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Credit Highlights

Overview
Key strengths Key risks 

Large global pulp producer that produces 4.1 million 
tons of pulp per year and has an efficient cost 
structure.

Volatile operating results due to its exposure to pulp 
prices.

Diversification of the portfolio into more value-added 
products, with a dominant position in South America.

Capital-intensive industry.

Commitment to keep leverage below 3.5x.

Pulp prices above the historical lows of 2020 and the company’s business diversification should allow for solid EBITDA in the next few 
years. Empresas CMPC S.A.’s (CMPC) revenues and cash flow rose this year thanks to higher prices mainly in the pulp segment, but 
also in its tissue and biopackaging operations. We expect relatively balanced pulp demand and supply in the first half of 2022, but 
some price pressures in the second half with the ramp-up of new capacity from peers Arauco and UPM's new mills. This should result 
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in average realized pulp prices in 2022 lower than in 2021 but still higher than in 2020. After a relevant increase in EBITDA in 2021 to 
close to $1.67 billion, we expect some downward trend in 2022 and 2023, but with EBITDA still healthy at around $1.4 billion. 

Recently announced acquisitions aligned with the company’s growth and diversification strategy. In October, CMPC announced it's 
acquiring Brazil-based Carta Fabril S.A. for approximately $200 million, and more recently, the acquisition of Iguaçu Celulose Papel 
S.A. for about $170 million. The two acquisitions are still subject to approvals, including those from the Brazilian antitrust authority, 
but management expects to complete both in the first quarter of 2022. Carta Fabril has two facilities in Brazil, with a tissue 
production capacity of 100,000 tons and nine personal care business lines, including toilet paper, diapers, feminine pads, napkins, 
and wet and paper towels. Iguaçu has three facilities in the country with annual aggregate capacity of 105,000 tons of pulp, 120,000 
tons of sack-kraft paper, 21,000 tons of special papers and 500 million units of paper sacks, and also has forest assets. In our view, 
the acquisition of Carta Fabril is an appropriate fit for CMPC’s existing operations in the country, while Iguaçu represents the 
company’s entrance in the biopackaging segment in Brazil. 

Some increase in leverage with the acquisitions, but to still be about 2.5x. Apart from the cash disbursements for the acquisitions, we 
expect manageable capex of about $750 million next year and close to $550 million in 2023. Part of these investments are to expand 
CMPC's Guaiba plant, totaling $530 million, which will increase its annual capacity by 350,000 tons and reduce cash costs. With this 
capex level, we expect still positive free operating cash flows (FOCF), thus keeping leverage in line with the company's financial policy 
and current rating threshold. The significant leverage reduction in 2021 also helps compensate for higher cash outflows and lower 
pulp prices forecasted for the next two years. We expect debt to EBITDA close to 2.0x in the end of 2021, and increasing to about 2.5x 
in 2022 and 2023, while funds from operations (FFO) to debt would be close to 40% at the end of 2021 and about 30% in the next two 
years. 
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Outlook

The positive outlook reflects our view that CMPC will maintain relatively low leverage in the next two years while keeping its solid 
competitive position and low-cost structure, leading to net debt to EBITDA between 2.0x and 2.5x and FFO to net debt between 30% 
and 35%. It also indicates that even under potentially volatile pulp prices, we expect CMPC to remain committed to its financial 
policy.

Upside scenario

We could raise the ratings in the next 12 to 24 months if we think the company will maintain net debt to EBITDA comfortably below 
3.0x and FFO to debt very close to or above 30% in a three-to-five year moving average, even during high investment periods. An 
upgrade depends on the company's ability to maintain some cushion in its debt levels that would allow it to absorb significant pulp 
price volatility without significantly hurting its leverage. An upgrade would be consistent with CMPC maintaining leverage between 
2.0x and 2.5x and FFO to debt close or above 30% the next two to three years, during which we expect average realized pulp prices to 
remain at least between 10% and 15% above prices during cycle downturns like in 2016 and 2020.

