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Suzano S.A.
Update to credit analysis

Summary
Suzano S.A.'s Baa3 ratings reflect the company's leading position as the largest producer of
market pulp in the world, as well as in the Brazilian printing and writing paper, paperboard,
and tissue sectors. The company benefits from its low-cost position and high level of vertical
integration with substantial self-sufficiency in wood fiber and energy; the proximity of its
pulp mills to its own forests and port facilities; and long-term supply agreements, which
support stable sales volume with good geographic diversification. The rating also reflects
Suzano's conservative approach to liquidity and risk management, but are constrained by
the volatile nature of the pulp industry, which accounts for around 85% of the company's
consolidated revenue, as well as its still relatively high leverage compared with that of its
global peers.

Exhibit 1

Suzano's leverage will remain relatively stable over the rating horizon, despite headwinds in the
pulp market, supported by its competitive cost structure and strong internal cash generation
Moody's-adjusted leverage
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All figures are calculated using Moody’s estimates and standard adjustments. Figures from 2016 to 2018 reflect Suzano Papel e
Celulose S.A., while figures for 2019, 2020, 2021 and Moody's forecast reflect Suzano S.A. (incorporating Fibria Celulose S.A.).
Source: Moody's Financial Metrics™

Credit strengths

» Competitive production cost and highly integrated business model, which support healthy
margins

» Good client, product and geographic diversification

http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBC_1322869
https://www.moodys.com/credit-ratings/Suzano-Papel-e-Celulose-SA-credit-rating-600011720
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» Prudent financial management and solid liquidity

» Position as the largest bleached eucalyptus kraft pulp (BEKP) producer in the world (11 million tons annual production capacity)

Credit challenges

» Exposure to the volatility in the pulp industry (about 85% of Suzano's revenue as of December 2021)

» Challenges faced by the paper segment, in particular the decline in demand for printing and writing demand paper

» Still relatively high leverage and low interest coverage metrics (2018-21), reflecting the M&A transaction completed in early 2019

Rating outlook
The stable rating outlook reflects our expectation that the company's credit metrics will continue to improve through 2022 and that
the company will continue to work on liability management to address shorter-term maturities and improve liquidity.

Factors that could lead to an upgrade
An upgrade of Suzano's ratings would require the maintenance of strong credit metrics, market presence and diversification. A rating
upgrade would also be subject to:

» the relative position of Suzano's ratings to Brazil's (Ba2 stable) sovereign rating

» maintenance of solid liquidity and positive free cash flow (FCF) on a sustained basis

» leverage, measured as total adjusted gross debt/EBITDA, below 2.5x on a sustained basis

Factors that could lead to a downgrade
Significant changes in market conditions, in particular for hardwood pulp, which may lead to weaker-than-expected cash flow for
Suzano, could lead to a rating downgrade. The ratings could also be downgraded if:

» adjusted leverage remains above 3.0x for a prolonged period

» the company's liquidity deteriorates, becoming insufficient to cover near-term debt service requirements

» Brazil's sovereign rating is downgraded

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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Key indicators

Exhibit 2

Suzano S.A.

In $ millions Dec-16 Dec-17 Dec-18 Dec-19 Dec-20 Dec-21

Next 12-18 

Months

Revenue 2,848.8 3,295.5 3,701.5 6,606.6 5,969.8 7,606.9 7,780.5

EBITDA Margin % 39.9% 46.5% 54.2% 41.8% 48.9% 58.2% 57.3%

RCF / Debt 18.7% 20.6% 12.5% 8.1% 13.0% 22.2% 20.7%

(RCF - CAPEX) / Debt 2.7% 6.4% 5.9% 0.0% 5.6% 13.7% 4.3%

Debt / EBITDA 3.8x 2.7x 5.2x 6.3x 5.2x 3.6x 3.5x

EBITDA / Interest Expense 3.4x 4.0x 4.7x 2.6x 3.7x 6.0x 5.7x

All figures and ratios are calculated using Moody's estimates and standard adjustments. Periods are financial year-end unless indicated. Moody's Forecasts (f) or Projections (proj.) are
Moody's opinion and do not represent the views of the issuer.
Source: Moody's Investors Service

Profile
Headquartered in Salvador, Brazil, Suzano S.A. is the world's largest producer of BEKP, with an annual production capacity of 11 million
tons. It is also a leading company in the Brazilian printing and writing paper, paperboard, and tissue markets. In 2021, the company
generated BRL41 billion (about $7.6 billion) in revenue.

