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RESUMO 

O presente documento constitui um Equity Research Report elaborado como parte do mestrado em Finanças 

na Universidade do Minho no âmbito do Projeto de Mestrado, seguindo as diretrizes do CFA Institute. O 

relatório apresenta uma análise aprofundada da empresa The Navigator Company S.A. (NVG.LS), empresa 

portuguesa que opera globalmente no setor da pasta e do papel, operando nos segmentos de papel UWF, 

papel tissue, pasta, embalagens de base fibrosa e energia. 

O relatório inicia-se com um sumário executivo que destaca os principais dinamizadores de crescimento da 

Navigator, sendo de seguida apresentada uma descrição das suas principais atividades e da sua direção 

estratégica. Este relatório oferece ainda uma análise do desempenho e dos objetivos ESG da empresa, 

seguida por uma visão geral da indústria de pasta e papel e uma avaliação do posicionamento competitivo 

da empresa no setor. As secções subsequentes exploram a informação financeira da empresa, detalhando 

as metodologias de avaliação utilizadas. Os dados financeiros baseiam-se maioritariamente nos relatórios 

anuais e intercalares mais recentes da Navigator, permitindo sustentar a análise e as projeções 

desenvolvidas. O principal método utilizado é a avaliação pelo modelo dos Fluxos de Caixa Descontados, 

suportado por uma análise de sensibilidade, análise de cenários e simulação de Monte Carlo. O método de 

Avaliação Relativa e o modelo de Desconto de Dividendos também foram aplicados neste relatório com o 

objetivo de reforçar a robustez da recomendação de investimento. Por último, o relatório apresenta uma 

avaliação da probabilidade e do impacto dos riscos de investimento associados à empresa.  

O modelo dos fluxos de caixa descontados indica um preço-alvo de €4,14 no final de 2026, sugerindo um 

potencial de valorização de aproximadamente 24%, o que sustenta uma recomendação de COMPRA. 

Em conclusão, este Equity Research Report fornece uma análise abrangente da Navigator, destacando o seu 

modelo de negócio integrado, a sua eficiência operacional e o seu reposicionamento estratégico para 

segmentos em maior crescimento, como o papel tissue e embalagens de base fibrosa. Estes fatores, aliados 

ao foco em sustentabilidade e diversificação do portefólio, posicionam a empresa como uma oportunidade 

de investimento atrativa no setor dos produtos florestais.     

   

    

Palavras-chave: Avaliação por Fluxos de Caixa Descontados, Equity Research, Indústria de Pasta e Papel, 

Navigator Company, Sustentabilidade  
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ABSTRACT 
 

This document is an Equity Research Report prepared as part of the Master’s degree in Finance at the 

University of Minho as part of the Master’s Project, in accordance with the CFA Institute’s guidelines. The 

report presents an in-depth analysis of The Navigator Company S.A. (NVG.LS), a Portuguese company 

operating globally in the pulp and paper sector, with activities in the UWF paper, tissue paper, pulp, fibre-

based packaging, and energy segments. 

The report begins with an executive summary highlighting Navigator’s key growth drivers, followed by a 

description of its main activities and strategic direction. This report also provides an analysis of the company’s 

performance and ESG objectives, followed by an overview of the pulp and paper industry and an assessment 

of the company’s competitive positioning within the sector. The subsequent sections explore the company’s 

financial information, detailing the valuation methodologies used. The financial data is based primarily on 

Navigator’s most recent annual and interim reports, providing a basis for the analysis and projections 

developed. The main method used is the Discounted Cash Flow model, supported by sensitivity analysis, 

scenario analysis, and Monte Carlo simulation. The Relative Valuation method and the Dividend Discount 

Model have also been applied in this report with the aim of reinforcing the robustness of the investment 

recommendation. Finally, the report presents an assessment of the probability and impact of the investment 

risks associated with the company.  

The discounted cash flow model indicates a target price of €3.68 by the end of 2026, suggesting an upside 

potential of approximately 15.7%, which supports a BUY recommendation. 

In conclusion, this Equity Research Report provides a comprehensive analysis of Navigator, highlighting its 

integrated business model, its operational efficiency, and its strategic repositioning towards higher-growth 

segments, such as tissue paper and fibre-based packaging. These factors, combined with a focus on 

sustainability and portfolio diversification, position the company as an attractive investment opportunity within 

the forest products sector. 

 

 

 

 

Keywords: Discounted Cash Flow Valuation, Equity Research, Navigator Company, Pulp and Paper Industry, 

Sustainability  
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EXECUTIVE SUMMARY 

The Navigator Company, S.A., is a key player in the Pulp and Paper industry, with a 

focus on UWF paper, paper tissue, packaging, eucalyptus BEKP-based pulp, and energy, 

and holds a strong global position. Over the past 5 years, Navigator's share price has 

reflected both the cyclical nature of the pulp and paper industry and the ongoing strategic 

transition. As shown in Figure 1, in the last couple of years, Navigator stock traded within 

a broad range of €2.00 to €4.00, with several ups and downs, illustrating how volatile 

and driven by macroeconomic uncertainty, commodity price fluctuations, and industry 

cyclicality this industry is. The share price declined sharply in early 2020, reaching a low 

near €2.00 in March, in line with the broader market sell-off triggered by the COVID-19 

pandemic. From mid-2020 through 2021, the stock recovered steadily, benefiting from 

improved demand conditions, supply chain normalization, and strong pulp prices. In 

2022, Navigator's share price continued to strengthen, reaching several peaks, mainly 

due to favourable market conditions, high mills availability, and a solid financial 

performance. The firm reached record EBITDA levels in 2022, supported by higher 

selling prices and solid volumes. Through 2023-2024, the stock fluctuated, reflecting 

margin normalizations and some cautious investor sentiment. In 2025, the stock price 

trended slightly downward as pulp prices entered a normalization phase, especially due 

to weaker demand for printing and writing paper. Also, new pulp additions in South 

America and continued operating rates in mills created, at times, an oversupplied 

market. Despite recent volatility, with the company targeting fast-growing markets like 

sustainable packaging and tissue for hygiene products, I believe the current valuation 

does not reflect Navigator's strategic repositioning and long-term prospects, so I 

estimated that Navigator's intrinsic value exceeds its current market value (Table 1).   

 

 

Table 1 - Summary 

Source: Author, Company Data 

Source : Author, LSEG Workspace 

Figure 1 - Navigator's Stock Performance 

Figure 2: Corporate History 

Source: Author, Company Data 
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BUSINESS DESCRIPTION 

The Navigator Company S.A., headquartered in Setúbal, Portugal, is a leading integrated 

producer of pulp, paper, tissue, and renewable energy. In 1953, it was founded as 

“Companhia Portuguesa de Celulose”, and after 72 years of mergers and acquisitions 

(Figure 2), the company has grown into one of the world's leading producers of bleached 

eucalyptus kraft pulp and uncoated woodfree paper. Inspired by people, quality of life, 

and the future of the planet, Navigator is committed to creating sustainable value for 

shareholders and society as a whole through the use of natural, recyclable, and 

biodegradable products. As part of the strong commitment to the sustainable project 

and with the creation of RAIZ, which is a research institute created by the firm, the group 

was able to enhance its quality content and create sustainable forests capable of 

producing 1,6 million tons of paper and pulp annually. All the raw materials used by 

Navigator come from forests cultivated solely for industrial and environmental purposes. 

Navigator currently has four industrial complexes, three R&D warehouses in Portugal, 

and offices globally. In 2024, turnover was 2088 billion, with 91% of the products being 

sold outside Portugal to 134 countries (Figure 3). With its presence, the firm was able 

to create more than 30000 direct, indirect, and induced jobs, with only 3965 of those 

being full-time Navigator employees (Figure 4). Navigator's main values are trust, 

integrity, entrepreneurship, innovation, sustainability, and excellence. 

Main Facilities 

Currently, Navigator has four main industrial facilities in Portugal (Figure 5): 

Cacia (Aveiro): Pulp mills with the capacity to produce 320.000 tonnes of bleached 

eucalyptus pulp that is directly sold to the market. Although in this location, Navigator 

also has an energy-generating industrial site that focuses on biomass cogeneration.  

Figueira da Foz: It produces approximately 570.000 tonnes of bleached eucalyptus 

pulp and 800.000 tonnes of uncoated fine printing and writing paper per year, with two 

paper machines. It also includes a biomass cogeneration plant linked to the pulp mill for 

the production of energy from renewable sources, in addition to a combined cycle natural 

gas cogeneration plant. This production capacity makes it one of the most efficient 

industrial units in Europe. 

Source: Author, Company Data 

Source: Author, Company Data 

Figure 3: Geographic Revenue Breakdown (2024) 

Figure 4: Number of Navigator Employees 

Source: Author, Company Data 

Figure 5: Navigator’s Industrial Footprint in Portugal  
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Setúbal: This pulp mill, one of the most important in Europe, has the capacity to 

produce around 550.000 tonnes per year of bleached eucalyptus pulp using the Kraft 

process (BEKP). This Complex also includes a cogeneration plant and biomass plant, so 

it also has the capacity to extend the production of renewable energy.  

Vila Velha de Ródão (Castelo Branco): This mill is only dedicated to producing 

tissue paper. It is the most efficient tissue factory in the Iberian Peninsula and the second 

most efficient in Europe. It produces approximately 60.000 tonnes of tissue paper per 

year, converted into finished products for domestic and professional use.  

Business Operating Segments  

Navigator is currently one of Portugal’s largest global players, having an important role 

in the national economy thanks to the vertical integration of the business model, which 

covers applied research, forestry, pulp, renewable energy generation, paper, tissue, and 

packaging (Table 2). 

Paper: Navigator is Europe’s leading producer of UWF paper and the 6th largest in the 

world, as a world leader in the premium segment, a factor of differentiation which was 

again boosted in 2024, with premium products accounting for 57% (as compared to an 

average of 55%, between 2018-2024) (Figure 6). The quality of its paper comes from 

the usage of Eucalyptus globulus fibre, which is ideal for producing the highest quality 

of paper. The shares achieved for mills' brand and premium products in 2024 were the 

second-best ever recorded for the company. In 2024, the printing and packaging paper 

sales totalled 1225 thousand tons, compared to 2023, the sales volume in euros grew 

3%. 

