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Margin Improvement confirmed, Visibility still Low
� 2009 confirmed promised Ebitda recovery. Reno de Medici closed the year with sales of

Eu428mn, -5.1%.  Volumes sold were down 4% to 864,000 tons, with average sales prices
worsening by 1%. All in all, Reno de Medici managed to improve its adjusted EBITDA
significantly to Eu31mn, +64% YoY. Profitability returned to 7%, vs. the 4.2% posted in 2008.
Results were pretty much in line with our estimates of Eu31.3mn. 

� NFP almost stable yoy, after increased capex. The net financial position closed at Eu-
132.5mn, slightly worse than the Eu-130.8mn recorded in 2008 and our forecast of Eu-129mn.
Reno de Medici achieved a solid improvement in working capital, which led to the
generation of around Eu5mn in cash in 2009. CAPEX rose from Eu17mn to Eu20mn, while the
company invested Eu4.5mn for the acquisition of a minority stake in Manucor (22.7%), a
company that specialises in the production of plastic packaging.

� Outlook and our assumptions on 2010. Company’s guidance points to volumes basically
unchanged, while has been announced a price increase to offset further raw materials
hikes expected this year. We assume that volumes will remain basically flat at 834k tons,
while we incorporate a 7.5% increase in the price mix. Overall, we confirm our estimates for
EBITDA of Eu41.6mn, Eu10mn more than this year (+34% YoY). We estimate a further rise in
depreciation, which will bring EBIT to Eu14mn, which will lead to a lower net profit of
Eu4.7mn, vs. our previous estimate of Eu6.6mn (-20%).

� NEUTRAL confirmed, target price at Eu0.25. The company is still experiencing a difficult
situation in a sector in which structural overcapacity continues to be a problem. Visibility on a
further recovery in profitability therefore remains low, and in 2010 any improvement in this
area will basically depend on the price increase in cardboard being passed through to
customers. The reduction in the fixed costs structure and the ongoing optimisation of capacity
will help to create strong operating leverage for RdM in the coming years. We confirm our
target price, which is based on an average 2010/2011 EV/ROACE of Eu0.25 per share.

RENO DE MEDICI NEUTRAL
Price (Eu): 0.21
Target Price (Eu): 0.25

Reno de Medici - 12m Performance

Source: FactSet Partners

SECTOR: Industrial
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phone: +39-02-77115.230
e-mail: cbarracchia@intermonte.it

Italian Research Company Update Milan, March 15, 2010

Intermonte SIM S.p.A.   Milan 20122 (Italy) - Corso Vittorio Emanuele II, 9 - phone: +39-02-77115.1   fax: +39-02-77115.300
New York (USA) - Sales contacts: JPP Eurosecurities, 595 Madison Avenue, 10022 - phone: +1 (212) 521 6718 



2

RENO DE MEDICI - KEY FIGURES 2007A 2008A 2009A 2010E 2011E 
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FY09 results confirm promised EBITDA recovery
Reno de Medici closed the year with sales of Eu428mn, -5.1%.  Volumes sold were down 4% to
864,000 tons, with average sales prices worsening by 1%.  

Sales and volumes figures did not use the same consolidation base:  the Cascades assets were
consolidated in March 2008. Furthermore, Reno de Medici downsized its production capacity,
concentrating manufacturing activities in the more efficient factories. 

2009 has once again been characterised by improvements in the company’s profitability. The main
actions taken to reduce fixed costs included closing a production line in the Blendecques facility in
France at the end of 2008 and suspending production at the Marzabotto facility in Italy for the whole
of 2009; in addition, production was also brought to a temporary halt in certain other factories. 

Raw materials prices declined in the first part of the year, but increased rapidly as of the summer.
For the full year, there was a significant drop compared to the previous year. Energy prices,
especially for natural gas and electricity, fell significantly YoY.  All in all, Reno de Medici managed
to improve its adjusted EBITDA significantly to Eu31mn, +64% YoY. Profitability returned to 7%, vs. the
4.2% posted in 2008. Results were pretty much in line with our estimates of Eu31.3mn. EBIT stood at
Eu4mn, compared to the Eu-6.8mn (before badwill) recorded in 2008, but below our estimate of
Eu4.8mn due to higher depreciation. The company posted a net loss of Eu-7.2mn.

The net financial position closed at Eu-132.5mn, slightly worse than the Eu-130.8mn recorded in
2008 and our forecast of Eu-129mn. Reno de Medici achieved a solid improvement in working
capital, which led to the generation of around Eu5mn in cash in 2009. CAPEX rose from Eu17mn
to Eu20mn, while the company invested Eu4.5mn for the acquisition of a minority stake in Manucor
(22.7%), a company that specialises in the production of plastic packaging.

