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Credit Highlights

Overview
Key strengths Key risks 

Vertical integration into forest and energy assets. Small size compared with peers.

Strong market position in the stable paperboard 
segment.

Exposure to the structurally declining publication 
paper market.

Resilient cash flow generation. Limited geographical diversification.

We anticipate that paper price increases will drive revenue growth in 2022. The printing paper segment (28% of revenues in 2021) 
mainly includes paper for advertising, books, and magazines. Although the sector is generally characterized by excess supply (it is in 
structural decline due to broader digitalization), it is experiencing shortages in 2022 following industry-wide capacity reductions. 
Rises in printing paper prices have been supported by fiber and energy cost increases in the overall market. We also expect higher 
selling prices in Holmen’s other segments (paperboard, wood products, forest and energy) but we anticipate these price rises to be 
more moderate than those in the paper business. 

In 2022, we expect EBITDA margins to improve to 27%-29% (20% in 2021) as we forecast exceptionally high margins in the paper 
segment. In paper, we anticipate the increase in selling prices to exceed the rise in input costs (chemicals and logistics costs). We 
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note that Holmen’s paper business is more cost efficient than that of smaller peers given its vertical integration with the forest 
segment, and the group has proactively managed its energy exposure. It has hedged 90%-95% of its energy costs for 2022 and 90%  
for 2023. In 2022, we also expect improved EBITDA margin in paperboard with increases in selling prices exceeding input cost 
inflation. We anticipate broadly stable profitability in the wood products and forest segments.

We expect that Holmen’s FOCF will increase to about Swedish krone (SEK) 3.5 billion-SEK4.0 billion in 2022, compared to SEK1.5 
billion in 2021. This is due to the robust demand and favorable pricing environment for paper, paperboard, and wood products and 
higher energy generation (as the Blåbergsliden wind farm is now fully operational). Free operating cash flow (FOCF) generation will 
also be supported by slightly lower capital expenditure (capex) of SEK1.5 billion (compared to SEK1.7 billion in 2021). It will be only 
partially undermined by higher working capital needs due to an increase in inventories and receivables (in line with higher selling 
prices and input costs) and somewhat higher dividends of SEK1.9 billion (paid in April 2022). We expect the group to end this year with 
a strong cash balance of about SEK2.0 billion-SEK2.5 billion. 

There is ample rating headroom. With debt to EBITDA forecast below 0.5x and funds from operations (FFO) to debt in excess of 150% 
in December 2022, the group’s rating headroom is comfortable. Our rating on Holmen also reflects its financial policy, which allows it 
to pursue sizeable debt-funded investments or shareholder returns. Consequently, we apply a negative financial policy modifier to 
Holmen’s stand-alone credit profile (SACP) that adjusts the 'a-' anchor downward by two notches to 'bbb'.

Outlook

The stable outlook reflects our view that Holmen's credit metrics will remain in line with the current rating over the next two years, 
supported by a strong balance sheet and despite potentially weaker market conditions.

Downside scenario

We could lower the rating if:

• Holmen increased its leverage to above 2x over a sustained period;
• FFO to debt fell below 45% on a sustainable basis; or
• Holmen's financial policy became less stringent, for example through a more aggressive approach to shareholder 

remuneration.

Upside scenario

We could consider raising the rating if Holmen's financial policy tightened, and it committed to maintaining leverage below 1.5x on a 
sustained basis, and to taking a prudent approach to investments and shareholder returns.

Our Base-Case Scenario

Assumptions

- Growth in eurozone GDP of 2.6% in 2022 and 1.9% in 2023. In Sweden, where Holmen generated 27% of its revenues in 
2021, we expect GDP to grow by 4.6% in 2022 and 2.1% in 2023.

- Revenue growth of about 20%-22% in 2022, driven by strong price increases in all segments. The printing paper segment is 
experiencing very favorable market conditions and we expect printing paper revenues will grow by about 40%-45% in 2022. 
We expect positive, albeit more moderate, price increases in Holmen’s other segments. In 2023, we expect a revenue decline 
of 7%-9%, as we estimate some correction in selling prices. 

