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Empresas CMPC SA (CAR.SN) 
Alert: 2Q11: Volume Recovery Continues, Yet Below Expectations  
 

 Initial Takeaways – We are neutral on CMPC’s 2Q11 results as our disappointment in 
sales volumes was offset by stability in margins.  2Q11 adjusted EBITDA of $281 millin 
was 4% below our forecast due to lower than expected sales volumes related to a 
shipment delay. Similar to the previous quarter, stronger pulp volumes explained 
attractive y-o-y sales growth. However, when compared to 1Q11, volumes declined in 
most of CMPC’s divisions implying a 3.5% q-o-q revenue decline. We maintain our 
Hold rating and will comment further following tomorrow’s conference call with 
management. 

 2Q11 Results – Total revenue reached US$1,199 mln (-3.5% q-o-q and +19.1% y-o-y; 
-4.9% below our forecast). Adjusted EBITDA reached US$281 mln (-5.8% q-o-q and 
+4.4% y-o-y), 4.0% below our estimate. EPS came in at US$0.77, above our estimate 
of US$0.58 (+18.9% q-o-q and +37.7% y-o-y) mainly due to lower than expected tax 
expenses. Additionally, the US$46 mln q-o-q decline in 2Q11 taxes that drove net 
income expansion was the result of the effect of the FX fluctuation over deferred tax 
assets and liabilities. 

 EBITDA Margins In-line – Although significant cost pressures continued in 2Q11 
(energy, labor costs), CMPC was able to maintain its consolidated margins quite 
steady. Adjusted EBITDA margin showed a slight q-o-q contraction, from 24% to 
23.4%. Average effective pulp price increased 2% q-o-q, with hardwood and softwood 
pulp prices reaching US$746/t (vs US$741/t in 1Q11) and US$877/t (vs US$829 in 
1Q11), respectively. 

 Volume Activity – On a Q/Q basis, sales volume declined in most of CMPC’s divisions 
(-12%, -10%, -10% and -19% in Forestry, Pulp, Paper and Paper Products, 
respectively). Scheduled maintenance downtime at Guaiba and some delays in exports 
from Chilean ports during June translated into lower pulp sales volume compared to 
1Q11. Forestry volume contracted because of lower fiber exports (now sold directly to 
CMPC’s Santa Fe pulp mill).  Also, sawn wood exports to the U.S. were lower than the 
previous quarter (as retailers started to reduce its inventory level). Lower output of 
newsprint paper drove the decline in consolidated Paper volumes, while Paper 
Products volume were negatively affected by the seasonality of the fruit export season 
in Chile. Finally, Tissue volume growth was explained by a more efficient utilization of 
the new tissue machines in the Mexican and Colombian markets. 

 Conference Call Details – CMPC will host a conference call on Thursday 
(August/11th) at 9:00am (EST), dial-in:+1 (617) 847-3007. 
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Figure 1. 2Q11 CMPC Earnings Summary 

In US$ million 2Q11A 2Q10A Y-o-Y 1Q11A Q-o-Q 2Q11E %
Growth Growth Diff

Net Sales 1,199         1,007          19.1% 1,242       -3.5% 1,260         -4.9%
Gross Profit 351            315               11.3% 354            -1.0% 357            -1.9%

Gross Margin 29% 31.3% 28.5% 28.3%
EBITDA 303            281               7.9% 317            -4.4% -             #DIV/0!