The pulp segment represented 85% of net revenue and 90% of EBITDA in 2021, while the paper segment accounted for the remaining
15% and 10%, respectively. Asia and Europe are the company's main markets for pulp, accounting for 65% of revenue in 2021, followed
by Brazil (16%) and North America (15%). About 84% of Suzano's total revenue was generated from exports in 2021, limiting Suzano's
exposure to Brazil's economic performance.

Suzano's pulp volume is sold primarily to tissue paper (63%) and specialty paper (13%) producers, segments whose demand is less
strained in times of economic stress. These segments also have higher growth potential because of organic consumption growth in
emerging markets, including Brazil. The company has further diversified into tissue and now has an annual production capacity of about
150,000 tons.

Exhibit 3

Revenue breakdown
2021

Exhibit 4

EBITDA breakdown by segment
2021
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Detailed credit considerations
Sustainable business model with competitive production costs that support healthy margins
With the acquisition of Fibria in January 2019, Suzano became the largest hardwood pulp producer globally, with 11 million tons
of annual pulp production capacity and 1.40 million tons of paper, which are spread over 12 plants in Brazil. In addition, its highly
integrated supply chain relies on three pulp export ports and 10 fully dedicated vessels.

The high level of vertical integration of Suzano's operations results in efficient cost control and historically strong operating margins,
as illustrated by its Moody's-adjusted EBITDA margin of 40%-58% since 2015, which compares favorably with that of most global
peers. The company also benefits from its highly efficient production plants, the proximity of its BEKP mills to the forests and to port
terminals for export (a 156-kilometer structural average radius), and from complete self-sufficiency in electricity (a surplus of 90
megawatt-hours [MWh]). The company also has a high-quality asset base, with 1.3 million hectares of planted forestry.

In 2021, Suzano reported strong operational performance, supported by a significant recovery in pulp prices compared to 2019 and
2020 and USD-BRL exchange rate appreciation. Although pulp sales volumes decreased slightly year-over-year, by 2%, pulp net
revenue and adjusted EBTIDA increased significantly, by 36% and 59% respectively, reflecting the favorable pricing and exchange rate
environment. These effects were offset by higher cost of production and logistics costs due to the global increase in commodity prices.
Suzano´s Moody's-adjusted EBITDA margin reached 58.2% in 2021.

Suzano's ability to control input costs is crucial to mitigating the risk of operating in a commodity market and is a distinct advantage
over its competitors. The company´s cash costs ex-downtime increased by 14% in 2021, to BRL690/ton ($131/ton), mainly reflecting
the impact of higher commodity prices on wood and chemical inputs, which accounted for 39% and 24% of total cash costs,
respectively. Still, Suzano’s cost structures remains competitive as it benefits from one of the lowest cash production costs in the
industry.

In Brazil, Suzano benefits from its leading market positions in different paper segments in which it operates, partly because of its
efficient distribution network and long-standing relationships with clients. Suzano is the market leader in the paperboard, and printing
and writing paper sectors in Brazil, with a market share of about 40% in the paper business in 2021. In this segment, Suzano has
a distribution model that allows for disintermediation in the paper supply chain and enables the company to work closer to final
customers, providing greater ability to control costs, as well as to increase and diversify its portfolio of clients and strengthen the brand
in the domestic and foreign markets

Cerrado expansion project enhances scale without affecting leverage
Suzano's new, state-of-the-art pulp plant, located in the Brazilian state of Mato Grosso do Sul, will add 2.55 million tons of hardwood
pulp capacity to the company's existing 11 million tons and it is set to start operating in the second half of 2024. The scale of the new
plant is likely to increase Suzano's overall efficiency and reduce cash costs, which are likely to be below BRL500/ton ($95/ton) for the
first forestry cycle.