- S&P Global Ratings-adjusted EBITDA margins of about 27%-29% in 2022 (compared to 19.9% in 2021) supported by sharp 
paper price increases and despite higher input costs. We foresee some improvement in profitability in the paperboard 
business in 2022 as selling price increases kick in and offset input cost inflation. That said, paperboard prices tend to be 
sticky as 50% of sales take place under long-term contracts with limited pricing adjustments. We forecast EBITDA margins 
will remain broadly stable in Holmen’s wood products and forest segments. We expect adjusted EBITDA margins to reduce to 
20%-23% in 2023 as we anticipate that weaker market conditions will result in lower sales prices.
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- Capex of SEK1.5 billion in 2022 including SEK400 million related to capacity expansion and productivity enhancements in 
the paperboard segment. We believe that capex could increase to SEK2.5 billion in 2023 if Holmen is allowed to develop 
additional wind farms on its land.

- A working capital outflow of SEK500 million in 2022 in line with the sharp revenue growth.
- SEK1.9 billion in dividend payments in 2022, reflecting an ordinary dividend of SEK7.5 per share and extraordinary dividend 

of SEK4.0 per share. In 2023, we assume dividend payments of SEK2.4 billion-SEK2.6 billion.

Key metrics

Company Name--Key Metrics*

Bil. SEK 2020a 2021a 2022e 2023f

Revenue growth (%) (3.9) 18.4 20-22 (7.0-9.0)

EBITDA margin (%) 17.1 19.9 27-29 20-23

Capital expenditure 1.2 1.7 1.5 2.5

Dividends 0.6 1.7 1.9 2.4-2.6

Debt to EBITDA (x) 1.5 1.1 ∼0.5 0.5-1.0

FFO to debt (%) 53.0 77.1 190-240  100-150

FOCF to debt (%) 28.4 34.0 130-180 25-75

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

   

Company Description

Holmen is a Sweden-based producer of paperboard, paper, wood and forest products, and renewable energy. It owns 1.3 million 
hectares of forest land in Sweden, of which over 1.0 million hectares are productive. Holmen generated adjusted revenue of SEK20.8 
billion and adjusted EBITDA of SEK4.1 billion in 2021.

Holmen has been listed on the Stockholm Stock Exchange (Nasdaq Stockholm) since 1936. Its main shareholder is L E 
Lundbergforetagen (Lundberg; A+/Stable/A-1) who held 34.1% of Holmen's capital and 62.3% of the votes as of Dec. 31, 2021. 
Lundberg is a Swedish investment holding company. 
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Peer Comparison

Holmen’s closest rated peers include UPM-Kymmene Corp (BBB/Positive/A-2), Svenska Cellulosa AB SCA (SCA; BBB/Stable/A-2), 
Mondi PLC (Mondi; BBB+/Stable), and Metsa Board Corp. (Metsa; BBB-/Stable/A-3).

UPM has similar EBITDA margins to Holmen but is significantly larger and has broader product diversification. It also has exposure to 
the structurally declining graphic paper segment. Both companies are vertically integrated with significant forest assets.

Metsa Board has a similar size (in terms of revenue) to Holmen, but lower EBITDA margins. Metsa Board is also integrated into pulp 
but has narrower product diversification; it mainly produces folding boxboards, white kraftliners, and pulp. 

SCA’s stronger EBITDA margins benefit from a very efficient asset base. In 2021, it also benefitted from its exit from the publication 
paper segment and its very long pulp position.

Mondi has similar EBITDA margins to Holmen but is significantly larger and more diversified geographically. Mondi has exposure to 
the declining uncoated fine paper segment, which is partly mitigated by its low cost structure and high vertical integration.
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Holmen AB--Peer Comparisons    
 Holmen AB Metsa Board Corp. Mondi PLC

UPM-Kymmene 
Corp.

Svenska Cellulosa 
AB SCA

Foreign currency issuer credit rating BBB+/Stable/A-2 BBB-/Stable/A-3 BBB+/Stable/-- BBB/Positive/A-2 BBB/Stable/A-2

Local currency issuer credit rating BBB+/Stable/A-2 BBB-/Stable/A-3 BBB+/Stable/-- BBB/Positive/A-2 BBB/Stable/A-2

Period Annual Annual Annual Annual Annual

Period ending 2021-12-31 2021-12-31 2021-12-31 2021-12-31 2021-12-31

Mil. SEK SEK SEK SEK SEK

Revenue 20,849 21,432 79,420 100,923 18,822 

EBITDA 4,143 3,333 15,549 18,850 7,252 

Funds from operations (FFO) 3,436 2,857 12,793 15,662 6,535 

Interest 49 112 1,008 288 128 

Cash interest paid 45 156 802 360 179 

Operating cash flow (OCF) 3,223 3,348 11,065 12,762 5,917 

Capital expenditure 1,707 2,156 6,530 15,549 5,054 

Free operating cash flow (FOCF) 1,516 1,192 4,535 (2,787) 863 

Discretionary cash flow (DCF) (225) 242 1,306 (10,037) (542)