Pulp: Navigator is the 7th largest producer of eucalyptus-based BEKP in the world, having 

an annual capacity of 1.6 million tons at its industrial units. The pulps produced by the 

company meet global standards for the industry, reflecting approximately seven decades 

of experience in development and innovation based on raw material with an 

incomparable reputation. While part of production is sold externally, it’s mainly used 

internally as part of the production of UWF, tissue, and packaging. In 2024, due to an 

increased incorporation into paper produced by the Navigator, the pulp sales fell by 16%, 

to a total of 389 thousand tons. However, a 13% improvement in prices in relation to 

2023 meant that, in relation to the value of sales, the drop was at just 5%.  

Figure 6: Revenue Mix by Business Segment 

Source: Author, Company Data 

Table 2: Navigator Business Segment Overview (2024) 

Source: Author, Company Data 
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Tissue: The tissue segment has evolved into a central component of Navigator’s 

diversification strategy, reflecting a reorientation toward markets with structurally stable 

demand and lower exposure to digital substitution. The company only moved to this 

segment in 2015, and it's now the second-largest business area in terms of revenues 

generated, surpassing pulp over the last two years. In 2024, tissue sales (finished 

products and reels) accounted for 220 thousand tons, representing an increase in the 

volume and value of sales of 55%.  

Packaging: This is the latest segment in Navigator operations, having only three years 

of existence, but it already has more than 300 customers. With this segment, the 

company wants to speed up the transition from the use of plastics to the use of natural 

fibres through its gKRAFT product line. In 2024, the sales volume doubled in relation to 

the previous year, with 70% of sales in Europe, mostly in Italy, Portugal, Spain, Germany, 

and France. The remainder is in overseas regions such as Latin America, Turkey, and 

North Africa. This was achieved mainly because of production at a new industrial unit in 

Aveiro for moulded cellulose components, and because the production is based with 

100% recyclable compostable products for single-use applications in the food sector.  

Energy: Navigator occupies a prominent position in the renewable energy sector, being 

the first national producer of green energy from biomass, accounting for 3% of national 

electricity generation and 34% of the country's biomass-based electricity. In 2024, 78% 

of the electricity generated by Navigator was from renewable sources, and with the 

completed work on new solar arrays at the industrial units of Figueira da Foz, Aveiro, 

and Vila Velha de Ródão, Navigator is now Portugal's largest generator of solar power for 

internal consumption.  

I did a BCG Matrix to highlight Navigator's portfolio positioning, balancing cash-

generating segments with high-growth strategic businesses (Figure 7).  

Selective M&A Strategy 

Navigator follows a targeted M&A strategy focused on segments with attractive long-term 

fundamentals, particularly within its diversification agenda beyond pulp and paper 

segments. In 2015, the firm entered the tissue segment by acquiring AMS-BR Star 

Paper, S.A., a tissue paper production facility in Vila Velha do Ródão, which provided an 

initial platform to produce high-quality tissue paper. This acquisition marked an early 

strategic pivot toward consumers, enabling Navigator to vertically integrate pulp supply 

Figure 7: Navigator BCG MATRIX 

Source: Author, Company Data 
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into tissue production. In 2023, Navigator acquired the consumer tissue business of the 

Spanish Goma-Camps Group (now called Navigator Tissue Ejea), including assets in 

Zaragoza, adding more or less 35.000 tonnes per year of tissue production and 

increasing its converting capacity, elevating the company to one of the largest tissue 

producers in the Iberian Peninsula. The most recent one, which occurred in May 2024, 

was the acquisition of the Accrol Group Holdings plc (now called Navigator Tissue UK), 

which was a well-established tissue manufacturer in the United Kingdom (Figure 8). This 

operation represented one of the most significant steps in the tissue segment to date, 

extending the company's reach into the United Kingdom and broadening its product 

portfolio across household tissue categories. This last acquisition not only expanded 

Navigator's sales volume and market presence but also created opportunities for 

operational synergies and scale cost efficiencies. Overall, this strategy accelerated scale 

expansion and diversification into higher-growth tissue markets. Navigator continues to 

evaluate selective opportunities aligned with its transition toward a broader forest-based 

bioeconomy.  

 INDUSTRY OVERVIEW 

The overall market structure of the pulp and paper industry is concentrated, with 

medium and large firms around the world, while in Europe, the sector has around 

21.000 companies. What drives this concentration is mainly the vertical integration, 

which favours fewer and larger operations in each grade, and economies of scale (Figure 

10). This concentration is particularly visible in the pulp market, where the top 10 

producers increased their share to 55% of global supply as of 2023, compared to 36% 

in 2002 (Figure 9). For the European uncoated woodfree (UWF), where Navigator is the 

number one producer in Europe with 31% share of the production market, the top 10 

producers own 90% of the production, with the top 3 producers alone controlling half of 

the market. In 2024, the global revenue in the pulp and paper industry is estimated to 

be approximately €360 to €370 billion according to Statista. 

Macroeconomic Factors 

In the past few years, this industry has faced significant exposure to macro and financial 

conditions, facing constant volatility. In 2023, the sector faced a decline due to worse 

macroeconomic conditions, such as high energy prices, especially with the European 

Source: Author, Company Data 

Figure 8: Recent Acquisitions 

Figure 9: Top 10 Pulp Producers Share in Terms of Global 
Supply (2002-2023) 

Source: Author, Statista 

Figure 10: Vertical Integration of Larger Pulp & 
Paper Firms 

Source: Author, CEPI 
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energy shock, impacting the pulp and paper production since this is an energy-intensive 

industry. Excess of inventories, which happened due to economic uncertainty, disrupted 

the demand and supply chain between distributors and converters, causing apparent 

demand to fall more sharply than the underlying consumption, leading to rapid declines 

in mills' operations and causing pressures in the prices, and raw material increased 

competition and costs. The wood availability, forestry regulation, climate conditions, and 

global pulp pricing directly impact profitability. These fluctuations highlight how cyclical 

this industry is and reinforce that companies, especially Navigator, need to diversify into 

more resilient segments. A PESTEL analysis was conducted to complement the 

macroeconomic overview (Appendix 4).  

Impacts of COVID-19 and post-COVID-19 Rebound 

In the past few years, this industry has changed because of big shifts in consumer 

behaviour. In the past 15 years, there has been a huge shift from printed newspapers, 

magazines, and office documents towards online media, social networks, and cloud-

based document management, especially in mature markets. The Covid-19 pandemic 

has accelerated this trend, lockdowns disrupted physical distribution channels, schools 

and offices rapidly had to move to remote formats, with many firms adopting digital 

workflows permanently (Figure 11). Despite this, the pulp and paper industry remains 

essential to the global economy, and even though the demand for graphic paper has 

been decreasing, there are opportunities to grow, such as for packaging, hygiene 

products, tissue used in healthcare, and consumer goods. This type of goods can also 

be boosted in terms of sales because of the sustainability factor, which is a driver of 

concern for lots of consumers in recent years, and also many of these do not have a 

digital substitute. Looking ahead, in 2024, this industry remained resilient with a 

recovery that partly offset the decline that happened post covid between 2021 and 2023, 

especially with an increased consumption in paper and board by 7%, slightly above than 

expected, and solid expansion in packaging and tissue (Figure 12). 

Supply Drivers 

Cost Pressures: In recent years, weaker demand elevated market instability in the 

pulp & paper industry, particularly in Europe and North America. Higher wood and 

energy costs have rendered older, smaller mills obsolete or with excess inventory. Rising 

Source: Author, CEPI 

Figure 11: Paper and Pulp Consumption (2018-2024) 

Figure 12: Industry Growth Ranges by Segment (CAGR)

  

Source: Author, Statista 
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logistics and transportation costs, as well as delayed international shipments, have 

created the necessity for firms to rely more on the spot market to secure timely, available 

products. These supply challenges alone have increased costs by an estimated 5%, 

affecting margins for less-efficient producers. 

Capacity Adjustments and Mill Conversions: In the past few years, global pulp 

supply has been affected a lot by mill closures and conversions of paper mills into 

packaging or tissue production (Figure 13). While this supports long-term sustainability 

and profitability, it temporarily limits overall pulp supply capacity and contributes to short-

term price volatility.  

Capacity cycle and geography: The market of pulp and paper supply has shifted 

towards the most cost-competitive regions, especially Latin America, because of the 

particularity of using low-cost fibres. The core driver of this structural advantage is the 

fact that countries such as Brazil, Uruguay, and Chile benefit from fast-growing 

eucalyptus plantations, with rotation cycles between 6-7 years, compared to 20-30 years 

in the north of Europe.  

Demand Drivers 

E-commerce and sustainability trends: Globally, there has been an increase in 

pulp-based packages, supported mainly by e-commerce growth and sustainability 

regulations promoting recyclable and fiber-based materials (Figure 14). Consumers' 

preferences are shifting away from single-use plastics towards paperboard and 

containerboard solutions, while reinforcing long-term structural demand for kraftliner and 

packaging grades. 

Demand for Printing and Writing Paper: According to CEPI, in 2024, demand for 

graphic paper, including printing and writing paper, grew by 5,2%, making the first 

annual expansion since 2010. Although these improvements only partially offset a steep 

-13% contraction in 2023, absolute volumes remain well below pre-pandemic levels. 

Meanwhile, packaging production grew 6,5% and now represents a total of 65.3% of the 

total paper and board output (Figure 15). This mix shift underscores that, despite the 

short-term uptick in graphic paper demand, there is a structural decline for printing and 

writing, mainly due to digitalization, keeping the players in this industry at risk.  
Source: Author; CEPI 

Figure 13: Number of Mills (2018-2024) 

Source: Author, CEPI 

Figure 14: Recycling Rate in Europe (2019-2024) 

Source, Author, CEPI 

Figure 15: European Paper Demand by Segment  
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Competitive Positioning 

The pulp and paper industry is already mature, so there is little space for growth. 