Suzano estimates its capital spending will be around BRL13.6 billion in 2022, compared with BRL6.3 billion in 2021. The 2022 total
includes around BRL7.3 billion for the Cerrado project. Funding will come from currently available cash and cash flow from operations
from 2022-24. Suzano has ample liquidity to fund the expansion, supported by a cash balance of BRL21.1 billion and a $1.275 billion
committed credit facility (BRL3.8 billion) fully available as of the end of March 2022. Assuming BEKP prices will average $639/ton in
2022, we expect Suzano to generate FCF of about BRL2.7 billion.

Suzano's total leverage, measured by debt/EBITDA (including our standard adjustments), closed 2021 at 3.7x, down from 5.2x in 2020.
In 2022 and 2023, we do not expect any significant reduction in leverage given the higher capital spending required to conclude the
Cerrado project and lower average pulp prices. Suzano has a comfortable debt amortization schedule, with around BRL6.9 billion of
debt maturing in 2022-23 (see Exhibit 8).

Declining pulp prices coupled with potential strengthening of the Brazilian Real could pressure Suzano's margins in 2022
and 2023
Suzano's cash flow is largely dependent on pulp prices, which have increased since year-end 2021 and are likely to remain high in H1
2022. Supply-side disruptions stemming from delivery delays and production troubles at several mills, coupled with low inventories
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held by Chinese customers, have allowed suppliers like Suzano to seek price hikes for most pulp grades in most regions and have
contributed to support the current price levels.

We expect pulp prices to decline in H2 2022, as logistics constraints ease, new pulp capacity enters the market and seasonal demand
decreases. Average BEKP prices in 2022 are likely to be about 2% lower than the average 2021 prices and will likely drop another 10%
in 2023.

Exhibit 5

Volatility in BEKP prices has increased in recent years
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Source: Fastmarkets RISI, Moody's Investors Service

Suzano's operating results are also exposed to foreign-exchange volatility because most of its revenue (about 85%) is generated
through exports, while only about 33% of productions costs and 24% of operating costs are denominated in US dollars. The company
estimates each BRL0.10/USD variation to impact EBITDA and operating cash generation by about BRL500 million and BRL600 million,
respectively. As such, the drop in pulp prices coupled with inflationary pressure and continued strengthening of the Brazilian Real
through the year, could impact margins.

Challenges faced in the Brazilian economy could pose some risks to Suzano's paper operations as 68% of sales in this segment in 2021
came from the domestic market. Volume growth will be limited by the persistently weak economic activity, but the company has been
able to control costs, strengthen its brand and market position, and implement price increases to compensate for inflationary pressures.

ESG considerations
Suzano's ESG Credit Impact Score is Neutral-to-Low CIS-2

Exhibit 6

ESG Credit Impact Score

Source: Moody's Investors Service

The CIS-2 score reflects Suzano's moderately negative exposures to environmental and social risks, balanced by low production
costs and conservative governance practices. Suzano's well-defined sustainability strategy, potential to benefit from carbon credits,

5          20 April 2022 Suzano S.A.: Update to credit analysis



MOODY'S INVESTORS SERVICE CORPORATES

community engagement and solid financial strategy balance the risks stemming from the industry's exposure to environmental and
social risk factors.

Exhibit 7

ESG Issuer Profile Scores

Source: Moody's Investors Service

Environmental
Suzano's E-3 score reflects its moderately negative exposure to environmental risks, such as natural capital, waste and pollution, water
management and physical climate risks, with a neutral to low exposure to carbon transition risks because a large share of energy is
produced from renewable sources.

