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Chief Financial Officer’s statement

STRONG REVENUE GROWTH

Samuel Sigrist
Chief Financial Officer

Introduction

Financial performance

We remain on track to achieve our strategic objective of
above market growth, with core revenue increasing by
5.2% at constant currency in 2019. We are maintaining
best-in-class profitability while continuing to invest in
innovation and to expand into new markets and
categories. Our strong cash flow generation is enabling
us to invest in the business while paying an attractive
dividend and reducing net leverage. The high returns on
our investments are illustrated by a post-tax return on
capital employed of 22.8% in 2019.

Revenue evolution
Over the past ten years, we have diversified our
geographic exposure. The share of third-party core
revenue outside EMEA has increased from 28% in 2009
to 57% in 2019. Demographic trends, with urbanisation
and rising disposable incomes, continue to drive demand
for packaged food and beverages in Asia Pacific and
Americas. Our geographic diversification in these
segments has been underpinned by the expansion of
our local production facilities.

Increased geographic core revenue diversity

Revenue growth outside EMEA
Increased geographic (core) revenue diversity (€ millions)

28%

Our strong cash flow
generation is enabling
us to invest in the
business while offering
an attractive dividend to
our shareholders.
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Chief Financial Officer’s statement continued
Core revenue 2019
by segment

Sleeve & closure revenue 2019
by end market

€330m

€755m

2018: €297m

2018: €733m

8%

70%

2018: 8%

2018: 69%

22%

2018: 23%

€667m

2018: €598m
EMEA

APAC

Americas

LD

NCSD

Food

Revenue by segment
In 2019, core revenue increased by 7.5% (5.2% on a
constant currency basis) to reach €1,766.9 million (total
revenue €1,783.9 million). Visy Cartons, consolidated
from 29 November, contributed 20 basis points to the
growth rate.
The difference between core revenue and total revenue
is diminishing, with the phasing out of folding box board
sales from our Whakatane Paper Mill largely complete.
Whakatane is now primarily an internal supplier of liquid
paper board.

All segments contributed to core revenue growth. EMEA
constant currency growth of 2.8% reflects continued
growth in the European business as filling machines
placed with new customers start to ramp up. Markets
in the Middle East and Africa improved with a pick-up
in economic activity in several markets.
We saw revenue growth in APAC of 6.0% on a constant
currency basis, driven primarily by China, Thailand and
Indonesia. In China, we were able to participate in and
contribute to expansion by one of our key customers. In
Thailand, we saw successful new product launches by
our customers and an expansion of their export market
opportunities.
Strong growth in Mexico, with recent filler installations
ramping up, and the deployment of new filling machines
in Brazil contributed to constant currency growth of 9.7%
in Americas.
SIG revenue split1

Fillers

1
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Seasonality
Our business experiences moderate seasonal
fluctuations, primarily due to seasonal consumption
patterns (for example the Chinese New Year) and
performance incentive programmes relating to sleeves
that generally end in the fourth quarter. This results in
relatively low sales in the first quarter, with inventory
returning to normal levels and the settlement of
performance incentives that have been accrued over the
course of the year. These factors contribute to an
increase in working capital levels and lower cash flows
from operating activities in the first quarter.

6%

Sleeves

87%

Service

7%

Revenue split based on revenue generated through sale of system components and
sleeves & closures for 2019.
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Chief Financial Officer’s statement continued
Adjusted EBITDA 2019
by segment

Net capex 2019
by segment
€242m

€84m

2018: €245m

2018: €81m

Adjusted EBITDA margin1

Fillers 2019
in field (units)

€38m

€30m

2018: €36m

2018: €36m

151

678

2018: 145

2018: 659

1,233
€229m

€49m

2018: €191m

EMEA

APAC

Americas

EMEA

EBITDA
Revenue growth was the main driver of the increase
in adjusted EBITDA from €461.5 million in 2018 to
€485.4 million in 2019. The negative foreign currency
impacts experienced in 2018 were partially reversed,
with a positive contribution from currencies of €15.5
million in 2019.
Raw material costs had a €4 million positive impact on
adjusted EBITDA in 2019. We were able to negotiate
lower prices with selected suppliers and to benefit from
unhedged polymer volumes as commodity prices
weakened. This more than offset year-over-year price
increases in the hedged portion of our aluminium and
polymer contracts.
The continued execution of operational excellence
programmes in our production facilities led to significant
production efficiency gains. These were partially offset
by additional freight costs in Americas in the first half of
2019, resulting in a net benefit of €7 million.
SG&A increased by €21 million, primarily driven by the
costs of being a public company, higher employee
variable income provisions reflecting a stronger
operating performance, and headcount increases in
SIG 2019 Annual Report

2018

EMEA

32.1%

33.5%

APAC

33.5%

30.3%

Americas

25.5%

27.2%

SIG Group

27.2%

27.5%

1

404

2018: €103m

2019

Adjusted EBITDA divided by revenue from transactions with external customers.