EBITDA Margin 25% 28% 26% 0%
Adjusted EBITDA 281           269             4.4% 298          -5.8% 293           -4.0%

Adj. EBITDA Margin 23.4% 27% 24.0% 23.2%
Operating Income 223            206               8.3% 229            -2.8% 205            8.9%

Operating Margin 18.6% 20.5% 18.5% 16.3%
Net Income 170            123               37.7% 143            18.9% 128            32.5%
Reported EPS 0.77           0.56              37.7% 0.65           18.9% 0.58           32.5%
Adjusted EPS 0.71           0.57              24.5% 0.54           30.4% 0.72           -2.4%
Operating Data
Pulp Sales (000 tonnes) 480            386               24.3% 533            -9.9% 520            -7.6%
Paper Sales (000 tonnes) 202            218               -7.3% 226            -10.6% 225            -10.0%
Tissue Sales (000 tonnes) 125            115               8.7% 122            2.5% 128            -2.4%

Net Pulp Price ($/tonne) 799            834               -4.2% 769            3.9% 803            -0.4%
Avg Paper Price ($/tonne) 949            785               20.9% 879            8.0% 918            3.5%
Avg Tissue Price ($/tonne) 3,260         2,801            16.4% 3,155         3.3% 3,257         0.1%
Other Financials (US$ million)
Net Debt 2,362         2,175            8.6% 2,158         9.5% 2,254         4.8%
Net Debt/EBITDA 2.2             2.8                1.9             1.9             
Average FX rate 469            531               -11.6% 481            -2.5% 469            0.0%
Period-end FX rate 467            546               -14.4% 478            -2.2% 467            0.0%
* Adjusted EPS excludes FX and monetary variations.
*Adjusted EBITDA = EBIT + Depreciation & Amortization (does not adjust for stumpage)

Source: Citi Investment Research and Analysis 
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Empresas CMPC SA 
 
Valuation 

We set our target price of ChP26,500/share is based on our DCF model (ChP27,370) 
and multiple valuation (ChP24,080). 

DCF Valuation 

In our DCF analysis we use a WACC of 7.3%, and a 3% terminal growth rate to arrive 
at a DCF value of ChP 27,370/share. The main assumptions of our DCF include: 4.9% 
risk free rate and a 3.5% risk premium rate (CIRA LatAm Chartbook) and a 0.80 un-
levered beta. In our model we project pulp prices over one cycle (trough to peak). After 
this we use normalized pulp and paper prices. Our current assumption for list 
hardwood pulp prices in the long-term is US$680/tonne.  

EV-to-EBITDA Multiples 

We apply an EV/EBITDA multiple of 11.5x to our 2011 EBITDA forecast and derive a 
value of ChP$24,080 per share for CMPC. Our 11,5x target multiple is a 10% premium 
to CMPC’s 5-year historical average multiple. We believe CMPC deserves to trade at a 
premium to its historical trading multiples given that it has opened a new frontier for 
growth with its acquisition of Guaiba in Brazil, and continues to add value through 
expansions in tissue capacity 
 
Risks 

We rate CMPC Medium Risk as the company exposure to pulp prices is offset by the 
following factors: 1) low share price volatility, 2) its location in Chile (Investment Grade), 
and 3) geographic and product diversification of its sales. The main risks that may 
cause the shares to materially underperform/outperform our target price are the 
following: 

Pulp Prices — With about 32% of company revenues from market pulp sales, CMPC 
earnings are sensitive to pulp prices. Therefore, If pulp prices decline more than 
expected, this would negatively affect our earnings forecast for CMPC. On the other 
hand higher pulp prices would be positive for the shares. 

Tissue Growth — We expect the tissue business to continue to grow in the upcoming 
years, supported by economic growth and higher per-capita consumption. Should 
prices and volumes be higher than our forecast, there could be upside to our estimates. 
Competition in Chile is not significant at this point (CMPC 85% market share); however, 
should a large international company decide to enter this market, a tissue price war 
could lead to downward pressure on Chilean tissue profitability. While we place a low 
probability on the entrance of a new competitor into the market, it remains a risk. 

Chilean Peso — CMPC earnings and valuation are exposed to changes in Chilean 
peso. Higher than anticipated Chilean peso depreciation would result in upside to our 
estimates, while a stronger Chilean peso would be negative. 