Social
The S-3 score (moderately negative) reflects its exposure to health and safety, and human capital risks, while the company has neutral
to low exposure to responsible production and demographic and societal trends.

Governance
The G-3 score reflects Suzano's conservative financial strategies and policies, strong management credibility, and track record of
delivering its strategic projects and financial targets.

ESG Issuer Profile Scores and Credit Impact Scores for the rated entity/transaction are available on www.moodys.com. To view the
latest scores, please click here to go to the landing page for the entity/transaction on MDC and view the ESG Scores section.

Liquidity analysis
Suzano has a comfortable debt amortization schedule and ample liquidity, supported by a cash balance of $3.8 billion (BRL21.1 billion
as of December 2021) and committed credit facilities of $1.275 billion, fully available as of March 2022. The total $1.275 billion stand-
by credit facility is composed by a $500 million facility available at year-end 2021, plus a new facility contracted in February 2022 for
$775 million valid through February 2027. Suzano is constantly working on liability management strategies to enhance liquidity and
reduce refinancing risks. In February 2021, the company prepaid BRL1.5 billion of Banco Nacional de Desenvolvimento Economico
e Social - BNDES' [Ba2 stable] debt, originally due in May 2026, and entered into an export pre-payment (EPP) agreement linked to
sustainability (sustainability-linked loan) for a total amount of $1.57 billion with final maturity in 2027. The proceeds were used to
amortize $1.7 billion in an EPP of $2 billion due in December 2023. In July 2021, Suzano issued $1 billion sustainability-linked notes due
2032 with proceeds to repay notes due 2024 and certain export prepayment agreements. Moreover, in September 2021, Suzano issued
$500 million sustainability-linked notes due 2028 for debt refinancing and general corporate purposes.
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Exhibit 8

Debt amortization schedule
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Source: Moody's Investors Service, Suzano S.A.

Suzano has clear financial policies that set maximum leverage at 3.0x net debt/EBITDA, or up to 3.5x in periods of expansion. Leverage
can be temporarily as high as 4.0x for two consecutive quarters, as long as there is a clear path for leverage reduction. Additionally, the
company publicly announced its commitment to maintain net debt at or below $10 billion.

The company also has flexibility in its capital investment and dividend payout. The dividend policy allows it to distribute dividends
of up to 25% of net income, the maximum under Brazilian law, or 10% of operating cash flow, which gives it some flexibility over
cash outflow. In terms of alternative sources of liquidity to fund its operations in Brazil, Suzano has 1.3 million hectares in planted and
certified forests that could be sold in case of need.
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Methodology and scorecard
Suzano's scorecard-indicated outcome under our Paper and Forest Products Industry rating methodology maps to Baa2. The scorecard-
indicated outcome for the next 12-18 months maps to Baa3, reflecting the impact of the current expansionary period on coverage
ratios. 

Exhibit 9

Rating factors
Suzano S.A.

Paper and Forest Products Industry Grid [1][2]   

Factor 1 : Scale (10%) Measure Score Measure Score

a) Revenue (USD Billion) $7.6 Baa $7.8 Baa

Factor 2 : Business Profile (30%)

a) Product Line Diversification Ba Ba Ba Ba

b) Geographic and Operational Diversification B B B B

c) Market Position, Cyclicality and Growth Potential Baa Baa Baa Baa

Factor 3 : Profitability and Efficiency (15%)

a) EBITDA Margin 58.2% Aa 57.3% Aa

b) Fiber and Energy Flexibility and Cost A A A A

Factor 4 : Leverage and Coverage (30%)

a) RCF / Debt 22.2% Baa 20.7% Baa

b) (RCF - CAPEX) / Debt 13.7% Baa 4.3% B

c) Debt / EBITDA 3.6x Ba 3.5x Ba

d) EBITDA / Interest 6.0x Ba 5.7x Ba

Factor 5 : Financial Policy (15%)

a) Financial Policy Baa Baa Baa Baa

Rating: 

