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H2 to be affected by destocking and high costs

Suominen reported higher-than-expected earnings in Q2 and provided an 
explanation for the lowered outlook that the company issued on 12 August. 
Management expects the market imbalance to be at its worst in Q3, but 
demand should start to recover towards the end of the year. We lower our 
EBITDA estimates by 14% for 2021 and by 6% for 2022, assuming a tough 
Q3 2021 with EBITDA of EUR 9m followed by some recovery in Q4. 

Solid earnings despite deceleration in demand
Suominen's Q2 earnings exceeded expectations, even though the market 
started to decelerate towards the end of the quarter. Comparable EBITDA 
of EUR 15.3m exceeded Vara Research consensus by 11%, with sales of EUR 
114m (5% below consensus). Cash flow from operations deteriorated 
sharply in Q2, down to EUR 1m (EUR 16m in Q1), as working capital 
absorbed EUR 10m in the quarter. Investments remained in line with Q1, 
which took free cash flow to EUR -4m, down from EUR 14m in Q1. Because 
a dividend was paid out in the quarter (EUR 11.5m), net debt increased to 
EUR 36m (from EUR 20m at end of Q1 and EUR 57m a year ago). 

Guidance downgrade implies slow demand and high costs in H2
Suominen lowered its guidance on 12 August, the day before the release of 
its Q2 earnings. Suominen expects 2021 comparable EBITDA to decrease 
versus the 2020 level of EUR 60.9m (pre-Q2 consensus EBITDA is EUR 60m 
for 2021E). Management said this is due to a short-term slowdown in 
nonwovens demand, especially in North America, and volatility in input 
and transport costs. Previously, the company had guided for unchanged 
EBITDA in 2021. The guidance suggests H2 EBITDA will decline markedly 
from EUR 34m in H1, down to EUR ~20m or lower. 

EBITDA down by 14% for 2021E, down by 6% for 2022E 
We lower our EBITDA estimates by 14% for this year and by 6% for 2022, 
assuming a tough Q3 2021 with EBITDA of EUR 9m, followed by some 
recovery in Q4. We believe cost increases will likely start to push up sales 
prices on a lag of three to six months. The biggest unknown is the timing 
for a normalisation of demand, which management currently expects to 
start in Q4. We estimate a fair value range of EUR 5.1-6.3 (5.3-6.6) per 
share, based on a combination of our four valuation approaches (DCF, 
2021E P/BV, 2022E EV/EBIT and 2022E P/E). 

Nordea Markets - Analysts
Harri Taittonen
Director, Materials

SUMMARY TABLE - KEY FIGURES
2023E2022E2021E2020201920182017EURm

495478450459411431426Total revenue
56555361342634EBITDA (adj)
363532398515EBIT (adj)

7.4%7.3%7.2%8.6%2.0%1.1%3.5%EBIT (adj) margin
0.470.450.440.520.00-0.030.25EPS (adj, EUR)

6.0%2.7%-16.3%13,268.1%113.1%-111.8%-16.0%EPS (adj) growth
0.200.200.200.200.050.000.11DPS (ord, EUR)
0.60.60.70.70.50.40.8EV/Sales
7.88.710.08.424.841.222.3EV/EBIT (adj)

11.111.812.19.8n.m.n.m.17.5P/E (adj)
1.71.82.02.01.00.91.9P/BV

3.8%3.8%3.8%3.9%2.2%0.0%2.5%Dividend yield (ord)
10.6%9.9%6.6%15.6%14.6%14.7%-4.6%FCF Yield bef A&D, lease 

-23-21737697181Net debt
-0.40.00.30.62.02.82.4Net debt/EBITDA

15.3%14.3%12.7%14.5%2.9%1.6%5.1%ROIC after tax
Source: Company data and Nordea estimates
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Q2 2021 and full-year estimates
Earnings beat in Q2; EBITDA margin resilient to higher raw material costs 

The Q2 result exceeded 
expectations, even though the 
market started to decelerate 
towards the end of the quarter 

Suominen reported robust earnings for Q2 2021 – comparable EBITDA of EUR 15.3m 
exceeded Vara Research consensus by 11%. Sales of EUR 114m were 5% below 
consensus. The negative impact of currencies on net sales was EUR 6.5m, which 
implies organic growth declined slightly, -1% y/y. This is a notable difference to the 
rapid growth we have seen since the start of the pandemic; organic growth was 12% in 
2020 and that growth level continued in Q1 2021. Sales prices increased from a year 
ago, but the positive impact from price appreciation did not fully offset the decline in 
volumes from the extraordinary levels achieved in Q2 2020. 