Share Liquidity — While support from Chilean pension funds result in less volatility 
CMPC shares are less liquid than some its peers. 
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Within the past 12 months, Citigroup Global Markets Inc. or its affiliates has acted as manager or co-manager of an offering of securities of Empresas CMPC 
SA. 

Citigroup Global Markets Inc. or its affiliates has received compensation for investment banking services provided within the past 12 months from Empresas 
CMPC SA. 

Citigroup Global Markets Inc. or an affiliate received compensation for products and services other than investment banking services from Empresas CMPC 
SA in the past 12 months. 

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as investment banking client(s): Empresas CMPC SA. 

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-
banking, securities-related: Empresas CMPC SA. 

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-
banking, non-securities-related: Empresas CMPC SA. 
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Analysts' compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its 
affiliates ("the Firm"). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability which includes investment banking 
revenues. 

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citi Investment Research & Analysis 
product ("the Product"), please contact Citi Investment Research & Analysis, 388 Greenwich Street, 28th Floor, New York, NY, 10013, Attention: 
Legal/Compliance. In addition, the same important disclosures, with the exception of the Valuation and Risk assessments and historical disclosures, are 
contained on the Firm's disclosure website at www.citigroupgeo.com.   Valuation and Risk assessments can be found in the text of the most recent research 
note/report regarding the subject company. Historical disclosures (for up to the past three years) will be provided upon request. 

Citi Investment Research & Analysis Ratings Distribution       
 12 Month Rating Relative Rating 
Data current as of 30 Jun 2011 Buy Hold Sell Buy Hold Sell
Citi Investment Research & Analysis Global Fundamental Coverage 54% 36% 11% 10% 81% 10%

% of companies in each rating category that are investment banking clients 45% 41% 42% 50% 42% 44%
Guide to Citi Investment Research & Analysis (CIRA) Fundamental Research Investment Ratings: 
CIRA's stock recommendations include a risk rating and an investment rating. 
Risk ratings, which take into account both price volatility and fundamental criteria, are: Low (L), Medium (M), High (H), and Speculative (S). 
Investment ratings are a function of CIRA's expectation of total return (forecast price appreciation and dividend yield within the next 12 months) and risk 
rating. 
Analysts may place covered stocks “Under Review” in response to exceptional circumstances (e.g. lack of information critical to the analyst's thesis) 
affecting the company and/or trading in the company's securities (e.g. trading suspension). Stocks placed “Under Review” will be monitored daily by 
management. As soon as practically possible, the analyst will publish a note re-establishing a rating and investment thesis. 
To satisfy regulatory requirements, we correspond Under Review to Hold in our ratings distribution table for our 12-month fundamental rating system. 
However, we reiterate that we do not consider Under Review to be a recommendation. 
Relative three-month ratings: CIRA may also assign a three-month relative call (or rating) to a stock to highlight expected out-performance (most 
preferred) or under-performance (least preferred) versus the analyst's coverage universe over a 3 month period. The relative call may highlight a specific 
near-term catalyst or event impacting the company or the market that is anticipated to have a short-term price impact on the equity securities of the 
company. Absent any specific catalyst the analyst(s) will indicate the most and least preferred stocks in his coverage universe, explaining the basis for this 
short-term view. This three-month view may be different from and does not affect a stock's fundamental equity rating, which reflects a longer-term total 
absolute return expectation. For purposes of NASD/NYSE ratings-distribution-disclosure rules, most preferred calls correspond to a buy recommendation 
and least preferred calls correspond to a sell recommendation. Any stock not assigned to a most preferred or least preferred call is considered non-relative-
rated (NRR). For purposes of NASD/NYSE ratings-distribution-disclosure rules we correspond NRR to Hold in our ratings distribution table for our 3-month 
relative rating system. However, we reiterate that we do not consider NRR to be a recommendation. 