Indicated Outcome before Notching Adjustments Baa2 Baa3

Notching Adjustments 0.0 0.0 0.0

a) Scorecard-Indicated Outcome Baa2 Baa3

b) Actual Rating Assigned Baa3

Current 

FY 12/31/2021

Moody's 12-18 Month Forward View

As of 3/18/2022 [3]

[1] All ratios are based on adjusted financial data and incorporate Moody's Global Standard Adjustments for Non-Financial Corporations. [2] As of 12/31/2021. [3] This represents Moody's
forward view, not the view of the issuer, and unless noted in the text, does not incorporate significant acquisitions and divestitures.
Source: Moody's Financial Metrics™
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Appendix

Exhibit 10

Peer comparison

(in $ millions)

FYE

Dec-19

FYE

Dec-20

LTM

Dec-21

FYE

Dec-19

FYE

Dec-20

LTM

Sep-21

FYE

Dec-19

FYE

Dec-20

LTM

Dec-21

FYE

Dec-19

FYE

Dec-20

LTM

Sep-21

FYE

Dec-19

FYE

Dec-20

LTM

Sep-21

Revenue $6,607 $5,970 $7,607 $5,329 $4,733 $5,960 $5,670 $5,287 $6,323 $1,085 $867 $1,059 $11,462 $9,793 $11,151

Operating Profit $593 $1,547 $3,069 $437 $361 $1,282 $640 $438 $1,200 $429 $307 $502 $1,511 $945 $1,532

EBITDA $2,762 $2,920 $4,425 $1,010 $982 $1,908 $1,152 $952 $1,653 $545 $387 $577 $2,038 $1,485 $2,068

Total Debt $16,956 $15,034 $15,354 $6,050 $6,194 $5,787 $4,137 $4,207 $4,615 $1,856 $1,665 $1,474 $2,072 $3,187 $3,774

Cash & Cash Equiv. $2,337 $1,742 $3,788 $1,560 $1,065 $1,323 $615 $891 $1,155 $209 $171 $225 $1,724 $2,105 $1,869

EBIT / Int. Exp. 0.7x 2.0x 4.2x 1.8x 1.7x 5.0x 3.2x 2.0x 5.3x 2.1x 2.6x 5.2x 24.6x 17.5x 30.3x

Debt / EBITDA 6.3x 5.2x 3.6x 6.0x 6.3x 3.0x 3.6x 4.4x 2.8x 3.5x 4.4x 2.6x 1.0x 2.0x 1.9x

RCF / Net Debt 9.4% 14.7% 29.5% 12.0% 15.9% 40.8% 18.4% 22.0% 21.0% 16.6% 20.1% 38.0% 285.8% 46.9% 40.0%

FCF / Debt 2.1% 9.5% 12.1% -14.0% -10.2% 2.3% -2.3% 5.8% 1.5% 5.9% 6.9% 16.8% 39.5% -22.9% -26.9%

Baa3 stable Baa3 stable Baa3 stable B1 stable Baa1 stable

Suzano S.A. Celulosa Arauco y Constituci Empresas CMPC S.A. Eldorado Brasil Celulose S.A UPM-Kymmene

All figures and ratios calculated using Moody’s estimates and standard adjustments. Periods are financial year-end. LTM = Last 12 months.
Source: Moody’s Financial Metrics™

Exhibit 11

Moody's-adjusted debt reconciliation
Suzano S.A.

(in $ millions)
FYE

Dec-16

FYE

Dec-17

FYE

Dec-18

FYE

Dec-19

FYE

Dec-20

FYE

Dec-21

As Reported Debt 4,305.4 3,675.5 9,220.8 16,821.6 15,034.4 15,354.0

Operating Leases 68.6 75.9 289.5 0.0 0.0 0.0

Non-Standard Adjustments 213.5 176.7 256.1 134.6 0.0 0.0

Moody's-Adjusted Debt 4,587.5 3,928.0 9,766.3 16,956.3 15,034.4 15,354.0

All figures are calculated using Moody's estimates and standard adjustments. Periods are financial year-end unless indicated. LTM = Last 12 months.
Source: Moody's Financial Metrics™

Exhibit 12

Moody's-adjusted EBITDA reconciliation
Suzano S.A.

