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Chilean Pulp Industry Update 
Even as aftershocks continue to rattle Chile, we are attempting to sort out details 
on the country’s battered forest products sector.   Chile produces nearly 5MM 
mtons/yr of market pulp, roughly 8% of world supply.  Nearly 80% that capacity is 
located with 100-150 miles of Concepción. Based on conversations with pulp 
brokers, Chilean industry experts and others, we've put together what we have 
learned and our thoughts on the impact to the global pulp mkt. 
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Top picks 
International Paper (IP.N),USD25.11 Buy 
Glatfelter (GLT.N),USD14.70 Buy 

 
Companies featured 

International Paper (IP.N),USD25.11 Buy 
2009A 2010E 2011E

EPS (USD) 0.89 1.30 1.65
P/E (x) 18.4 19.3 15.2
EV/EBITDA (x) 5.1 5.6 4.9
Glatfelter (GLT.N),USD14.70 Buy 

2009A 2010E 2011E
EPS (USD) 0.64 0.95 1.35
P/E (x) 15.0 15.5 10.9
EV/EBITDA (x) 4.9 4.6 3.8
Domtar (UFS.N),USD60.80 Hold 

2009A 2010E 2011E
EPS (USD) 1.11 3.25 2.75
P/E (x) 24.3 18.7 22.1
EV/EBITDA (x) 4.0 4.9 4.8
Wausau Paper Corp (WPP.N),USD9.20 Buy 

2009A 2010E 2011E
EPS (USD) 0.59 0.65 0.90
P/E (x) 14.5 14.2 10.2
EV/EBITDA (x) 4.8 4.6 3.5
Weyerhaeuser (WY.N),USD43.00 Hold 

2009A 2010E 2011E
EPS (USD) -2.05 -1.00 0.25
P/E (x) – – 168.8
EV/EBITDA (x) 73.0 25.3 14.4
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All major pulp mills remain down 
Optimistic reports suggest that mills will be out for 30 days.  More cautious 
assessments point to 60-90 days.   Aftershocks could easily push the restarts back 
even further if firms are forced to redo partially-completed inspection regimes.  
Reports earlier this week suggested that electricity has just been restored at some 
the largest mill sites.  If the entire Chilean industry is out for just 2 months, an 
optimistic assessment, this implies a loss of 800,000/mtons.  

Infrastructure reports are mixed 
Clean-up efforts at some of the ports appear to be moving quickly.  At the same 
time, rail-lines between some of the largest pulp mills and the ports have been 
damaged.  This is apt to push in-bound and out-bound freight onto roads & bridges 
(also damaged).  On a visit to southern Chile last week, we saw very tight supplies 
of diesel & gasoline.  First-hand accounts this week suggest that the fuel situation 
is returning to normal. 

Near term pulp price expectations are mixed 
Some analysts are predicting modest gains of only $30-40/mton (3-5% increase).  
On the other extreme, some contacts in the pulp brokerage community are 
pointing to April list price increases of as much as $80-100/mton (9-11% increase).  
Our own expectation is for April hikes in the $60/mton range. 

 

DB will be hosting its annual Latin American Forest Products & Packaging 
tour on March 22-26th.   Our trip will start in Brazil and move onto to 
Santiago later in the week.  Seats are still available for qualified investor 
clients.
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“Terremoto”: Chilean Pulp 
Industry Update 
 

Even as aftershocks continue to rattle Chile, we are attempting to sort out details on the 
country’s battered forest products sector.   Most news reports have focused on the badly 
damaged city of Concepción – located just south of the earthquake epicenter.   Concepción is 
the center of the Chilean forest products sector.    As reported in earlier notes, Chile 
produces nearly 5MM mtons/yr of market pulp, roughly 8% of world supply.  Nearly 80% 
that capacity is located with 100-150 miles of Concepción (see figure 2 below). 