2018: 376
APAC

Americas

EMEA

APAC

Americas

growth markets. R&D investments as a proportion of
revenue were steady at approximately 3%.
Cash flow generation at our joint ventures in the Middle
East accelerated during the year. In the fourth quarter we
completed a refinancing which allowed us to benefit
from this strong cash flow performance. As a result, the
dividend distribution in the fourth quarter of 2019 was
higher than expected. However, for the full year the
dividend was €3 million lower than in 2018. This
reduction is reflected in the adjusted EBITDA margin for
EMEA, which was also affected by unfavourable mix
effects in the first half of the year and by higher SG&A
costs.
The adjusted EBITDA margin in APAC increased
significantly to 33.5% in 2019, reflecting operating
leverage and a positive currency effect. The adjusted
EBITDA margin in Americas was lower at 25.5%, with a
negative impact from the depreciation of the Brazilian
Real. In addition, the USA was affected by high freight
costs in the first half of the year due to a strike in Europe
and by costs relating to the ramp up of combismile.

Capex
Net capex as a percentage of total revenue decreased
from 8.5% in 2018 to 6.2% in 2019. Investments in
property, plant and equipment was broadly unchanged
compared with 2018. Gross filler capex was lower after a
period of significant filler investment in APAC following
the launch of combismile. The reduction in net filler
capex reflects a proportionately higher level of upfront
cash than in previous years.
Group capex, reduced by upfront cash
Upfront cash €72m

Gross ﬁller €124m
PP&E €58m

We placed 75 filling machines in the field in 2019. Taking
account of withdrawals, the number of filling machines
globally reached 1,210, a net increase of 30. The
acquisition of Visy Cartons added 23 filling machines,
bringing the total to 1,233.
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Chief Financial Officer’s statement continued
Net income
Net income increased from a loss of €83.9 million in 2018
to a profit of €106.9 million in 2019. The net loss in 2018
was mainly due to significant costs relating to the IPO
and the refinancing of debt. As a result of the refinancing,
interest expense in 2019 was approximately €70 million
lower at €34 million. The positive operating performance
also contributed to the improvement in net income.
Adjusted net income increased from €148.9 million in
2018 to €217.4 million in 2019. This increase was driven
by the same financing and operating performance
factors as net income and by a decrease in the adjusted
effective tax rate from 33% in 2018 to 26% in 2019. The
decrease related primarily to interest payments under
the previous financing arrangements which were not tax
deductible in certain jurisdictions.
(In € million)

Profit/(loss) for the period
Non-cash foreign exchange impact of
non-functional currency loans and
realised foreign exchange impact due
to refinancing
Amortisation of transaction costs
Net change in fair value of derivatives
Net effect of early redemption of notes
Net effect of early repayment of term loans
PPA depreciation and amortisation
Adjustments to EBITDA:
Replacement of share of profit or loss
of joint ventures with cash dividends
received from joint ventures
Restructuring costs, net of reversals
Unrealised (gain)/loss on derivatives
Transaction- and acquisition-related
costs
Other
Tax effect on above items
Adjusted net income
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2019

2018

106.9

(83.9)

(1.2)
2.8
1.5
–
–
136.5

(58.8)
11.0
7.4
82.5
56.3
140.1

5.3
1.8
(10.1)

14.8
4.3
23.1

4.3
4.4
(34.8)
217.4

19.7
4.5
(72.1)
148.9

Foreign currencies
Whilst our reporting currency is the Euro, we generate a
significant portion of our revenue and costs in currencies
other than Euro. Increases or decreases in the value of
the Euro against other currencies in countries where we
operate can affect our results of operations and the
value of balance sheet items denominated in foreign
currencies. Our strategy is to reduce this exposure
through the natural hedging that arises from the
localisation of our operations. In addition, we
systematically hedge all key currencies against the
Euro using a 6- to 12-month rolling layered approach.
Return on capital employed
Return on capital employed (“ROCE”) is used by
management to measure the profitability of the Group
and the efficiency with which its capital is employed.
Management believes that ROCE is helpful to investors in
measuring value creation. ROCE is defined as ROCE
EBITA divided by capital employed.
Post-tax ROCE, computed at an unchanged reference tax
rate of 30%, increased by 220 basis points in 2019 to
22.8%. At the adjusted effective tax rate of 26% in 2019,
ROCE reached 24%. The increase was primarily
attributable to the increase in adjusted EBITDA.