Downside scenario

We could revise the outlook to stable if the company favors growth and/or shareholders' remuneration at the expense of leverage 
discipline or if there is a much sharper drop in pulp prices than we expect. In these cases, we would see debt to EBITDA remaining 
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very close to or above 3.0x and FFO to net debt close to or below 25% in a three-to-five year moving average. That would happen, for 
instance, if pulp prices remain persistently 15% lower than in our base case.

Our Base-Case Scenario

Assumptions

• Average realized pulp prices of close to $680 per ton in 2021, declining about 5%-10% in 2022 and 2023.
• Steady bleached eucalyptus kraft pulp (BEKP) volumes of close to 3 million tons and bleached softwood kraft pulp (BSKP) 

volumes of about 700 million tons for the next two years amid no expectations for additional capacity.
• Chile's annual GDP to grow about 11.4% in 2021, 2.0% in 2022, and 2.8% in 2023. GDP across Latin America to grow about 

6.6% in 2021 and close to 2.0% the following two years.
• Appreciation of the Chilean peso and only minor depreciation in most other regional currencies in 2021, which will result in a 

minor improvement in average prices for the tissue segment, Softy's. However, we expect slight depreciations of currencies 
across the region resulting in a minor price drop in 2022.

• After extraordinary demand for tissue products in 2020 amid the pandemic, we expect relatively stable volumes in 2021. As 
of 2022, a recovery in away-from-home products and economic and consumption growth in the region will support gradual 
organic volume growth of 2%-3%. 

• Growth of 2%-3% per year in biopackaging volumes as demand for paper packaging remains healthy amid economic growth 
in the region and increasing use of paper-based packaging to replace plastic packaging.

• On top of this growth, the company expects to conclude the acquisitions of Carta Fabril and Iguaçu in the first quarter of next 
year, which would add additional volume for both tissue and biopackaging segments. We don't yet incorporate relevant 
EBITDA contributions from the two acquisitions.

• Capex of about $550 million in 2021 including about $100 million for the BioCMPC project, $750 million in 2022 including 
about $350 million for the project, and $550 million in 2023 including about $80 million for the project. This assumption also 
incorporates annual maintenance capex of $260 million-$280 million, some minor investments for other tissue projects, 
efficiency projects, and streamlining pulp projects.

• A dividend payout of 100% of 2021 net income, with three provisory dividends during 2021, in line with the revised policy for 
this year. We expect a distribution of 40% of previous year net income in the coming years, in line with the company's recent 
track record of keeping dividends between 30% and 40%.

Key metrics

Empresas CMPC S.A.--Key Metrics*

Mil. $ 2019A 2020A 2021E 2022F 2023F

Revenue
5,670 5,287 

6,200-
6,400 

6,100-
6,500 

6,100-
6,500 

EBITDA 
1,122 964 ~1,700 

1,400-
1,700 

1,300-
1,600

EBITDA margin (%) 19.8 18.2 ~27.0 23.0-25.0 22.0-25.0

Funds from operations (FFO) 573 795 ~1,400 900-1,200 900-1,200

Capital expenditure 248 331 ~515 700-730 550-650

Free operating cash flow (FOCF) 252 256 ~625 300-500 350-550

Dividends 203 17 495 ~300 150-200
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Debt
3,580 3,374 ~3,400 

3,600-
3,800

3,300-
3,600

Debt to EBITDA (x) 3.2 3.5 ~2.0 2.2-2.7 2.2-2.7 

FFO to debt (%) 16 23.6 ~42.0 25-35 25-35 

FOCF to debt (%) 7.1 7.6 ~18.0 5-15 10-20

*All figures adjusted by S&P Global Ratings. a--Actual. e--Estimate. f--Forecast. 