Nowadays, improving internal processes and continuous development of R&D to 

produce successful new products is way more important than reinvesting or developing. 

Leading this industry in terms of market capitalization is the Brazilian company Klabin 

S.A., with a market cap of 27.58 billion dollars, while the biggest in Europe is UPM-

Kymmene OYJ from Finland, with a market cap of 16.88 billion dollars. At the moment, 

Navigator is in 15th position, when compared to the 38 largest pulp and paper companies 

by market cap (Figure 16). Hence, when selecting Navigator’s competitors, the selection 

is based on their similarities in the industry, market capitalization, growth, risk, and size. 

Therefore, the main peer group includes UPM-Kymmene OYJ, Stora Enso, Holmen AB, 

Altri, and Svenska Cellulosa (Appendix 5). To further enhance this analysis, I did a SWOT 

analysis, summarized in Figure 17, and a more detailed one in Appendix 6. 

Five Forces of Porter 

Industry Rivalry - High: 

The industry is dominated by a few large players, creating intense competition. Most 

firms cannot supply a unique product with significant differentiation, which also 

intensifies the price competition, especially during periods of oversupply. High fixed 

costs, a rigid cost structure, and significant exit barriers sustain competitive pressure, 

keeping firms competing despite periods of weak profitability.  

Threat of new entrants - Low:  

Participants benefit from brand recognition built and maintained over time. High capital 

requirements and economies of scale, combined with the necessity to fulfil high 

environmental requirements to get certifications (climate change, energy efficiency, 

forest management, and water management), create significant entry barriers to any 

company that wants to compete in this industry. The magnitude of some of the players, 

with a large scale of operations, brings serious issues for new entrants, though it reduces 

the threat.   

 

 

Source: Author 

Figure 16: Market Cap Peers (2024) 

Source, Author, LSEG Worksapce 

Figure 17: SWOT Analysis 
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Bargaining power of suppliers - Moderate:  

Suppliers mainly provide commoditized wood, and since it is the most important raw 

material, it is for this reason, the most important cost for the firms. The main purpose 

is to have a stable retention rate of suppliers to reduce exposure and mitigate the risk of 

entering unfavourable bargaining conditions. However, energy also remains a critical 

power in this field that can meaningfully impact the cost structure. 

Bargaining power of buyers - Moderate:  

The industry has many buyers, from individuals to large corporations with specific 

contracts. Based on these fundamentals, it is plausible to conclude that there are low 

switching costs for paper providers, as products are largely standardized. As a result, 

customers have a certain degree of negotiating leverage because they have a wide range 

of options. However, some paper brands have the quality differentiation to provide some 

mitigation, benefiting from brand loyalty and service reliability. 

Threat of substitutes - High: 

Digitalization continues to structurally reduce demand for traditional paper products, 

especially in Europe and North America. Electronic documents, e-billing, and digital 

media represent persistent substitutes that are not price-sensitive. The tissue and 

packaging segments face a lower substitution risk, as demand is being reshaped, in 

fields such as lifestyle changes and environmental concerns from consumers because 

of recent trends such as e-commerce growth, food delivery, home orders, and hygiene 

awareness. So, overall, graphic paper substitution pressure remains high, while other 

segments benefit from more resilient end-market fundamentals (Figure 18). 

ENVIRONMENTAL, SOCIAL & GOVERNANCE 

Over the past few years, Navigator's ESG score has remained stable. It exhibits strong 

ESG standards, especially given the far lower industry median. When compared to its 

counterparts, the environmental and social pillar ratings are clearly the main drivers of 

its good ESG score. Conversely, the governance pillar score has been steadily declining 

(Table 3), causing the overall score to diverge from the superior peers (Table 4). 

Navigator has several awards, showing a strong ESG profile. The company holds the 1st 

place out of 85 Paper & Forestry companies, having the lowest risk for investors, 

according to Sustainalytics, and it is placed in the top 5% globally from EcoVadis, based 

on the score given to the firm (Figure 19). 

Source: Author 

Figure 18: Porter 5 Forces 

Figure 19: Ratings Received by Navigator (2024) 

Source: Author, Company Data 
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ESG Performance Analysis – Environmental(E): 

Decarbonization Strategy: Navigator thrives in being one of the least carbon-

intensive producers in the European pulp and paper sector. Being one of the first 

companies to fully commit to decarbonizing industrial complexes, having a €340 million 

decarbonization roadmap that hopes to cut by 2035, 86% of greenhouse gas emissions, 

to achieve long-term carbon neutrality (Figure 20). 

Energy self-sufficiency: In 2024, the company advanced with the installation of 38 

MW of new industrial solar capacity, becoming Portugal's largest self-consumer of 

renewable energy, with 80% of its electricity being generated from renewable sources. 

Sustainable Forestry: Navigator promotes 100% certified forests through FSC® and 

PEFC™, resource traceability, and capacity building in the sector, which ensures 

ecosystem protection and the sustainable use of raw materials. 

Water Management: Navigator is aware that water efficiency needs to be promoted. 

To address this, there is a clear commitment to invest in the best available technologies, 

continuous optimisation, and eco-design of products. In 2017, the company 

implemented the PRWU (Programme for Reducing Water Use), with the aim to reduce 

33% the usage of water by 2030, in relation to 2019.  

ESG Performance Analysis – Social(S): 

Training and talent retention: “Crescer” project, launched in 2022, is aimed at 

improving the commitment and sense of accomplishment of the workers while building 

future leaders of the company. In 2021, several measures were implemented to promote 

the construction of the Individual Development Plans to consolidate a culture of growth, 

and 4 years after the establishment of the program, 45% of the total number of 

employees and 60% of specialists and managers had completed the IDP. For Navigator, 

human capital represents a priority, with a total of 3965 permanent employees across 

the world. Within the company, there is a focus on keeping the development of the 

workers by giving them internal progressions based on merit, organizational growth, 

continuous skills development, and promotions to safer working environments. 

Table 3: 2025 Navigator ESG RATINGS 

Source: Author, LSEG Workspace 

Table 4: ESG Scorecard Navigator and Peers 

Source: Author, LSEG Workspace 

Figure 20: UN SDGs Met by Navigator 

Source: Author, Company Data 

Figure 21: Navigator Land Distribution in Mozambique 

Source: Author, Company Data 
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Affected Communities: Navigator wants to keep engaging with the local communities 

through local monitoring committees and continuous dialogue channels. It invests in 

infrastructure and hiring talent from the communities to create shared value. These 

initiatives have the objective of reducing negative impacts and strengthening their social 

license to operate. One example of this is Portucel Moçambique, which brought food 

security, better income, and welfare for the local communities in Zambezia and Manica 

(Figure 21). 

WELL-BEING: Based on the operations within the company, there is continuous 

investment in promoting the safety of employees by minimizing risks. That’s why in the 

past few years, Navigator invested 27 million euros to strengthen infrastructure and 

improve processes to make the workplace safer, with 2024 seeing the lowest number 

of accidents ever recorded and a total reduction of 40% since 2020. This is part of the 

company's Zero Mission Strategy called “Missão Zero”, based on five pillars (Figure 22), 

which has the objective of having zero work-related injuries to all employees. 

Navigator prioritizes several practices that generate a positive impact on employees. This 

is based on the offer of attractive salaries and benefits, continuous training, and work-

life balance. There is also the rejuvenation program, offering economic advantages for 

older employees. The workforce is mainly male workers; the company is aware of this 

gender imbalance, which is influenced by the physical demands of forestry and industrial 

jobs (Figure 23).  

ESG Performance Analysis – Governance(G): 

Board of Directors: The board of directors is composed of Ricardo Miguel dos Santos 

Pacheco Pires, who currently serves as the president. António José Pereira Redondo, 

who acts as chairman of the Executive Committee, is also a member of the board of 

directors (Appendix 3 to see the board overview). The audit board is composed of 3 

members and is presided over by José Manuel Oliveira Vitorino. The Statutory Auditor, 

the impartial organization designated to examine a company's financial records, is KPMG 

& Associados – Sociedade de Revisores Oficiais de Contas, S.A (Appendix 2). 

Shareholder Structure: The Navigator Company is listed on Euronext Lisbon and 

currently has a share capital of € 500,000,000, with 711.18 million shares outstanding. 

The shareholder structure is highly concentrated between Semapa Group, institutional 

Figure 22: “Missão Zero” Pillars 

Source: Author, Company Data 

Figure 23: Navigator Gender Diversification 

Source: Author, Company Data 

Figure 24: Shareholder Structure 2024 

Source: Author; Company Data 
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investors, private investors, and others. Semapa Group holds approximately 70% of the 

equity, institutional investors account for 14%, followed by 13% held by private investors 

(Figure 24). The remaining is held by others. Excluding SEMAPA, the majority of 

institutional shareholders of Navigator are from the United States and Europe, with a 

sizable portion based in Portugal. European owners include investors from Spain, the 

Netherlands, and the United Kingdom. The remainder of the world is represented by a 

minimal share of institutional investors (Figure 25). 

ESG Opportunities for Navigator 

Navigator has significant opportunities to leverage ESG initiatives to improve its 

competitive position and financial performance in the competitive industries in which the 

company operates. One of the possibilities is to expand to sustainable financing 

instruments such as Sustainability-Linked Loans (SLLs) or the issuance of green bonds, 

since a great share of its activities are already linked to sustainable practices. In relation 

to green bonds, Navigator has a clear pipeline of eligible assets. Keeping investments in 

renewable energy capacity, energy efficiency at mills, forest management, and circular 

initiatives, which are well-aligned with the EU taxonomies and ICMA Green Bonds 

Principles, would allow Navigator to match its long-term CAPEX with long-dated funding. 

SLLs are particularly suited, given the company’s ability to define measurable, credible, 

and auditable ESG KPIs, and the company already tracks key environmental indicators 

such as greenhouse gas emissions, water usage, and forest certification coverage. With 

these implementations, Navigator can support its cost-of-capital optimization (Figure 26).  