Cash and short-term investments 507 5,391 4,864 16,042 1,056 

Gross available cash 507 5,391 4,864 16,042 1,056 

Debt 4,455 0 19,472 15,076 9,082 

Equity 46,992 18,978 50,276 114,209 83,055 

EBITDA margin (%) 19.9 15.6 19.6 18.7 38.5 

Return on capital (%) 5.9 20.0 16.5 11.4 6.8 

EBITDA interest coverage (x) 84.6 29.7 15.4 65.5 56.7 

FFO cash interest coverage (x) 77.4 19.3 16.9 44.5 37.5 

Debt/EBITDA (x) 1.1 0.0 1.3 0.8 1.3 

FFO/debt (%) 77.1 NM 65.7 103.9 72.0 

OCF/debt (%) 72.3 NM 56.8 84.7 65.2 

FOCF/debt (%) 34.0 NM 23.3 (18.5) 9.5 

DCF/debt (%) (5.1) NM 6.7 (66.6) (6.0)

Business Risk

Our business risk assessment is supported by Holmen's strong vertical integration. The company is fully self-sufficient in pulp, 60% 
self-sufficient in wood, and 50% self-sufficient in energy. This results in a competitive cost position and acts as an entry barrier. It 
also guarantees Holmen’s access to key raw materials like wood and energy, which translates in a competitive advantage compared 
to smaller peers in the paper and paperboard markets in Central and Southern Europe.

Our assessment is also underpinned by its leading market position in the relatively stable virgin-fiber-based paperboard market. 
Holmen has a strong market position in the manufacture of premium paperboard for consumer packaging. We believe that the 
demand for these products is resilient and supported by an increased focus on sustainability, especially in the food segment, where 
paperboard is considered a suitable alternative to plastic packaging.
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Holmen's relatively small size and scope and limited geographical diversity constrain our assessment. Our assessment also indicates 
the company's exposure to the declining publishing paper segment, despite successfully increasing its presence in the higher-growth 
and profitable paper segments. 

We also incorporate into our assessment Holmen’s exposure to cyclical markets like construction and building materials. Since 
Holmen focuses on premium paperboard uses, we also believe this segment could experience some weakening in demand if 
economic growth slows.

Financial Risk

Our financial risk assessment reflects Holmen’s historically and expected low leverage levels and strong cash flow generation. After a 
positive performance in 2021, when S&P Global Ratings-adjusted net leverage dropped to 1.1x on the back of strong EBITDA 
generation (mainly due to favorable pricing conditions in the wood products segment), we expect a further improvement in 2022. 

We forecast net leverage will decrease below 0.5x driven by higher profitability in the paper, paperboard, and energy segments due 
mainly to higher selling prices--which have more than compensated for input cost inflation. We forecast that S&P Global Ratings-
adjusted net debt will reduce to SEK2.3 billion-SEK 2.8 billion by December 2022 (compared with SEK4.5 billion in 2021) as a result of 
higher cash availability in 2022.

Holmen aims to cap its debt-to-equity ratio at 0.25x. The company's reported leverage ratio has consistently been well below this 
threshold, falling to 0.09x by year-end 2021. This indicates Holmen's capability to make large (potentially debt-funded) investments, 
dividend payments, acquisitions, or share buybacks. This relatively loose, publicly stated leverage target leads to our negative 
assessment of Holmen's financial policy.

Debt maturities

Holmen's debt structure mainly consists of about SEK4 billion bonds; of which about SEK1 billion due 2023; SEK1 billion due 2024; 
SEK1 billion due 2025; SEK500 million due 2026, and SEK500 million due 2027. 

The €100 million revolving credit facility (RCF) and the SEK4 billion RCF, maturing 2025 and 2027, respectively, are currently 
undrawn.