Figure 1:  Global Pulp Capacity Share by Region/Company  Figure 2:  Chile Pulp Mill Locations 
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Source: Deutsche Bank, RISI & Company Filings 
* Chart Includes BSK & BHK (52MM tpy) Capacity as reported by RISI 
* We estimate global market pulp capacity (BSK, BHK & USK) to be ~55MM tpy 

  

Reports out of sector remain spotty.  However, based on conversations with pulp brokers, 
Chilean industry experts and others, here is what we have gleaned: 

1) All major pulp mills remain down.  The most optimistic reports suggest that mills 
will be out for 30 days.  More cautious assessments point to 60-90 days.   
Aftershocks like Thursday’s 7.2 quake could easily push the restarts back even 
further if firms are forced to redo partially-completed inspection regimes.  Careful 
inspection will be required as companies like Arauco and CMPC prepare to large & 
potentially-dangerous pieces of equipment like digestor vessels and recovery 
boilers.  Reports earlier this week suggested that electricity has just been restored 
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at some the largest mill sites.  If the entire Chilean industry is out for just 2 months, 
this implies a loss of 800,000/mtons. 

2) The restart at other mills will be even more complicated.  For example, Arauco’s 
355K Constitucion mill (located on the coast north of Concepcion) was reported 
flooded by the tsunami.  Salt, sand and other debris will force a more complex 
cleaning and repair.  We’ve heard estimates of 4-6 months for repairs at the 
Constitucion mill.  We wouldn’t be surprised to see it take even longer. 

3) Infrastructure reports are mixed.  Clean-up efforts at some of the ports appear to 
be moving quickly.  At the same time, rail-lines between some of the largest pulp 
mills and the ports have been damaged.  This is apt to push in-bound and out-bound 
freight onto roads & bridges (also damaged).  On a visit to southern Chile last week, 
we saw very tight supplies of diesel & gasoline.  First-hand accounts this week 
suggest that the fuel situation is returning to normal. 

Figure 3: Image of Talcahuano port damage  
Image taken a few days after initial earthquake 

Trade reports suggest that 

other key pulp export ports 

such as San Vicente and 

Coronel were also damaged. 

Lirquén port, the largest 

point of export for market 

pulp, is reported to have 

resumed operations.   

                        Source: Getty Images 

4) Spot prices for market pulp have reportedly risen.  Reports of prospective April 
initiatives vary.  Some analysts are predicting modest gains of only $30-40/mton.  
On the other extreme, some contacts in the pulp brokerage community are pointing 
to April list price increases of as much as $80-100/mton.  Our own expectation is for 
April hikes in the $60/mton range. 

Deutsche Bank Securities Inc. Page 3 
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Figure 3: NA Market Pulp (NBSK)                                                                        USD/mton 
   

Source: Deutsche Bank and RISI 
* March estimate is for current price hike initiatives to be implemented 
** April estimate is DB’s assumption 
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The impact of the Chilean earthquake on the global pulp market is being exacerbated by a 
Finnish dockworkers strike (which has shut down Finnish pulp shipments and is beginning to 
idle Finnish pulp mills) as well as tight wood supplies in the southern US.   When coupled 
with lean pulp & paper inventories in many parts of the world as well as signs of a global 
economic recovery, it suggests that the near-term impact on pulp (and paper) prices could be 
substantial.  We think pulp prices are almost certain to breach $1000/mton for the first time in 
history and we believe the impact may be felt for as much as 6 months.  With pulp supplies 
tight and prices at record levels, we think global paper prices must rise.   

Figure 4: Market Pulp – Days of Supply as of January 2010 – Historically Low 
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Source: Deutsche Bank, RISI, PPPC 
* Includes compiled data for 20 countries 
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 Who is impacted? 

Among our coverage, Weyerhaeuser, International Paper & Domtar have exposure to market 
pulp.  Higher paper prices would also benefit International Paper & Domtar, the number 1 and 
2 uncoated free sheet producers in North America.  
 
Figure 5: Leading Market Pulp Producers and Earnings Leverage

Company mtpy EPS Sensitivity for price  
change per $50 

Tons Per $MM Of Market 
Equity 

Weyerhaeuser     1,800,000 $0.26 197 

Domtar *      1,700,000 $1.18 635 

International Paper **     1,465,000 $0.11 137 
Source: Deutsche Bank estimates, company filings 
* Includes Plymouth conversion 
** Includes 450K of outside NA capacity 

 

* DB will be hosting its annual Latin American Forest Products & Packaging tour on 
March 22-26th.   Our trip will start in Brazil and move onto to Santiago later in the 
week.  Seats are still available for qualified investor clients * 

 

 

 

 



11 March 2010 Paper & Forest Products DB Paper & Forest Products  

Page 6 Deutsche Bank Securities Inc. 

