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WhiererAre \We?

NortivAmERNcan Ind ustryf ontext ~
m [=njey/s signifilcant filber resources & logistics. . .
COMPENTVENESS DOOSTiED %eaker U.S. dollar,
PUTHIS STfINEENY aging assets

 EifjeyEd a moederate, cyclical upturn, but solid

NS Sl Jrlg & volumes; still' struggling a bit . . .

Nithrpiri ce\ 1d financial performance improved

'moderately.in 2006-07 ~ Stable to OK for 2007 . . .
Maybe will rebound a bit in 2008 ~ but 2008 = ?

m ...Many companies are now making moderate
Investments ~ however the bigger spending is for
private equity to acquire substantial industry
assets ... Stay Tuned!




CLO JrJJJ Jrlrjj'?r f world ~ supply &

m Significant | prﬂlements essential for survival
& opportunity to reassert dominance



North American Paper & Board (ST 000s)

135,000

125,000

115,000

105,000

95,000

85,000

75,000

Where Are We?

= O)ff o 4% from 1999 Peak ~
ehounded A Bit As Of Late

1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010

== Domestic Consumption =& Domestic Shipments =@- Capacity



nere Are We?

floppIng — Prices Mixed
E

NA Grade 2007 YTD Change In 2007 YTD vs. 2006
NA Production Average Price




here Are We?
-

rrrent'l?_rices Report ~ Mixed Results

Date

50lb UFS

(USS/ton) 08/2007

60Ib #3 CFS

(USS/ton) 08/2007

42# Kraft Liner

(USS/ton) 08/2007

30Ib Newsprint

(USS/tonne) 08/2007

Pulp NBSK List

(USS/tonne) 08/2007




nt Spending
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F" anclal Performance
- —

PUlRAREPEIRREVENLE Continues To Grow ~
BUESIgmicenuyAsag Iige fotal of US Companies

14.0%

Latest Quarter 1 Year 3 Year CAGR
M Pulp & Paper B Total U.S. Public Cos.




EiRancial Performance
—_—

REveERmelvioluple — Pulp & Paper Valuations
jiESTgnRcantyalrantu.S. Public Companies
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S Eigancial Performance

. Pulp,& Pelgef Proﬂ"s'! After A Strong Year ~
2GNOLEIRINISICompanies Ini The Longer Term
4 i ool
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Latest Quarter 1 Year 3 Year CAGR
H Pulp & Paper Bl Total U.S. Public Cos.
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/ Shianeial Performance
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Pr' Jeieipsisevessieadied After A Period Of Decline ~
SURAYESSHIIRGEoINISHEoWER Than Total U.S. Companies
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nc1a| Performance

GEIG ot Capital Employed ~

weiyAialiiairshont of Cost of Capital

ROTC averages 6.6%
vs. 11.8% cost of capital

OO% L L L L L L L L L L L L L L L L L L e e

1975 1978 1981 1984 1987 1990 1993 1996 1999 2002 2005
=0-Return On Total Capital =4— Cost of Capital




v

fﬁ; ~  Epancial Performance
- hereased bebt Levels Across Time ~

Siejaificairtly il nyvestment Oppoertunities & Flexibility

Debt To Capital Ratio

1975 1978 1981 1984 1987 1990 1993 1996 1999 2002 2005

=~ Debt % of Invested Capital




'ncial Performance
:_,_ DENIS FlnaIIy Being Paid Down ~
IADSsEluterand Relative Terms
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anRcral Performance
f.:v’ A

y rzl) anrl VIGATSpENding Now Increasing ~
YEWRSIIINREmEIS Below 2001 Levels ~ R&D Is Flat
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/ Spaneial Performance

ot

WEIOEEIREcekiat Slowly Recovering Capital
pEnEinEEveliaisEAller e Significant Drop In 2001/'02
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ancrial Performance
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sSQTurnover IS Improving ~
stlietal U'S. Campanies By 11%
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=fpancial Performance
—

ARG EBITDA Multiples ~
INGWAVIEENINEmeaVIithinU.S. Public Companies
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Elpancial Performance
—

el e ~ = zerpm eValue Growth of Pulp & Paper ~
| | ‘ e‘Q.Both Absolute and Relative Terms

’ b

200.0

180.0 Latest 3 Year
TEV Growth Quarter 1Year CAGR
160.0 Pulp & Paper -4.8% 7.7% -2.7%
Total U.S. Public Cos. -4.6% 9.8% 10.8%
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=lpancial Performance
—_—

EeimNntellectual Property and Intangibles
Stllitrails @ther US Cos. by 18 Points
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PUleoKke=How Competitive

b ace ~ To Reassert /A
ed Performance?

tack Up ~ Looking Out?
At / reiKey Grade ~ Competitiveness Factors?

