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STOCK DATA
Reuters code: RDM.MI
Bloomberg code: RM IM

Performance 1m 3m 12m
   Absolute -6.1% 19.2% 3.3%
   Relative -1.0% 16.4% 11.2%
12 months H/L: 0.28/0.17

SHAREHOLDER DATA
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Total No. of shares (mn): 378
Mkt Cap Ord (Eu mn): 94
Total Mkt Cap (Eu mn): 94
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Sound Cash Production
� Good margins confirmed in 3Q. Reno De Medici’s third quarter sales stood at Eu125.2mn,

+19.8% YoY (9M: Eu366.8mn, +15.1% YoY). Volumes increased by 5.6% YoY in the quarter,
reaching 701,000 tonnes (+10.6% YoY) in 9M. Thanks to positive operating leverage and an
average increase of 13.5% in product prices, Reno De Medici obtained a sound recovery in
profitability, replicating the good result obtained in 2Q. EBITDA stood at Eu10.0mn, or 8% of
sales (from 8.7% in 2Q and 6.2% in 1Q), showing 53% YoY growth. 9M EBITDA stood at Eu28.0mn
(+14% YoY). EBIT was Eu3.9mn in 3Q as depreciations were stable at Eu6mn. The company
reported a positive net result of Eu0.6mn, compared to a net loss of Eu2.8mn in 3Q09.

� Sale price increases are working well, but raw material prices remain an issue. In the first 9
months, Reno e Medici was able to pass on sizeable price increases. Since the beginning
of the year, the average selling price has gone from Eu492 in Q1 to Eu552 per tonne (the
9M average is Eu523). We estimate that 2011 will begin with an average price of
Eu560/tonne, which assuming volumes remain stable, would theoretically translate into
Eu25mn of extra EBITDA. This effect will be almost entirely offset by the sharp rise  which
started in 2Q and has continued. We estimate an overall negative effect of Eu15mn, which
combined with further energy inflation, will bring the actual EBITDA improvement down to
Eu4mn in 2011.

� Estimates revised upwards estimates 2010/2011. All in all, we have revised slightly upwards
our EBITDA from 39.1 to 39.6 mn in 2010 and from 43 to 43.7mn in 2011 (EPS +6.2%). For 2011,
we have raised our EBITDA forecast by Eu1mn and EPS by 3%. 

� Recovery underway. Reno De Medici is moving forward with a solid turnaround, although
visibility is still low due to the risk of further sharp increases in raw material and energy prices.
Market valuations are quite safe, with P/BV at 0.6x, especially given that the debt/EBITDA
ratio is expected to go down to 2.5x in 2011. We have raised our target price to Eu0.27 per
share, based on an EV/ROACE valuation on 2012 estimates. We confirm our NEUTRAL rating
on the stock.  

RENO DE MEDICI NEUTRAL
Price (Eu): 0.25
Target Price (Eu): 0.27

Reno de Medici- 12m Performance

Source: FactSet Partners

SECTOR: Industrial

Carlo Barracchia
phone: +39-02-77115.230
e-mail: cbarracchia@intermonte.it
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RENO DE MEDICI - KEY FIGURES 2008A 2009A 2010E 2011E 2012E 
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Good margins confirmed in 3Q thanks to cardboard price increase 

Reno De Medici’s third quarter sales stood at Eu125.2mn, +19.7% YoY (9M: Eu366.8mn, +15.1% YoY).
Volumes increased by 5.6% YoY in the quarter, reaching 701,000 tonnes (+10.6% YoY) in 9M. Order
volumes were above expectations: the slight growth in industrial demand in Europe appears to
have been caused by a rebuilding of stocks and, in certain countries, also by a pick-up in
consumption. Average cardboard sale prices rose 13.5% to Eu552/tonne; these sale price
increases have enabled the company to recuperate the considerable rise in the price of recycled
fibre registered in the first few months of the year. 

Energy prices showed a slightly upward tendency, driven by higher oil prices and, moreover, the
appreciation of the dollar, despite the fact that demand remains low. On the raw material front
on the other hand, recycled pulp prices have shown a strong inflationary trend since 1Q, due to
strong demand from the Far East. 