INVESTMENT SUMMARY: Navigator’s New Direction 

This report issues a Buy recommendation to The Navigator Company, S.A. (XLIS: NVG) 

based on a year-end target price of €3.68 per share, representing a 15.7% upside 

potential from the closing price of €3.18 on the 24th of March, 2026. The main valuation 

methodology used for this target price is the Discounted Cash Flow, complemented by 

a Sensitivity Analysis, Scenario Analysis, and a Monte Carlo. A Relative Valuation and the 

Dividend Discount Model also support this valuation methodology (Figure 27). The 

following arguments briefly highlight the report's key findings: 

Figure 25: Geographic Distribution of Institutional 
Investors 

Source: Author, Company Data 

Figure 26: Navigator Possibilities for a Higher 
Sustainable Financing 

Source: Author 
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Thesis 1: Structural Cost Competitiveness and Integrated 

Business Model 

Navigator benefits significantly from a vertically integrated production structure, having 

strong pulp self-sufficiency, spanning forestry, energy generation, and exposure to a 

competitively priced Iberian fibre. This positions Navigator favourably along the European 

cost curve in a highly cyclical pulp and paper industry. This type of structure enables the 

firm's management to allocate fibre to the highest-margin end-product, defending 

utilization rates during weak cycles, and mitigating supplier and energy costs volatility. 

Renewable energy self-sufficiency and modern industrial assets further reinforce the cost 

competitiveness. In industries that are characterized by high fixed costs and fierce price 

competition, the ability to protect margins during downturns is as critical as capturing 

upside in expansions. The Navigator platform is structurally designed to absorb cyclical 

pressure while preserving the operating capacity.  

Thesis 2: Repositioning Towards an Essential Turning Point: 

Tissue & Packaging  

Navigator continues to be perceived primarily through its legacy exposure to printing and 

writing paper. However, the most economically relevant development is the company's 

gradual movement towards tissue and fibre-based packaging. This marks Navigator's 

turning point into a new business model, from products that are facing an increased 

decline in everyday consumption due to newer demands to categories that are part of 

everyday consumption. Tissue revenues have been increasing, passing from 8% of the 

total revenue in 2022 to 22% in 2024, expected to keep on growing in the forecasted 

period. Packaging, although still smaller in scale, also increased in the same period, and 

is expected to grow at a similar pace, accounting for only 4% of total revenues in 2024 

so far (Figure 28). As this evolving mix increasingly shapes reported revenues and 

earnings, Navigator's risk profile improves because exposure to graphic paper becomes 

progressively diluted, while the cash flow is strengthened through participation in these 

segments with more stable market dynamics. Over time, this portfolio rebalancing 

challenges the market's “single market cyclical” perception and supports a 

reassessment of Navigator as a diversified forest-based firm with multiple structural 

drivers.  

Figure 27: Valuation Projections 

Source: Author 

Source: Author, Company Data 

Figure 28: Sum of Navigator Tissue & Packaging 
Revenues in 2024, in Relation to Total Revenue 
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Thesis 3: Improving Earnings Quality with Valuation Support  

Over the past few years, Navigator has demonstrated resilience despite operating in a 

high-cyclical industry. While the UWF segment faces structural pressure, the company 

has progressively shifted its strategy focus towards two segments, tissue and packaging, 

emerging as key growth drivers for the upcoming years.  

Between 2021 and 2024, revenue expansion was supported by a strong performance 

in Tissue and favourable pulp market dynamics. Tissue is projected to keep growing, 

and packaging comes right behind, while UWF has a slight decline. Although margins 

normalized after a 2022 peak, profitability remains structurally positive, and ROE also 

remained stable, supported by the vertical integration and disciplined cost management. 

Furthermore, Navigator stocks seem to be undervalued. Over the past few months, the 

stock has kept on increasing, but following my DCF valuation, there is still room for a 

potential upside of 15.7%.  

FINANCIAL ANALYSIS 

 

 

 

 

 

 

 

 

 

Table 5: Navigator Key Financials; 2020-2024 actual values, 2025 expected values, and forecasted values for 2026-2030 

Source: Author, Company Data 
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Revenues 

The most illustrative period of revenue growth in Navigator was from 2020 to 2022, 

where the revenues increased by almost 78%. This expansion was mostly driven by the 

strong performance of the tissue, pulp, and packaging segments, based on very 

favourable market conditions for pulp and paper in this period. Tissue revenues nearly 

doubled from 2021 to 2023, rising from €143.6 million to €292.9 million, a 104% rise, 

supported by new industrial capacity from the new tissue machine at the Cacia site, 

allowing Navigator to shift towards converted tissue products with higher consumer 

value. The pulp for the market also saw robust growth: increasing from €159.6 million 

to €253,9 million, a 59% rise, benefiting from international favourable pulp price cycles. 

The UWF paper, still the largest revenue contributor, exhibited significant volatility 

throughout the years. It peaked at €1725.2 million in 2022, declining in 2023 and in 

2024, mainly because of the normalization in paper prices and weaker demand in 

graphic paper. The energy segment showed cyclical fluctuations linked to the volatility of 

electricity prices in Europe, and packaging, despite being the smaller revenue 

contributor, demonstrated a meaningful growth momentum. For the projection period, 

tissue is expected to remain the key growth engine, with a CAGR of 7.11%, followed by 

packaging, which is expected to maintain momentum with 6.45%, energy at 1,66%, UWF 

paper at -0,42%, and pulp for the market at -0,5%. I forecast a CAGR of 2,44% for 

Navigator in the projection period (Figure 29) (Appendix 13).  

Profitability 

The Return on Equity (ROE) is decomposed by using the standard accounting definition, 

measuring the overall return generated for equity holders. Historically, Navigators ROE 

exhibits strong cyclicality, peaking at 31,16% in 2022, driven by exceptional margin 

expansions and favourable pulp price dynamics. From 2023 onward, ROE normalizes 

as market conditions stabilize. In my forecast period, ROE is projected to stabilize 

between 12% and 16%, consistent with mid-cycle profitability assumptions and a growing 

equity base supported by retained earnings. 

The Operating Return on Assets (ROA) is calculated through the net income and the total 

assets, reflecting Navigator's ability to generate earnings from its assets. Overall, the 

evolution of the ROA shows that Navigator's profitability is cyclical but structurally 

Figure 29:Forecasted Sales CAGR (2026-2031) 

Source: Author 

Figure 30: Profitability Ratios (2020-2031) 

Source: Author, Company Data 
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positive, maintaining solid asset efficiency, even under normalized conditions. In the 

forecasted period, it stabilizes between approximately 5% and 7%, consistent with higher 

capital intensity resulting from future investments (CAPEX). Overall, the fact that ROE is 

constantly higher than ROA suggests that some leverage is being used. 

The EBITDA and the EBIT margins in the historical period show an upward trend until 

2022, once again reflecting favourable conditions in the pulp pricing. Over the forecast 

horizon, the EBITDA Margin stabilizes, and the EBIT Margin is expected to decline due 

to higher investment levels, increasing depreciation affecting the EBIT (Figure 30).  

Solvency 

Based on the historical period from Navigator, the Debt-to-Equity ratio shows significant 

volatility, starting at 100.9% in 2020, increasing to 117.71% in 2021, and then 

decreasing a lot in 2023 to 62.47%. For the forecast period, I expect a relatively stable 

Debt-to-Equity ratio, assuming the 2025 value of 77% until 2031. The Long-Term Debt 

to Total Debt shows that Navigator has a well-structured debt maturity profile, with 

limited short-term refinancing risk (Figure 31). The Interest Coverage Ratio follows a 

substantially positive trend from 2020 to 2022, however, it stabilizes afterward. I expect 

a declining stable trend in my forecasted years, especially until 2027, but the coverage 

levels remain comfortably above the 5 thresholds, which is typically associated with low 

credit risk.  

Liquidity 

Navigator maintains a consistently comfortable liquidity position in the historical period, 

and also based on my forecast period, indicating greater short-term financial flexibility. 

The Current ratio remains over 1 in the period of analysis, suggesting that current assets 

comfortably cover short-term liabilities. Quick ratio trends slightly downward in my 

projection years, but it generally remains close to 1, indicating that even excluding 

inventories, the company maintains sufficient liquid resources to meet obligations. The 

Cash ratio shows higher fluctuations and a declining trend in my forecasted period. While 

this may suggest a more efficient deployment of excess cash towards investment and 

debt servicing, it also implies reduced liquidity buffers (Figure 32).  

Figure 31: Solvency Ratios Trend (2020-2031) 

Source: Author, Company Data 

Figure 32: Liquidity Ratios Trend (2020-2031) 

Source: Author, Company Data 
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Turnover 

Overall, turnover ratios indicate a normalization of operating efficiency following cyclical 

volatility. Receivables turnover declines until 2024, and stabilizes thereafter in the 

projected period, due to Navigator having a more predictable cash conversion. I expect 

the Inventory Turnover to remain broadly stable in the forecasted period, assuming that 

Navigator will keep the inventory management balanced without excessive stock 

accumulation (Figure 33).  

The Asset Turnover peaked in 2022, then declined and stabilized at lower levels, likely 

reflecting increased capital intensity driven by CAPEX and asset expansion, reinforced 

by the rise of the PPE-to-sales ratio, signalling that Navigator is in a phase of a structurally 

more asset-heavy business model. 

Operating Performance Ratios 

The operating performance ratios reflect a stabilization of working capital management 

over the period of analysis. The accounts receivable days increased until 2024, reflecting 

a deterioration in collection efficiency during a more volatile operating environment. 

However, I forecast that from 2025 onward, the receivables will stabilize at 

approximately 65 days. The Inventory days in the forecasted period remain stable at 98 

days. This projected level reflects the structural working capital intensity of an industry, 

such as pulp and paper. The accounts payable in days indicate an improvement in the 

bargaining power of the company.  

Dividend Policy 

Navigator has demonstrated a dividend policy that is aligned with the earnings 

performance, reflecting the cyclical dynamics of the pulp and paper industry. The 

dividend per share increased from €0.2101 in 2020 to €0.3515 in 2021 (+67%). In 

2022 and 2023, dividends declined to €0.2812 and €0.2109, respectively, following 

earnings normalization. In 2024, dividends went up again to €0.2461, in line with net 

income improvements (Table 6). For the projection period, the payout ratio is assumed 

to remain at the constant level of 70%, calculated as regular dividends divided by the net 

income, assuming no changes in the company's dividend distribution policy happen.  

