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Highlights for the year 2013 (vs. Year 2012):
•

Turnover up 1.9%

•

Exports of €1 215 million to 118 countries

•

EBITDA totalling €350 million

•

Net income of € 210 million

•

Free cash flow of € 263,3 million
Net debt / EBITDA ratio of 0.9

•

Leading Indicators – IFRS (unaudited figures)
(4)

Year
2013

Year
2012

% Change
2013/ 2012

1 530,6
350,5
233,7
- 14,1
210,0
263,3
16,9
307,1

1 501,6
385,4
286,2
- 16,3
211,2
311,3
30,1
363,6

1,9%
-9,1%
-18,3%
-13,2%
-0,5%
-15,4%
-13,2
-56,6

22,9%
13,7%
14,2%
12,9%
52,5%
0,9

25,7%
14,1%
14,3%
15,1%
54,4%
0,9

-2,8 pp
- 0,4 pp
- 0,1 pp
- 2,2 pp
- 1,9 pp

Q4
2013

Q3
2013

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

393,4
90,4
50,0
1,5
60,3
48,1
3,8
307,1

381,1
85,1
58,9
- 7,9
52,0
96,5
7,6
263,7

3,2%
6,3%
-15,1%
-119,4%
15,9%
-50,1%
-3,8
43,4

EBITDA / Sales (%)
ROS

23,0%
15,3%

22,3%
13,7%

+ 0,7 pp
+ 1,7 pp

Million euros

Total sales
(1)
EBITDA
Operating profits
Financial results
Net earnings
(2)
Free Cash Flow
Capex
(3)
Net debt
EBITDA / Sales (%)
ROS
ROE
ROCE
Equity ratio
(3)
Net Debt / EBITDA

(4)

% Change
Q4 13/Q3 13

Million Euros

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

Operating profits + depreciation + provision
Var. Net debt + dividends + purchase of own shares
EBITDA corresponding to last 12 months
Percentage variation corresponds to figures not rounded up/down
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1.

ANALYSIS OF RESULTS

Financial Year of 2013 vs Financial Year of 2012

The Portucel Group's consolidated sales in 2013 totalled € 1 530.6 million in 2013, approximately € 29 million
up from the figure recorded in 2012. This increase was due partly to the positive contribution made by the
pulp business, and also to performance in the energy sector. It should nonetheless be noted that energy sales
in 2013 were boosted by the full consolidation of Soporgen, the company that operates the natural gas cogeneration plant at the Figueira da Foz Industrial Complex.

In BEKP pulp, excellent performance in output at the mills and growing consumption in the market enabled the
Group to record growth of around 13% in sales volume. Output was up by approximately 4% on the previous
year, due essentially to increased availability of pulp from the Group's mills, in particular the Cacia mill, where
production maintenance stoppage didn´t occur and significant efficiency gains were achieved, with a
consequent increase in output. Despite a rise of around 2% in the PIX benchmark index, FOEX BHKP in euros,
the Group's average sales price was lower than in 2012, due to fiercer competition on the international market
and an increase in sales denominated in USD to markets outside Europe.

In UWF paper business, the Group recorded growth of 0.2% in its sales volume, despite a reduction in the
paper price. The harsh environment in the paper market over the year, with the poor economic situation and
continued high rates of unemployment in Europe, held down consumption. As a result, despite good
performance in sales volumes, paper sales were down by 4% in value in relation to 2012. The drop in the
average price can be explained by three main factors: the deterioration of the benchmark price in the
European market (the PIX index was down by 1.9% on the previous year), adverse variations in exchange rates
and the Group's geographical sales mix.

In the energy sector, gross power output stood at 2,300 MWh, representing an increase of over 25%. As
already mentioned, this figure is not comparable with the previous year, as it includes 100% of Soporgen's
output. Power sales were also boosted by full consolidation of Soporgen, and totalled approximately 2 100
MWh.
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Production costs were hit by rising wood prices and by the prices at which the Group purchased electricity and
natural gas.

Full consolidation of Soporgen in the Group's accounts also had a substantial impact on costs, which rose
overall, especially in relation to natural gas.

In this context, consolidated EBITDA in 2013 stood at € 350.5 million, which represents a reduction of 9.1% in
relation to 2012 and results in an EBITDA / Sales margin of 22.9%, down 2.8 percentage points on the margin
recorded in the previous year.