(in $ millions)
FYE

Dec-16

FYE

Dec-17

FYE

Dec-18

FYE

Dec-19

FYE

Dec-20

FYE

Dec-21

As Reported EBITDA 1,438.7 1,525.0 891.6 2,074.8 -1,340.6 3,682.2

Operating Leases 21.4 26.3 30.9 0.0 0.0 0.0

Unusual -324.4 -17.8 1,086.5 695.7 4,263.4 743.7

Non-Standard Adjustments 2.1 -1.8 -2.1 -8.1 -3.0 -1.0

Moody's-Adjusted EBITDA 1,137.9 1,531.7 2,006.9 2,762.4 2,919.8 4,425.0

All figures are calculated using Moody's estimates and standard adjustments. Periods are financial year-end unless indicated. LTM = Last 12 months.
Source: Moody's Financial Metrics™
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Exhibit 13

Historical Moody's-adjusted financial data
Suzano S.A.

(in $ million) 2017 2018 2019 2020 2021

INCOME STATEMENT

Revenue 3,295.48 3,701.49 6,606.57 5,969.78 7,606.87

EBITDA 1,531.65 2,006.94 2,762.40 2,919.80 4,425.03

EBIT 1,066.98 1,560.32 708.69 1,592.44 3,117.47

BALANCE SHEET

Cash & Cash Equivalents 816.48 6,575.76 2,336.68 1,741.78 3,787.98

Total Debt 3,928.01 9,766.34 16,956.28 15,034.39 15,354.01

CASH FLOW

Capex = Capital Expenditures 580.32 680.91 1,400.28 1,121.45 1,347.29

Dividends 178.72 57.90 154.07 1.80

Retained Cash Flow 842.55 1,300.88 1,402.62 1,985.18 3,525.78

RCF / Debt 20.64% 12.48% 8.10% 12.97% 22.20%

Free Cash Flow (FCF) 224.59 698.45 369.86 1,450.94 1,927.21

FCF / Debt 5.50% 6.70% 2.14% 9.48% 12.14%

PROFITABILITY

% Change in Sales (YoY) 6.46% 27.72% 93.59% 17.10% 34.49%

SG&A % of Sales 8.69% 10.16% 8.26% 8.65% 6.89%

EBIT Margin % 32.38% 42.15% 10.73% 26.67% 40.98%

EBITDA Margin % 46.48% 54.22% 41.81% 48.91% 58.17%

INTEREST COVERAGE

EBIT / Interest Expense 2.77x 3.62x 0.67x 2.02x 4.24x

EBITDA / Interest Expense 3.98x 4.66x 2.60x 3.70x 6.02x

(EBITDA - CAPEX) / Interest 

Expense

2.47x 3.08x 1.28x 2.28x 4.19x

LEVERAGE

Debt / EBITDA 2.66x 5.20x 6.27x 5.24x 3.59x

Debt / (EBITDA - CAPEX) 4.29x 7.86x 12.72x 8.51x 5.16x

Avg.Assets / Avg.Equity 2.68x 3.55x 5.10x 7.92x 9.90x

All figures are calculated using Moody’s estimates and standard adjustments. Figures from 2016 to 2018 reflect Suzano Papel e Celulose S.A., and starting in 2019, they reflect Suzano S.A.
(incorporating Fibria Celulose S.A.).
Source: Moody’s Financial Metrics™

Ratings

Exhibit 14

Category Moody's Rating
SUZANO S.A.

Outlook Stable
Issuer Rating Baa3

Source: Moody's Investors Service
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