Figure 33: Turnover Ratios Trend (2020-2031) 

Source: Author, Company Data 

Table 6: Dividend Growth 

Source: Author, Company Data 
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VALUATION 

I issue a buy recommendation for The Navigator Company based on the Discounted 

Cash Flow (DCF) backed by a 2026 year-end target price of €3.68, which indicates a 

15.7% upside potential from a closing price of €3.18 on March 24th, 2026. This analysis 

is complemented by Sensitivity Analysis, Scenario Analysis, and a Monte Carlo 

Simulation. A Relative Valuation, Dividend Discount model, and Option Valuation were 

also computed to enhance this analysis. 

Weighted Average Cost of Capital 

Cost of Equity: The Navigator cost of equity was calculated using the capital asset 

pricing model (CAPM). To begin with this computation, first, I chose a risk-free rate of 

2.87%, based on a 10-year German bond, which is the most appropriate to use in this 

context. The Equity Risk Premium (ERP) was calculated based on the revenue exposure 

that Navigator faces (Appendix 9 ). I used the average risk premium of each region where 

the firm operates, weighted by the proportion of sales in each region, and got a 

cumulative Equity Risk premium of 8.62%. Lastly, the Navigator beta was calculated 

using the bottom-up approach, by taking the average unlevered beta of comparable firms 

and re-levering it at the Navigator expected capital structure. After all the primary 

computations, I calculated the CAPM and got a final value of 9.10% for the cost of equity. 

Cost of Debt: To get the cost of debt for Navigator, I started by calculating the interest 

coverage ratio, which is the company's EBIT divided by interest expenses, and the result 

gave me a credit rating of AAA, according to Moody's. This AAA rating indicates that 

Navigator has a default spread of 0,45%, so to estimate the cost of debt, I added the 

default spread to the risk-free rate, and got a final value of 3.32%. 

WACC: Navigator capital structure consists of a debt-to-value (D/V) ratio of 30.35% and 

an equity-to-value (E/V) ratio of 69.65%, leading to a weighted average cost of capital of 

7.03% (Table 7).  

Strategic Outlook 

The competitive field for Navigator is expected to undergo a significant transformation. 

In Appendix 7, I have the main key assumptions. The company’s growth in the tissue 

Table 7: Weighted Average Cost of Capital 

Source: Author 
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and packaging industries opens the door to multiple strategic initiatives aimed at 

supporting and accelerating this growth. Navigator plans to make substantial 

investments in these segments in the next few years, the first being the acquisition of a 

new tissue machine and the transformation of a paper machine into a packaging 

machine in 2026. Since this kind of capital investment is relatively rare and strategically 

significant within this industry, the investments that Navigator will make in 2026 are 

expected to boost production capacity and contribute meaningfully to revenue growth. 

In addition, I assume that Navigator will continue its acquisition strategy by purchasing 

key segments beyond pulp and paper with attractive long-term fundamentals. So, in my 

projections, I assumed Navigator intends to pursue a packaging-related acquisition to 

reinforce its strategic positioning in this segment. Although restructuring efforts and 

restoring the company’s purchasing power are likely to take some time, I anticipate that 

this acquisition will likely take place around 2030 (Figure 34). These initiatives are 

expected to reshape Navigator's operational profile over the forecast period materially 

and are central to this analysis (Appendix 14).  

Discounted Cash Flow  

The DCF valuation uses the FCFF methodology to estimate the company's enterprise 

value by discounting projected cash flows to the firm's WACC and the target price at the 

end of 2026. The horizon for the forecasted cash flows is 2027E-2031E, which is a 

horizon that reflects Navigator's ongoing business shift and the build-up of investments 

planned for the period (Appendix 15). 

First, the FCFF is calculated as EBIT minus taxes (NOPAT), then depreciation and 

amortization are added back, and lastly, CAPEX and changes in working capital are 

subtracted. Investment is a central part of Navigators' growth strategy, and my forecast 

reflects this through an elevated but targeted CAPEX profile (Figure 35). The terminal 

growth rate used is a 1.25% perpetual growth, derived from the multiplication of the 

reinvestment rate by the return on invested capital, keeping in line with the assumption 

that Navigator moves into a stable long-run phase and that it will continue to grow 

modestly once its portfolio shift is largely in place, also to be consistent with real GDP 

and inflation rates in Portugal. 

The Terminal Value is calculated using the fundamental perpetual growth approach, 

where the terminal growth rate is derived from the product of the reinvestment rate and 

Table 8: Navigator DCF Valuation Price 

Source: Author 

Source: Author 

Figure 34: Navigator Investment Roadmap 

Figure 35: Capex Historical and Forecasted 

Source: Author, Company Data 
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the return on invested capital. The 2031 EBIT(1-t) is multiplied by one minus the 

reinvestment Rate to obtain the normalized FCFF, which is then divided by the spread 

between the WACC and the implied growth rate, and discounted back to present value 

(Table 9). 

Consequently, after doing the computations, I ended up with an Enterprise Value of 3.42 

billion euros and a target price for the end of 2026 of €3.68 per share, broadly in line 

with the analyst consensus, supporting a BUY recommendation (Table 8).  

Sensitivity Analysis 

To better assess potential variability in outcomes and robustness of the DCF, in this part 

of the report, a sensitivity analysis was conducted to test the impact of the WACC and 

terminal growth on the company's share price. Both parameters are varied in increments 

of 0.25% to get a more precise estimation of their sensitivity. The results obtained in this 

analysis are summarized in Table 10.  

First, I focused on analysing the impact of the WACC, and the results showed significant 

variations in the estimated share price. In the most optimistic scenario, where the WACC 

is at 6.03%, the Navigator share price is projected to be €4.69. When looking at the 

worst case, where the WACC rises to 8.03%, the share price corresponds to €2.96. 

Changes in the terminal growth produce a very similar effect to the sensitivity analysis: 

a 1% increase in the growth rate leads to a target price of €4.44, and a decrease in 1% 

leads to a lower share price of €3.13. Small changes in the WACC and terminal growth 

have similar effects on how they affect the valuation, highlighting the sensitivity to these 

assumptions, Appendix 16 for further detail. 

Scenario Analysis 

A scenario analysis was also conducted in order to get two different scenarios: the bear 

and the bull case. In this analysis, I opted to only change the terminal growth rate 

compared to the one that I made previously in the sensitivity analysis, and also changed 

the revenues per business segment in order to better reflect updated operating 

expectations and segment-specific growth dynamics. 

Table 9: Terminal Value Calculation 

Source: Author 

Table 10: Sensitivity Analysis Summary 

Source: Author 

Figure 36: Scenario Analysis 

Source: Author 
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Regarding the Bear scenario, there is a decline in the revenues in several segments of 

Navigator caused by the weaker demand for products derived from pulp and paper, 

enhanced consumer adaptation to digitalization, and a rough cyclical period for pulp and 

paper. The result given by this scenario is a DCF of €2.90 per share, representing a 

downside of approximately 9%, compared to the current share price, and it is €0.78 

lower than the base case scenario, becoming a sell recommendation. 

On the other hand, the Bull case is driven by a revenue increase due to the continuous 

growth in the tissue and packaging segments, based on new trends in consumer habits, 

also showing a favourable cyclical recovery in terms of the pulp and paper industry. 

Alongside the company's continued operational excellence and leadership in 

environmental and social sustainability practices, this scenario results in a DCF-derived 

equity per share of €4.16, representing an upside of 30%, confirming a Buy 

recommendation (Figure 36). 

Monte Carlo Simulation 

A Monte Carlo Simulation of 5,000 iterations was performed, sampling the terminal 

growth rate and the WACC. Figure 37 shows the resulting share price distribution 

between €3.14 and €4.76, with a mean of €3.65. The 5th and 95th percentile range 

between €3.35 and €4.22, suggesting that the majority of plausible valuations fall into 

this interval. Values between the current price and the target price (€3.18-€3.68) 

account for roughly 46% of the outcomes, and only 3% of the sample accounts for 

simulations, suggesting a sell recommendation. So, these simulations strengthen that 

the upside potential and valuation level implied by the Monte Carlo simulation is highly 

consistent with the DCF of €3.68. Furthermore, 10% of the sample exceeds the bull case 

of €4.16. Overall, the close alignment between the DCF target price and the average 

simulated values indicates that this share price has a substantial likelihood of significant 

growth in the future.  

Relative Valuation 

In the Relative valuation, I valued Navigator using comparable companies, based on 

valuation multiples such as NTM EV/EBITDA, NTM Price-to-earnings (P/E), and NTM 

EV/SALES. These were the selected multiples to be consistent and capture Navigator’s 

operating performance, shareholder value, and scale. The peer group used included the 

Table 11: Relative Valuation Summary 

Source: Author, LSEG Workspace 

Figure 37: Monte Carlo Analysis 

Source: Author 
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following companies: UPM-Kymmene, Stora Enso OYJ, Holmen AB, Altri SGPS, and 

Klabin SA. The average multiples for the selected peer group are 8.3x EV/EBITDA, 

14.83x P/E, and 1.81x EV/Sales. Applying these multiples to Navigator’s forecasted 

financial results, I derived a valuation of implied share prices of €3.24 (EV/EBITDA), 

€4,12 (P/E), and €2.88 (EV/SALES), yielding an average target price of €3.41 per share. 

This implies a moderate upside relative to the reference current market price of 7.23%. 

The relative valuation was not used as the final price calculation, but it supplements the 

BUY view on the shares of Navigator (Appendix 18). 

Dividend Discount Model 

Given Navigator's well-established dividend policy and its positioning as a mature 

business, the Dividend Discount Model (DDM) is applied as a complementary valuation 

approach (Appendix 19). To proceed with this valuation, I assumed a stable 70% payout 

ratio over the forecast horizon, consistent with Navigator's historical commitment to 

distribute earnings to shareholders. In addition, in periods with low CAPEX, special 

dividends were incorporated, calculated as a proportion of excess cash generated (Figure 

38). To retrieve a realistic value, a more prudent perpetual growth was adopted, aligned 

with the long-term GDP growth expectations, and under these assumptions, the DDM 

yields a target price of €3.28. This valuation implies an upside of approximately 3% 

relative to the current market price, supporting a HOLD recommendation (Table 12).  