Thanks to positive operating leverage and an average increase  in product prices, Reno De
Medici obtained a sound recovery in profitability, replicating the good result obtained in 2Q.
EBITDA stood at Eu10.0mn, or 8% of sales (from 8.7% in 2Q and 6.2% in 1Q), showing 53% YoY
growth. 9M EBITDA stood at Eu28.0mn (+14% YoY). EBIT was Eu4mn in 3Q as depreciations were
stable at Eu6mn. The company reported a positive net result of Eu0.6mn, compared to a net loss
of Eu2.8mn in 3Q09.

Deleveraging: Eu7.6mn cash generated in the quarter helped reduce debt 

Reno De Medici generated Eu7.6mn cash in the quarter (Eu20.9mn in 9M) to bring net debt down
to Eu110mn. The cash was produced thanks a sound improvement in working capital
management, which moved from Eu80.5mn to Eu77.4mn (a Eu3mn improvement). 
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(Eu mn) Q1 09 A Q2 09 A Q3 09 A Q4 09A 09 A Q1 10 A Q2 2010 A Q3 10 A Q4 10 E 10E

Sales 108.4 105.7 104.5 109.5 428.1 115.1 126.5 125.2 134.1 500.9
Yoy Growth 4.7% -22.4% -12.4% 19.0% -5.1% 6.2% 19.7% 19.8% 22.4% 17.0%
Volumes 210.0 209.0 215.0 230.0 864.0 234.0 240.0 227.0 240.8 941.8
Yoy Growth -2.8% 11.4% 14.8% 5.6% 6.1% 9.0%
Average Selling Price 0.516 0.506 0.486 0.476 0.5 0.492 0.527 0.552 0.557 0.532

Other Revenues 4.2 5.1 5.1 5.0 19.3 4.5 3.1 2.8 2.9 13.3

Cost of Raw Materials & Services -84.3 -80.6 -83.2 -85.5 -333.6 -91.8 -97.2 -97.2 -103.9 -390.0
-77.8% -76.2% -79.6% -78.1% -77.9% -79.8% -76.8% -77.6% -77.5% -77.9%

Labour Costs -18.4 -19.6 20.7 -20.6 -76.9 -19.3 -20.3 -19.7 -20.0 -79.3

Other Operating -1.2 -1.1 1.9 -1.9 -5.8 -1.4 -1.1 -1.2 -1.4 -5.2

EBITDA ADJ 8.6 9.4 6.5 6.5 31.0 7.1 11.0 10.0 11.6 39.6
Margin % 8.0% 8.9% -6.2% 5.9% 7.2% 6.2% 8.7% 8.0% 8.7% 7.9%
Yoy Growth -22.5% -18.0% 16.8% 53.1% 78.8% 27.8%
Depreciations -6.4 -6.4 -7.1 -6.7 -26.7 -6.7 -6.7 -6.1 -7.0 -26.5
Right offs 0.0 -0.5 0.0 -0.1 -0.6 0.0 0.0 0.0 0.0 0.0
EBIT 2.3 2.5 -0.6 -0.3 3.8 0.3 4.3 3.9 4.7 13.1

Financials -2.5 -1.9 -2.1 -2.6 -9.1 -1.9 -0.8 -2.7 -2.3 -7.7

Pre Tax -0.2 0.6 -2.7 -3.0 -5.3 -1.6 3.5 1.2 2.4 5.4
Taxes -0.8 -0.3 0.0 -0.2 -1.3 -0.3 -0.7 -0.5 -0.7 -2.2

Minorities -0.1 -0.1 -0.1 -0.1 -0.4 -0.2 -0.2 -0.1 -0.2 -0.7
Net Result -1.1 0.3 -2.8 -3.3 -6.9 -2.1 2.6 0.6 1.5 2.5

Source: Intermonte SIM

Reno De Medici - Q3 2010 Results



Outlook for operations 

Reno De Medici announced a new price increase. The company made the following statement
regarding the market outlook in its financial statements: 

“Trends in sales prices and the main cost items, but above all the high order backlog held by
Group companies, allow us to expect to see a positive fourth quarter and one that is in line with
the previous quarters. The recently announced increase in sales prices for deliveries from 15
October should neutralise any additional increases in the cost of certain types of recycled fibre,
while energy costs appear stable. As a consequence, projected results for the whole of 2010
appear positive in terms of both revenues and earnings and represent a considerable
improvement over the previous year. It is though complex to make a forecast for the long term as
this is closely linked to the level of demand at European level”.