Looking at Q4 sales stood at 109.6mn, +19.2% yoy, Ebitda closed at 6.5mn vs 0.7mn in Q4 ’08 and
Ebit was slightly negative at -0.7mn vs a loss in 2008 of 8.7mn.
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(€ mn) 9M 08 A 9M 09 A Q4 2008 A Q4 2009 A 2008 2009

Sales 359.0 318.6 92.1 109.6 451.1 428.2
Volumes 675.0 637.0 214.0 227.0 889.0 864.0

0.532 0.500 0.430 0.483
Yoy Growth -11.3% 19.1% -5.1%

Other Revenues 4.2 14.3 6.6 6.1 10.8 20.4

Cost of Raw Materials & Services -286.9 -248.1 -70.3 -82.0 -357.2 -330.1
-79.9% -77.9% -76.4% -74.8% -79.2% -77.1%

Labour Costs -55.5 -56.3 -12.4 -20.7 -67.9 -77.0
Other Operating -2.7 -4.0 -2.7 -1.4 -5.4 -5.3

EBITDA ADJ 18.2 24.5 0.7 6.5 18.8 31.0
Margin % 5.1% 7.7% 0.7% 5.9% 4.2% 7.2%

Badwill 21.2 0.0 0.0 0.0 21.2 0.0
34.8%

EBITDA Recurring 39.4 24.5 0.7 6.5 40.1 31.0
Margin % 11.0% 7.7% 0.8% 5.9% 4.4% 7.2%
Yoy Growth 815.1% -32.0% -22.7%

Depreciations -14.5 -19.9 -9.4 -6.6 -23.9 -26.5
Right offs -1.7 -0.5 0.0 -0.6 -1.7 -0.6

EBIT 23.1 4.1 -8.7 -0.7 14.4 3.9

Financials -7.7 -6.4 -3.9 -2.6 -11.7 -9.1
Pre Tax 15.4 -2.3 -12.6 -2.8 2.7 -5.1
Other Items -2.1 0.0
Taxes -3.3 -1.1 1.2 -0.6 -2.1 -1.7

Yoy Growth
Net Result 9.9 -3.4 -11.4 -3.4 -5.4 -7.2

Source: Intermonte SIM estimates

Reno de Medici FY 2009 Results



Outlook for 2010, Price Announced to Offset Raw Materials Inflation. 
In the press release, the company’s guidance pointed to volumes remaining basically
unchanged. RdM has announced a price increase which is needed to offset further raw materials
hikes expected this year. 

“The market trend in early 2010 appears in line with that of 2009, with steady volumes even though
the overall macroeconomic context remains uncertain, also due to the volatility caused by the
continuing turbulence in financial markets. At the European level, the entire industry is marked by
structural overcapacity, which leads one to predict additional industrial rationalisation operations.
The Company has announced price increases, the effects of which should be fully effective
starting in the spring. On the other hand, prices of raw materials for pulp continue to rise. Energy
prices do not show significant changes. Despite reductions recorded in 2009, current average
prices could still be high in relation to the level of manufacturing activities for the main
industrialized economies.

Operators will tend to reduce inventories and, in the short term, this will expose the industry to the
negative impact of possible sudden increases. The outlook for 2010 is affected by high volatility due to
the general macroeconomic situation, the contraction on final consumption determined by reduction
of household disposable income, and the price of cellulosic materials, both virgin and recycled.”

Our Estimates for 2010 are Confirmed, we Forecast EBITDA of Eu41mn 
Following results we confirm our estimates for 2010. We assume that volumes will remain basically
flat at 834k tons, while we incorporate a 7.5% increase in the price mix (assuming that the
company will be able to pass the announced increase in cardboard prices on to customers), with
an average price of Eu554 per ton for the full year. The price increase will generate around
Eu30mn of additional EBITDA, which will be partially offset by the sharp increase in raw materials. 

As for energy costs, we do not expect any major increases, due to the fact that the company has
already acquired its needs for 2010. Overall, we confirm our estimates for EBITDA of Eu41.6mn,
Eu10mn more than this year (+34% YoY). 
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Ebitda Bridge

Source: based on RDM and Cascades 1H09 turnover

0.0

5.0

10.0

15.0

20.0

25.0

30.0

35.0

40.0

45.0

Ebitda
09

Other
Efficiencies  

Fixed
Cost  

SynergiesRaw
Materials 

Energy
Cost 

PriceVolumeEbitda
08 



We expect a further rise in depreciation, which will bring EBIT to Eu14mn. We estimate financial
charges will remain more or less flat, and taxes (the company should only pay Italian IRAP thanks
to carry-forward losses) should stay at the same level as in 2009. All in all, we estimate net profit of
Eu4.7mn, vs. our previous estimate of Eu6.6mn (-20%).

