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Credible strategy, reasonable valuation

Suominen’s Ql-results were somewhat better than our estimates and a credible
strategy including Asian expansion guides the company to the right direction in our
opinion. Thus, we retain Suominen’s recommendation accumulate and raise target
price of reasonably valued share to 5.10 euro (prev. 4.35 euro).

Volume growth drove sales and results above the comparison figures and estimates

Suominen’s net sales grew 8.7 % to 112.9 MEUR in Q1, which beat also our estimate.
Growth was driven basically by volume as demand was favorable and the company
managed to gain market share. In addition, FX (weaker EUR/USD) had some 3 MEUR
positive impact on revenue in Q1 while price/mix -component remained intact. Growth
came mostly from North America, which is positive for the company after headwinds in
US in 2016. Suominen’s comparable EBIT increased 13 % y-on-y to 6.3 MEUR corres-
ponding to a reasonable 5.5 % EBIT-margin. Profitimprovement was driven by higher
sales and slightly improving gross-margin (Q1: 12.1 %), which derived most likely from
higher capacity utilization and correspondingly improving operational efficiency. Net
financial items dropped exceptionally low as the company activated interest related to
Bethune investment to the balance sheet and also tax rate of 31 % was low for
Suominen. Thus, reported EPS of 0.08 euro went clearly above our estimates.

Guidance intact even if start-up in Bethune is some weeks late

Suominen retained its guidance for FY’17 in Q117 report as we expected. Thus,
Suominen expects that its net sales will improve in 2017 from year 2016 (2016: 416.9
MEUR) and comparable EBIT (2016: 25.9 MEUR) will improve in 2017 from year 2016,
provided that the new production line at the Bethune plant will be started up as
planned. However, negative news was that the start-up is late in Bethune due to
technical problems, which require certain modifications in the machinery. Now the
company expects to begin deliveries to customers in Q2 (previously in Q1). Otherwise
market demand seems to remain healthy and competition intense at least in certain
segments (European babycare and flushables). Raw material prices are picking-up,
which will cause margin pressure at least during the summer. Given this market
framework and delayed start-up we are somewhat worried about short term profit
outlook despite positive Q1. However, the company’s new strategy somewhat
increased our belief on Suominen’s medium term profit growth outlook even if our
estimates are still clearly below Suominen’s aggressive target levels (2017-2017 6 %
p.a sales CARG, on average 15 % ROI-%). We made only minor adjustments in our
estimates after the Q1-report.

TSR outlook is still cautiously attractive

Suominen’s P/E-ratios based on our estimates are 15x ja 14x (includes hybrid bond
conversion in 2018) while corresponding EV/EBITDA-multiples are 6x and 5x.
Estimated dividend yields are around 3 %. The valuation is reasonable but upside
requires profit growth to realize. In addition, there could be significant medium term
upside in aa positive scenario (i.e the company reaches 600 MEUR sales and 10 %
EBIT % in 2021). This attracts to keep shares as short term valuation is not alarming.
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Netsales EBIT EBIT-% Pre-tax profit EPS DPS EV/S EV/ EV/ P/E Div.
EBITDA EBIT Yield

MEUR MEUR % MEUR EUR EUR (x) (x) () (X) %
2015 444 31,8 72 % 26,5 0,34 0,10 0,8 7,0 10,9 18,9 1,6 %
2016 417 25,6 6,1% 22,4 0,30 on 0,7 6,1 10,4 14,0 2,7 %
2017e 456 27,8 6.,1% 24,6 0,32 0,12 0,6 6,0 10,7 15,1 25%
2018e 488 33,5 6,9 % 30,0 0,35 0,13 0,6 49 8,2 13,7 31%
2019e 512 37,2 7,3 % 33,9 0,39 0,14 0,5 43 6,9 12,2 33%
MCAP, MEUR 246 Equity / share 2017e, EUR 2,97 CAGR EPS, 2016-2019, % 9,8 %
Net debt 2017e, MEUR 45 P/B 2017e 1,6 CAGR growth, 2016-2019, %  7,1%
EV, MEUR 291 Gearing 2017e, % 292 % ROE 2017e, % 11,0 %
Balance sheet total 2017e, MEUR 324 Equity ratio 2017e, % 47,4 % ROCE 2017e, % 7%


https://www.inderes.fi/videot/suominen-q1-tuloshaastattelussa-tj-nina-kopola
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The company returned to profit growth after difficult 2016