The Q2 EBITDA margin of 13.4% (down from 16.1% in Q1 and 14.7% a year ago) was 
surprisingly resilient to the steep cost inflation seen in H1. According to Suominen, 
higher sales prices and improved raw material efficiency both supported margins. 

Cash flow deteriorated from the strong Q1
Cash flow from operations deteriorated sharply in Q2, down to EUR 1m (EUR 16m in 
Q1), as working capital absorbed EUR 10m during the quarter. Investments remained at 
the same level as in Q1 (EUR 5m), which lowered free cash flow to EUR -4m, down 
from EUR 14m in Q1. As a dividend was paid out during the quarter (EUR 11.5m), net 
debt increased to EUR 36m (from EUR 20m at the end of Q1 and EUR 57m a year ago). 

Guidance for 2021 lowered due to a slowdown in demand and high costs
Suominen lowered its guidance on 12 August, one day before the release of its Q2 
earnings report. Suominen expects 2021 comparable EBITDA to decrease from the 
2020 level of EUR 60.9m (pre-Q2 consensus EBITDA for 2021E was EUR 60m). 
Management said this is due to a short-term slowdown in nonwovens demand, 
especially in North America, as well as volatility in input and transport costs. Previously 
the company had guided for unchanged EBITDA in 2021. The new guidance suggests 
that H2 EBITDA will decline markedly from the EUR 34m level seen in H1, down to EUR 
~20m or lower. 

Suominen experienced a sudden deceleration of demand towards the end of Q2, 
especially among its North American customer base. In combination with extraordinary 
stockpiling throughout the entire supply chain, this created an imbalance of 
inventories, which also impacted Suominen's orders. Management expects demand for 
Suominen's products to recover once the temporary imbalance in the nonwovens 
market has cleared. It currently assumes that the recovery will start in Q4. In the longer 
term, management expects end-use demand for wipes to remain above pre-COVID 
levels, once the current deceleration period comes to an end.

Destocking and higher raw material prices will dent Q3
Suominen's EBITDA margin jumped to 13.3% in 2020 (from 8.2% in 2019), boosted by 
volume growth, enhanced raw material efficiency, a favourable variable cost 
environment, and reasonably stable pricing. The company has also been able to 
improve efficiency through its own streamlining measures. 

Looking ahead, the company's ability to maintain its margins in a more inflationary cost 
environment will be crucial for earnings progress. COGS was EUR 389m in 2020, i.e. 
85% of sales, and we estimate that raw material purchases accounted for 
approximately EUR 270m (59%) of sales. Pulp prices have risen by more than 60% YTD 
in Europe, but price momentum seems to be stabilising. The rebound in oil prices is also 
affecting prices for downstream products. 

We lower our EBITDA estimates by 14% for 2021 and by 6% for 2022, assuming a tough 
Q3 2021 with EBITDA of EUR 9m and some recovery in Q4. We believe cost increases 
are likely to start pushing up sales prices with a lag of three to six months. The main 
issue is the timing of normalisation in demand, which management currently foresees 
to start during Q4.
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Q2 2021 RESULTS VS EXPECTATIONS 

Actual NDA est. Actual Actual
Q2 2021 Q1 2021 Q2 2020 y/y

Sales 113.6 121.6 -8.0 -7% 120.3 -6.7 -6% 115.3 -2% 122.2 -7%
15.3 13.6 1.7 12% 13.8 1.5 18.5 -17% 18.0 -15%

13.5% 11.2% 2.3pp 11.5% 2.0pp 16.0% -2.6pp 14.7% -1.3pp
Operating profit 10.3 8.5 1.8 21% 8.8 1.5 17% 13.6 -24% 12.4 -17%

9.1% 7.0% 2.1pp 7.3% 1.8pp 11.8% -2.7pp 10.1% -1.1pp
0.11 0.10 0.01 7% 0.11 0.00 0% 0.24 -53% 0.14 -24%