We expect the NFP to remain basically unchanged this year, moving from Eu-132mn to Eu-130mn.
We estimate an increase in CAPEX from Eu20mn to Eu25mn due to further investments to
modernise the company’s production capacity. As for working capital, we are only assuming
slight absorption, at Eu-5mn. 
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(€ mn) 2007A 2008A 2009A 2010E 2011E 

Sales 342.5 451.1 428.2 462.5 485.6
YoY growth 9.1% 31.7% -5.1% 8.0% 5.0%

EBITDA Adj 29.6 18.8 31.0 41.7 43.1
Ebitda margin 8.7% 4.2% 7.2% 9.0% 8.9%

Total D&A (19.0) (25.7) (27.1) (27.5) (28.3)
EBIT 10.6 -6.8 3.9 14.2 14.8
Ebit margin 3.1% -1.5% 0.9% 3.1% 3.0%
Net financials & Partecipations (7.6) (11.7) (9.1) (7.7) (7.5)

Pre tax profit 3.0 2.7 -5.1 6.5 7.3
Taxes 0.8 (2.1) (1.7) (1.5) (1.8)
Tax Rate nm -76.9% 32.9% -23.2% -24.9%
Minorities & Discontinued Operations (2.1) (6.8) 0.0 0.0 0.0
Group Net Profit 1.7 -6.1 -6.8 5.0 5.5

Source: Intermonte Sim

Reno de Medici P&L

(€ mn) 2007A 2008A 2009E 2010E 2011E

Net Income 1.7 -6.0 -6.8 5.0 5.5
Depreciation and Amortization 18.4 23.9 26.5 27.5 28.3
Other non-cash items 0.0 0.0 0.0 0.0 0.0
Gross Operating Cash Flow 20.1 17.9 19.7 32.5 33.8

Change in NWC 8.5 (18.4) 5.5 (5.1) (5.0)
Capex (17.8) (16.9) (19.6) (25.0) (18.8)
Change in financial assets 0.0 0.0 0.0 0.0 0.0
Acquisitions 0.0 0.0 (4.5) 0.0 0.0
Share Capital Increase 0.0 0.0 0.0 0.0 0.0
Dividends 0.0 0.0 0.0 0.0 0.0
Others 0.0 0.0 (1.3) 0.0 0.0

Net Cash Flow 10.8 (16.4) (0.2) 2.4 10.0

Initial Net Financial Position (126.6) (115.8) (132.2) (132.5) (130.1)
Final Net Financial Position (115.8) (132.2) (132.5) (130.1) (120.1)

Source: Intermonte SIM estimates

Rendo de Medici Cash Flow



NEUTRAL confirmed, target price Eu0.25. 
The company is still experiencing a difficult situation in a sector in which structural overcapacity
continues to be a problem. Visibility on a further recovery in profitability therefore remains low, and
in 2010 any improvement in this area will basically depend on the price increase in cardboard being
passed through to customers. The reduction in the fixed costs structure and the ongoing optimisation
of capacity will help to create strong operating leverage for RdM in the coming years.

We confirm our target price, which is based on an average 2010/2011 EV/ROACE of Eu0.25 per share.

Company in pills.
Reno De Medici is the leading Italian and second-ranked European producer of cartonboard
based on recycled material. It has a production capacity splitted among several mills in Italy,
Spain, France and Germany.

The different types of cartonboard that Reno De Medici produce targets all packaging and
binding applications. The Reno De Medici products are offered through different brands to meet
the customers requirements and to achieve a widespread presence in Italy, as well as abroad.

In 2008 RdM merged with Cascades European assets definitively approved. Following the deal,
Cascades became the leading shareholder with 30.6% of the capital. The transaction involved
the integration of two production facilities into the RDM Group, one in France and one in
Germany, as well as a cutting and distribution centre in England. The Canadian company
transferred its facilities in Blendecques (France), in Wednesbury (UK) and in Arnsberg (Germany)
for a total output of around 350,000 tonnes per year. 
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Section I – Transforming into an European Player 

Source: based on RDM and Cascades 1H09 turnover
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As of today RdM has become the second largest cartonboard operator in Europe, after Mayr
Melnhof with an overall capacity above 800k ton. 

