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Agenda

� SKG at a glance

� Resilient operating performance in a challenging environment

� Continued strong cash flow management

� Enhancing financial flexibility
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SKG at a glance

� World leader in Corrugated

� Operating in a Growth industry

� Efficient integrated system

� Unique pan-European offer

� Superior business in Latin America

Containerboard demand growth
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Positioned for performance

Sharpened business 
focus
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Enhancing financial 
flexibility

� Sharpened business and product focus   

� €1 billion of divestments and €0.5 billion of acquisitions

� Simplified corporate structure 

� Merger created European market leader

� Ongoing asset base rationalisation

� Synergy momentum

� Superior operating margins

� Maximise free cash flow 

� Net debt reduction

� Financial flexibility

Time

2002-05

2005-07

2007-09

Created a focused 
market leader



Resilient operating performance in a 
challenging environment
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Industry leading EBITDA margins
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Industry leading EBITDA margins

� Integrated model

� Corrugated pricing focus

� Lower cost containerboard capacity

� Superior Latin American margins

� Relentless focus on cost reduction

Deepening cost reduction efforts

-> €250m
Total

2008-2010

TBC€130mFY 2009

€30m€30mQ1 2009

-€72mFY 2008

Curtailment 
discretionary 

costs

Formal cost 
take-out 

programme
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Industry challenges

� Testliner pricing now below 2005 trough

� Increasing industry actions…

� Unprecedented downtime across the Industry

� 10 closures announced = 6% of Euro capacity

� SKG | Continued responsible leader

� Reduced output by c. 8% in FY 2008

� Temporary closure of Nanterre in Q2/Q3 09

� … but new capacity starting in H2 2009

� VPK & SAICA machines pulled back

Testliner capacity closures 2009

Source: RISI, pernanent closures or indefinately idled
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How will the expected capacity overhang be solved?

� Positive macro factors 

� Accelerated downtime

� Further high cost capacity closures

� Financial difficulties for high cost or non-
integrated producers

� SKG downstream integration a key 
advantage in a challenging market

Testliner capacity breakdown

21.4mTTotal Europe capacity

80# machines

2.9mTNon-integrated < 100kT

7.2mTMachines < 100kT

Most vulnerable

Source : company



Continued strong cash flow management
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Proven ability to generate cash flow through the industry cycle
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Significant & continued net debt reduction
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Well structured debt package

� Low cost of financing

� Average interest cost = 5.1%

� Strong available liquidity

� Cash ~ €710 million

� Unused credit lines ~ €600 million

� Ongoing actions to maximise cash 
generation through the downturn
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No material near-term debt maturities

Source : company
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Ongoing actions to maximise cash generation through the downturn

� Reducing capital expenditure towards 60% of depreciation in 2009

� Suspended dividend payments

� Re-purchased €43 million of bank debt in 2009

� Increased cost take-out objective to in excess of €180m for 2009/10

� Curtailment of all discretionary costs in 2009

� Further benefits from deflation, esp. for energy & wood
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Senior Facility Amendment | Rationale

� Resilient operating performance in Q1-09:
� Industry leading margins

� Strong cash flow management

� Effective capital management:
� Substantial liquidity position

� Continuing to operate well within covenants, although headroom has 
reduced

� Senior Credit Facility Amendment request: 
� Recent improvement in credit markets seen as an opportunity to further 

strengthen capital structure

� In line with SKG’s ongoing prudent financial management and effective 
capital management
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Senior Facility Amendment | Objectives

� Flexibility to further extend average debt maturities

� Ability to issue longer-dated pari passu ranking senior bonds, as and when 
conditions are attractive, to repay portions of senior bank debt at par

� Extend the maturity of a portion of the current €600m Revolving Credit 
Facility by 1 year to December 2013

� Increase leverage & interest-cover covenants for the next 3 years

� The proposed amendments significantly enhance SKG’s financial 
flexibility through the Industry cycle
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Positioned for performance

� Focused market leader 

� Industry-leading operating performance

� Continued strong cash flow management

� Maximising ongoing net debt reduction

� Significantly enhancing financial flexibility



Appendix
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Q1 2009 Q1 2008 Q4 2008

Revenue (€m) 1,504               1,832 1,631 

Pre-Exceptional EBITDA (€m) 180 257   195

EBITDA margin 11.9% 14.0% 12.0%

Free cash flow (€m) 0                     1   55

Net debt (€m) 3,187 3,373   3,185

Net debt/EBITDA (LTM) 3.7x                    3.2x 3.4x

Financial highlights | Q1 2009

Source: Company data
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Recycled Containerboard
(Testliner)

SKG CUSTOMERS

50-60% FOOD & 
BEVERAGE

UNIQUE PAN-
EUROPEAN OFFER

Operating in a Growth Industry

Wood

Recovered Paper
(OCC)

Kraftliner

Corrugated Boxes

SKG integrated model

Commodities

Pricing: European or country

Delivery: World or Europe

Added value product

Pricing: customer specific

Delivery: < 200km



21

Focus on what we do best

Europe Kraftliner 1.6 34% No 1 

Recycled containerboard 3.0 19% No 1

Corrugated 4.5 20% No 1

Solid board / solid board packaging 1.0 / 0.4 - No 1

Sack paper / sacks 0.1 / 0.1 - No 3

Latin America Containerboard 0.7 Mex 10% - Ven 64% No 3

Corrugated 0.8 Mex 12% - Ven 70% No 1

World Containerboard (a) 5.4 6% No 3

Corrugated 5.3 7% No 1

Region Grade
Capacity

(m tonnes)
% of relevant 

market
Est. market

position

Source: Company estimates

Over 80% of SKG business in containerboard and corr ugated

(a) Including Semi-Chemical
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