Sale prices increases are working well, but raw material prices remain an issue 

In the first 9 months, Reno De Medici was able to pass substantial price increase onto clients. As
shown in the table below, the average selling price of cardboard went from Eu476/tonne in 4Q09
to Eu552 last quarter, a Eu35 or 9% increase. RdM achieved a Eu70/tonne improvement YoY and
a Eu25/tonne QoQ improvement. 

The effect of higher selling prices on EBITDA was about Eu15mn on year-on-year basis in 3Q. This
effect will be even stronger in 4Q, as the comparison will be easier: the average selling price
should be Eu80 higher, leading to Eu18.6mn of extra EBITDA. The entry point in 2011 will be above
Eu560 per tonne (without factoring in any new increases), compared to an expected 2010
average of Eu530.

Part of the price increases have been set by all the main players in the industry in order to offset
a new wave of strong raw material price increases this year. The main raw material used by Reno
De Medici is recycled cardboard. In 2010, recycled paper materials started to rise due to new
demand from the Far East, with continued sequential increases through 3Q.
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Q1 09 A Q2 09 A Q3 09 A Q4 09A Q1 10 A Q2 10 A Q3 10 A Q4 10 E

Avg. selling price (Eu per tonn.) 516 506 486 476 492 527 552 557
Delta Price (Eu per Tonnes) -20 -32 -35 50 -24 21 66 81
Impact on Ebitda (mn Eu) -4.2 -6.7 -7.5 11.5 -20.9 4.9 15.7 18.4

Source: Intermonte SIM

Reno De Medici - Sensitivity

NFP Evolution

Source: Intermonte SIM Estimates

80

130

180

230

280

03A 04A 05A 06A 07A 08A 09A Q210A Q3 10A



Therefore, as we have seen in the case of the selling price of finished cardboard products, the
entry point of raw material costs will be much higher in 2011 than the average price in 2010. 

We are estimating a further increase in raw material prices of around 8% to Eu230/tonne in 2011.
As for energy costs, we are only incorporating a slight increase. As a result, our FY10 EBITDA
estimate is now Eu39.6mn, implying Eu11.6mn in 4Q. For 2011, we estimate sales will grow 6%,
thanks mainly to a 4% increase in the average cardboard product sale price to Eu560 per tonne.
We assume that depreciations and interest charges will be flat in 2011, allowing operating
leverage to bring net profit up from Eu2.5mn to Eu5.5mn. 
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(Eu mn) 2007A 2008A 2009A 2010E 2011E 2012E 

Sales 342.5 451.1 428.1 500.9 541.4 552.3
YoY growth 9.1% 31.7% -5.1% 17.0% 8.1% 2.0%

EBITDA Adj 29.6 19.1 31.0 39.6 43.7 45.5
Ebitda margin 8.7% 4.2% 7.2% 7.9% 8.1% 8.2%

Total D&A (19.0) (26.7) (27.3) (26.5) (27.3) (28.3)
EBIT Adj. 10.6 -7.6 3.8 13.1 16.4 17.2
Ebit margin 3.1% -1.7% 0.9% 2.6% 3.0% 3.1%
Net financ. & Partecip. (7.6) (11.7) (9.1) (7.7) (7.0) (6.0)

Pre tax profit 3.0 1.9 -5.3 5.4 9.4 11.2
Taxes 0.8 (2.1) (1.3) (2.2) (2.8) (2.8)
Tax Rate nm -81.0% 24.6% -40.4% -29.5% -25.3%
Minorities & Discontinued Operations (2.4) (7.0) (0.4) (0.7) (1.2) (1.6)