Holmen AB--Financial Summary
Period ending Dec-31-2016 Dec-31-2017 Dec-31-2018 Dec-31-2019 Dec-31-2020 Dec-31-2021

Reporting period 2016a 2017a 2018a 2019a 2020a 2021a

Display currency (mil.) SEK SEK SEK SEK SEK SEK

Revenues 17,072 17,269 17,339 18,314 17,607 20,849 

EBITDA 3,051 2,797 3,062 2,784 3,019 4,143 

Funds from operations (FFO) 2,537 2,568 2,626 2,603 2,408 3,436 

Interest expense 68 64 50 48 43 49 

Cash interest paid 9 7 40 34 42 45 

Operating cash flow (OCF) 1,997 2,544 2,333 2,881 2,455 3,223 

Capital expenditure 772 701 1,134 1,044 1,165 1,707 

Free operating cash flow (FOCF) 1,225 1,843 1,199 1,837 1,290 1,516 

Discretionary cash flow (DCF) 343 835 107 (727) 723 (225)
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Holmen AB--Financial Summary
Cash and short-term investments 210 356 278 483 346 507 

Gross available cash 210 356 278 483 346 507 

Debt 4,206 3,112 3,527 4,271 4,546 4,455 

Common equity 21,243 22,035 23,453 40,111 42,516 46,992 

Adjusted ratios       

EBITDA margin (%) 17.9 16.2 17.7 15.2 17.1 19.9 

Return on capital (%) 7.7 7.0 7.7 4.6 4.1 5.9 

EBITDA interest coverage (x) 44.8 43.5 61.5 58.0 70.2 84.6 

FFO cash interest coverage (x) 278.8 354.1 67.0 77.6 58.3 77.4 

Debt/EBITDA (x) 1.4 1.1 1.2 1.5 1.5 1.1 

FFO/debt (%) 60.3 82.5 74.4 60.9 53.0 77.1 

OCF/debt (%) 47.5 81.7 66.1 67.5 54.0 72.3 

FOCF/debt (%) 29.1 59.2 34.0 43.0 28.4 34.0 

DCF/debt (%) 8.2 26.8 3.0 (17.0) 15.9 (5.1)

Reconciliation Of Holmen AB Reported Amounts With S&P Global Adjusted Amounts (Mil. SEK)
 

Debt
Shareholder 

Equity Revenue EBITDA
Operating 

income
Interest 
expense

S&PGR 
adjusted

EBITDA
Operating 
cash flow Dividends

Capital 
expenditure

Financial year Dec-31-2021  
Company 
reported 
amounts

 4,618  46,992  21,169  4,528  3,731  43  4,143  3,229  1,741  1,713 

Cash taxes paid  -  -  -  -  -  -  (662)  -  -  -

Cash interest
paid

 -  -  -  -  -  -  (39)  -  -  -

Lease liabilities  244  -  -  -  -  -  -  -  -  -

Postretirement 
benefit 
obligations/
deferred 
compensation

 -  -  -  (65)  (65)  -  -  -  -  -

Accessible cash 
and liquid 
investments

 (407)  -  -  -  -  -  -  -  -  -

Capitalized 
interest

 -  -  -  -  -  6  (6)  (6)  -  (6)

Nonoperating 
income 
(expense)

 -  -  -  -  9  -  -  -  -  -

Revenue: Profit 
on disposals

 -  -  (320)  (320)  (320)  -  -  -  -  -
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Reconciliation Of Holmen AB Reported Amounts With S&P Global Adjusted Amounts (Mil. SEK)
 

Debt
Shareholder 

Equity Revenue EBITDA
Operating 

income
Interest 
expense

S&PGR 
adjusted

EBITDA
Operating 
cash flow Dividends

Capital 
expenditure

D&A: Asset 
valuation 
gains/(losses)

 -  -  -  -  (464)  -  -  -  -  -

Total adjustments  (163)  -  (320)  (385)  (840)  6  (707)  (6)  -  (6)

S&P Global 
Ratings adjusted Debt Equity Revenue EBITDA EBIT

Interest 
expense

Funds from 
Operations

Operating 
cash flow Dividends

Capital 
expenditure

  4,455  46,992  20,849  4,143  2,891  49  3,436  3,223  1,741  1,707 

Liquidity
The short-term rating on Holmen is 'A-2'. We assess the company's liquidity as adequate. We calculate that its liquidity sources will 
exceed its liquidity needs by 2.0x over the next 12 months from June 30, 2022. Our view of Holmen's liquidity primarily reflects the 
availability under long-term committed credit facilities, FFO generation, and a lack of material debt maturities in the next 12 months.

Principal liquidity sources

• Availability of about SEK5.0 billion under committed 
credit facilities, of which SEK1.0 billion is available until 
2025 and SEK4.0 billion until 2027;

• Our forecast of FFO of about SEK5.0 billion; and
• Cash on balance sheet of about SEK460 million.

