTF production (kt) 1068 913 410 358 768

Navigator Group (€Emn): Most revenue from UWF FY 21A FY 22A H1 23A H2 23A FY 23A H1 24A
Tatal sales 1596 2465 979 974 1953 1066
EBITDA 355 736 253 249 a02 299
EBITDA margin (%) 22 2% 29.9% 25.8% 25.5% 25.7% 28.0%
UWTF production (kt) 1534 1532 533 599 1132 673
Mondi's UFP segment vs. Navigator Group FY 21A FY 22A H1 23A H2 23A FY 23A H1 24A
Navigator revenue as a % of Mondi 134% 153% 142% 162% 151%

Navigator EBITDA as a % of Mondi 645% 172% 151% 205% 174%

Navigator EBITDA margin less Mondi (bps) 1762 341 148 542 3

Navigator UWF production as a % of Mondi 144% 168% 130% 167% 147%

Source: Chronux Research, Company data
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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. Analysts at Chronux Research might have direct exposure
to companies they cover. 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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