Appendix 1 
Important Disclosures 

Additional information available upon request 

Disclosure checklist 
Company Ticker Recent price* Disclosure 
International Paper IP.N 25.11 (USD) 10 Mar 10 1,2,6,7,8,14,15,17 
Glatfelter GLT.N 14.70 (USD) 10 Mar 10 2,8,14 
Domtar UFS.N 60.80 (USD) 10 Mar 10 1,2,6,7,8,14 
Wausau Paper Corp WPP.N 9.20 (USD) 10 Mar 10 2 
Weyerhaeuser WY.N 43.00 (USD) 10 Mar 10 2,6,7,8,14,15,17 
 
*Prices are sourced from local exchanges via Reuters, Bloomberg and other vendors.  Data is sourced from Deutsche Bank and subject companies. 

 
Important Disclosures Required by U.S. Regulators 
Disclosures marked with an asterisk may also be required by at least one jurisdiction in addition to the United States.  See 
“Important Disclosures Required by Non-US Regulators” and Explanatory Notes. 
1. Within the past year, Deutsche Bank and/or its affiliate(s) has managed or co-managed a public or private offering for this 

company, for which it received fees. 

2. Deutsche Bank and/or its affiliate(s) makes a market in securities issued by this company. 

6. Deutsche Bank and/or its affiliate(s) owns one percent or more of any class of common equity securities of this company 
calculated under computational methods required by US law. 

7. Deutsche Bank and/or its affiliate(s) has received compensation from this company for the provision of investment 
banking or financial advisory services within the past year. 

8. Deutsche Bank and/or its affiliate(s) expects to receive, or intends to seek, compensation for investment banking services 
from this company in the next three months. 

14. Deutsche Bank and/or its affiliate(s) has received non-investment banking related compensation from this company within 
the past year. 

15. This company has been a client of Deutsche Bank Securities Inc. within the past year, during which time it received non-
investment banking securities-related services. 

 
Important Disclosures Required by Non-U.S. Regulators 
Please also refer to disclosures in the “Important Disclosures Required by US Regulators” and the Explanatory Notes. 
1. Within the past year, Deutsche Bank and/or its affiliate(s) has managed or co-managed a public or private offering for this 

company, for which it received fees. 

2. Deutsche Bank and/or its affiliate(s) makes a market in securities issued by this company. 

6. Deutsche Bank and/or its affiliate(s) owns one percent or more of any class of common equity securities of this company 
calculated under computational methods required by US law. 

7. Deutsche Bank and/or its affiliate(s) has received compensation from this company for the provision of investment 
banking or financial advisory services within the past year. 

17. Deutsche Bank and or/its affiliate(s) has a significant Non-Equity financial interest (this can include Bonds, Convertible 
Bonds, Credit Derivatives and Traded Loans) where the aggregate net exposure to the following issuer(s), or issuer(s) 
group, is more than 25m Euros. 
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For disclosures pertaining to recommendations or estimates made on securities other than the primary subject of this 
research, please see the most recently published company report or visit our global disclosure look-up page on our 
website at http://gm.db.com/ger/disclosure/DisclosureDirectory.eqsr. 

 
Analyst Certification 

The views expressed in this report accurately reflect the personal views of the undersigned lead analyst about the subject 
issuers and the securities of those issuers. In addition, the undersigned lead analyst has not and will not receive any 
compensation for providing a specific recommendation or view in this report. Mark Wilde 

 

Historical recommendations and target price: International Paper (IP.N) 

 (as of 3/10/2010) 
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Previous Recommendations 

Strong Buy 
Buy 
Market Perform 
Underperform 
Not Rated  
Suspended Rating 

Current Recommendations 

Buy 
Hold 
Sell 
Not Rated  
Suspended Rating 

*New Recommendation Structure 
as of September 9, 2002 

 