(€ million)

Adjusted EBITDA
Dividends received from joint ventures
Depreciation of PP&E
ROCE EBITA
Current assets (excluding cash
and cash equivalents)
Current liabilities (excluding
interest-bearing liabilities)
PP&E
Capital employed
Pre-tax ROCE
Management estimate tax rate 30%
Estimated post-tax ROCE

2019

2018

485.4
(20.7)
(177.2)
287.5

461.5
(23.7)
(172.3)
265.5

462.2

407.3

(653.0)
1,073.1
882.3

(574.3)
1,068.8
901.8

32.6%
30.0%
22.8%

29.4%
30.0%
20.6%

Cash flows
Strong operating cash flow in 2019 was primarily driven
by the reduction in interest payments following the
refinancing at the time of the IPO in 2018.
Factors impacting cash flows from
operating activities in 2018, such as IPO
Cash conversion transaction costs and early bond
redemption fees (totalling €55.9 million),
did not recur in 2019. A stronger operating performance
in 2019 also contributed to the cash flow generation. In
addition, free cash flow performance in 2019 benefited
from the decrease in net capital expenditure explained in
the capex section above.

77%

Net working capital as a percentage of total revenue
increased from 6.8% in 2018 to 8.4% in 2019. The strong
top line performance resulted in some working capital
outflow in 2019, whereas in 2018 there was a working
capital inflow. End 2019 working capital includes Visy
Cartons, for which sales were only consolidated for one
month. This increased the net working capital to revenue
ratio by 90 basis points.
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Chief Financial Officer’s statement continued
Net debt
(In € million)

Gross total debt
Cash and cash equivalents
Net total debt
Total net leverage ratio

2.8X
~2.2%
Leverage

Cost of debt

2019

2018

1,614.4

1,618.7

261.0

157.1

1,353.4

1,461.6

2.8x

3.2x

The Group is financed by term
loans at a cost of approximately
2.2% as of 31 December 2019. A net
leverage improvement of 0.4 turns
year on year was driven by adjusted
EBITDA performance and by higher
cash balances at the end of the
year. The impact on net leverage of
implementing the new IFRS lease
accounting standard in 2019 was
not material (€15.9 million).

In October 2019, Moody’s upgraded their rating of SIG
Combibloc Group AG to Ba2 from Ba3. In December,
S&P raised their outlook to Positive with an unchanged
rating of BB+.
Company
rating

As of

Moody’s

Ba2

Stable

Oct 2019

S&P

BB+

Positive

Dec 2019

Other

Outlook

Acquisitions
The Group acquired 100% of the shares of Visy Cartons
Pty Ltd. (“Visy Cartons” or “Visy”). Refer to note 27 of
the consolidated financial statements for an overview
of the transaction. The acquisition will strengthen SIG’s
presence in Oceania, allowing full access to the beverage
carton market in Australia and New Zealand. Synergies
are expected from supply chain efficiencies and Visy’s
use of the SIG’s latest technologies and solutions.

For 2020, the Company expects core revenue growth
at constant currency towards the lower end of a 6 to
8% range, including the full year consolidation of Visy
Cartons. The adjusted EBITDA margin is expected to be
towards the lower end of a 27 to 28% range, taking into
account continued investments in geographic expansion
and innovation and a lower level of profitability at Visy
Cartons prior to the realisation of synergies.

Dividend
To allow our shareholders to participate in the
cash generative nature of our business, we have set a
dividend payout target of 50 to 60% of adjusted net
income. The dividend proposed for 2019 means that
we will already move into this range.

+52.9%
TSR 1

CHF

0.38

Dividend

At the Annual General Meeting
to be held on 7 April 2020, the
Board of Directors will propose
a dividend payment for 2019
of CHF 0.38 per share, totalling
CHF 121.6 million (equivalent
to €112.1 million as per the
exchange rate on 31 December
2019), payable out of the
capital contribution reserve.

As construction of the new plant in China proceeds, net
capital expenditure is forecast to be at the upper end of
the targeted 8 to 10% of revenue range. Free cash flow
may therefore be somewhat lower than in 2019.
The Company maintains its medium-term guidance of
core revenue growth of 4 to 6% at constant currency and
an adjusted EBITDA margin of around 29%. Net capital
expenditure should remain within 8 to 10% of revenue.
The Company plans to maintain a dividend payout ratio
of 50 to 60% of adjusted net income while reducing net
leverage towards 2x.
Samuel Sigrist
Chief Financial Officer

Alternative performance measures
For definitions of alternative performance measures and their related reconciliations that
are not included in this statement, please refer to the following link https://www.sig.biz/
investors/en/performance/key-figures
1
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Dividends reinvested.
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