Deviation
vs. actual

Deviation
vs. actual

Source: Vara Research and Nordea estimates
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OPERATING PROFIT BRIDGE (EURm), 2021-23E

Bridge

Previous EBIT 39.5 32.4 34.9
-1.7 2.8 2.8

Price 12.3 16.2 9.6
-18.2 -17.2 -10.8

Currency -1.4 0.2 -0.1
Structural 0.0 0.0 0.0

2.0 0.5 0.0
Change in EBIT -7.1 2.5 1.5
Current year EBIT 32.4 34.9 36.4
Change y/y

Source: Nordea estimates

EARNINGS REVISIONS

Sales 114 450 478 495 122 478 508 526 -7% -6% -6% -6%
15 53 55 56 15 61 58 59 1% -14% -5% -4%

13% 12% 12% 12% 13% 1.0pp -1.1pp 0.1pp 0.2pp
10 32 35 36 10 41 38 39 2% -20% -7% -6%

9.1% 7.2% 7.3% 7.4% 8.3% 8.5% 7.4% 7.4% 0.8pp -1.3pp -0.1pp 0.0pp
Pre-tax profit 9 33 33 35 9 42 36 38 -6% -22% -7% -7%

0.11 0.44 0.45 0.47 0.12 0.57 0.48 0.51 -16% -23% -7% -7%

Source: Company data and Nordea estimates

Glatfelter consolidates supply and acquires Jacob Holm
Glatfelter announced on 22 July that it will acquire Jacob Holm, Suominen's key peer in 
Europe, for USD 308m. Jacob Holm has LTM sales of USD 500m and EBITDA of USD 
45m. Glatfelter values Jacob Holm at 6x LTM EBITDA including synergies of USD 20m 
but no further boost from the pandemic (it estimates the pandemic boosted Jacob 
Holm's EBITDA by USD 10-15m, which equals ~3% of sales). 
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Reported numbers and forecasts
INCOME STATEMENT

2023E2022E2021E20202019201820172016201520142013EURm
495478450459411431426417444402443Total revenue

3.5%6.2%-1.9%11.5%-4.6%1.2%2.2%-6.1%10.5%-9.4%-2.5%Revenue growth
0.0%0.0%n.a.n.a.n.a.n.a.n.a.n.a.n.a.n.a.n.a.of which organic
0.0%0.0%n.a.n.a.n.a.n.a.n.a.n.a.n.a.n.a.n.a.of which FX

5655536134263444494134EBITDA
-20-20-20-21-26-21-19-18-18-16-17Depreciation and impairments PPE

00000000000of which leased assets
36353239851526322617EBITA
00000000000Amortisation and impairments

36353239851526322617EBIT
00000000000of which associates
00000000000Associates excluded from EBIT

-1-20-6-6-6-3-3-5-8-7Net financials
00000000000of which lease interest
00000000000Changes in value, net

353333342-11222261810Pre-tax profit
-8-7-7-4-2-12-7-9-8-8Reported taxes
282625300-2141517102Net profit from continued operations
000000000-5-19Discontinued operations
00000000000Minority interests

282625300-21415175-16Net profit to equity
0.470.450.440.520.00-0.030.250.300.340.10-0.33EPS, EUR
0.200.200.200.200.050.000.110.110.020.010.00DPS, EUR
0.200.200.200.200.050.000.110.110.020.010.00of which ordinary
0.000.000.000.000.000.000.000.000.000.000.00of which extraordinary

Profit margin in percent
11.4%11.5%11.7%13.3%8.2%5.9%8.1%10.6%11.1%10.3%7.6%EBITDA
7.4%7.3%7.2%8.6%2.0%1.1%3.5%6.1%7.1%6.4%3.9%EBITA
7.4%7.3%7.2%8.6%2.0%1.1%3.5%6.1%7.1%6.4%3.9%EBIT

Adjusted earnings
5655536134263444494134EBITDA (adj)
36353239851526322617EBITA (adj)
36353239851526322617EBIT (adj)

0.470.450.440.520.00-0.030.250.300.340.10-0.33EPS (adj, EUR)