Group Net Profit 1.4 -6.4 -6.9 2.5 5.5 6.8

Source: Intermonte SIM 

Reno De Medici - P&L

Raw Materials Increase

Source: Company Presentation
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Deleverage on the way

Thanks a constant improvement in working capital management, Reno De Medici has been able
to continue to reduce its debt. We expect a net financial position of Eu-114 mn at the end of this
year and Eu-110mn for YE2011. The debt/EBITDA ratio is now estimated at a safer 2.8x in 2010 and
2.5x in 2011. 
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(Eu mn) 2007A 2008A 2009A 2010E 2011E 2012E 

Net Income 1.7 -6.2 -6.5 3.2 6.7 8.4
Depreciation and Amortization 18.4 25.0 26.7 26.5 27.3 28.3
Other non-cash items 0.0 0.0 0.0 0.0 0.0 1.0
Gross Operating Cash Flow 20.1 18.8 20.2 29.7 34.0 36.7

Change in NWC 8.5 (18.4) 5.5 (0.2) (9.8) (3.4)
Capex (17.8) (16.9) (22.0) (13.0) (20.0) (23.1)
Change in financial assets 0.0 0.0 0.0 0.0 0.0 0.0
Acquisitions 0.0 0.0 (4.7) 0.0 0.0 0.0
Share Capital Increase 0.0 0.0 0.0 0.0 0.0 0.0
Dividends 0.0 0.0 0.0 0.0 0.0 0.0
Others 0.0 0.0 (1.0) 0.0 0.0 0.0

Net Cash Flow 10.8 (13.5) (2.0) 16.5 4.2 12.2

Initial Net Financial Position (126.6) (115.8) (129.3) (131.3) (114.8) (110.6)
Final Net Financial Position (115.8) (129.3) (131.3) (114.8) (110.6) (98.3)

Source: Intermonte SIM 

Reno De Medici - Cash Flow



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 today with 35% 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. Today Reno De Medici has an European
exposure, with Italy accounting for just 35% of sales.

As of today RdM has become the second largest cartonboard operator in Europe, after Mayr
Melnhof with an overall capacity above 800k ton. 
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A Pan-eEuropean Player 

Source: Company data
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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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Reno De Medici - Production Facilities

Source: CEPI Cartonboardstatistics and Company data.
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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: Company data 

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.

1967

1985

1986

1992

1995

1996

1997

1998

1999

2001

2005

2006

2008

2009



DISCLAIMER (for more details go to http://intermonte.it/ disclosures.asp)

IMPORTANT DISCLOSURES

The reproduction of the information, recommendations and research produced by Intermonte SIM contained herein and of any its parts is strictly prohibited. None of the contents of this document may be shared with third parties without
authorisation from Intermonte.

This report is directed exclusively at market professional and other institutional investors (Institutions)and is not for distribution to person other than “Institution” (“Non-Institution”), who should not rely on this material. Moreover, any investment or
service to which this report may relate will not be made available to Non-Institution.

The information and data in this report have been obtained from sources which we believe to be reliable, although the accuracy of these cannot be guaranteed by the Intermonte. In the event that there be any doubt as to their reliability, this
will be clearly indicated. The main purpose of the report is to offer up-to-date and accurate information in accordance with regulations in force covering “recommendations” and is not intended nor should it be construed as a solicitation to buy
or sell securities.

This disclaimer is constantly updated on Intermonte’s website www.intermonte.it under DISCLOSURES. Valuations and recommendations can be found in the text of the most recent research and/or reports on the companies in question.

ANALYST CERTIFICATION

For each company mentioned in this report the respective research analyst hereby certifies that all of the views expressed in this research report accurately reflect the analyst’s personal views about any or all of the subject issuer (s) or securities.
The analyst (s) also certify that no part of their compensation was, is or will be directly or indirectly related to the specific recommendation or view in this report. 

The analyst (s) responsible for preparing this research report receive(s) compensation that is based upon various factors, including Intermonte’s total profits, a portion of which is generated by Intermonte’s corporate finance activities, although
this is minimal in comparison to that generated by brokerage activities. 