Sales grew in North America and in Europe

Suominen’s net sales grew 8.6 % to 112.9 MEUR in Q1, which
exceeded our estimates. Positive y-on-y development was
mainly due to high deliveries which reflected good demand but
also the company’s market share gain. On geographical basis
sales grew 9.6 % in US (some 4-5 % points FX tailwind) and 3.5
% Europe. This was positive news for the company as
headwinds that the company faced in historically very profitable
US market in 2016 seems to be easing out.

Reasonable profitability in Q1

Suominen reported comparable EBIT of 6.3 MEUR in Q1, which
corresponds to EBIT-margin of 5.4 %. EBIT beat our estimates
due to higher sales. Gross-margin improved slightly to 12.1 %

(Q116: 11.4 %) as higher volumes improved operational efficiency.
OPEX once again remained in control on absolute terms but
slightly increasing OPEX (1.1 MEUR y-on-y) reflects the
company’s growth efforts, which has required some investments
especially in R&D and sales&marketing.

Net financial items dropped exceptionally low as the company
activated interest expenses related to Bethune investment to its
balance sheet as IFRS requires and also tax rate of 31 % was low
for Suominen. Thus, reported EPS of 0.08 euro went clearly
above our estimates. Cash flow (Q1 cash flow from operations 6.1
MEUR vs. 9.1 MEUR in Q1'16) was supported by low paid taxes but
Q1tied NWC as usually. Gearing jumped back on the target range
(40-80 %) to 50 %, but the company’s financial position remained
solid in Q1 despite dividend payout.

Estimates Q1'16 Q1'17 Q1'17e Q1'17e Consensus Difference (%) 2017e
MEUR / EUR Comparison Actualized Inderes Consensus Low High Act. vs. Inderes Inderes
Net sales 103,9 12,9 109,6 3% 456
EBIT 5,5 6,3 5,9 5% 27,8
PTP 9,3 6,1 4,9 23 % 24,6
EPS (excl. NRIs) 0,07 0,08 0,06 28 % 0,32
Net sales growth-% -7,2 % 8,7 % 5,5% 3,2 %-yks. 9,4 %
EBIT-% (adjusted) 53% 5,5 % 5,4% 0,1 %-yks. 6,1%

Source: Inderes

Strategy did not include surprises, company aims to increase speed

High value added nonwovens remain at the core of the
strategy, Asia expansion is on radar in 2017-2021

As expected Suominen launched also a new strategy for the
strategy period of 2017-2021. Big guidelines remained intact as
high value added nonwovens and current main markets and
segments remain at the core of the strategy. Basically, the
company keeps on increasing share of high value added
products carrying higher gross-margins in product mix while
intensively competed baby care should gradually diminish in
relative terms. An advanced product portfolio reflecting
changing consumer needs should keep growth clearly ahead of
the market (3 % in Europe and North America). SGA control
remain sharp but the company is ready to invest in certain OPEX
items to drive growth.

During the new strategy period the company’s cornerstones are
business excellence (“best in business), R&D and product
innovation capability (“creating nonwovens that other cannot)
and personnel (“community of change makers”). With these
somewhat intangible but logical cornerstones Suominen aims to
6 % net sales CAGR and on average over 15 % ROI-% (prev. over
12 %) in 2017-2021. Gearing ratio target remains in the range of
40-80%. In addition, Suominen aims to distribute at least 30%
(prev. approximately 30 %) of its profit for the period in annual
dividends. Updated financial targets did not cause surprises as

the company had announced earlier that the targets will raise
significantly for the next strategy period.

