EVERY DAY WE PUT OUR
FIBRE TO THE TEST.
OUR PAPER,
OUR AMBITION.
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Highlights: 1 Quarter 2014 (vs. 1 Quarter 2013):
•

Turnover up 2.4% to € 365.4 million

•

Sales volume up 7% for paper and 5% for pulp

•
•
•

Robust generation of free cash flow
Net debt cut by approximately € 90 million
Net Debt / EBITDA ratio reduced to 0.7

Leading Indicators – IFRS
(unaudited figures)

Q1
2014

Q1
2013

Q4
2013

% Change
Q1 14/Q1 13

(5)

% Change
Q1 14/Q4 13

Total sales
(1)
EBITDA
Operating profits
Financial results
Net earnings
(2)
Free Cash Flow
Capex
(3)
Net debt

365,4
78,0
51,9
- 7,3
40,8
57,8
1,3
251,6

356,9
85,3
58,3
- 3,1
44,7
22,5
2,8
341,1

393,4
90,4
50,0
1,5
60,3
42,8
3,8
307,1

2,4%
-8,6%
-10,9%
135,3%
-8,6%
35,3
-1,5
-89,5

-7,1%
-13,8%
3,7%
-574,5%
-32,3%
15,0
-2,5
-55,4

EBITDA / Sales (%)
ROS
ROE
ROCE
Equity ratio
(4)
Net Debt / EBITDA

21,3%
11,2%
10,9%
11,7%
52,9%
0,7

23,9%
12,5%
12,1%
12,7%
54,6%
0,9

23,0%
15,3%
16,2%
11,3%
52,5%
0,9

-2,6 pp
-1,3 pp
- 1,2 pp
-1,0 pp
+1,6 pp

-1,7pp
- 4,2 pp
-5,3pp
+0,4 pp
+0,5 pp

(1)
(2)
(3)
(4)
(5)

(5)

Operating profits + depreciation + provision
Var. Net debt + dividends + purchase of own shares
Interest-bearing net debt – cash and cash equivalents
EBITDA corresponding to last 12 months
Percentage variation corresponds to figures not rounded up/down
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1.

ANALYSIS OF RESULTS

1st Quarter 2014 vs. 1st Quarter 2013

The first quarter gradually confirmed the prospects of a continued difficult business environment in 2014,
albeit less severe than in previous years, with the possibility of slight stabilization in consumer spending. The
Group accordingly recorded an increase of 2.4% in turnover in the first quarter of 2014, sustained essentially
by growth in the volume of paper sales.

In bleached eucalyptus pulp (BEKP) business, market conditions proved resilient over the quarter. Despite the
start-up of production at a new mill, in Brazil, at the end of last year, other factors helped to balance the
market in the early months of 2014, such as increased pulp demand from the Chinese market and a number of
production stoppages due to maintenance, that usually occur during this period among pulp producers.
However, the price rises announced for the start of the year failed to materialize and the hardwood pulp price
(FOEX - BEKP in USD) fell over the quarter, standing at a level around 3% down on that in the first quarter of
2013. Although pulp sales also grew in volume, the Group closed the quarter with a drop in the value of its
pulp sales of approximately 7%, explained by a sharper reduction in its average sales price.

In paper operations, and in particular in office paper, the year got off to a livelier start than is usual, with
improving order books at European manufacturers. Significantly, the Group recorded an increase of
approximately 6% in output, which has sustained the growth in sales of uncoated woodfree (UWF) paper, up
year-on-year by around 7%. This growth in the sales volume more than compensated for the drop in paper
prices over the period: the benchmark index (FOEX - A4 - B copy) was down by around 3% from its 2013 level.
Turnover in paper business was up by more than 4% on the figure for the same period in 2013.

In this low-price environment, unchanged since August 2010, and with demand holding steady, Portucel
decided to announce to its customers a price rise for UWF paper of 3% to 5% in the European market as from
the start of April, after successfully implementing equivalent price rises in the US, Middle East, African and
Latin American markets.