INVESTMENT RISK 

(C1) Cybersecurity, information, and AI - Probability: Very Likely & Impact: 

High 

Risk: Navigator faces the risk of losing the security, confidentiality, integrity, and 

availability of data, considered the main risk it faces, due to improper access, new cyber-

attack methods, or information theft, which can exploit vulnerabilities in information, 

corporate, and industrial control technologies. These incidents can lead to operational 

downtime, damage to the reputation, and financial losses.  

Mitigation: To reduce this risk, Navigator must continue to strengthen its cybersecurity 

structure through its formal enterprise-risk management framework, reinforced by 

internal audit functions, implementation of secure unified technological infrastructures, 

and continuous investment in monitoring employees. 

Figure 38: Historical Dividends and Forecasted 
(2020-2031) 

Source: Author, LSEG Workspace 

Table 12: Dividend Discount Model 
Summary  

Source: Author 
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Market Risks 

(M1) Price Volatility - Probability: Likely & Impact: Moderate 

Risk: Market conditions have been varying a lot, so Navigator faces the risk of prices 

going up in the pulp and paper market, making the margins fluctuate in an uncertain 

way. This exposure is amplified because of the structural pressure in the UWF segment. 

Mitigation: Navigator mitigates this aspect by diversifying beyond UWF in some 

segments, such as tissue, packaging, and pulp, strengthening its product portfolio. 

(M2) Competitive Environment - Probability: Likely & Impact: Moderate 

Risk: The competitive landscape pressures Navigator due to the positioning of some 

producers, particularly Latin American pulp and paper players, who have significantly 

lower production costs. 

Mitigation: The continuous bet by focusing on premium product differentiation, 

expansions to segments such as gKRAFT packaging and tissue, leveraging strong 

commercial relationships, and reinforcing cost efficiency.  

(M3) Consumption Changes/Structural Decline - Probability: Very Likely & 

Impact: Low 

Risk: There is a structural and irreversible decline in demand for printing and writing 

paper driven by the digitalization and changes in consumer habits, reducing long-term 

volume potential in the core of the company, the UWF. 

Mitigation: Reallocate investment towards growth areas such as tissue and sustainable 

packaging, developing innovative fibre-based alternatives, and broadening the exports, 

reducing reliance on Europe's mature markets. 

Operational Risks 

(O1) Access to Wood - Probability: Likely & Impact: High 

Risk: Wood is the most crucial raw material for pulp and paper production, so Navigator 

is exposed to its availability based on regulatory or legislative restrictions, and failures to 

promote productivity, resilience, and sustainability of national forests might limit 

domestic supply. 

Figure 39: Risk Matrix 

Source: Author, Company Data 
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Mitigation: Navigator through rigorous preventive and predictive maintenance 

programs, keeps continuous development in industrial modernization and automation to 

optimize asset performance and ensure stable mill operations. 

(O2) Efficiency and Industrial Failures - Probability: Unlikely & Impact: Low 

Risk: Navigator faces the risk of equipment failures, operation inefficiencies, or 

unplanned shutdowns in their mills, which can cause disruption of production flows, 

reduce output quality, and increase the maintenance costs. 

Mitigation: The company has several strict programs to prevent and predict errors, 

maintain performance with excellence, and ensure health and safety for all employees. 

Financial Risk 

F1) Capital and Liquidity - Probability: Likely & Impact: Medium  

Risk: Navigator is exposed to several financial risks inherent to its operations, including 

interest rate volatility, constrained access to financing during tighter credit conditions, 

and asset valuation risk, as adverse market dynamics may reduce demand and trigger 

impairments of industrial or forest assets, negatively impacting the net income. 

Additionally, the company faces credit risk related to customer receivables, particularly 

during periods of economic slowdown, when liquidity pressures may increase the 

likelihood of defaults.   

Mitigation: The financial risk is mainly mitigated by applying a solid liquidity position 

and diversified financing sources. These actions are coordinated by the Risk 

Management department. 

Investment Case Conclusion 

Overall, Navigator faces material exposure to cyclical demand, input cost volatility, and 

financial risks inherent to a capital-intensive industry. While diversification into tissue and 

packaging helps achieve a strong cash flow generation and improve the company's 

resilience in the market, the investment case still remains very sensitive to 

macroeconomic conditions and execution risk.  



 

25  

REFERENCES 
 

AFRY. (2022). Holding the handlebars. https://afry.com/en/insight/holding-handlebars 

Altri. (n.d.) Our World. https://altri.pt/en/altri/our-world 

CEPI. (2023). Pulp and Paper Industry Report 2023. 

CEPI. (2024). Press release: Europe’s pulp and paper sector has shown resilience in 2024, but high energy 

prices and macro-economic uncertainties remain an issue. https://www.cepi.org/press-release-europes-

pulp-and-paper-sector-has-shown-resilience-in-2024-but-high-energy-prices-and-macro-economic-

uncertainties-remain-an-issue/ 

CEPI Key Statistics 2024. (2025). https://www.cepi.org/cepi-key-statistics-2024/ 

Companiesmarketcap.com (n.d.) Largest pulp and paper companies by market cap. 

https://companiesmarketcap.com/pulp-and-paper/largest-companies-by-market-cap/ 

CIP. (2024). Navigator é considerada a empresa mais sustentável do setor florestal a nível mundial. 

https://cip.org.pt/navigator-considerada-a-empresa-mais-sustentavel-do-setor-florestal-a-nivel-mundial/ 

Custom Market Insights. (n.d.). Global Pulp Paper and Packaging Market Size, Share 2032. 

https://www.custommarketinsights.com/report/pulp-paper-and-packaging-market/ 

Damodaran, A. (2026). Country Default Spreads and Risk Premiums. 

https://pages.stern.nyu.edu/~adamodar/New_Home_Page/datafile/ctryprem.html 

ECO. (2025). Navigator investiu 27 milhões em segurança no trabalho. 

https://eco.sapo.pt/2025/03/28/navigator-investiu-27-milhoes-para-tornar-local-de-trabalho-mais-seguro-

acidentes-cairam-para-minimos/ 

European Commission. (n.d.) Pulp and paper industry - Internal Market, Industry, Entrepreneurship and 

SMEs. https://single-market-economy.ec.europa.eu/sectors/raw-materials/related-industries/forest-based-

industries/pulp-and-paper-industry_en 

Fortune Business Insights. (n.d.) Pulp and Paper Market Size. 

https://www.fortunebusinessinsights.com/pulp-and-paper-market-103447 

Grand View Research. (n.d.). Paper Packaging Market 2026-2033. 

https://www.grandviewresearch.com/industry-analysis/paper-packaging-market 

Hans Nicholas Jong. (2024). World’s top timber companies are dropping the ball on ESG reporting: 

Analysis. https://news.mongabay.com/2024/08/worlds-top-timber-companies-are-dropping-the-ball-on-esg-

reporting-analysis/ 

Holmen. (n.d.) About Holmen. https://www.holmen.com/en/about/Holmen-in-short/business-idea-

strategy-and-targets/´ 

https://altri.pt/en/altri/our-world
https://www.cepi.org/cepi-key-statistics-2024/
https://companiesmarketcap.com/pulp-and-paper/largest-companies-by-market-cap/
https://cip.org.pt/navigator-considerada-a-empresa-mais-sustentavel-do-setor-florestal-a-nivel-mundial/
https://www.custommarketinsights.com/report/pulp-paper-and-packaging-market/
https://eco.sapo.pt/2025/03/28/navigator-investiu-27-milhoes-para-tornar-local-de-trabalho-mais-seguro-acidentes-cairam-para-minimos/
https://eco.sapo.pt/2025/03/28/navigator-investiu-27-milhoes-para-tornar-local-de-trabalho-mais-seguro-acidentes-cairam-para-minimos/
https://single-market-economy.ec.europa.eu/sectors/raw-materials/related-industries/forest-based-industries/pulp-and-paper-industry_en
https://single-market-economy.ec.europa.eu/sectors/raw-materials/related-industries/forest-based-industries/pulp-and-paper-industry_en
https://www.holmen.com/en/about/Holmen-in-short/business-idea-strategy-and-targets/´
https://www.holmen.com/en/about/Holmen-in-short/business-idea-strategy-and-targets/´


 

26  

Investing.com. (2026). Risk-free rates. https://www.investing.com/rates-bonds/european-government-

bonds 

Kayla. (2023). Is the pulp and paper industry sustainable? https://umaineppf.org/2023/09/01/is-the-pulp-

paper-industry-sustainable/  

Navigator. (n.d.) Company Profile. https://thenavigatorcompany.com/en/institutional/the-companys-

profile/ 

Navigator. (n.d.) Navigator History. https://thenavigatorcompany.com/en/institutional/history/ 

Navigator. (n.d.) Mission, Vision, and Values. https://thenavigatorcompany.com/institucional/missao-visao-

e-valores/ 

Navigator. (n.d.) Our Activity. https://thenavigatorcompany.com/institucional/a-nossa-atividade/ 

Navigator. (n.d.) Share Price. https://thenavigatorcompany.com/en/investors/navigator-share/  

Navigator. (2023). Portucel Moçambique Presentation. 

Navigator. (2024). Annual Report 2023. 

Navigator. (2025). Annual Report 2024. 

Navigator. (2025). Investor Presentation 2025. 