Operating income stood at € 233.7 million, down by 18.3% on the previous year. It should be noted that, in
2012, operating income was positively influenced by the reversal of provisions of approximately € 15 million,
whilst in 2013 the Group constituted provisions of € 14 million.

Financial results improved, with the Group recording a negative financial result of € 14.1 million, as compared
to a financial loss of € 16.3 million in 2012. Financial results in 2013 were also boosted by € 8.7 million due to
the cancellation of interest compensation, under the programme for settlement of fiscal debts.

Consolidated net income for the period stood at € 210 million, in line with the figure of € 211 million recorded
in 2012. Net income was positively influenced by fiscal incentives related to past investments and also by the
cancellation of provisions for taxes payable, recorded in previous years, as the underlying risks ceased to exist.
Net income also reflects a lower effective tax rate resulting from the reduction in corporate tax rate approved
for 2014, impacting deferred taxes in 2013.
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4th Quarter 2013 vs. 3rd Quarter 2013

After a third quarter characterized by a summer slowdown in business and a reduction in output due to
planned production stoppages, the Group recorded healthy operating performance in the fourth quarter, with
turnover up by 3.2%

This performance was due essentially to an increase in the quantity of paper sold, up by approximately 9.2% to
around 410 thousand tons. The slower rate of contraction in paper consumption at the end of the year led to
an improvement in the order book. So despite the erosion in UWF paper prices, the Group achieved growth of
more than 7% in the value of sales.

In pulp business, after a robust sales volume in the third quarter, the Group recorded a drop in sales in the
final quarter; combined with the reduction in the BEKP price, this caused the value of sales to fall by
approximately 16%, The price index for BHKP pulp in Euros was down by 5.2% on the third quarter of the year.

In the energy sector, operating performance was fairly positive, with output up by 4%, thanks also to the
normalization of production after the annual maintenance stoppages which took place during the previous
quarters in Figueira da Foz and Setúbal. Nonetheless, power sales grew by only 2.2% in value, due to a
reduction in the average price for sales to the grid, caused by changes in the tariff system for power from cogeneration.

In this context, fourth quarter EBITDA totalled € 90.4 million and the EBITDA / Sales margin stood at 23%,
slightly up from that recorded in the previous quarter.

The Group recorded operating income of € 50 million, down by 15%.

5/14

2.

MARKET ANALYSIS

2.1 UWF Paper

Despite the continuing economic troubles in Europe, the pace of contraction in the UWF market slowed, and
demand is estimated to be down by 1.2% on the year. Consumption of cut size paper stabilized at 2012 levels,
which was better than expected, in view of the contraction of consumer and public spending observed in the
European economy.

After dipping to its lowest point for the year in August, the industry's order books recovered to comfortable
levels of approximately 3.5 weeks' capacity. In this context, the operating rate in the industry stood at an
average of approximately 89% for the year.

In the US, UWF consumption was also down by 1.8% on the previous year, after several years of substantially
faster contraction. As in Europe, US consumption of cut size paper performed rather better, recording growth
of around 1%, the first growth for six years.

In North Africa and the Middle East, key countries for the Group's business, the political and economic
situation remained unstable. This, combined with aggressive marketing by manufacturers from other regions,
made it extremely difficult to compete. In addition, European manufacturers are looking increasingly to place
sales outside Europe, due the low capacity utilization rate in the domestic market, and trends in the EUR/USD
exchange rate have further penalized the Group's sales in these regions.

The benchmark price index for UWF in the European market (PIX Copy b) was down by an average of 1.9%
over the year, and the Group's gross price for cut-size products in Europe was eroded by around 1.5%. This
was due to the pressure of quality downgrading which was again observed in 2013 in Europe (a market to
which the Group is exposed due to its rich mix in premium products), and to the general pressure on prices.

In this context, the Group's performance presents a reduction in the value of paper sales of around 4%, despite
the modest increase achieved in the sales volume. In the fourth quarter, the Group achieved growth in its sales
volume of around 3% in relation to the same period in 2012, recording its highest ever sales volume for the 4th
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quarter.