 

Company Description

Chile-based CMPC is a forest products company. The company has industrial operations in eight countries and operates in three 
segments: pulp, biopackaging (paper-based packaging), and tissue (under the Softy's brand). CMPC is one of the world's largest pulp 
producers (4.3 million tons of pulp production capacity), and among the largest tissue and sanitary products producers in several 
Latin American countries. The company benefits from a substantial land base that encompasses close to 1.3 million hectares, 
760,000 of which were planted as of the end of 2020. About 63% of CMPC's productive land is in Chile, while the rest is in Brazil (30%) 
and Argentina (7%). The Matte family, which owns of one of Chile's leading economic groups, controls the company through a 56% 
stake.
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Peer Comparison

We consider other Chilean and Brazilian pulp producers as close peers of CMPC, given all these players benefit from access to 
superior natural resources. Compared with peers, CMPC has sizable production capacity (although considerably smaller than Suzano 
S.A and smaller than Celulosa Arauco y Constitucion S.A. (Arauco)after the latter's new capacity enters the market next year) and 
wider product diversification. Although peers such as Arauco and Klabin S.A. have diversified into panels and paper, respectively, we 
believe CMPC's portfolio of branded products provide a competitive edge because this segment has more stable revenues and cash 
flow. 

Brazilian peers generate stronger EBITDA margins than CMPC due to several factors. First, CMPC has higher pulp cash costs, mainly 
due to its higher exposure to softwood, which is costlier to produce than hardwood. CMPC's pulp mills are older (except for Guaiba) 
than those of the Brazilian players, which also results in slightly higher cash costs and maintenance capex. CMPC's lower EBITDA 
margins than those of the Brazilian peers also stem from a different business mix with more lower-margin value added products.

Empresas CMPC S.A.--Peer Comparisons   
 Empresas CMPC ARAUCO Klabin Suzano S.A.
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Empresas CMPC S.A.--Peer Comparisons   
Foreign currency issuer credit rating BBB-/Positive/-- BBB-/Stable/-- BB+/Stable/-- BBB-/Stable/--

Local currency issuer credit rating -- BBB-/Stable/-- BB+/Stable/-- BBB-/Stable/--

Period Annual Annual Annual Annual

Period ending 2020-12-31 2020-12-31 2020-12-31 2020-12-31

Mil. $ $ $ $

Revenue 5,287 4,733 2,301 5,865 

EBITDA 964 1,028 906 2,871 

Funds from operations (FFO) 795 741 627 2,135 

Interest 204 285 312 738 

Cash interest paid 175 306 277 700 

Operating cash flow (OCF) 587 1,106 1,075 2,525 

Capital expenditure 331 1,668 879 941 

Free operating cash flow (FOCF) 256 (562) 195 1,584 

Discretionary cash flow (DCF) 239 (563) 139 1,584 

Cash and short-term investments 897 1,065 1,263 1,742 

Gross available cash 897 1,065 1,263 1,742 

Debt 3,374 5,226 3,968 13,492 

Equity 7,866 7,416 844 1,413 

EBITDA margin (%) 18.2 21.7 39.4 48.9 

Return on capital (%) 3.7 3.8 14.1 10.9 

EBITDA interest coverage (x) 4.7 3.6 2.9 3.9 

FFO cash interest coverage (x) 5.5 3.4 3.3 4.1 

Debt/EBITDA (x) 3.5 5.1 4.4 4.7 

FFO/debt (%) 23.6 14.2 15.8 15.8 

OCF/debt (%) 17.4 21.2 27.1 18.7 

FOCF/debt (%) 7.6 (10.8) 4.9 11.7 

DCF/debt (%) 7.1 (10.8) 3.5 11.7 

Business Risk

CMPC is one of the largest pulp producers in the world, with a total capacity of 4.3 million tons per year in strategically located mills 
in Chile and Brazil. Additionally, CMPC has diversified into more value-added products, such as paper and tissue, with a strong 
presence across Latin America.

The company has a very competitive cost structure due to its access to highly productive forests in Chile and Brazil, its strategically 
located facilities, and its integration into wood and energy. Climate conditions in Chile and Brazil favor the shortest harvest cycles for 
radiate pine and eucalyptus, respectively, in the world. These conditions allow CMPC to achieve average cash costs close to $200 per 
ton for BEKP and close to $300-$320 per ton for BSKP, which is a clear competitive advantage against any pulp producer not located 
in Brazil or Chile. 

