
MONDI PLC(JSE: MNP)
RECOMMENDATION: HOLD

Mondi PLC is a United Kingdom-based packaging and paper company. The company

provides packaging and paper solutions. Mondi manages forests and produces pulp,

paper and plastic films, and develops and manufactures industrial and consumer

packaging solutions. The company mainly operates through four segments:

corrugated packaging, flexible packaging, uncoated fine paper, and engineered

materials. Corrugated packaging comprises the containerboard, and corrugated

solutions operations. The flexible packaging segment includes Mondi’s kraft paper,

paper bags, and consumer flexibles operations. The uncoated fine paper segment

provides various types of products, including uncoated fine paper and newsprint.

Engineered materials comprises the company’s personal care components, extrusion

solutions and release liner operations.

FUNDAMENTAL/TECHNICAL OVERVIEW AND COMMENTS

Mondi released its financial results for 1H2020 during August 2020. Group revenue

was down to €3.45 billion (1H2019: €3.77 billion), and operating profit declined to

€518 million (1H2019: €679 million). Underlying EBITDA of €738 million for the half-

year ended 30 June 2020, was down 17% compared to the first half of 2019, and

down 3% compared to the second half of 2019. Basic earnings per share contracted

by 25% to 72 euro cents (1H2019: 95.8 euro cents).

The corrugated packaging segment reported a 7.3% decline in revenue to €969

million (1H2019: €1.05 billion). Containerboard sales volumes were up from the

comparable prior year period, while corrugated solutions achieved an overall volume

growth of 4% during 1H2020. Mondi reported a strengthening of demand during

March and early April 2020, as lockdown measures were implemented in Europe,

before softening towards the end of the first half. The height of the initial lockdown

period in Europe was characterised by strong demand in fast moving consumer

goods and e-commerce coupled with value chain stocking.

Revenue generated from the flexible packaging segment was down by a marginal 1%

to €1.38 billion (1H2019: €1.39 billion). Kraft paper sales volumes were up from the

prior year with an improved product mix. Paper bags sales volumes were up 2% from

the prior year. The drive to replace plastic-based packaging with paper-based

alternatives where possible, and consumer preferences for fibre-based primary

packaging continue to support demand across Mondi’s range of speciality kraft

papers and paper bags. Consumer flexibles performed strongly during the period,

benefiting from increased demand in fast moving consumer goods applications

driven by at home consumption, an improved product mix and pricing discipline.

During 1H2020 the uncoated fine paper segment’s revenue was down by 15% to

€774 million (1H2019: €913 million). Volumes were stable in the first quarter

compared to the prior year. Towards the end of the first quarter, Mondi saw a rapid

deterioration in its uncoated fine paper order book as the effects of the various

lockdown measures took hold, resulting in less professional, commercial and office

printing.

Engineered materials’ revenue decreased by 18.1% during 1H2020 to €424 million

(1H2019: €518 million). Mondi reported strong demand in consumer end-uses, in

particular food, hygiene and home care applications, as lockdown measures were

implemented in Europe and North America. These restrictions drove increased at

home consumption, and demand for cleaning and hygiene products during 1H2020.

In a trading update released during October 2020 regarding its 3Q2020 performance,

Mondi reported a 20% decline in underlying EBITDA to €306 million (3Q2019: €383

million), as lower average selling prices and negative currency effects more than

offset lower costs. On 5 January 2021, Mondi released a statement regarding its

acquisition of Olmuksan, a Turkish corrugated packaging player. Mondi has agreed to

acquire 90.38% of the outstanding shares in Olmuksan from International Paper for a

total consideration of €66 million. The implied enterprise value on a 100% basis

would amount to around €88 million.