Penetration of non-European markets continued to grow in 2013, with an increase in the sales volume and
sales to a further 5 countries, bringing the total up to 118.

Sales of own brands continue to grow as a proportion of total sales of sheeted products, the mainstay of the
Group's business, up by three percentage points. In particular, the Navigator brand recorded 3% growth in its
European sales, once again demonstrating the strength of the brand and its resilience in the face of troubled
market conditions.

In terms of logistical costs, Portucel continued to implement cost-cutting measures, a significant factor in the
Group's ability to compete on international markets. In 2013 the Group turned around the upward trend in
costs, with an overall reduction in relation to 2012 of more than € 4 million, thanks to streamlining of
resources used and the use of more efficient logistical solutions in each geographical region, without affecting
customer service standards.
.

2.2 PULP

Despite the general slowdown in the pulp market, which started in the third quarter of 2013 and continued
throughout the last one, the year was positive overall in terms of global demand. According to figures for 2013
released by PPPC W-20, total consumption stood at 44.6 million tons, representing an increase of 1.1 million
tons (2.5%) in relation to 2012. Of all pulp segments, BEKP recorded the best performance, with total
consumption of 15.7 million tons, representing an increase of 844 thousand tons (5.6%).

This positive performance was made possible once again by the strength of the Chinese market, which
positioned itself as the market with the greatest growth in volume. China accounted for consumption of 10.4
million tons, up by 468 thousand tons (4.6%) on the previous year, and BEKP pulp again recorded outstanding
performance, with consumption at 3.6 million tons, representing growth of 674 thousand tons (23%).
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A degree of downwards adjustment was observed in the second half in BEKP prices. After peaking in June,
when the benchmark PIX index reached USD 820 CIF Europe, pulp prices reflected the weakness against the
USD of the currencies of leading producers of short fibre pulp, from countries in Latin America and from
Indonesia, where local manufacturers consequently feel less pressure from the level of USD prices. Even so,
the fall in the PIX index was more modest than some forecasts had suggested, and the index tended to
stabilize at around USD 770 in the fourth quarter.

Still, with the balance of supply and demand favouring long fibre manufacturers and the delay in start-up of
new short fibre, mainly BEKP, production projects, price rises were announced at the end of the year.

Evolução Mensal do Preço PIX Europa - BHKP
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In this environment, the Group's BEKP pulp sales were up by around 17% on sales in the previous year.

BEKP pulp sales by paper segments show that 60% of the sales volume is placed with the special papers
segment, which undoubtedly offers the greatest value added and where the Group continues to lead the
market.

Sales by geographical regions show that, despite the difficult business environment, the Group once again sold
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a very high percentage to European markets (85%).

3.

DEVELOPMENT

The integrated forestry, cellulose pulp and energy project that Portucel has been developing in Mozambique is
moving on to a new phase, thanks to the encouraging results from the initial trial period.

Preparations for the new phase included the decision to proceed with the ESIA (Environmental and Social
Impact Assessment), in line with the strictest international standards. Work on the provisional report is
nearing completion, and will be followed by the public consultation process and then approval by the
Mozambican authorities.

In order to support this work, improve the sustainability of its forestry operations, plan and develop projects to
include local communities and to implement the respective investments and foster the business fabric
associated with the project, Portucel Moçambique has signed a consultancy contract with IFC, International
Finance Corporation, the World Bank institution working with the private sector.

This consultancy contract with IFC is the first step in a partnership which is intended to be long-term, and
which will make it possible to 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. The signing of this
contract reflects the Group's commitment to developing forestry plantations in Mozambique in keeping with
the toughest international standards on environmental and social issues.

In this context of inclusive development, particular attention was paid in 2013 to agricultural development for
the communities in the project area, with the planting of 78 hectares of demonstration fields of crops essential
to food security, such as corn, soya and beans. The demonstration fields are set to expand significantly in 2014.

The consultation process was also launched for the construction of the first 5 forest nursery facilities, to be set
up over phases through to 2016, with annual capacity of 30 million cloned saplings.
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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, once operating at full capacity, and at current market conditions, of
approximately 1000 million USD.

4.

FINANCIAL

The Group continues to demonstrate a healthy capacity to generate funds, maintaining a conservative debt
ratio, assuring it both financial flexibility and high levels of liquidity which will permit it to weather any
increased restrictions in the workings of the Portuguese financial system, should the need arise.