McKinsey. (2019). The packaging, pulp, and paper industry in the next decade. 

https://www.mckinsey.com/industries/packaging-and-paper/our-insights/pulp-paper-and-packaging-in-the-

next-decade-transformational-change#/ 

McKinsey. (2023). Sustainability in packaging 2023. https://www.mckinsey.com/industries/packaging-

and-paper/our-insights/sustainability-in-packaging-2023-inside-the-minds-of-global-consumers 

Pulp and Paper Technology. (2025). Top 10 largest P&P Mills Worldwide. https://www.pulpandpaper-

technology.com/articles/top-10-largest-pulp-and-paper-mills 

SCA. (n.d.). The core of the SCA business is the forest. https://www.sca.com/en/about-sca/ 

Simon Matthis. (2025). Pulp market to grow by USD 43.2 billion (2025-2029). 

https://www.pulpapernews.com/20250120/16336/pulp-market-grow-usd-432-billion-2025-2029 

Statista. (2024). Tissue & Hygiene Paper – Worldwide. https://www.statista.com/outlook/cmo/tissue-

hygiene-paper/worldwide 

Stora Enso. (n.d.). About Stora Enso. https://www.storaenso.com/en/about-stora-enso 

Timberland Investment Group. (2024). Global Pulp Market Structure. 

UPM. (n.d.). A material solutions company. https://www.upm.com/fi/ 

  

https://thenavigatorcompany.com/en/institutional/history/
https://thenavigatorcompany.com/institucional/missao-visao-e-valores/
https://thenavigatorcompany.com/institucional/missao-visao-e-valores/
https://thenavigatorcompany.com/institucional/a-nossa-atividade/
https://www.mckinsey.com/industries/packaging-and-paper/our-insights/sustainability-in-packaging-2023-inside-the-minds-of-global-consumers
https://www.mckinsey.com/industries/packaging-and-paper/our-insights/sustainability-in-packaging-2023-inside-the-minds-of-global-consumers
https://www.sca.com/en/about-sca/
https://www.pulpapernews.com/20250120/16336/pulp-market-grow-usd-432-billion-2025-2029


 

27  

APPENDICES 
 

Appendix 1: Shareholders by Investment Style 

 

From an Investment Style perspective, Index Funds constitute the 

largest proportion of institutional ownership, followed by investors 

adopting value and growth strategies. GARP (Growth at a Reasonable 

Price) investors represent a smaller segment, while the remaining 

equity is distributed among investors employing alternative 

investment approaches.  

 

 

Source: Author, Company Data 

 

Appendix 2: Governance Structure 

 

Source: Author, Company Data 

Executive Management 
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Appendix 3: Board of Directors 

Name & Position Background 

Ricardo Miguel dos Santos Pacheco Pires, President of the board Degrees from Universidade Católica Portuguesa, ISCTE, and 

Universidade Nova de Lisboa; with Semapa since 2008, now 

Executive Director and Chairman of the Executive Committee 

António José Pereira Redondo, Member of the board Degree in Chemical Engineering (University of Coimbra), MBA in 

Marketing (UCP); CEO of The Navigator Company since 2020, 

former CCO, with industry leadership roles 

José Fernando Morais Carreira de Araújo, Member of the board Law and Accounting degrees, MBA in Corporate Reporting, 

Chartered Accountant, executive director since 2007, with 

extensive experience in tax, accounting, and corporate governance 

Nuno Miguel Moreira de Araújo Santos, Member of the board Degree in Civil Engineering (Instituto Superior Técnico) and MBA 

(INSEAD); former Senior Partner at McKinsey, executive director 

of The Navigator Company since 2015, and President of APIGCEE 

João Paulo Cabete Gonçalves Lé, Member of the board Agronomy and Finance degrees; with Navigator ~30 years, CEO 

of Portucel Moçambique since 2016, executive director since 

2020 

Dorival Martins de Almeida, Member of the board Chemical Engineering and MBA; Industrial Director at Navigator 

since 2021, executive director since 2023, with extensive pulp 

and paper experience 

António Quirino Vaz Duarte Soares, Member of the board Business Management and Economics degrees; with Navigator 

since 2001, Executive Committee member since 2023, 

overseeing Marketing, Sales, and Supply Chain 

Ana Teresa Cunha de Pinho Tavares Lehmann, Member of the 
board 

Management and Economics degrees; non-executive board 

member of Navigator, former Secretary of State for Industry, 

professor, and international advisor 

Hugo Alexandre Lopes Pinto, Member of the board Civil Engineering and Finance degrees, MBA (INSEAD); with 

Semapa Group since 2013, non-executive director at Navigator 

since 2023, and board member of multiple companies 

Maria Isabel da Silva Marques Abranches Viegas, Member of the 
board 

Psychology and HR degrees; Chief People Officer at Semapa since 

2022, non-executive director at Navigator since 2023, with 

extensive HR leadership and advisory experience 

Maria Teresa Aliu Presas, Member of the board Psychology degree; former senior executive at Tetra Pak and 

CEPI, consultant at Magellan, non-executive director of Navigator 

since 2019 

Mariana Rita Antunes Marques dos Santos, Member of the board Business Management and MBA; entrepreneur and international 

business professional, non-executive director of Navigator since 

2019 

Sandra Maria Soares Santos, Member of the board Non-executive director of Navigator since April 2019; former CEO 

and CFO with extensive experience in industrial operations, 

finance, and international business 

Vítor Paulo Paranhos Pereira, Member of the board Economics degree (Portuguese Catholic University), Non-executive 

director of Navigator; long-standing board and chairman roles in 

related Semapa companies 

Source: Author, Company Data 
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Appendix 4: PESTEL Analysis 

 

Source: Author 

Appendix 5: Navigator Peer Group 
 

UPM-Kymmene OYJ, the leading company in pulp and paper sector in terms of market cap in Europe and 

probably the most challenging peer to Navigator, due to its dimension in terms of operations, it is based in 

Finland, having a comprehensive portfolio in renewable fibres, advanced materials, low-carbon solutions and 

printed papers, serving a wide range of industries, the company keeps the paper and forest products as an 

important part of the business even though they now pursue growth in science-based operations, that provide 

high value to the firm costumers’, the firm holds several awards and recognitions in terms of sustainability 

performance competes directly with Navigator in the European uncoated woodfree segment and global pulp 

markets. 

Stora Enso OYJ, a Finnish-Swedish firm that focuses on bio-based and carbon-storing solutions for low-

carbon building construction, circular packaging, and advanced biomaterials, alongside a continuous focus 

on forest management. It is the leading provider in terms of renewable products in packaging, biomaterials, 

and wooden construction. The core mission is to create a positive value for both society and the environment, 

replacing all non-renewable products with renewable ones at an accelerating pace. A major pulp producer 

and a relevant competitor in the market for pulp and certain paper grades. Its vertically integrated forest 

ownership in the Nordics provides several cost advantages in wood sourcing. 

Holmen AB, a Swedish company, owns extensive forest holdings at the foundation of its business. It operates 

in forest management, renewable energy, wood products, board, and paper. This company is also highly 

integrated, owning several forest assets in Sweden, ensuring good quality wood for climate-smart building, 
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renewable packaging, magazines, and books, while at the same time, they are able to generate hydro and 

wind power on their own land. Even though they are less exposed to the pulp segment, they are a fierce 

competitor in the graphic paper segment and benefit a lot from renewable energy self-sufficiency, enhancing 

margin resilience just like Navigator.  

Altri SGPS S.A., headquartered in Portugal, is a focused producer of bleached eucalyptus pulp (BEKP) and 

is involved in sustainable forest management, with operations mainly concentrated in Portugal. Altri is one of 

the lowest cost producers in Europe in terms of production of cellulosic fibres, having three cellulosic fibre 

mills: Celbi, Caima, and Biotek, with a technical capacity to produce above 1million tonnes per year. Being 

primarily exposed to pulp production and operating in Portugal makes it a direct competitor to the Navigator 

pulp segment, but it lacks diversification, so it´s more directly impacted by global pulp price cycles.  

Svenska Cellulosa, commonly known as SCA, a Sweden-based forest industry group, has operations in 

forest management, wood, pulp, containerboard, and renewable energy. It's one of the largest private owners 

of forests in Europe, having a strong cost advantage in wood supply. The heavy focus nowadays is on kraftliner 

and containerboard packaging materials, alongside market pulp production. While SCA has limited exposure 

to printing and writing paper compared to Navigator, it competes in pulp markets, benefiting from a high 

vertical integration and exposure to structurally growing packaging demand, and benefits a lot from renewable 

energy, by producing biofuels and investing in wind power projects.    

Source: Author, Firms' Data 
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Appendix 6: SWOT Analysis 

S 

Strengths 

W 

Weaknesses 

O 

Opportunities 

T  

Threats 

Cost-competitive pulp producer: 

Navigator has a vertically integrated 

forestry model (owned eucalyptus 

plantations), which supports low cash 

costs and margin resilience.  

Geographic diversification of 

revenues: Having operations in 

Europe, North America, and Asia helps 

mitigate single-market demand risk.  

Global presence: Exports to over 130 

countries. 

High-quality assets: Navigator is 

always concerned with having modern 

and large-scale pulp and paper mills to 

keep strong efficiency in the operational 

field and maintain high utilization rates. 

Exposure to cyclical pulp prices: 

The firm's earnings remain very 

sensitive to global supply-demand 

dynamics.  

Structural decline in printing & 

writing paper: Directly impacts 

Navigator's core uncoated woodfree 

paper business, despite focus on 

premium segments. 

Governance concerns: This is the 

weak link in terms of the ESG scores 

for the company, mainly because of 

structural factors. 

Limited downstream 

diversification: Tissue, packaging, 

and specialty papers still represent a 

small share of the business.  

Anti-plastic trends: There is a 

rising demand for sustainable 

packaging that is not made from 

plastics. 

ESG-linked financing: Green 

bonds and sustainability-linked 

loans can lower the cost of debt 

and broaden the investor base. 

Development of bio-based 

products and bioenergy: 

Biomass, biofuels, and bio-products 

improve asset returns and earnings 

stabilization. 

Innovation in forestry 

management: Investing in more 

forestry tools to monitor forest 

health, growth cycles, and risks. 

Increasing energy costs: 

Navigator operates in an industry 

that is intensely dependent on 

energy, increasing energy costs 

may damage profitability. 

Digitalization: Demand for 

paper-based products is under 

pressure due to the shift to a 

digital background. 

Pulp oversupply & price 

volatility: European producers 

face stricter environmental 

regulation, higher overall costs, 

and more limited expansion 

opportunities. 