As a new (but not unexpected) addition to the strategy
Suominen announced that the company will examine its
opportunities to expand its business to new market regions,
primarily to Asia. This could basically mean greenfield
investment or M&A, but we believe that the latter has become
primary option as M&A enables positive cash flows faster and
brings also new customers in the portfolio. Asia is the fastest
growing nonwoven market (around 7 % p.a) and expansion
would support Suominen’s global position, thus we took the
addition positively. However, the price/reward-ratio must be
right but the management seem to be very focused in this
sense.

We consider the strategy credible but financial targets
are challenging

In general, we argue the strategy guides the company to the
right direction and new guidelines somewhat increased our
belief in Suominen’s profit growth potential in medium term. In a
positive scenario (Suominen reaches 600 MEUR EBIT and 10 %
EBIT-% in 2021) upside could be significant for the share, which
is attracting even if our medium term estimates stay on the lower
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level. We will comment the strategy extensively after the
company’s CMD in May.

Guidance intact even if start-up in Bethune is some weeks late

Suominen retained its guidance for FY’17 as we expected. Thus,
Suominen expects that its net sales will improve in 2017 from
year 2016 (2016: 416.9 MEUR) and comparable EBIT (2016: 25.9
MEUR) will improve in 2017 from year 2016, provided that the
new production line at the Bethune plant will be started up as
planned. However, negative news was that the start-up is late in
Bethune due to technical problems deriving from the machinery
supplier. Certain modifications in the machinery is required,
which delay the start-up and commissioning of the machine few
weeks. Currently the company expects to begin deliveries to the
customers in Q2 (previously in Q1). Therefore, depreciation
begins most likely from Q3 onwards. The management
remained confident the machine will manage to manufacture
planned amount in volumes in 2017 despite the delay (some
start-up preparation can be done in the most challenging parts
of the process during waiting time, which could make the start-
up curve steeper) but we are argue risks in this sense have
grown up.
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Otherwise market demand seems to remain healthy and
competition intense at least in certain segments (European
babycare and flushables). However, raw material prices (pulp,
viscose and polypropene) are picking-up, which will cause
margin pressure during the summer as there is certain lag in
when raw material price increases can be transferred to the
sales prices. In addition, we are somewhat worried about the
company’s capability to pass cost inflation quickly to prices in
the current competitive environment even if there should be
pass through clauses in the segments (i.e babycare) where
competition is the most intense and pricing power weakest.
Given this market framework and delayed start-up in Bethune,
Suominen’s short term profit outlook remains fairly uncertain in
our option despite positive Q1. The company’s new strategy
somewhat increased our belief on Suominen medium term profit
growth outlook even if our estimates are still clearly below
Suominen’s aggressive target levels (2017-2017 6 % p.a. sales
CARG, on average 15 % ROI-%). However, we made only minor
adjustments in our estimates after the Q1-report despite certain
short term negative and medium term positive risks.

Estimate revisions 2017e 2017e Change
MEUR / EUR old New %
Net sales 451 456 1%
EBITDA 49,9 48,9 2%
EBIT (exc. NRIs) 28,4 27,8 2%
EBIT 28,4 27,8 2%
PTP 24,4 24,6 1%
EPS (excl. NRIs) 0,31 0,32 2%
DPS 0,12 0,12 0 %

Source: Inderes

2018e 2018e Change 2019e 2019e Change
Old New % Old New %
482 488 1% 501 512 2%
56,2 55,7 -1% 57,5 59,4 3%
32,8 885 2% 35,0 37,2 6 %
32,8 33,5 2% 35,0 37,2 6 %
29,2 30,0 3% 31,7 33,9 7%
0,32 0,35 7% 0,35 0,39 12 %
0,13 0,13 0% 0,14 0,14 0%
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Valuation remains reasonable

Realization of upside requires profit growth in 2017 and
in 2018

Suominen’s P/E-ratios based on our estimates for FY’17 and
FY’18 (the latter includes increase in number of share resulting
from hybrid bond conversion in 2018) are 15x and 14x while
corresponding EV/EBITDA-ratios are 6x and 5x. Multiples have
expanded recently and 2017 figures are on historical levels while
profit growth pushes 2018 multiples below historical medians.
We also expect the company to keep its DPS on a slight uphill
track in the next years and should offer dividend yield in the
range of around 3 % for the current share price. Altogether, we
argue that the valuation remains fairly reasonable despite recent
share price appreciation. Relatively Suominen is clearly

SUOMINEN
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undervalued compared to the peer group but this is only a
secondary metric to us as the peer group is very loosely related
to Suominen.