 1. 2/7/2008: Buy, Target Price Change USD40.00 

2. 8/29/2008: Downgrade to Hold, Target Price Change USD30.00 

3. 10/30/2008: Hold, Target Price Change USD16.00 

4. 1/30/2009: Hold, Target Price Change USD11.00 

5. 4/14/2009: Upgrade to Buy, USD11.00 

 6. 5/1/2009: Buy, Target Price Change USD16.00 

7. 5/12/2009: Downgrade to Hold, USD16.00 

8. 7/21/2009: Upgrade to Buy, Target Price Change USD24.00 

9. 8/27/2009: Buy, Target Price Change USD28.00 

10. 12/20/2009: Buy, Target Price Change USD32.00 
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Historical recommendations and target price: Glatfelter (GLT.N) 

 (as of 3/10/2010) 
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Previous Recommendations 

Strong Buy 
Buy 
Market Perform 
Underperform 
Not Rated  
Suspended Rating 

Current Recommendations 

Buy 
Hold 
Sell 
Not Rated  
Suspended Rating 

*New Recommendation Structure 
as of September 9, 2002 

 

 1. 11/2/2008: Downgrade to Sell, Target Price Change USD8.00 

2. 2/12/2009: Upgrade to Hold, USD8.00 

3. 8/5/2009: Upgrade to Buy, Target Price Change USD14.00 

 4. 12/9/2009: Buy, Target Price Change USD16.00 

5. 1/6/2010: Buy, Target Price Change USD18.00 

 
Historical recommendations and target price: Domtar (UFS.N) 

 (as of 3/10/2010) 
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Previous Recommendations 

Strong Buy 
Buy 
Market Perform 
Underperform 
Not Rated  
Suspended Rating 

Current Recommendations 

Buy 
Hold 
Sell 
Not Rated  
Suspended Rating 

*New Recommendation Structure 
as of September 9, 2002 

 

 1. 5/6/2008: Buy, Target Price Change USD10.00 

2. 8/29/2008: Downgrade to Hold, Target Price Change USD6.00 

3. 11/6/2008: Hold, Target Price Change USD4.00 

4. 2/5/2009: Hold, Target Price Change USD2.00 

5. 6/19/2009: Hold, Target Price Change USD24.00 

 6. 7/28/2009: Upgrade to Buy, USD24.00 

7. 8/5/2009: Buy, Target Price Change USD35.00 

8. 9/23/2009: Downgrade to Hold, Target Price Change USD40.00 

9. 10/30/2009: Hold, Target Price Change USD45.00 
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Historical recommendations and target price: Wausau Paper Corp (WPP.N) 

 (as of 3/10/2010) 
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Previous Recommendations 

Strong Buy 
Buy 
Market Perform 
Underperform 
Not Rated  
Suspended Rating 

Current Recommendations 

Buy 
Hold 
Sell 
Not Rated  
Suspended Rating 

*New Recommendation Structure 
as of September 9, 2002 

 

 1. 9/17/2007: Buy, Target Price Change USD17.00 

2. 10/28/2008: Buy, Target Price Change USD10.00 

3. 12/16/2008: Buy, Target Price Change USD12.00 

 4. 2/11/2009: Buy, Target Price Change USD10.00 

5. 9/18/2009: Buy, Target Price Change USD13.00 

 
Historical recommendations and target price: Weyerhaeuser (WY.N) 

 (as of 3/10/2010) 
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Previous Recommendations 

Strong Buy 
Buy 
Market Perform 
Underperform 
Not Rated  
Suspended Rating 

Current Recommendations 

Buy 
Hold 
Sell 
Not Rated  
Suspended Rating 

*New Recommendation Structure 
as of September 9, 2002 

 

 1. 5/7/2007: Buy, Target Price Change USD95.00 

2. 6/2/2008: Downgrade to Hold, Target Price Change USD65.00 

3. 10/31/2008: Hold, Target Price Change USD42.00 

4. 2/6/2009: Hold, Target Price Change USD30.00 

 5. 3/13/2009: Upgrade to Buy, USD30.00 

6. 4/28/2009: Downgrade to Hold, Target Price Change USD38.00 

7. 12/15/2009: Hold, Target Price Change USD47.00 
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Equity rating key  Equity rating dispersion and banking relationships 
 