Adjusted profit margins in percent
11.4%11.5%11.7%13.3%8.2%5.9%8.1%10.6%11.1%10.3%7.6%EBITDA (adj)
7.4%7.3%7.2%8.6%2.0%1.1%3.5%6.1%7.1%6.4%3.9%EBITA (adj)
7.4%7.3%7.2%8.6%2.0%1.1%3.5%6.1%7.1%6.4%3.9%EBIT (adj)

Performance metrics
CAGR last 5 years

2.8%2.3%1.6%0.7%0.5%-0.6%-1.3%n.a.n.a.n.a.n.a.Net revenue
17.1%9.9%3.5%4.3%-4.1%-5.4%3.8%n.m.n.m.n.m.n.m.EBITDA
51.3%18.4%4.8%4.5%-20.7%-23.3%6.3%n.a.n.a.n.a.n.a.EBIT

n.m.12.1%7.7%9.0%-47.9%n.m.n.m.n.a.n.a.n.a.n.a.EPS
n.m.12.7%12.7%14.9%0.0%n.m.n.m.n.m.n.m.n.m.n.m.DPS

Average last 5 years
6.6%5.4%4.6%4.3%4.0%4.9%5.4%5.2%n.a.n.a.n.a.Average EBIT margin

11.3%10.2%9.5%9.3%8.8%9.2%9.5%9.1%n.a.n.a.n.a.Average EBITDA margin
VALUATION RATIOS - ADJUSTED EARNINGS

2023E2022E2021E20202019201820172016201520142013EURm
11.111.812.19.8n.m.n.m.17.513.818.440.1n.m.P/E (adj)
5.05.66.25.56.07.49.76.17.05.75.8EV/EBITDA (adj)
7.88.710.08.424.841.222.310.510.99.211.3EV/EBITA (adj)
7.88.710.08.424.841.222.310.510.99.211.3EV/EBIT (adj)

VALUATION RATIOS - REPORTED EARNINGS
2023E2022E2021E20202019201820172016201520142013EURm

11.111.812.19.8n.m.n.m.17.513.818.440.1n.m.P/E
0.570.640.720.730.490.440.790.640.780.590.44EV/Sales
5.05.66.25.56.07.49.76.17.05.75.8EV/EBITDA
7.88.710.08.424.841.222.310.510.99.211.3EV/EBITA
7.88.710.08.424.841.222.310.510.99.211.3EV/EBIT

3.8%3.8%3.8%3.9%2.2%0.0%2.5%2.7%1.6%1.2%0.0%Dividend yield (ord.)
10.6%9.9%10.3%15.6%14.6%14.7%-4.6%-10.0%1.6%5.1%-18.3%FCF yield
10.6%9.9%6.6%15.6%14.6%14.7%-4.6%-10.0%1.6%14.7%-18.3%FCF Yield bef A&D, lease adj
42.2%44.7%45.9%38.4%1,284.7%0.0%43.6%36.6%29.6%49.5%0.0%Payout ratio

Source: Company data and Nordea estimates
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BALANCE SHEET
2023E2022E2021E20202019201820172016201520142013EURm

2828283236373330292828Intangible assets
00000000000of which R&D

1313131720211714131312of which other intangibles
1515151515161616161616of which goodwill
95102109122136129137136988999Tangible assets
1818181814000000of which leased assets
00000000000Shares associates
44444337880Interest bearing assets
44442353466Deferred tax assets
11111111112Other non-IB non-current assets
00000123231Other non-current assets

132139146164178174180179142134134Total non-current assets
4342393539524443333232Inventory
5856525147585854525247Accounts receivable
00000000000Short-term leased assets

1010998916111078Other current assets
7367635838282730563819Cash and bank

184174164154132147145137150130105Total current assets
n.a.n.a.n.a.n.a.n.a.n.a.n.a.n.a.n.a.00Assets held for sale
316312310317310321326316292264239Total assets

18617015614613213113614312610979Shareholders equity
00000000000Of which preferred stocks
00000000000Of which equity part of hybrid debt
00000000000Minority interest

18617015614613213113614312610979Total Equity
13131313131215111197Deferred tax
3853688382819587948270Long term interest bearing debt
11111111110Pension provisions
00000000000Other long-term provisions
00022000000Other long-term liabilities

1717171510000000Non-current lease debt
00000000000Convertible debt
00000000000Shareholder debt
00000000000Hybrid debt

69849911410794111991069279Total non-current liabilities
00000000000Short-term provisions