CMPC also benefits from dominant market shares and well-known brands in the tissue segment in several Latin American countries. 
These include Uruguay (85%), Chile (67%), Peru (49%), and Argentina (43%), and rising shares in Brazil (20%), Mexico (13%), and 
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Colombia (9%). The recognition of the company's flagship 'Elite' brand and its tissue producing facilities' locations near main 
consumption markets support these shares. After required approvals, the recently announced acquisition of Carta Fabril, with two 
facilities in Brazil, would support increasing market share to closer to 30% in that country.

In our view, these strengths will continue to allow CMPC to generate robust operating cash flows despite the inherent volatility of pulp 
prices and consumer spending cycles.

Financial Risk

CMPC has solid, but volatile, operating cash generation, resulting from its reliance on pulp prices and significant investment needs, 
which from time to time results in free cash shortfalls. The sharp downturn in the pulp market since 2019 has prevented the company 
from significantly reducing debt levels, yet the absence of major capex plans has allowed CMPC to maintain a healthy balance sheet 
and leverage commensurate with its financial policy (maintaining debt to EBITDA at 2.5x-3.5x) and the rating. 

In our opinion, the company will continue to post low leverage in the next couple of years amid the still favorable pulp prices and lack 
of major capex plans, and moderately improve EBITDA at the pulp segment. As a result, CMPC should post debt to EBITDA of 2.0x-
2.5x and FFO to debt of 30%-35% until 2023.

Debt maturities
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Empresas CMPC S.A.--Financial Summary

Period ending Dec-31-2015 Dec-31-2016 Dec-31-2017 Dec-31-2018 Dec-31-2019 Dec-31-2020

Reporting period 2015a 2016a 2017a 2018a 2019a 2020a

Display currency (mil.) $ $ $ $ $ $

Revenues 4,841 4,866 5,143 6,274 5,670 5,287 

EBITDA 1,058 999 1,021 1,836 1,122 964 

Funds from operations (FFO) 753 624 733 1,431 573 795 

Interest expense 200 226 232 231 199 204 

Cash interest paid 188 200 218 176 146 175 

Operating cash flow (OCF) 692 572 906 870 500 587 

Capital expenditure 723 440 404 295 248 331 

Free operating cash flow (FOCF) (31) 132 502 576 252 256 

Discretionary cash flow (DCF) (61) 96 498 457 49 239 
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Empresas CMPC S.A.--Financial Summary

Cash and short-term investments 585 629 844 979 620 897 

Gross available cash 585 629 844 979 620 897 

Debt 3,811 3,854 3,474 3,145 3,580 3,374 

Common equity 7,928 7,976 8,084 8,244 8,136 7,866 

Adjusted ratios       

EBITDA margin (%) 21.9 20.5 19.8 29.3 19.8 18.2 

Return on capital (%) 5.7 4.6 4.8 11.9 5.3 3.7 

EBITDA interest coverage (x) 5.3 4.4 4.4 7.9 5.6 4.7 

FFO cash interest coverage (x) 5.0 4.1 4.4 9.1 4.9 5.5 

Debt/EBITDA (x) 3.6 3.9 3.4 1.7 3.2 3.5 

FFO/debt (%) 19.8 16.2 21.1 45.5 16.0 23.6 

OCF/debt (%) 18.2 14.8 26.1 27.7 14.0 17.4 

FOCF/debt (%) (0.8) 3.4 14.5 18.3 7.1 7.6 

DCF/debt (%) (1.6) 2.5 14.3 14.5 1.4 7.1 

Reconciliation Of Empresas CMPC S.A. Reported Amounts With S&P Global Adjusted Amounts (Mil. $)

 

Debt
Shareholder 

equity Revenue EBITDA
Operating 

income
Interest 
expense

S&PGR 
adjusted
EBITDA

Operating 
cash flow Dividends

Capital 
expenditure

Financial year Dec-31-2020  

Company 
reported 
amounts

4,044 7,863 5,287 768 218 201 964 753 17 331 

Cash taxes paid - - - - - - 6 - - -

Cash interest
paid

- - - - - - (175) - - -

Lease liabilities 163 - - - - - - - - -

Postretirement 
benefit 
obligations/
deferred 
compensation

64 - - 7 7 3 - - - -
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Reconciliation Of Empresas CMPC S.A. Reported Amounts With S&P Global Adjusted Amounts (Mil. $)

