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Moody's noted SCA's ("SCA" or "the company") 2Q2010 results announcement and comments that the Baa1/P1
ratings with a stable outlook remain unchanged, as credit metrics remain in line with our expectation for the current
rating category.

SCA's consolidated profitability excluding restructuring costs has been further improved in 2Q 2010 compared to the
same period last year, despite a negative impact from rising raw material costs which have reversed from relatively
low levels in 2009. Rising raw material costs have not yet been fully recovered by price increases, which however are
targeted for the coming months in most divisions. Relative to its competitors, SCA's performance has a higher
degree of protection against rising raw material costs, due to the company's relatively solid degree of vertical
integration.

The performance improvement was primarily supported by the turnaround of the packaging division, boosted by
benefits of recent restructuring activities combined with a recovery of pricing and demand levels. Forest products as
well gradually supported rising profitability levels due to rising volumes, however higher prices for the pulp and
sawmill operations were offset by lower prices and rising raw material prices for publication paper operations.

Profitability levels in Personal Care suffered from higher raw material costs and decreased baby diaper sales,
partially offset by rising demand for incontinence and feminine care products. The performance of the Tissue division
has suffered from the higher raw material costs, as well as challenging markets for consumer tissues in Western
Europe, while AFH tissue showed a strong recovery in all markets.

SCA continued to realize a solid cash conversion over the last quarters, reflected in credit metrics supporting a solid
positioning in the current rating category, in line with Moody's expectation when the previously negative rating outlook
on SCA was stabilized on 29 October 2009. In the last twelve months ending June 2010, SCA generated an EBIT-
Margin of around 8%, RCF to net debt of around 21% and continued sizable free cash flows, despite rising working
capital needs and tax payouts but benefiting from largely unchanged dividend payments which remained on a
reduced level compared to 2008. The current rating is based on the assumption that these metrics will be sustained
going forward.

Positive rating pressure could emerge if SCA builds up a track record of performance stability throughout all business
areas, reflected in (i) the EBIT margin being improved towards 12%, (ii) RCF/Net Debt increases clearly above 25%
and (iii) continued material positive free cash flows applied towards debt reduction.

The rating could be downgraded if SCA's financial profile weakens as indicated by a decline of EBIT margins to below
7%, RCF/Net debt falling below 20%, free cash flow turning negative or an erosion of the company's solid liquidity
profile.

SCA is headquartered in Stockholm, Sweden and is one of the largest global personal care and tissue
manufacturers. The company also produces packaging solutions, publication paper, pulp and solid wood products,
and generated revenues of SEK109 billion in the last twelve months ending June 2010.
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