To realize estimated upside, the company must stay on track for
growth and on the profit growth path in 2017 and especially in
2018. In addition, we remind there could be significant medium
term upside in the share in a positive scenario (i.e. the company
reaches 600 MEUR sales and 10 % EBIT % in 2021), which
attracts to keep the shares so far as short term valuation has not
gone out of borders.

MCAP EV EV/EBIT EV/EBITDA EV/Sales P/E Dividend yield-% P/B
Company MEUR MEUR 2017e 2018e 2017e 2018e 2017e 2018e 2017e 2018e 2017e 2018e 2017e
Suominen 242 308 10,4 8,7 B 4,8 0,6 0,5 171 14,7 2,5 2,8 17
Huhtamaki 3677 4406 14,5 131 10,2 9,2 1,4 1,3 17,5 15,7 2,4 2,7 2,8
Duni 624 683 13,0 13,0 10,2 9,7 1,5 1,5 16,1 15,1 41 4,3 2,3
Sealed Air 8022 1679 14,1 131 10,8 10,2 1,9 1,8 16,6 14,9 1,4 17 9,4
Riverstone 422 400 183 121 10,7 ©.8) 2,5 2,2 16,6 15,4 2,4 2,5
Pegas 287 449 16,1 15,1 10,1 9,5 21 2,0 14,3 12,2 41 4,4
Halyard 1666 2092 13,8 12,3 10,7 9,8 1,4 1,3 211 19,2 1,6
Suominen (Inderes) 246 291 10,7 8,2 6,0 4,9 0,6 0,6 15,1 13,7 2,5 3.1 1,6
Average 13,6 12,5 9,8 9,0 1,6 1,5 17,0 15,3 2,8 31 3,6
Median 13,8 13,0 10,2 9,7 1,5 1,5 16,6 15,1 2,5 2,7 2,3
Premium/discount -% vs. mediaan -23% -37% -41 % 49 % -58% -61% -9 % -9 % 2% 1% -31%

Source: Bloomberg / Inderes. Notification: Inderes' MCAP does notinclude treasury shares



Income statement and quarterly estimates

Quarterly earnings
Net sales
Nonwovens
EBITDA
Depreciation

EBIT (excl. NRI)
EBIT

Nonwovens

NRI

Net financial items
PTP

Taxes

Minority interest
Net earnings

EPS (adj.)

EPS (rep.)

Key figures

Revenue growth-%
Adjusted revenue growth-%
EBITDA-%

Adjusted operating profit-%
Net profit-%

Source: Inderes

2015 Q116 Q216
444,0 103,9 108,8
4440  103,9 108,8
49,5 10,1 13,2
17,7 -4,6 4,5
31,3 55 87
31,8 55 87
31,8 55 8,7
0,0 0,0 0,0
53 0,2 1,0
26,5 53 7,7
9,5 1,9 2,5
0,0 0,0 0,0
17,0 34 53
0,07 0,07 0,10
0,07 0,01 0,02
2015 Q116 Q216
10,5% -72% -3,6%
16,5% -241% -12,8%
1% 9,8 % 12,1%
70% 53% 8,0 %
38% 33% 48%