Changing Measures of Competitiveness
[Trade patterns, role of print, & assets’ age]

What Are The Competitiveness Implications?

i
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Oulleeks=How: Competitive?

e NEeoNo) Uhderstand That Competitiveness
SHVitltidimensional ~

m ViNiFEPEEermanceVs: International Competition ~ i.e.
NANSHSAYRENGPEan/ Asian mills’ productivity/

: r]MJJr/ ’

[oaduict Herrorm nce vs. Substitutes ~i.e.

| /5. TV, gie
m End-User Pgrformance vS. International Competitors
~ |.e. domestic vs. international manufacturers

m Financial Performance vs. Other Investments ~ |.e.
returns on paper investment vs. alternatives of
similar risk




OUtlieoK ~ rlovv ompetitive?

df@NineEse Bimensions ~ Industry
Participants

VISt REecegnize ~

Oii=SnoNNCFaRERSIIN STt |on o)V alternative mediums are
.J-rJvmg Jomg LerIm ymrnnr Pelow current Ievels

B The indus ry )St based competition and capital
rationing strategies have eroded Iits asset base

B The composite financial performance of the industry has
been pitiful ~and without a sustained upturn, will further
dissuade future investment ~ even with the improved
short-term environment...



Outlook ~ SO Competitive?

: freﬁgth efithe US Dollar Issues ~
NONEORGERER|ONS Low Cost Producer Status

Grade Category

Low Cost Production Centers

Pulp

Brazil, Chile, Argentina,
Indonesia and Canada (selected)

Printing & Writing
Papers

Brazil, Russia, Indonesia,
Thailand, Scandinavia, Western
Europe

Newsprint

Eastern Europe, Brazil, Chile and
Canada

Premium Folding
Carton Grades

Brazil, Russia, Sweden, Chile
and Finland
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Grade Category

Containerboard

Packaging Grades

Printing & Writing
Papers

Newsprint

Tissue

Ko Competitive?
r WVolume NA Grades
Alilcant Substitution Threats

Potential Substitutes

Re-usable shipping containers,
offshoring of manufacturing

Flexible packaging, offshoring of
manufacturing

Electronic communications, alternative
advertising mediums

Electronic communications, alternative
advertising mediums

No Major Substitutes



ke=Hew: Competitive?
att'@ns Have Weakened For NA
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1993 1996 1999 2002

== P&W Net Imports vs. Demand
—4— Containerboard Net Exports vs. Capacity
=@- Newsprint Net Exports vs. Capacity




OL]“O”"ZJ“ oW Competitive?

EREINOWIACCOUNTS Eorr Only 37% of Advertising ~
‘DevnREINEardy nts Market Share Since 1991

B

U 200 Outdoor,

other, 4%
Internet, 8%
Radio , 7%

Television,
45%
Newspapers,
18%

Magazines,
19%



Jeek = How Competitive?
_—
A A&ets Are Approaching the End of Their

IGEIvVes, ~ Containerboard Example ~

Economic
Obsolescence
(37% of PMs)

il ||IIJJ
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? - Olitleook ‘H_g.w Competitive?

Eur“ Sp=acnarSimilar Demand & Competitive Issues ~
' Bl E2as A Newer Asset Base
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1899 1909 "99 '03
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BEurope (1,861)
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Ollt]0e <~ Flayy *Ompetitive?

Ithe industry has been a poor performer
~ It T  a continually tough business
ifteday’s decent upturn
m And, as Not * g and‘?aper Industry
v Is not the Jov\/~cost‘9rocJucer on most grades, and
Highrvelume grades have significant substitution and global
narket placestnreats -
m \Wherein = traditional business models have been

stretched to t I itEwith

v' The emergence of the global marketplace

v' The new power of rapidly moving knowledge and knowledge
transfer; plus

v New technologies ~ such as bio-energy, nanotechnology, etc.