 

Debt
Shareholder 

equity Revenue EBITDA
Operating 

income
Interest 
expense

S&PGR 
adjusted
EBITDA

Operating 
cash flow Dividends

Capital 
expenditure

Accessible cash 
and liquid 
investments

(897) - - - - - - - - -

Nonoperating 
income 
(expense)

- - - - 11 - - - - -

Reclassification 
of interest and 
dividend cash 
flows

- - - - - - - (166) - -

Noncontrolling/
minority interest

- 3 - - - - - - - -

COGS: 
Valuation 
gains/(losses)

- - - 316 316 - - - - -

EBITDA: 
Valuation 
gains/(losses)

- - - (144) (144) - - - - -

EBITDA: other - - - 17 17 - - - - -

Total adjustments (670) 3 0 196 207 3 (169) (166) 0 0 

S&P Global 
Ratings adjusted Debt Equity Revenue EBITDA EBIT

Interest 
expense

Funds from 
Operations

Operating 
cash flow Dividends

Capital 
expenditure

 3,374 7,866 5,287 964 425 204 795 587 17 331 

Liquidity

We view CMPC's liquidity as strong. Considering the amounts to be paid for the recently announced acquisitions (totaling about $370 
million), the company would have a more limited liquidity cushion, with sources over uses of liquidity somewhat below 1.5x in the next 
12 months. Still, we believe CMPC could fund these acquisitions by raising new debt, given its proven ability to tap international and 
domestic debt markets and its solid relationship with banks. We also consider CMPC's management as prudent, as illustrated during 
periods of higher uncertainty in which CMPC reduced capex, postponed provisory dividend payments or reduced dividends, and made 
efforts to improve working capital. 

Depending on how CMPC finances the acquisitions and future capex, we could review the company’s liquidity to adequate from 
strong, if we were to expect sources over uses of cash to be consistently below 1.5x. In any case, this change wouldn’t have a direct 
impact in company’s final rating.
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Principal liquidity sources

• Cash position of about $1.2 billion as of Sept. 30, 2021;
• Cash FFO of $1.0 billion-$1.2 billion in the next 12 

months; and
• Committed revolving credit facilities totaling $300 

million, available until third quarter of 2022. We expect 
those to be extended after that.

Principal liquidity uses

• Short-term debt maturities of $692 million as of Sept. 
30, 2021;

• Capex of about $670 million in the next 12 months;
• Working capital needs of around $80 million in the next 

12 months; and
• Dividend payment of about $300 million in the next 12 

months.

Covenant Analysis

Compliance expectations

Inversiones CMPC S.A. (the company's finance arm) is subject to financial covenants on some bank loans and domestic issuances. As 
of Sept. 30, 2021, the company was in full compliance with those covenants, and we expect it to remain so. Based on our forecasts, 
we expect a comfortable covenant cushion for the next two years: 40%-60% headroom for the interest coverage covenant and 40%-
80% headroom for the debt-to-equity one.

Requirements

Covenant restrictions on certain obligations include limits of:

• Debt to equity of maximum of 0.8x;
• EBITDA and dividends received and interest income/interest expenses of at least 3.25x;
• Equity greater than UF71.6 million; and
• Fixed and biological assets: the company is subject to maintain at least 70% of its fixed and biological assets in the main 

sectors in which it operates.