Netsalesand EBIT-%

120

Q3'16
103,8
103,8

12,6
-4,7
7,9
7,9
79
0,0
-0,8
7,0
-2
-0.1
49
0,09
0,02

Q3'16
-9,7 %
-19,5 %
12,1%
7.6 %
4,7 %

15

110

Q16 Q2'16 Q316
mmmm Net sales

Source: Inderes

Q416 Q17 Q2'17e  Q317e

e Adjusted operating profit-%

“Geographical distribution of netsales

EEurope M Americas M Finland

Source: Inderes

Other

Q4"17e

Q416
100,4
100,4

82
46
3,5
35
35
0,0
-11
24
0.8
0,0
16
0,03
0,01

Q416
-3,7%
-17,4 %
8,1%
35%
1,6 %

2016 Q117 Q27e Q3'17e Q4'17e
416,9 12,9 116,5 115,2 1mM,4
416,9 12,9 16,5 1152 1.4
441 10,9 14,5 13,3 10,2
-18,5 -4,7 -5,5 -5,5 -5,5
25,6 6,3 9,0 7.8 47
25,6 6,3 9,0 7.8 47
25,6 6,3 9,0 7.8 4,7
0,0 0,0 0,0 0,0 0,0
-3,2 -0,2 -1,0 -1,0 -1,0
224 6,1 8,0 6,8 3,7
7,2 -1,9 -2,7 -2,4 -1.3
0,0 0,0 0,0 0,0 0,0
15,2 42 53 44 24
0,30 0,08 0,10 0,09 0,05
0,06 0,02 0,02 0,02 0,01
2016 Q117 Q2'17e Q3'17e Q4'17e
-6,1% 8,7% 7,0 % 1,0 % 11,0 %
-18,2 % 12,9 % 3,9% -1.3 % 34,8 %
10,6 % 9,7% 12,5 % 1,5 % 9,2 %
6,1% 55% 7.7% 6,8 % 43 %
3,6 % 3.8% 45% 3.8% 22%

SUOMINEN
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2017e 2018e 2019e
456,0 487,9 512,3
456,0 487,9 512,3
48,9 55,7 59,4
-21,2 =222 -22/1
27,8 33,5 37,2
27,8 335 37,2
278 33,5 372
0,0 0,0 0,0
-3,2 =55 =&3
246 30,0 339
-8.3 -9,9 -1,2
0,0 0,0 0,0
16,4 20,1 22,7
0,32 0,35 0,39
0,32 0,39 0,39
2017e 2018e 2019e
9,4 % 7,0 % 5,0 %
85% 20,6 % 1.1%
10,7 % 1,4 % 1,6 %
6,1% 6,9 % 7.3 %
36 % 4.1% 4,4%

Quarterly EBIT development

Q2

m 2016 m2017e

Source: Inderes

End-use distributionofnetsales

B Baby wipes M Personal hygiene ™ Household

Source: Inderes

Industrial M Medical&Hygiene
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Valuation
Valuation 2012 2013 2014 2015 2016 2017e 2018e 2019e
Share price 1,75 2,40 4,00 6,20 4,14 4,77 4,77 4,77
MCAP 86 18 197 313 212 246 246 246
EV 183 194 243 354 277 291 275 255
P/E (adj.) 2593 17,9 17,7 18,9 14,0 15,1 13,7 12,2
P/E neg. 20,7 19,3 18,4 14,0 15,1 13,7 12,2
P/FCF 14 4.4 13,7 36,9 -9,1 8,8 10,0 8,3
P/B 0,9 1,5 1,8 2,5 15 1,6 15 1,3
P/S 0,2 0,3 0,5 0,7 0,5 0,5 0,5 0,5
EV/S 04 0,5 0,6 0,8 0,7 0,6 0,6 0,5
EV/EBITDA 6,0 53 52 7,0 6,1 6,0 4,9 4,3
EV/EBIT 14,2 8,6 7,8 10,9 10,4 10,7 8,2 6,9
Payout (%) 0,0 % 0,0 % 242 % 29,7% 371% 37,9% 374 % 357%
Dividend yield-% 0,0 % 0,0 % 1,3 % 1,6 % 2,7% 25% 3.1% 33%
Source: Inderes
P/E (adjusted) Dividendyield-%

35%

30%

2,5%

2,0%

15 %

1,0%

05%

0,0 %

2012 2013 2014 2015 2016 2017e 2018e 2019e 2012 2013 2014 2015 2016 20T7e 2018e 2019e
B P/E (adj) e Median 2012 - 2016 H Dividendyield-%

EV/EBIT EV/EBITDA

>

O A NWhHOUloO N WOWO

2012 2013 2014 2015 2016 2017e 2018e 2019e 2012 2013 2014 2015 2016  2017e 2018e 2019e