5957545553756365566057Accounts payable
00033000000Current lease debt
00000000000Other current liabilities
000014211583324Short term interest bearing debt

6058555870967874606482Total current liabilities
00000000000Liabilities for assets held for sale

316312310317310321326316292265239Total liabilities and equity

Balance sheet and debt metrics
-23-2173769718158343876Net debt
1717171713000000of which lease debt
5149464141435542373129Working capital

183188192204219217235220180165163Invested capital
241240241246242232247237223194173Capital employed

15.5%16.0%16.8%21.6%0.2%-1.3%10.4%11.4%14.5%5.3%-18.5%ROE
15.3%14.3%12.7%14.5%2.9%1.6%5.1%10.0%14.4%12.3%7.4%ROIC
15.1%14.5%13.3%16.2%3.4%1.9%6.2%11.1%15.2%14.1%9.1%ROCE

-0.40.00.30.62.02.82.41.30.70.92.2Net debt/EBITDA
n.m.n.m.n.m.n.m.n.m.0.8n.m.n.m.n.m.n.m.n.m.Interest coverage

58.9%54.4%50.2%46.0%42.7%40.7%41.8%45.3%43.1%41.1%32.9%Equity ratio
-12.2%-1.0%10.9%25.4%51.9%54.7%59.6%40.7%26.6%35.3%96.7%Net gearing

Source: Company data and Nordea estimates
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CASH FLOW STATEMENT
2023E2022E2021E20202019201820172016201520142013EURm

5655536134263444494134EBITDA (adj) for associates
-8-7-7-2-162-7-9-8-8Paid taxes
-1-20-4-5-5-3-3-5-8-7Net financials
00000000010Change in provisions
00-2-233-111-2-1Change in other LT non-IB
00000000000Cash flow to/from associates
00000000000Dividends paid to minorities
00-45-2-3-30-16-34Other adj to reconcile to cash flow

48464058282730353531-16Funds from operations (FFO)
-2-3-6-126-8-6-860Change in NWC
46433457303222292737-16Cash flow from operations (CFO)

-13-13-14-11-11-15-34-50-22-8-6Capital expenditure
333020461917-12-21529-22Free cash flow before A&D
001200000000Proceeds from sale of assets
000000000-190Acquisitions

333032461917-12-21510-22Free cash flow
333020461917-12-21529-22Free cash flow bef A&D, lease adj

-12-12-12-30-6-6-5-300Dividends paid
00000000000Equity issues / buybacks

-15-15-15-17-10-800000Net change in debt
00000000000Other financing adjustments
000-60-3150151026Other non-cash adjustments
64520101-2-2617204Change in cash

Cash flow metrics
66.0%64.7%69.7%50.8%41.2%70.6%n.m.n.m.n.m.49.7%33.8%Capex/D&A
2.7%2.7%3.1%2.4%2.6%3.4%7.9%11.9%5.0%1.9%1.3%Capex/Sales

Key information
55552244642Share price year end (/current)

307307307296133118254210312199119Market cap.
284305324333202189335268345238195Enterprise value
58.358.358.358.357.557.557.450.850.349.249.6Diluted no. of shares, year-end (m)

Source: Company data and Nordea estimates
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whether being considered as foreseeable or not) resulting from the information in this report.

Risk information
The risk of investing in certain financial instruments, including those mentioned in this report, is generally high, as their market value is exposed to a lot of different factors 
such as the operational and financial conditions of the relevant company, growth prospects, change in interest rates, the economic and political environment, foreign 
exchange rates, shifts in market sentiments etc. Where an investment or security is denominated in a different currency to the investor's currency of reference, changes in 
rates of exchange may have an adverse effect on the value, price or income of or from that investment to the investor. Past performance is not a guide to future performance. 
Estimates of future performance are based on assumptions that may not be realized. When investing in individual shares, the investor may lose all or part of the investments.

Conflicts of interest
Readers of this document should note that Nordea Markets or Equity Sales & Research has received remuneration from the company mentioned in this document for the 
production of the report. The remuneration is not dependent on the content of the report.

Nordea, affiliates or staff in Nordea, may perform services for, solicit business from, hold long or short positions in, or otherwise be interested in the investments (including 
derivatives) of any company mentioned in the report.