For securities in emerging markets (Asia Pacific, Emerging Europe/Middle East/Africa, and Latin America), investment ratings are:Buy (1) (expected total 
return of 15% or more for Low-Risk stocks, 20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks, and 40% or more for Speculative 
stocks); Hold (2) (5%-15% for Low-Risk stocks, 10%-20% for Medium-Risk stocks, 15%-30% for High-Risk stocks, and 20%-40% for Speculative stocks); 
and Sell (3) (5% or less for Low-Risk stocks, 10% or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks). 

Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change 
in target price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price 
movements and/or other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to 
review by Research Management. Your decision to buy or sell a security should be based upon your personal investment objectives and should be made 
only after evaluating the stock's expected performance and risk. 

NON-US RESEARCH ANALYST DISCLOSURES 
Non-US research analysts who have prepared this report (i.e., all research analysts listed below other than those identified as employed by Citigroup Global 
Markets Inc.) are not registered/qualified as research analysts with FINRA. Such research analysts may not be associated persons of the member 
organization and therefore may not be subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, public 
appearances and trading securities held by a research analyst account. The legal entities employing the authors of this report are listed below: 

Citigroup Global Markets Inc Juan G Tavarez 
Banchile Corredores de Bolsa S.A. Felipe A Mercado 
Citigroup Global Markets Brazil Felipe Jiman Koh 

OTHER DISCLOSURES 

The subject company's share price set out on the front page of this Product is quoted as at 10 August 2011 04:01 PM on the issuer's primary market. 

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and 
may act as principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been 
recommended in the Product. The Firm regularly trades in the securities of the issuer(s) discussed in the Product. The Firm may engage in securities 
transactions in a manner inconsistent with the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal 
basis. 

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other 
obligations of any insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal 
amount invested. Although information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its 
accuracy and it may be incomplete and condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and 
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completeness of the disclosures made in the Important Disclosures section of the Product. The Firm's research department has received assistance from 
the subject company(ies) referred to in this Product including, but not limited to, discussions with management of the subject company(ies). Firm policy 
prohibits research analysts from sending draft research to subject companies. However, it should be presumed that the author of the Product has had 
discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and estimates constitute the judgment of the 
author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without notice. Prices and 
availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the companies 
discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Investment Research & Analysis 
(CIRA) does not set a predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of CIRA to provide research 
coverage of the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity 
constraints. The Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision 
to purchase securities mentioned in the Product must take into account existing public information on such security or any registered prospectus. 

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the 
reporting requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign 
companies are generally not subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of 
some foreign companies may be less liquid and their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate 
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exact dividend computations. Investors who have received the Product from the Firm may be prohibited in certain states or other jurisdictions from 
purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details. Citigroup Global Markets Inc. 
takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product may be placed 
only through Citigroup Global Markets Inc. 

Important Disclosures for Morgan Stanley Smith Barney LLC Customers: Morgan Stanley & Co. Incorporated (Morgan Stanley) research reports may 
be available about the companies that are the subject of this Citi Investment Research & Analysis (CIRA) research report. Ask your Financial Advisor or use 
smithbarney.com to view any available Morgan Stanley research reports in addition to CIRA research reports. 
Important disclosure regarding the relationship between the companies that are the subject of this CIRA research report and Morgan Stanley Smith Barney 
LLC and its affiliates are available at the Morgan Stanley Smith Barney disclosure website at www.morganstanleysmithbarney.com/researchdisclosures. 
The required disclosures provided by Morgan Stanley and Citigroup Global Markets, Inc. on Morgan Stanley and CIRA research relate in part to the 
separate businesses of Citigroup Global Markets, Inc. and Morgan Stanley that now form Morgan Stanley Smith Barney LLC, rather than to Morgan Stanley 
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www.morganstanley.com/researchdisclosures and https://www.citigroupgeo.com/geopublic/Disclosures/index_a.html. 
This CIRA research report has been reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval was conducted by 
the same person who reviewed this research report on behalf of CIRA. This could create a conflict of interest. 
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