BN E\/EBIT === Median 2012 - 2016 BN EV/EBITDA === \Median 2012 - 2016

Earnings trend (rolling 12 months)

Developmentofnetsalesand profitability DevelopmentofEBIT and EBIT-%

500 8,0% 8,0%
450 - 70% 7.0%
400 >
6,0%
350  60% }
300 . 50%  50%
250 - 40 % 4,0 %
209 T 30% 30%
150 - 7
2,0% 2,0%
100 -~ §
50 . 10% 10%
0 0,0% o 0,0%
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KT F TGS F TG S g Eale F I EFSdeF g &
mmmm Netsales (LTM) e EBIT-% (LTM) N EB(T (LTM) e EBIT-% (LTM)
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Balance sheet and cash flow statement

Balance sheet

Assets (MEUR) 2014 2015 2016 2017e 2018e Liabilities (MEUR) 2014 2015 2016 2017e 2018e
Non-current assets 134,6 142,2 178,7 177,8 174,0 Equity 108,7 125,7 142,8 153,6 167,5
Goodwill 15,5 15,5 15,5 15,5 15,5 Share capital 11,9 1,9 1,9 1,9 1,9
Intangible assets 12,5 13,3 141 14,4 14,7 Retained earnings -46,9 66,4 76,5 87,3 101,2
Tangible assets 88,7 97,9 135,5 134,4 130,2 Shares repurchased 0,0 0,0 0,0 0,0 0,0
Associated companies 0,0 0,0 0,0 0,0 0,0 Revaluation reserve 0,0 0,0 0,0 0,0 0,0
Other investments 1,6 0,8 0,8 0,8 0,8 Other equity 143,8 47,4 54,4 54,4 54,4
Other non-current assets 10,8 10,2 9,4 9,4 9,4 Minorities 0,0 0,0 0,0 0,0 0,0
Deferred tax assets 5,5 4,5 3,4 3,4 3,4 Non-current debt 92,2 106,2 99,2 94,7 87,6
Current assets 130,0 149,6 136,9 146,0 160,9 Deferred tax liabilities 8,8 10,9 1,2 1,2 1,2
Inventories 32,4 32,6 42,6 351 37,6 Provisions 0,0 0,0 0,0 0,0 0,0
Other current assets 6,9 9,9 10,8 10,8 10,8 Long term debt 81,7 93,5 86,6 82,1 75,0
Receivables 52,3 51,5 53,9 59,0 63,1 Convertibles 0,0 0,0 0,0 0,0 0,0
Cash and equivalents 38,4 55,6 29,5 41,0 49,4 Other long term liabilities 17 1,8 14 14 1,4
Balance sheet total 264,6 291,8 315,6 323,8 3349 Current debt 63,7 59,9 73,6 75,6 79,8
Short term debt 3,3 3,4 79 3,8 3,0
Payables 60,1 56,5 65,4 71,5 76,5
Other current liabilities 0,2 0,0 0,3 0,3 0,3
Balance sheet total 264,6 291,8 315,6 323,8 3349

Developmentofbalance sheetkey figures
60% 120%

50%

40%

30%

20%

10%

0%

2013 2014 2015 2016 2017e 2018e 2019e

B Equity ratio-% (left) e Gearing-% (right)
Lahde: Inderes

DCF model

DCF model (MEUR) 2016 2017e 2018e 2019e 2020e 2021e 2022e 2023e 2024e 2025e 2026e TERM
EBIT (operating profit) 25,6 27,8 335 37,2 39,5 42,3 4,3 39,5 36,5 344 35,1

+ Depreciation 18,5 21,2 22,2 221 211 20,6 20,1 19,9 19,4 19,2 19,0

- Paid taxes -5,8 -8,3 -9,9 -1,2 -11,9 -12,9 -12,5 -12,0 -11,0 -10,3 -10,5

- Tax, financial expenses -1,0 -11 -1,2 -11 -11 -11 -1,1 -11 -11 -11 -11

+ Tax, financial income 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,1

- Change in working capital -4,3 8,6 -1,6 -1,2 -1,1 -11 -0,8 -0,9 -0,9 -0,9 -0,6
Operating cash flow 33,0 48,2 43,0 45,9 46,4 47,8 46,9 45,6 43,0 4,4 4,9