Buy: Based on a current 12- month view of total share-
holder return (TSR = percentage change in share price 
from current price to projected target price plus  pro-
jected dividend yield ) , we recommend that investors 
buy the stock. 
Sell: Based on a current 12-month view of total share-
holder return, we recommend that investors sell the 
stock 
Hold: We take a neutral view on the stock 12-months 
out and, based on this time horizon, do not recommend 
either a Buy or Sell. 
Notes: 
1. Newly issued research recommendations and target 
prices always supersede previously published research.
2. Ratings definitions prior to 27 January, 2007 were: 

Buy:  Expected total return (including dividends) of 
10% or more over a 12-month period 
Hold: Expected total return (including dividends) 
between -10% and 10% over a 12-month period 
Sell: Expected total return (including dividends) of -
10% or worse over a 12-month period 
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Regulatory Disclosures 

1. Important Additional Conflict Disclosures 

Aside from within this report, important conflict disclosures can also be found at https://gm.db.com/equities under the 
"Disclosures Lookup" and "Legal" tabs. Investors are strongly encouraged to review this information before investing. 

 

2. Short-Term Trade Ideas 

Deutsche Bank equity research analysts sometimes have shorter-term trade ideas (known as SOLAR ideas) that are consistent 
or inconsistent with Deutsche Bank's existing longer term ratings. These trade ideas can be found at the SOLAR link at 
http://gm.db.com. 

 

3. Country-Specific Disclosures 

Australia: This research, and any access to it, is intended only for "wholesale clients" within the meaning of the Australian 
Corporations Act. 
EU countries: Disclosures relating to our obligations under MiFiD can be found at http://globalmarkets.db.com/riskdisclosures. 
Japan: Disclosures under the Financial Instruments and Exchange Law: Company name - Deutsche Securities Inc. Registration 
number - Registered as a financial instruments dealer by the Head of the Kanto Local Finance Bureau (Kinsho) No. 117. 
Member of associations: JSDA, The Financial Futures Association of Japan. Commissions and risks involved in stock 
transactions - for stock transactions, we charge stock commissions and consumption tax by multiplying the transaction 
amount by the commission rate agreed with each customer. Stock transactions can lead to losses as a result of share price 
fluctuations and other factors. Transactions in foreign stocks can lead to additional losses stemming from foreign exchange 
fluctuations. 
New Zealand: This research is not intended for, and should not be given to, "members of the public" within the meaning of the 
New Zealand Securities Market Act 1988. 
Russia: This information, interpretation and opinions submitted herein are not in the context of, and do not constitute, any 
appraisal or evaluation activity requiring a license in the Russian Federation. 
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Global Disclaimer 
The information and opinions in this report were prepared by Deutsche Bank AG or one of its affiliates (collectively "Deutsche Bank"). The information herein is believed to be reliable and has been obtained from public sources 
believed to be reliable. Deutsche Bank makes no representation as to the accuracy or completeness of such information. 

 

Deutsche Bank may (1) engage in securities transactions in a manner inconsistent with this research report, (2) with respect to securities covered by this report, sell to or buy from customers on a principal basis, and (3) consider 
this report in deciding to trade on a proprietary basis. 

 

Opinions, estimates and projections in this report constitute the current judgement of the author as of the date of this report. They do not necessarily reflect the opinions of Deutsche Bank and are subject to change without 
notice. Deutsche Bank has no obligation to update, modify or amend this report or to otherwise notify a recipient thereof in the event that any opinion, forecast or estimate set forth herein, changes or subsequently becomes 
inaccurate. Prices and availability of financial instruments are subject to change without notice. This report is provided for informational purposes only. It is not an offer or a solicitation of an offer to buy or sell any financial 
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price of any stock. 

 

The financial instruments discussed in this report may not be suitable for all investors and investors must make their own informed investment decisions. Stock transactions can lead to losses as a result of price fluctuations and 
other factors. If a financial instrument is denominated in a currency other than an investor's currency, a change in exchange rates may adversely affect the investment. Past performance is not necessarily indicative of future 
results. 
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