In 2013, Portucel reduced its interest-bearing net debt by € 56.6 million in relation to year-end 2012, and
distributed a total of € 201.4 million to its shareholders.

Over the course of the year, the Group also lengthened the maturity of its debt, in order to match it to the
characteristics of its assets. To this end, after repaying a bond issue of € 200 million, Portucel placed a further
bond issue with a value of € 350 on international markets, with a maturity of 7 years. This issue, initially
planned with a value of € 250 million, attracted strong interest from investors, and the initial amount was
accordingly increased by € 100 million.

As a result of these financial operations, the Group had € 524 million in cash and term deposits, as well as
unused credit facilities of around € 70 million.

Gross debt at the end of December stood at € 831.3 million, and debt maturing by the end of 2014 at € 59.7
million.

The financial autonomy ratio at the end of September stood at 52.4% and the Net Debt / EBITDA ratio was 0.9,
remaining at very conservative levels.
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5.

CAPITAL MARKETS

The financial year of 2013 proved to be fairly positive for the capital markets, with most stock exchanges
recording significant gains. In a low interest rate environment, with some signs of an economic recovery,
investors were again attracted to higher risk assets. The main indexes, both in Europe and the United States,
presented sizeable gains, including the FT30 (up 27.5%), the Dow Jones Industrial (up 26.5%) and the Frankfurt
index, Xetra Dax (up 25.5%). The Ibex 35 index, which had recorded an overall loss in 2012, closed the year up
21.4%. Although more modest than elsewhere, the Portuguese stock exchange recorded a total gain for the
year of 16%.

Share prices also performed well for the industry as a whole, with gains both for cellulose pulp manufacturers
and for paper manufacturers, in all global regions.

In this context, despite a degree of volatility, Portucel's shares presented a good performance in 2013, rising in
value by 27.6%. After a sharp rise in the first quarter, the share price adjusted downwards in the months that
followed, reaching its lowest level on 24 June. Shares then rallied in the second half, and ended the year at
2.91 €/share, close to their highest price for the year (2.954 € on 3 December). Trading got off to a flying start
in 2014, with Portucel shares breaking through the 3.00 € barrier at the first trading sessions of the year.

The liquidity of Portucel shares increased over the year, with average monthly trading up from 2012. Total
trading in 2013 stood at approximately 70 million, as compared to around 48 million in 2012 (adjusted for the
effect of a one-off transaction of approximately 25 million own shares).
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Portucel vs. Índices Europeus em 2013
(31/12/2012= 100)
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6.

OUTLOOK

The economic prospects in more developed markets have begun to show more positive signs, although factors
of uncertainty remain, meaning it is too early to consider that the troubles and imbalances experienced by the
world economy in recent years are definitively over. The emerging markets should benefit from this trend
although weaknesses still persist which may limit the development of these economies.

In the Euro Zone, the tentative economic recovery observed in recent months is expected to continue, albeit in
a limited way, unevenly spread between periphery and centre, thanks to the process of adjusting public and
private debt, and a still fragile banking system, causing problems in the funding of the economy.

In the United States, the recovery is stronger and more sustained, due to growth in domestic demand,
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 incentives already announced
by the US Federal Reserve.

In China, the economy is expected to remain strong, despite the limiting effects of more restrictive credit and
investment policies, which should result in a slight slowdown in economic growth.

In this context, the BEKP pulp market has proven fairly resilient, with growth in overall demand, and
particularly robust demand from China. In the near future, the market should continue to be supported by a
significant increase in production capacity for tissue papers and the closure and conversion of pulp mills, in
particular in China. However, a degree of uncertainty as to the future of 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 business environment is expected to remain difficult in 2014, although less
acutely so than in previous years, with the possibility that consumption may stabilize to an extent. Cut size
office paper, in particular, which has proved to be remarkably resilient, may record more positive
performance. The coming year is therefore expected to be more positive, supported by improving order books
in the paper industry.
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Strong pressure will continue to be felt from Asian manufacturers, and the tendency observed recently for
quality downgrading is expected to increase. The Group will continue to expand and consolidate its market,
repositioning its product mix on its traditional markets.

Setúbal, 29 January 2014
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