The integration has allowed RDM to improve its competitive position and to have a better
geographical breakdown of sales: the weight of Italy dropped from 52% to 35%. The geographical
risk diversification with the two new Blendecques mills (165k tons of recycled WLC) and Arnsberg
(185k tons recycled WLC) should allow RDM to reduce the lead time (according

to the company 2 days less due to the positioning of mills closer to clients). Clients will be better
served, allowing strong savings. 
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Section I–Pan-European Market Presence 

Source: 
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European WLC consumption is around 3.5 million tons, mainly concentrated in the western countries
such as Germany, France, Italy and Spain. 



History in Brief
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Section I Milestones

Source: 

1967

1996

1998

2005
2006

2008

2009

Establishment of the Company Cartiera del Reno , based in Milan with production unit in
Marzabotto (Bologna) . Output capacityof 8,000 tons .

Acquisition of Ovaro , capacity32 ,000 tons.

Acquisition from Cartiera Binda de Medici of the Ciriè (Turin) plant, output 60 ,000 tons .
The Company changedname to Reno de Medici .
Equity holding in Grafiche Capretta , a converting firm with a potential output capacity of
15 ,000 tons .

Ovaro merged into Reno de Medici . Equity holding in Grafiche Capretta raised to 70 % .

Reno de Medici listed on the Milan stock exchange. Global output capacity up to 270 ,000 tons.

Reno de Medici and Saffa merge. The Company take the name Reno De Medici , acquiring the
Bianchi Saffapack converting division, Saffa Immobiliare , Italmatch, a number of smaller holdings
and a controlling interest in Sarrio’ (Spain) .

Reno De Medici merged with Sarrio’ , the main holding of the former Saffa , becoming Europe's
second largest maker of mainly recycled cardboardwith an output capacityof over 950 ,000 tons
and a market share in Europe of around 20 % .

The company Grafiche Capretta merged with Bianchi Saffapack , changing name to
Europoligrafico and becoming Italy's leading paper- transformation firm with 4 production units
and an output capacityof 60 ,000 tons .

Acquisition of Aticarta with a paper mill in Pompei and a converting mill in Rovereto.

Non-core assets disposal and sale of the share capital owned in Europoligrafico and Aticarta.

Demerger of some real estate assets, through the creation and simultaneous listing of RDM
Realty.

Merger by incorporation of the European recycled cartonboard business of the Cascades Group .
Creation of a commercial joint -venture (Careo) for the sale of all kind of cartonboard both from
virgin and recycled fibres .

Acquisition of a minority stake in Manucor, the leading Italian plastic film producer.
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SHORT SALES: PROHIBITION REVOKED, WITH EXCEPTIONS

With resolution no. 17 078 dated 26/11/09, the National Commission for Companies and the Stock Market (CONSOB) has maintained the ban on short selling effective 1st December 2009, for only those companies
increasing their capital  on or before 30th November 2009. For these companies, the sale of shares must still be supported by both the availability and the ownership of the relevant securities until the completion of
the capital increase operation.
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- Intermonte SIM is Sponsor in accordance with the Italian Securities Markets regulations, with the related obligation of coverage and distribution of research, of the following Companies: Arkimedica, Biancamano,
Caleffi, Conafi, Omnia Network, Realty Vailog;

- Intermonte SIM is Specialist (Market Maker), Advisor, in accordance with the Italian Securities Markets regulations, with the related obligation of coverage and distribution of research, of the following Companies:
Arkimedica, Biancamano, B&C Speakers, Buongiorno, Cementir, Cogeme, Datalogic, DeA Capital, Digital Bros, Dmail, EEMS, Eurotech, Fiera Milano, Gefran, IGD, IW Bank, Kinexia, Kerself, M&C Management e
Capitali, Pierrel, Reno de Medici, Saes Getters, Servizi Italia, TAS, TBS Group, Ternienergia, Vittoria Assicurazioni, VR Way;

- Intermonte SIM SpA and its subsidiaries do not hold a stake of equal to or over 1% in any class of common equity securities of the subject company;

- Intermonte SIM SpA acts as Financial Advisor to the following companies: Fondiaria-Sai.

DETAILS ON STOCK RECOMMENDATION

Stock RENO DE MEDICI
Current Recomm: NEUTRAL Previous Recomm: NEUTRAL

Current Target (Eu): 0.25 Previous Target (Eu): 0.25

Current Price (Eu): 0.21 Previous Price (Eu): 0.24

Date of Report: 15/03/2010 Date of Last Report: 23/11/2009

INTERMONTE SIM is MIFID compliant - for our Best Execution Policy please check our Website www.intermonte.it/mifid 

Further information is available