To limit possible conflicts of interest and counter the abuse of inside knowledge, the analysts of Nordea Markets and Equity Sales & Research are subject to internal rules on
sound ethical conduct, the management of inside information, handling of unpublished research material, contact with other units of Nordea and personal account dealing. 
The internal rules have been prepared in accordance with applicable legislation and relevant industry standards. The object of the internal rules is for example to ensure that
no analyst will abuse or cause others to abuse confidential information. It is the policy of Nordea that no link exists between revenues from capital markets activities and 
individual analyst remuneration. Nordea and the branches are members of national stockbrokers' associations in each of the countries in which Nordea has head offices. 
Internal rules have been developed in accordance with recommendations issued by the stockbrokers associations. This material has been prepared following the Nordea 
Conflict of Interest Policy, which may be viewed at www.nordea.com/mifid.

Distribution restrictions
The securities referred to in this report may not be eligible for sale in some jurisdictions. This report is not intended for, and must not be distributed to private customers in the 
UK or the US or to customers in any other jurisdiction where restrictions may apply. 

This publication or report may be distributed in the UK to institutional investors by Nordea Bank Abp London Branch of 6th Floor, 5 Aldermanbury Square, London, EC2V 
7AZ, which is under supervision of the European Central Bank, Finanssivalvonta (Financial Supervisory Authority) in Finland and subject to limited regulation by the Financial 
Conduct Authority and Prudential Regulation Authority in the United Kingdom. Details about the extent of our regulation by the Financial Conduct Authority and Prudential 
Regulation Authority are available from us on request.

Nordea Bank Abp (“Nordea”) research is not “globally branded” research. Nordea research reports are intended for distribution in the United States solely to “major U.S.
institutional investors,” as defined in Rule 15a-6 under the Securities Exchange Act of 1934. Any transactions in securities discussed within the research reports will be
chaperoned by Nordea Securities LLC (“Nordea Securities”), an affiliate of Nordea and a SEC registered broker dealer and member of FINRA. Nordea Securities does not
employ research analysts and has no contractual relationship with Nordea that is reasonably likely to inform the content of Nordea research reports. Nordea makes all
research content determinations without any input from Nordea Securities.

The research analyst(s) named on this report are not registered/qualified as research analysts with FINRA. Such research analyst(s) are also not registered with Nordea 
Securities and therefore may not be subject to FINRA Rule 2241 or FINRA Rule 2242 restrictions on communications with a subject company, public appearances and
trading securities held by a research analyst account.

This report may not be mechanically duplicated, photocopied or otherwise reproduced, in full or in part, under applicable copyright laws.
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Analyst Shareholding
Nordea analysts do not hold shares in the companies that they cover.
No holdings or other affiliations by analysts or associates.

Market-making obligations and other significant financial interest
Nordea has no market-making obligations in Suominen Oyj.

Fair value and sensitivity
We calculate our fair values by weighting DCF, DDM, SOTP, asset-based and other 
standard valuation methods. Our fair values are sensitive to changes in valuation 
assumptions, of which growth, margins, tax rates, working capital ratios, 
investment-to-sales ratios and cost of capital are typically the most sensitive. 
It should be noted that our fair values would change by a disproportionate factor if 
changes are made to any or all valuation assumptions, owing to the non-linear 
nature of the standard valuation models applied (mentioned above). As a 
consequence of the standard valuation models we apply, changes of 1-2 percentage 
points in any single valuation assumption can change the derived fair value by as 
much as 30% or more. All research is produced on an ad hoc basis and will be 
updated when the circumstances require it.

Investment banking transactions
In view of Nordea’s position in its markets readers should assume that the bank may 
currently or may in the coming three months and beyond be providing or seeking to 
provide confidential investment banking services to the company/companies

Marketing Material
This research report should be considered marketing material, as it has been 
commissioned and paid for by the subject company, and has not been prepared in 
accordance with the regulations designed to promote the independence of 
investment research and it is not subject to any legal prohibition on dealing ahead 
of the dissemination of the report. However, Nordea Markets analysts are according 
to internal policies not allowed to hold shares in the companies/sectors that they 
cover.

Issuer Review

This report has not been reviewed by the Issuer prior to publication.

Completion Date

15 Aug 2021, 23:15 CET
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