+ Change in other long-term liabilities -0,3 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0

,- Gross CAPEX -56,1 -20,3 -18,3 -16,3 -18,3 -18,3 -19,3 -17,3 -18,3 -18,3 -23,4

Free operating cash flow -23,4 27,9 24,7 29,6 28,1 29,5 27,6 28,3 24,7 23,1 18,5

+/- Other 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0

FCFF -23,4 27,9 24,7 29,6 28,1 29,5 27,6 28,3 24,7 231 18,5 3441
Discounted FCFF 26,6 21,9 24,3 21,5 21,0 18,3 17,4 141 12,3 9,2 170,3
Sum of FCFF present value 356,9 330,4 3085 2841 262,6 2416 223,3 2059 191,7 179,5 170,3
Debt free DCF 356,9

- Interesting bearing debt -94,5

+Cash and equivivalents 29,5 Cash flow distribution

-Minorities 0,0

-Dividend/capital return -5,6

Equity value DCF 286,3

2017&20216 _ 32%
Equity value DCF per share 5,54

WACC

Tax-% (WACC) 35,0 % 2022e-2026e - 20%
25,0 %

Target debt ratio (D/(D+E)

Costofdebt 6,0 %

Equity Beta 1,00

Market risk premium 4,75 % TERM _ 48%
Liquidity premium 1,00 %

Risk free interest rate 3,0%

Costof equity 8.8% W 2017¢2021e W2022e2026e M TERM
Average cost of capital (WACC) 7,5 %
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Summary
Income statement 2014 2015 2016 2017e 2018e Share based key figures 2014 2015 2016 2017e 2018e
Sales 401,8 4440 416,9 456,0 487,9 EPS 0,21 0,34 0,30 0,32 0,35
EBITDA 41,5 49,5 441 48,9 55,7 EPS (adj.) 0,23 0,33 0,30 0,32 0,35
EBITDA-% 10,3 n1 10,6 10,7 1,4 Oper. cash flow per share 0,85 0,61 0,64 0,93 0,74
EBIT 259 31,8 25,6 27,8 33,5 Book value per share 2,21 2,49 2,79 2,97 2,89
PTP 17,8 26,5 22,4 24,6 30,0 Dividend per share 0,01 0,02 on 0,12 0,13
Net earnings 5,0 17,0 15,2 16,4 20,1 Payout ratio (%) 24 30 37 38 37
Non-recurring items -1,0 0,5 0,0 0,0 0,0 Dividend yield (%) 1.3 1,6 2,7 25 27
Balance sheet 2014 2015 2016 2017e 2018e Key figures 2014 2015 2016 2017e 2018e
Balance sheet total 264,6 291,8 315,6 323,8 334,9 P/E 19,3 18,4 14,0 15,1 12,3
Equity 108,7 125,7 142,8 153,6 167,5 P/B 1,8 2,5 15 1,6 15
Goodwill 15,5 15,5 15,5 15,5 15,5 P/S 0,5 0,7 0,5 0,5 0,6
Interest-bearing debt 85,0 96,9 94,5 85,8 78,0 P/CF 47 10,2 6,4 51 6,4
EV/S 0,6 0,8 0,7 0,6 0,6
Cash flow 2014 2015 2016 2017e 2018e EV/EBITDA 59 7.2 6.3 6,0 4,9
EBITDA 41,5 49,5 441 48,9 55,7 EV/EBIT 9.4 11 10,8 10,5 8,2
Change in NWC 6,1 -7.9 -4,3 8,6 -1,6
Operating cash flow 41,7 30,7 33,0 48,2 43,0
Free cash flow 14,3 8,5 -23,4 27,9 24,7
Largest shareholders % of shares
Suominen supplies its industrial and retail customers with nonwovens products AC Invest two B.V 26,8%
worldwide. Suominen is the global market leader in nonwovens for wipes. The company Oy Etra Invest Ab 9,9%
employs around 600 people in Europe and in the Americas. Varma Mutual Pension Insurance Company 8,8%
limarinen Mutual Pension Insurance Company 6,4 %
Elo Pension Company 59%