Environmental, Social, And Governance

Environmental factors are a moderately negative consideration in our credit rating analysis for CMPC. Pulp and paper production 
require a considerable amount of energy, water, and chemicals, and generate greenhouse gas (GHG) emissions, waste, and water 
pollution, resulting in regulatory and reputational risks for the industry. Also, summer wildfires are frequent in Chile and have caused 
meaningful damage in the past. In 2017, a fire destroyed nearly 4% of CMPC's forest assets in Chile. That did not lead to a rating 
change, but remains an environmental risk we monitor. On the other hand, CMPC owns extensive forests, of which about 90% are 
certified for sustainable management that work as carbon sinks. The company generates 79% of its energy needs through renewable 
biomass. In addition, CMPC has clear and ambitious targets to reduce energy, water use, and waste disposal, yet the environmental 
risks will continue weighing on our assessment of industry risks.
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We view CMPC's management and governance as satisfactory due to the company's good transparency and reporting and the higher 
board engagement than in other Chilean companies, although this is offset by lower board independence and diversity than global 
best practices. In 2016, the company publicly admitted to fixing the price of tissue paper with another player between 2001 and 2011; 
however, CMPC has since replaced top-level executives and its board of directors and implemented several measures in line with 
guidelines provided by the Free Competition Defense Court.

Issue Ratings--Subordination Risk Analysis

Capital structure

As of September 2021, CMPC's capital structure consisted of about $3.8 billion in senior unsecured bonds issued by its nonoperating 
financial vehicle, Inversiones CMPC, which CMPC guarantees, and $490 million in bank loans and finance lease obligations.

Analytical conclusions

In our view, investors in the senior unsecured notes don't face a significant disadvantage as creditors of the group's financing vehicle 
because CMPC unconditionally guarantees this debt, and thus it ranks pari passu to all of the parent's current and future senior 
unsecured debt. Furthermore, we don't believe there are material financial obligations that would rank ahead of CMPC's unsecured 
debt by way of structural or contractual subordination in a default scenario. CMPC holds minimal secured obligations, and debt at the 
level of its operating subsidiaries is less than 10% of total debt.

Rating Component Scores

Foreign currency issuer credit rating BBB-/Positive/--

Local currency issuer credit rating --

Business risk Satisfactory

Country risk Intermediate

Industry risk Moderately High

Competitive position Satisfactory

Financial risk Significant

Cash flow/leverage Significant

Anchor bbb-

Diversification/portfolio effect Neutral (no impact)

Capital structure Neutral (no impact)

Financial policy Neutral (no impact)

Liquidity Strong (no impact)

Management and governance Satisfactory (no impact)

Comparable rating analysis Neutral (no impact)

Stand-alone credit profile bbb-

Related Criteria

- General Criteria: Group Rating Methodology, July 1, 2019
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- Criteria | Corporates | General: Corporate Methodology: Ratios And Adjustments, April 1, 2019
- Criteria | Corporates | General: Reflecting Subordination Risk In Corporate Issue Ratings, March 28, 2018
- Criteria | Corporates | General: Methodology And Assumptions: Liquidity Descriptors For Global Corporate Issuers, Dec. 16, 

2014
- General Criteria: Ratings Above The Sovereign--Corporate And Government Ratings: Methodology And Assumptions, Nov. 

19, 2013
- General Criteria: Country Risk Assessment Methodology And Assumptions, Nov. 19, 2013
- General Criteria: Methodology: Industry Risk, Nov. 19, 2013
- Criteria | Corporates | General: Corporate Methodology, Nov. 19, 2013
- General Criteria: Methodology: Management And Governance Credit Factors For Corporate Entities, Nov. 13, 2012
- General Criteria: Principles Of Credit Ratings, Feb. 16, 2011

Related Research

• ESG Credit Indicator Report Card: Paper & Forest Products Packaging & Containers, Published Dec. 17, 2021

Ratings Detail (as of December 21, 2021)*

Empresas CMPC S.A.

Issuer Credit Rating

Foreign Currency BBB-/Positive/--

Issuer Credit Ratings History

18-Aug-2021 Foreign Currency BBB-/Positive/--

23-Mar-2018 BBB-/Stable/--

11-Aug-2017 BBB-/Negative/--

*Unless otherwise noted, all ratings in this report are global scale ratings. S&P Global Ratings credit ratings on the global scale are 
comparable across countries. S&P Global Ratings credit ratings on a national scale are relative to obligors or obligations within that 
specific country. Issue and debt ratings could include debt guaranteed by another entity, and rated debt that an entity guarantees.
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