In the energy sector, gross output in the 1st quarter of 2014 was slightly lower than in the same period in
2013. This was due essentially to the annual maintenance stoppage at the Biomass Power Station in Cacia.
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On the cost side, the Group recorded an increase in unit costs for wood, pushed up by poor weather
conditions at this time of year. This was partially offset by positive evolution in other factor of production,
including the purchase cost for energy and other fixed cost items.

In this scenario, consolidated EBITDA stood at € 78.0 million, down by 8.6%. The EBITDA / Sales margin stood
at 21.3%, down by 2.6 percentage points on the first quarter in 2013 and due essentially to the reduction in
the average sales price for paper and increased wood costs.

Operating income totalled € 51.9 million, down by 10.9% from the same period in the previous year.

The Group recorded a net financial cost of € 7.3 million euros, as compared with a net cost of € 3.1 million
recorded in the first quarter of 2013. This was caused essentially by debt refinancing operations carried out in
2013, which resulted in an increase in gross debt and the respective financial cost, and by a sharp and
widespread reduction in the interest earned on the Group's surplus liquidity.

The effective tax rate stood at 8.5%, well down on the rate of 19% recorded in the same period in 2013, thanks
essentially to the release of provisions made for this purpose which proved not to be necessary. As a result,
consolidated net income for the period totalled € 40.8 million euros, down by 8.6%.

1st Quarter 2014 vs. 4th Quarter 2013

The Group's turnover was down by approximately 7% in relation to the fourth quarter, a drop in line with
results recorded in previous years and explained primarily by the large volume of paper sales in the fourth
quarter, due to typical seasonal factors.

Although the volume of paper sales performed extremely well in the 1st quarter, it was still down on the 4th
quarter by around 10%. The Group nonetheless recorded fairly positive performance in paper sales prices, and
the increase in prices charged on markets in North America and the rest of the world, combined with the
improvement to the product mix sold on these markets, allowed the average price to rise by more than 3% in
the 1st quarter, despite a drop of 0.8% in the benchmark index (FOEX - A4 - B copy).
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In pulp (BEKP) business, increased incorporation into paper and the planned stoppage at the end of the
quarter caused sales to drop by around 11% from the level recorded in the previous quarter, with prices down
by slightly more than 2%, in line with the FOEX BHKP index in euros.

As a result, EBITDA for the quarter came down in relation to the previous quarter, dropping by around 13.8%,
whilst the EBITDA/Sales margin also fell, by around 1.7 percentage points, from 23% to 21.3%.

Operating income was 3.7% higher than in the final quarter of 2013, when income had been brought down by
the recording of provisions of more than € 14 million in 2013.

1.

MARKET ANALYSIS

2.1 UWF Paper

The improvement in demand for uncoated woodfree paper in Europe, first observed in the final quarter of
2013, was confirmed in the first quarter of 2014, with estimated year-on-year growth of 3%. The performance
of the European market is explained by the still moderate recovery in the European economy and the
improved export/import balance. However, high unemployment and the performance of sectors connected to
the paper industry, such as computer and printer sales, point to the need for prudence, but also show that
there is still potential to be tapped when the economic recovery becomes firmer.

The European industry recorded capacity utilization rates of around 96%, well up on the same period in 2013,
and the Group operated, as usual, at full capacity. Order books in the industry reached their highest levels in
March 2014 since the first quarter of 2012, and only comparable in recent history with the strong market years
from 2007 to 2010. At the start of the year, the Group's order books were at new record levels.

In the US, another key market for the Group's commercial strategy, the sharp reduction in local UWF
production capacity paved the way for a price rise in the market, and the main benchmark index (Risi 20lb A4)
was up 20 USD/t over the quarter.

On overseas markets, demand for UWF paper grew in several regions, in particular in Asia, the Middle East and
Latin America.
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In this context, the volume of the Group's paper sales reached an all-time high in the first quarter, up 7% on
the same period in 2013. This result was sustained by growth in sales made on European markets, up by 6% on
the same period in 2013 and by continued expansion into new markets, with increased penetration in Latin
America and the Middle East.

Strengthening its position as the leading European UWF manufacturer, premium products have continued to
account for around 60% of the Group's paper sales, both in Europe and in overall sales.