Principal liquidity uses

• SEK550 million of debt maturities;
• About SEK200 million of working capital 

requirements;
• About SEK2.0 billion in capex over the next 12 

months; and
• About SEK2.2 billion for a potential dividend payment 

in 2023.

Other Credit Considerations

We believe that Holmen’s leverage could increase materially from its current level because its financial policy allows it to pursue 
sizeable debt-funded investments or shareholder returns. Consequently, we apply a negative financial policy modifier to Holmen’s 
SACP that adjusts the 'a-' anchor downward by two notches to 'bbb'.

Environmental, Social, And Governance

ESG credit indicators provide additional disclosure and transparency at the entity level and reflect S&P Global Ratings’ opinion of the influence 
that environmental, social, and governance factors have on our credit rating analysis. They are not a sustainability rating or an S&P Global 
Ratings ESG Evaluation. The extent of the influence of these factors is reflected on an alphanumerical 1-5 scale where 1 = positive, 2 = neutral, 3 
= moderately negative, 4 = negative, and 5 = very negative. For more information, see our commentary “ESG Credit Indicator Definitions And 
Applications,” published Oct. 13, 2021.

ESG Credit Indicators

S-3 S-4 S-5 G-3 G-4 G-5E-4 E-5 S-1 G-1E-1 E-3 S-2 G-2E-2
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ESG factors are an overall neutral consideration in our credit rating analysis of Holmen AB. We believe Holmen benefits from its 
extensive forest assets in Sweden. Its 1.3 million hectares of forest land bound 1.3 billion tons of CO2 in 2021; additionally, about 200 
thousand hectares are destined for nature conservation. That said, like other industry peers, Holmen faces long-term risks related to 
climate change that could potentially affect its forests. We see environmental risks coming from Holmen’s pulp and paper operations 
as these require significant amounts of energy, water, and chemicals. These risks are partially compensated by the CO2 
sequestration in its tree plantations and its use of fossil-free energy sources.

Group Influence

We view Holmen as a moderately strategic subsidiary of its majority shareholder, L E Lundbergforetagen. Lundberg is a Swedish 
investment holding company that held 34.1% of Holmen's capital and 62.3% of the votes as of Dec. 31, 2021.

Lundberg has a significant influence over Holmen's financial policy and strategic plans. We believe that this has resulted in a track 
record of strong credit metrics, even when market conditions have been weak. This assessment results in a one-notch uplift from the 
SACP of 'bbb' to arrive at the 'BBB+' issuer credit rating.

Rating Component Scores

Foreign currency issuer credit rating BBB+/Stable/A-2

Local currency issuer credit rating BBB+/Stable/A-2

Business risk Satisfactory

Country risk Low

Industry risk Moderately High

Competitive position Satisfactory

Financial risk Minimal

Cash flow/leverage Minimal

Anchor a-

Diversification/portfolio effect Neutral (no impact)

Capital structure Neutral (no impact)

Financial policy Negative (-2 notches)

Liquidity Adequate (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
- Criteria | Corporates | General: Corporate Methodology: Ratios And Adjustments, April 1, 2019
- General Criteria: Methodology For National And Regional Scale Credit Ratings, June 25, 2018
- General Criteria: Methodology For Linking Long-Term And Short-Term Ratings, April 7, 2017
- Criteria | Corporates | General: Methodology And Assumptions: Liquidity Descriptors For Global Corporate Issuers, Dec. 16, 

2014
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- Criteria | Corporates | Industrials: Key Credit Factors For The Forest And Paper Products Industry, Feb. 12, 2014
- General Criteria: Methodology: Industry Risk, Nov. 19, 2013
- Criteria | Corporates | General: Corporate Methodology, Nov. 19, 2013
- General Criteria: Country Risk Assessment Methodology And Assumptions, Nov. 19, 2013
- General Criteria: Methodology: Management And Governance Credit Factors For Corporate Entities, Nov. 13, 2012
- General Criteria: Use Of CreditWatch And Outlooks, Sept. 14, 2009

Ratings Detail (as of August 25, 2022)*

Holmen AB

Issuer Credit Rating BBB+/Stable/A-2

Nordic Regional Scale --/--/K-1

Issuer Credit Ratings History

10-Jul-2017 BBB+/Stable/A-2

14-Jul-2016 BBB/Positive/A-2

01-Oct-2014 BBB/Stable/A-2

10-Jul-2017 Nordic Regional Scale --/--/K-1

09-Dec-2009 --/--/K-2

09-Nov-2009 --/Watch Neg/K-1

*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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