Intermonte’s internal procedures and codes of conduct are aimed to ensure the impartiality of its financial analysts. The exchange of information between the Corporate Finance sector and the Research Department is prohibited, as is the
exchange of information between the latter and the proprietary equity desk in order to prevent conflicts of interest when recommendations are made.

GUIDE TO FUNDAMENTAL RESEARCH

Reports on all companies listed on the S&PMIB40 Index, most of those on the MIDEX Index and the main small caps (regular coverage) are published at least once per quarter to comment on results and important newsflow.

A draft copy of each report may be sent to the subject company for its information (without target price and/or recommendations), but unless expressly stated in the text of the report, no changes are made before it is published.

Explanation of our ratings system:

BUY: stock expected to outperform the market by over 25% over a 12 month period;

OUTPERFORM: stock expected to outperform the market by between 10% and 25% over a 12 month period;

NEUTRAL: stock performance expected at between +10% and – 10% compared to the market over a 12 month period ;

UNDERPERFORM: stock expected to underperform the market by between –10% and -25% over a 12 month period;

SELL: stock expected to underperform the market by over 25% over a 12 month period.

The stock price indicated is the reference price on the day prior to the publication of the report.

CURRENT INVESTMENT RESEARCH RATING DISTRIBUTIONS

Intermonte SIM is authorised by CONSOB to provide investment services and is listed at n° 246 in the register of brokerage firms.As at September 30th 2010 Intermonte’s Research Department covered 120 companies. 

Intermonte’s distribution of stock ratings is as follows:

BUY: 16.67%

OUTPERFORM: 39.17%

NEUTRAL: 32.99%

UNDERPERFORM: 9.17%

SELL: 1.67%

The distribution of stock ratings for companies which have received corporate finance services from Intermonte in the last 12 months (30 in total) is as follows: 

BUY: 30.0% 

OUTPERFORM: 13.33% 

NEUTRAL: 56.67% 

UNDERPERFORM: 0.00% 

SELL: 0.00%

CONFLICT OF INTEREST

In order to disclose its possible conflicts of interest Intermonte SIM states that: 

- within the last year, Intermonte SIM managed or co-managed/is managing or is co-managing (see companies indicated in bold type) an Institutional Offering of the securities of the following Companies: ENEL Green Power, TBS Group;

- Intermonte SIM is Specialist and/or Corporate Broker and/or Broker in charge of the share buy back activity of the following Companies: Biancamano, B&C Speakers, Buongiorno, Carraro, Cementir, Cogeme, Datalogic, DeA Capital, Digital
Bros, Dmail, EEMS, Eurotech, Fiera Milano, Fintel Energia Group, Gefran, IGD, IW Bank, Meridie, M&C Management e Capitali, Pierrel, QF Alpha Immobiliare, QF Beta Immobiliare, Reno de Medici,  Reply, Saes Getters, Servizi Italia, 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: Cattolica Assicurazioni.

DETAILS ON STOCK RECOMMENDATION

Stock RENO DE MEDICI
Current Recomm: NEUTRAL Previous Recomm: NEUTRAL
Current Target (Eu): 0.27 Previous Target (Eu): 0.25
Current Price (Eu): 0.25 Previous Price (Eu): 0.22
Date of Report: 25/11/10 Date of Last Report: 11/08/10
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It is a violation of national and international copyright laws to reproduce all or part of this publication by email, xerography, facsimile or any other means. The Copyright laws impose heavy liability for such infringement. The Reports of Intermonte
SIM are provided to its clients only. If you are not a client of Intermonte SIM and receive emailed, faxed or copied versions of the reports from a source other than Intermonte SIM you are violating the Copyright Laws. This document is not for
attribution in any publication, and you should not disseminate, distribute or copy this e-mail without the explicit written consent of Intermonte SIM.
INTERMONTE will take legal action against anybody transmitting/publishing its Research products  without its express authorization.
INTERMONTE Sim strongly believes its research product on Italian equities is a value added product and deserves to be adequately paid . 
Intermonte Sim sales representatives can be contacted to discuss terms and conditions to be supplied  the INTERMONTE research product.

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

Further information is available