The Group's own brands again recorded growth of 3% worldwide, and 4% in Europe. Navigator achieved
growth of 5% around the world and 7% in Europe, with levels of growth, penetration and brand recognition
unrivalled in the industry. The Group's own brands therefore consolidated their role as anchors for the Group's
stability and profits, accounting for around two thirds of its volume of paper sales.

2.2 PULP

2.2 BEKP Pulp

The stability in the eucalyptus pulp market observed throughout the 4th quarter of 2013 continued into the 1st
quarter of 2014, counteracting the effect of the start-up, in late December 2013, of a new large scale
production unit in Brazil.

Despite this increase in the supply of eucalyptus pulp, the quarterly average of the PIX benchmark price for
Europe stood at USD 768, slightly down from the average for the final quarter of 2013, which was USD 770.
Due to the relative weakness of the US currency, this stability in USD prices has not resulted in a corresponding
trend in Euros.
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PIX Price Europe BHKP- Monthly evolution

Although the price rise to USD 820 announced as from 1 January never materialized and prices never reached
this level during the quarter, the market still benefited from the delay in the start-up of projects for new
capacity, and from an excellent year start in the Chinese market.

As the Chinese market has been, for several years, the main driving force behind demand, the fact that pulp
imports stood at significant levels in the first two months of the year, especially in January, made a significant
contribution to maintaining the stability observed since the previous quarter.

The release of indicators which point to a slight improvement in the global economy could have positive
consequences for the paper industry and also ease the policy of currency devaluation adopted by a number of
emerging countries that play an important role in pulp production, which could have a positive impact on the
strength of the market.

The Group's sales of BEKP pulp in the first quarter of 2014 rose by 5% in relation to the same period in 2013.

A breakdown of BEKP pulp sales by paper segment shows that the Group strengthened its position in the
special papers segment, which undoubtedly offers the greatest value added, with sales to this segment still
accounting for more than 60% of its sales volume in the 1st quarter of 2014.
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An analysis of sales by destinations shows that most of the Group's pulp sales went to European markets,
home to manufacturers of higher quality paper where technical demands are more stringent and where the
intrinsic qualities of the eucalyptus globulus pulp generate substantial added value.

2.

DEVELOPMENT

The integrated forestry, cellulose pulp and energy project that Portucel has been developing in Mozambique
has moved on to a new phase, preparing for fast expansion of forestry operations.

As previously disclosed, this new phase includes conducting the ESIS (Environmental and Social Impact Study);
the preliminary reports are close to completion, and will be followed by the start of the public consultation
and approval process.

The sustainability of the forestry operations will be assured by planning and developing projects to include
local communities, implementing the respective investments and helping to develop the business activities
associated with the project. To this end, Portucel Moçambique is working with IFC (International Finance
Corporation), a World Bank institution, with which it signed a cooperation agreement in October 2013. This
collaboration with IFC will extend the impact of Portucel's investment in the sustainable development of
Mozambique and the creation of shared opportunities for growth in the concession areas and reflects the
Group's commitment to developing forestry plantations in Mozambique in keeping with the strictest
international standards on environmental and social issues.

In this context of inclusive development, Portucel Moçambique has in this farming season already created 300
hectares of demonstration fields with crops essential for food security, such as corn, soya and beans.

Work is starting on construction of the Group's first dedicated nursery facility in Mozambique, designed to
produce the plants selected during the trials that have already been conducted.

This integrated project for forestry, cellulose pulp and energy is valued at 2.3 billion dollars and is expected to
create around 7,500 new jobs and exports of approximately 1000 million USD, once the mill is operating at full
capacity.
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3.

FINANCIAL

At 31 March 2014, net interest bearing debt totalled € 251.6 million, down by € 55.4 million on year-end 2013.
This figure for cash flow generation was achieved despite a series of non-recurrent disbursements in the first
quarter. Working capital evolved positively, and in combination with a low level of capital expenditure
contributed to a significant figure for free cash flow, which has helped to continue the reduction in net debt.