Despite the outbreak of the Covid-19 pandemic, Mondi managed to declare an

interim ordinary dividend of 19 euro cents (1H2019: 27.28 euro cents). The company

is trading at a forward P/E of 13.26, and a price to book of 2.47.
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SHARE INFORMATION

Share Code MNP

Industry Containers & Packaging

Sector Materials

Market Capital (ZAR m) 185 437

Current Price (ZAR) 387.09

Target Price 420.00

Price - 52 Week High: 396.98

Price - 52 Week Low: 230.15

Dividend Yield 2.65%

Beta 5 Year (JSE All Share) 0.66

VALUATION RATIOS **

Period P/E P/SALES EV/EBITDA

Last 12 Months 14.4x 1.5x 8.3x

Current Year Est 15.8x 1.5x 8.8x

Next Year Exp 13.5x 1.4x 8.0x

SHARE PRICE PERFORMANCE **



Old Oak

EQUITY REPORT 15 JANUARY 2021

PSG WEALTH OLD OAK | Ground Floor, White Oak Terraces, Old Oak Office Park, Edmar Street, Bellville, 7530  |  PO Box 4527, Tygervalley, 7536  |  Tel: +27 (21) 202 2712 |  Fax: +27 (21) 914 6239  |  Schalk.Louw @psg.co.za | www.psg.co.za/oldoak

___________________________________________________________________________________________________________________________________________________________________________________________________________________________________

PSG Wealth Financial Planning (Pty) Ltd is an authorised financial services provider. FSP 728.

Data provided by Thomson Reuters

Cash from operating activities contracted to €491 million (1H2019: €570

million).

The price to book ratio is at 2.47, one standard deviation below its mean

of 2.73.

Net Debt-to-Equity has followed a decreasing trend since June 2018.

Net profit margin declined to 10.11% during 1H2020 (1H2019: 12.3%).

The group reported a decline in ROE to 17.7% during 1H2020 (1H2019:

26.98%).

Mondi’s forward P/E is at 15.80, more than one standard deviation

above its long-term average of 12.34.
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Mondi’s products and solutions

Over the past three years, Mondi’s share price has outperformed its benchmark.

Source: Company Earnings Report

The outbreak of the Covid-19 pandemic , and the subsequent shift to online purchasing, assisted Mondi’s e-commerce packaging growth in Europe. While 

lockdown restrictions remain in place during the Covid-19 second wave, it is likely that the company will continue to see growth in this segment. 
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Disclaimer:

This publication has been issued by PSG Wealth Old Oak and does not represent the official PSG Wealth view. It is confidential and issued for the information of clients only. It shall not be reproduced in

whole or in part without our permission. Any unauthorized use, duplication, redistribution or disclosure is prohibited by law. This publication is not to be construed as providing investment services in any

jurisdiction where the provision of such services is not permitted. It is provided for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security, and we

have no responsibility whatsoever arising here from or in consequence hereof. The user assumes the entire risk of any use made of this publication. Any decision to purchase securities mentioned in this

publication must take into account existing public information on such security or any registered prospectus. The information contained herein has been obtained from sources which and persons whom we

believe to be reliable but is not guaranteed for accuracy, completeness or otherwise. Opinions and estimates constitute our judgement as of the date of this material and are subject to change without notice.

This publication does not attempt to identify the nature of the specific market or other risks associated with an investment. Leveraged /Geared positions in securities have the ability to accentuate the

profit/loss made on investments. Geared /Leveraged positions are not recommended based on the information contained in this publication. Securities, financial instruments or strategies mentioned herein

may not be suitable for all investors and investors must make their own investment decisions using their own independent advisers as they believe necessary and based upon their specific financial situations

and investment objectives. Certain investments/recommendations may have tax implications for private customers. Investors should seek advice from a tax advisor before acting on information contained in

this publication. The securities described herein are subject to fluctuation in price and/or value and investors may get back less than originally invested. Past performance is not indicative of future results.

The employees responsible for the production of this report may from time to time own securities mentioned herein.

Analyst Certification:

The research analyst who prepared this report certifies that the view expressed herein accurately reflect the research analyst’s personal views about the subject security and issuer and that no part of his 

compensation was, is or will be directly or indirectly related to specific recommendations or views contained in this report.

Mondi’s 52-week high/low is R396.98/R230.15 respectively, currently trading at R383.39. The company’s year to date performance is

+12.12% and the share, at the time of writing, was trading well above its 50-day and 200-day moving averages. The 50-day moving

average @ R350.08 and 200-day moving average at R329.51 could act as short-term support levels. Both the relative strength index and

stochastic oscillator are now at overbought levels.