Rising competition from low-

cost producers: Latin American 

countries like Brazil, Uruguay, 

and Chile continue to add large 

low-cost eucalyptus pulp capacity.      

Source: Author 

Appendix 7: Key Assumptions 

The forecast was established from 2025 to 2031, with values from 2025 derived from the 9-month report 

from The Navigator Company. 

Revenues: Navigator’s revenues are built bottom-up by segment and then aggregated to total sales over the 

explicit forecast period. The approach reflects the different structural drivers across Navigator’s portfolio, with 

mature activities modelled conservatively and growth platforms given more runway in the near term before 

converging toward more normalized rates. 

UWF paper is treated as a mature segment and is therefore modelled with a slight decline over time, 

consistent with ongoing substitution effects and limited end-market growth. In contrast, Tissue and Packaging 

are modelled as the main growth engines, supported by capacity ramp-up, product mix improvement, and 

expanding demand. 
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Pulp for market and Energy are modelled as balancing lines within the portfolio. Market pulp is assumed to 

be slightly down as internal integration increases, while Energy revenues normalize and then evolve in line 

with a modest inflation-linked trajectory. 

Costs: I believe that costs such as Cost of Goods Sold (COGS) and Selling, General and Administrative 

(SG&A), modelled as a percentage, are expected to decline over time, as fixed production and general running 

costs are spread over higher revenues. This is reinforced by a shift toward higher-margin segments (Tissue 

and Packaging), ongoing efficiency gains in energy, and the increasing use of AI and digital tools in operations, 

including process optimization and data-driven decision-making, supporting gradual and structural margin 

expansion over time.  

Following the acquisition, these cost ratios are expected to temporarily increase due to the incorporation of a 

new business, before declining again as Navigator applies its well-established efficiency and operational 

improvement model. 

CAPEX & D&A: Discrete strategic projects and a recurring base component make up Capex. To maintain 

consistency with Navigator's historical reinvestment pattern and the capital intensity of an integrated pulp-

and-paper platform, maintenance Capex is modelled as a percentage of revenues, reflecting maintenance 

needs and minor growth investments.  

On top of this baseline, I explicitly layer the major investment programs shown in the company’s industrial 

plan, including the PM3 rebuild, the tissue machine investment, and the decarbonization roadmap, and I add 

a conservative acquisition-related Capex buffer in 2030 to account for integration and initial improvement 

investments. 

Depreciation and amortization are modelled consistently with the expanding asset base. D&A is forecast as a 

percentage of revenues but is allowed to trend upward with a short time lag after peak Capex, reflecting the 

commissioning of new assets and the higher depreciable base. 

Working Capital: Inventories, trade receivables, and trade payables are projected using stable turnover 

ratios, while other working-capital items (other current assets, accruals, and other current liabilities) are 

modelled as percentages of revenues based on historical averages, so they scale proportionally with sales 

and avoid artificial volatility in free cash flow.  
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Debt: Debt levels are modelled to keep Navigator’s capital structure stable through the explicit forecast 

period. Short-term and long-term debt are projected as a percentage of equity, implying no major change in 

leverage policy and no reliance on exceptional financing actions. 

Appendix 8: Beta Calculation with Bottom-up Approach 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Appendix 9: Equity Risk Premium computation 

 

 

 

 

 

Instead of using a single ERP for Portugal (where the Navigator is listed), I used a sales-weighted ERP across 

all geographies where the Navigator operates. This is the approach Damodaran recommends for 

Source: LSEG Workspace 

Source: Author, Damodaran Data, Company Data 
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multinationals — the idea being that a company's risk exposure should reflect where it actually generates its 

revenues, not just where it's headquartered. I used Damodaran's January 2025 country risk premium data 

for every country in the world. Each country has a Total ERP that combines the mature market ERP (USA 

baseline of 4.2%) plus a country risk premium that reflects sovereign risk, political instability, etc. Since the 

Navigator's revenue breakdown in their reports is by region rather than individual country, I averaged the 

ERPs within each region. Finally, I multiplied each region's ERP by the % of Navigator's sales coming from 

that region.  

Appendix 10:  Cost of Equity 

 

 

 

 

 

For the cost of equity calculations, the inputs needed were the risk-free rate, beta, and ERP. The risk-free rate 

was assumed to be the yield of a 10-year German bond. The beta was obtained through the bottom-up 

approach (Appendix 8). Finally, the equity risk premium was determined using the average risk premium of 

each region where Navigator operates, weighted by the proportion of sales in each region, resulting in a 

cumulative equity risk premium (Appendix 9). Then, through the traditional CAPM, the cost of equity was 

estimated at 9.10%. 

Appendix 11: Cost of Debt 

 

 

 

 

 

Source: Author, Company Data 

Source: Author, Company Data 
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The cost of debt required different types of calculations. I calculated the interest coverage ratio for 2024; its 

value gave the bond rating according to Moody´s. The AAA rating indicates a default spread of 0.45%. Then, 

to estimate the cost of debt, I added the risk-free rate and the default spread, getting a cost of debt of 3.32%. 

Appendix 12: WACC 

 

 

 

 

 

 

After considering the Damodaran sector beta and the bottom-up technique, I used a beta of 0.72. The CAPM 

yielded a cost of equity of 9.10%, assuming the risk-free rate of a ten-year German bond. The cost of debt 

was 3.32%, obtained through the interest coverage ratio, which gave me the company´s AAA bond rating 

according to Moody´s. The WACC was then estimated at 7.03%.  

Appendix 13: Revenues Growth Base Case 

 

 

 

 

 

The revenues are built bottom-up by segment, given that each of the Navigator's five business lines has 

fundamentally different demand dynamics. 

Source: Author, Company Data 

Source: Author, Company Data 
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UWF Paper is forecast to decline at -0.5%/year, reflecting the structural decline in office paper demand driven 

by digitalisation. This is consistent with the negative historical CAGR.  

Tissue is the growth engine, forecasted at 5–10%/year, decelerating from the historically inflated 30% CAGR 

that was driven by UK capacity acquisitions and a new Tissue machine in 2026. The deceleration to a 

normalised 8% is prudent in order to avoid extrapolating a clearly exceptional historical period. 

Pulp for Market is forecasted at -1%/year, reflecting both the volatility of international pulp prices and the fact 

that increasing internal consumption for Tissue leaves less surplus for the market. 

Energy grows at a stable +2%/year, essentially in line with inflation, after the post-2022 price normalisation. 

Packaging is the smallest but fastest-growing segment, with the 2030 spike tied explicitly to the PM3 machine 

investment. This is the one assumption worth anchoring more precisely to the machine's incremental output 

capacity before the defence. 

The overall revenue CAGR for 2026–2031 is 2.4%. 

Appendix 14: CAPEX Calculations 

  

 

 

 

In the beginning, the Capex is higher due to it being the peak of the Investment Cycle, and then gradually 

declines toward a steady state. Once the major investment cycle is completed, the company’s assets become 

newer and more efficient, reducing the level of recurring reinvestment required and allowing capex to 

normalize at a long-term maintenance level of 8%.  

 

 

 

Source: Author, Company Data 
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Appendix 15: DCF Model 

 

 

 

 

 

 

 

 

 

 

 

Appendix 16: Sensitivity Analysis 

 

 

 

 

 

 

 

Source: Author, Company Data 

Source: Author 
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Appendix 17: Investors' Recommendations 

 

 

 

 

Appendix 18: Relative Valuation 

 

 

 

 

 

 

 

 

Relative Valuation Computation 

 

 

 

 

 

Source: Author 

Source: Author: LSEG Workspace 

Source: Author:  
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Appendix 19: DDM 

 

 

 

 

 

Appendix 20: Revenues Bear Case 

 

 

 

 

 

Appendix 21: Revenues Bull Case 

 

 

 

 

 

 

 

Source: Author, Company Data 

Source: Author 

Source: Author 
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Appendix 22: Investment Risk by Segment 

Tissue: Although tissue benefits from fundamental demand drivers and a defensive consumption profile, it 

is still subject to economic cycles, energy and logistical costs, as well as pulp price volatility. While financial 

strength reduces solvency risk, higher capex requirements increase the company´s vulnerability to funding 

conditions. The segment is in a clear tendency of expansion, so operational execution is the main risk 

associated. Thus, ramp-ups and industrial integration can affect costs and output. In general, operational risk 

is likely to have a high impact, while market and financial risks are more prone to a moderate impact. 

UWF Paper: Due to its exposure to a reduction in demand caused by digitalization and shifts in consumer 

behaviour, the UWF segment is categorized as having a very high market risk, with a “Very Likely” “High” 

impact. Furthermore, this trend is long-term and largely independent of management actions, making it 

almost certain. Financial risk is assessed as “Likely” with “Moderate” impact, reflecting ongoing pressure on 

revenues and margins, although partially mitigated by its mature asset base, relatively low incremental capital 

requirements, and continued cash generation. Because UWF operations are developed and technologically 

robust, the Operational Risk is graded as “Unlikely with Low impact”.  Overall, while operationally stable, UWF 

remains the most exposed segment in strategic terms, due to its structurally weakening demand outlook. 

Packaging: It benefits from ESG-driven substitution of plastics by fibre-based solutions but operates in a 

competitive and cyclical market. So, market risk is rated as “Likely” with “Moderate” impact. For Financial 

Risk, it gets the same “grades” as the market risk, given the capital-intensive nature of recent planned 

investments, which increases exposure to financing conditions. Operational risk is also the same in terms of 

probability, but it has a high impact, reflected by the challenges associated with scaling production, optimizing 

capacity, and integrating new assets. These factors can temporarily weigh on efficiency and profitability even 

though they do not compromise the segment's long-term growth potential, Overall packaging is a moderate-

to-high profile. 
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Appendix 23: Balance Sheet 

 

 

 

 

 

 

 

 

 

 

 

 

Appendix 24: Income Statement 

 

 

 

 

 

 

Source: Author, LSEG Workspace 

Source: Author, LSEG Workspace 
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Appendix 25: Cash Flow Statement 

 

 

Source: Author, LSEG Workspace 