Recommendation history, last 12 months

Paivamaara Suositus Tavoite Osakekurssi
23.10.2013 Lisaa 0,52 € 0,48 €
16.1.2014 Lisaa 0;551€ 0,49 €
30.1.2014 Lisaa 0,57 € 0,50 €
30.4.2014 Lisaa 0,65 € 0,58 €
27.5.2014 Lisaa 0,65 € 0,56 €
14.7.2014 Osta 0,70 € 0,58 €
21.7.2014 Osta 0,70 € 0,60 €
27.10.2014 Lisaa 0,72 € 0,64 €
13.11.2014 Lisaa 0,72 € 0,67 €
8.1.2015 Vahenna 0,82 € 0,88 €
2.2.2015 Lisaa 0,88 € 0,80 €
17.3.2015 Lisaa 1,00 € 0,95 €
28.4.2015 Lisaa 1,10 € 1,04 €
18.6.2015 Osta 1,10 € 0,90 €
20.7.2015 Lisaa 1,20 € 113 €
27.10.2015 Vahenna 1,20 € 1,19 €
12.11.2015 Vahenna 1,25 € 1,27 €
1.2.2016 Vahenna 1,05 € 1,07 €
17.3.2016 Lisaa 0,95 € 0,84 €
29.4.2016 Lisaa 4,50 € 403 €
29.6.2016 Lisaa 450 € 3,93 €
9.8.2016 Vahenna 4,80 € 458 €
21.9.2016 Lisaa 420 € 3,80 €
27.10.2016 Lisaa 460 € 434 €
1.2.2017 Lisaa 435 € 4,00 €
27.4.2017 Lisaa 5,10 € 477 €
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Disclaimer

Inderes Oy (henceforth Inderes) has produced this report for
customer’s private use. The information used in report is
gathered from publicly available information from various
sources deemed reliable. Inderes’s goal is to use reliable and
comprehensive information, but Inderes cannot guarantee that
the information represented is flawless. Possible contentions,
estimates or forecasts are based on the presenter’s point of
view. Inderes does not guarantee the content or the reliability of
the data. The primary information source of the report is
information published by the target company unless otherwise
mentioned. Inderes uses its own database for the financial
figures tables presented in the report unless otherwise
mentioned. Historical figures are based on numbers published
by the company and all future forecasts are Inderes’ analysts’
assessment.

Inderes or their employees shall not be held responsible for
investment decisions made by based on this report or other
damages (both direct and indirect damages) what usage of this
report might have caused. The information presented in this
report might change rapidly. Inderes does not commit to inform
for the possible changes in the information / contention of the
report.

This report has been produced for information purposes and the
report should not be taken as an investment advice, offer or
request to buy or sell a particular asset. The client should also
understand that the historical development is not a guarantee of
the future. When making investment decisions, client must base
their decisions on their own research and their own estimates on
the factors affecting the value of the investment object and also
to consider their own financial goals, financial status and when
necessary they shall use advisor. Customer is always
responsible for their own investment decisions and the possible
causes of them.

The recommendations and target prices of Inderes are
examined at least four times a year after company’s quarterly
reports. However, it is possible to change recommendation and /
or target price at any time it is necessary. The amount of
changes in recommendations or target prices is not limited.
Recommendations of Inderes are divided in the following
categories and given based on the estimated upside potential of
the share in the next 6 months. Note that possible dividends are
also included in the potential.

Recommendation Upside potential*

Buy >15 %
Accumulate 5-15%
Reduce 5-5%
Sell <-5%

Potential regarding to 12 month target price

No one is allowed to modify this report, copy it or to distribute it
with third parties without written agreement from Inderes. Any
parts of this report shall not be distributed or delivered in USA,
Canada or Japan or to residents of any these countries
mentioned above.

There also might be restrictions in legislations in other countries
about distributing this information and person who might be
under these restrictions shall consider the possible restrictions.
Inderes has signed an agreement that includes producing equity
research reports with the company that is a subject of this
report. More information about research disclaimers can be
found at www.inderes.fi/research-disclaimer.