In 2013, Portucel issued 7-year bonds with a value of € 350 million on the international markets, enabling it to
refinance the large amount of debt maturing that year and at the same time to significantly extend the
average maturity of the Group's debt, and significantly improve its liquidity.

As a result of these financial operations, the Group recorded a cash position at the end of the first quarter of €
580.3 million, as well as still having unused committed credit facilities of around € 20 million in bank loans and
€ 50 million in commercial paper.

At 31 March 2014, the Group’s gross long term debt totalled € 612.2 million, and its debt maturing in less than
one year at € 219.7 million. Financial autonomy stood at 52.9% and the Net debt / EBITDA ratio was 0.7,
pointing to sound financial health, and amongst the lowest for companies in this industry.

4.

CAPITAL MARKETS

After fairly robust performance in 2013, trends on the capital markets in the first quarter were uneven and
more modest, with the exception of Euronext Lisbon, which made a strong start. With a gain of 16%, the PSI20
clearly outperformed the equivalent indexes elsewhere, equalling, in a single quarter, the entire gain recorded
over 2013. The Madrid, Euronext 100 and Paris indexes also performed well, the Spanish index up by 4.3% and
the others by 2.7 and 2.2% respectively. This contrasted with losses on the London stock exchange, down by
2.2%.

In the pulp and paper sector, share prices also performed unevenly, with Latin American pulp manufacturers
seeing their listed share prices slip, reflecting uncertainties as to the impact on the market of new production
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capacity.

In this context, the performance recorded by Portucel shares over the first three months of the year was
particularly impressive. After closing 2013 with a gain of 27.6%, Portucel shares started the year by trading at
above 3.00 €, rising to a high of 3.370 € in March, and presenting an accrued gain at the end of the quarter of
13.5%. The closing price for the quarter was close to the highest point for the period, at 3.303 €/share.

Portucel vs. European Indexes 2014
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Portucel Average Share Price and Volume in 2013 and 2014
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6.
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OUTLOOK

The main economic indicators continue to point to stronger growth in the more developed economies,
sustained by a continued expansionist monetary policy and less restrictive fiscal policies in certain countries.
Prospects for emerging markets are less promising, with a number of internal weak points still persisting,
recently accentuated by capital movements resulting from the announcement of a reduction in the monetary
stimulus program in the United States, which could limit the development of these economies.

In the Euro Zone, the economy is expected to continue its recovery, although this will be uneven, and slower
than elsewhere. Despite this positive trend, unemployment in the Euro zone remains at high levels and
inflation continues very low, meaning that a deflationary scenario cannot be ruled out.

In the United States, the recovery is stronger and more sustained, due to growth in domestic demand and a
stronger labour market, supported by productivity gains, highly competitive energy prices and a less restrictive
fiscal policy. The biggest question mark is over the impact on the economy of the reduction in monetary
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incentives already announced by the US Federal Reserve.

In China, the economy is expected to remain strong, supported by a foreseeable increase in demand from the
developed markets. However, tighter lending and investment policies and a degree of difficulty in the
transition to a development model based more on internal demand may limit economic growth and cast some
doubt on future development.

In this context, the BEKP market has proven fairly resilient. The latest figures point to continued strong
demand from China. The significant difference in prices between long and short fibre pulp has led to a
substitution effect, benefiting short fibre, and a number of projects for increased capacity in Latin America
have fallen behind schedules; these two factors are expected to sustain the market in the near future. In the
medium term, a significant increase in production capacity for tissue paper and the closure and conversion of
pulp production units, especially in China, should help to keep the market lively. However, a degree of
uncertainty as to the future of the Chinese economy and the paper market, the start-up of new pulp capacity
planned for 2014 and 2015 and the evolution of the Euro/dollar exchange rate are all factors which may have
an impact on supply and demand in this market.

In the UWF paper market, the prospects still point to a gentle recovery. Order books rose to encouraging levels
during the first three months of the year, and figures from the start of the second quarter confirm this trend.

However, market conditions may grow more difficult over the coming months, due to seasonal factors and
increased output by manufacturers in other global regions, in particular in Asia.

Setúbal, 23 April 2014
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