OleEke= FHow C mpetltlve’>

ACCONCIMgIy: ~pParticip e tS must learn how
UOREIIVE UNIBEN rneg Jf[&‘ Intense, negative,
andiapidly changing conditions

o

I vildbial cempanies can excel if they

e current short te mid-term upturn to

char 1eW courrse looking out ... In some
cases aVE NEW leoking course ...



Plleeks= [ne Economy

eyeralifEconomic Growth
Outlook ~

[Jmpl]cy’r'ons or the Industry]



7 Out 90k ~ The Economy

OVERIINECEREMIC Grewth Projections ~
' NBICEIERSIOWET Grewth In The Industry
Real GDP Growth By
Region 2004 2005 2006 2007F 2008F
Advanced Economies
us 3.9% 3.2% 3.3% 2.1% 2.5%
Euro Area 3.2% 2.6% 3.2% 2.7% 2.3%
Japan 2.7% 1.9% 2.2% 2.4% 2.1%
UK 3.3% 1.9% 2.8% 2.7% 2.5%
Canada 3.3% 2.9% 2.7% 2.5% 3.0%

Other Advanced
Economies

L

4.3% 5.8% 5.7% 4.9% 51%

Emerging Markets 6.6% 6.7% 7.3% 6.7% 6.2%
4.5% 5.8% 5.6% 5.8% 5.8%

Africa

Central / Eastern
Europe 5.5% 6.0% 6.8% 6.0% 5.0%

Developing Asia 7.6% 9.0% 9.5% 8.7% 8.0%
Middle East 5.1% 4.3% 5.0% 4.5% 4.6%
Latin America 4.6% 4.7% 5.6% 4.8% 4.3%
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fer*rou Rkele
\ ,,_mmru Again — Bult Generally Remain Positive
-

Industry Segment 1995- 2000-

Impacted 2000 | 2005 2006 |  2007E

Economic Indicator

All

Real GDP

Implicit Price Deflator All 1.6% 1.9% 3.1% 3.4%

Personal Consumption Expenditures | All 4.4% 3.2% 3.1% 3.1%

Industrial Production All

Indust. Prod. - Non-Durables Containerboard

Indust. Prod. - Durables Packaging 9.5% 0.7% 7.4% 5.3%

Food & Beverage Sales Boxboard 3.2% 3.6% 1.0% -9.5%

Food services and drinking places Tissue 5.5% 6.3% +8.0% 6.0%

Computer & Peripheral Sales P&W Papers

Professional Employment &
Business Services

P&W Papers,
Tissue

Tissue, Building

0 0 - -
Products 2.9% 5.5% 13% 25%

Housing Starts




NEVAllakeaway's

Qverall ~ 2006 was avery good year

LI 2007 cleppiziglel ]sﬂov\ ng with the overall
Sconemy anel/ or in reaction to higher prices
&2 Z0DENISI 2l guEestion

C
i

S~

—_—

IS IS In tUrcausing erratic market dynamics
! here ~ pricing| is starting to weaken in some
grades .

And as a caution ~ For the first time in

a number of years ~ there Is a significantly
Increased chance of recession




iy . : E il e
m IHEsNANREUStA/Afimanclal performance has been poor
loamumerof years ~ Butis improving

Q
Sh Eerm Jmorovemen S are a relief ~ but are sensitive
Lo Sl & major capacity additions

t decisions, economic & demand
motivation for changed business

models ~ wi rlve’ﬁerformance mid-to long-term

m Changes in industry direction will impact all aspects of
the industry ~ producers and suppliers alike ...



=ials hn ghts

really to seize the opportunities instead of
simply enjoying our respite ~ to refocus
and restructure in new and novel ways . . .



Anhd Remembper . ...

EVentthotghrthe Culrent Industry State of
Aliraiiis st Still"Unstable & Many Systemic
PropIEMSHIREMAIN ~ AS that Famous Arm
Chiair Ph]losogher%c Once Said . . . .

filg_g; .~ “You can Complain Because
S Roses have Thorns, or you can

Rejoice Because Thorns have
Roses”



Thank You! ~Copies Available At

www.fairvalueadvisors.com ~ And ~ www.cpbhis@gatech.edu

Contact Information

: Dan Cenatempo
: President ~ FairValue Advisors
: 770-522-8972~dan@fairvalueadvisors.com

: Jacquelyn McNutt
: Executive Director — Center for Paper Business & Industry Studies

: 404-894-5733 — lacquelyn.mcnutt@cpbis.gatech.edu
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