


DISCLAIMER AND RIGHTS

This report has been prepared by Pdyry Management Consulting (UK) Ltd (“Pdyry”) solely for use by Prima — The Paper Network (the
“Recipient”). All other use is strictly prohibited and no other person or entity is permitted to use this report, unless otherwise agreed in writing by
Poyry. By accepting delivery of this report, the Recipient acknowledges and agrees to the terms of this disclaimer.

NOTHING IN THIS REPORT IS OR SHALL BE RELIED UPON AS A PROMISE OR REPRESENTATION OF FUTURE EVENTS OR RESULTS.
POYRY HAS PREPARED THIS REPORT BASED ON INFORMATION AVAILABLE TO IT AT THE TIME OF ITS PREPARATION AND HAS NO
DUTY TO UPDATE THIS REPORT.

Pdyry makes no representation or warranty, expressed or implied, as to the accuracy or completeness of the information provided in this report or
any other representation or warranty whatsoever concerning this report. This report is partly based on information that is not within Poyry’s
control. Statements in this report involving estimates are subject to change and actual amounts may differ materially from those described in this
report depending on a variety of factors. Poyry hereby expressly disclaims any and all liability based, in whole or in part, on any inaccurate or
incomplete information given to Poyry or arising out of the negligence, errors or omissions of Pdyry or any of its officers, directors, employees or
agents. Recipients' use of this report and any of the estimates contained herein shall be at Recipients' sole risk.

Poyry expressly disclaims any and all liability arising out of or relating to the use of this report except to the extent that a court of competent
jurisdiction shall have determined by final judgment (not subject to further appeal) that any such liability is the result of the willful misconduct or
gross negligence of Péyry. Poyry also hereby disclaims any and all liability for special, economic, incidental, punitive, indirect, or consequential
damages. Under no circumstances shall Péyry have any liability relating to the use of this report in excess of the fees actually received by Poyry
for the preparation of this report.

All information contained in this report is confidential and intended for the exclusive use of the Recipient. The Recipient may transmit the
information contained in this report to its directors, officers, employees or professional advisors provided that such individuals are informed by the
Recipient of the confidential nature of this report. All other use is strictly prohibited.

All rights (including copyrights) are reserved to Poyry. No part of this report may be reproduced in any form or by any means without prior

permission in writing from Pdyry. Any such permitted use or reproduction is expressly conditioned on the continued applicability of each of the
terms and limitations contained in this disclaimer.
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GOOD NEWS - BAD NEWS

The world of fibre and raw materials is fraught with challenges, bristling with
developments, charged with growth, but can very much be rife with confusion.

Background and context -\
The growth in fibre demand '
Developments in BHKP
Developments in RCP
Conclusions
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PAPER INDUSTRY PERFORMANCE

It is clear that the current profitability of paper industry in general could be better. It
is also clear that there are challenges to turn this around, especially with the
graphic sector’s market trends. But this does not mean that nothing can be done...

Development of profitability of global pulp and paper industry
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WORLD PAPER DEMAND IS DRIVEN BY TISSUE AND PACKAGING

Ours is still a growth market! However, whilst the outlook for tissue and packaging
remains positive, the prospects for graphic papers continue to be gloomy.

World paper demand by grade 2012-25
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THE GROWTH IN FIBRE DEMAND
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GLOBAL PAPERMAKING FIBRE CONSUMPTION

The world has changed. Asian total fibre consumption today is already higher than
Europe and North America combined. All fibre sources are important.

Regional fibre consumption in 2012

Latin America North America Europe Asia Other
21 MT 86 MT 101 MT 190 MT 8 MT

- i 129 48
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- Wood pulp - Non-wood - Recovered fibre
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GROWTH EXPECTATIONS

Asia will continue to be the major growth engine for both virgin and recovered fibre.
90% of the growth is in Asia! It has a seemingly insatiable appetite.

Regional fibre consumption growth to 2025

Latin America North America Europe Asia Other
+9 MT -6 MT +4 MT +73 MT +3 MT

- Wood pulp - Non-wood - Recovered fibre
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SEGMENTING BY FIBRE TYPE

China led the growth during the last decade for both market pulp and recovered
fibre. The rest of the world has though has had positive growth rates — if modest.

Market pulp Recovered fibre
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HOW WILL FUTURE FIBRE DEMAND BE FULFILLED IN CHINA?

In addition to its fast growing domestic supply, China will remain a net importer of
both virgin and recovered fibre — setting challenges and determining dynamics.

Chinese domestic supply Imports into China
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DEVELOPMENTS IN BHKP
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BHKP DEMAND GROWTH

China’s role as market pulp consumer will continue to grow — it will need an
additional 8 million tonnes of BHKP market pulp by 2025 with further growth
coming in other parts of Asia and Latin America.

Global market BHKP demand growth

40 MT World Total

Rest of the World

28 MT
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INCREASING SHARE OF BRAZILIAN MARKET PULP

On the whole pulp tends to be produced where low cost fibre is available. It is this
availability of low-cost high-quality fibre has driven the development of the South
American pulp industry

Brazilian share of bleached kraft market pulp Top bleached kraft pulp producers, 2013
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DEMAND GROWTH SET THE LIMITS FOR BUSINESS GROWTH

New project timing is even more critical when the plant size is increasing. Although
some of the decided capacity increase is in Asia. most is in South America — the
availability of low cost fibre is continuing to attract pulp investment.

Global market BHKP supply growth
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Increase

8
40
Capacity Capacity Demand
2012 2025 2025

Million tonnes

FIBRE & RAW MATERIALS 15

~ i .
D pOYRY COPYRIGHTOPOYRY MATERIALS



INCREASING LOGISTIC COSTS ARE PROVIDING CHALLENGES

Availability of costal greenfield pulp production sites today is limited.. Furthermore
the customers in China are tending to move further inland too. This is providing
challenges to logistics costs at both ends of the supply chain.

Pulp capacity in 1990 Pulp capacity in 2014

Pulp mills :
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MARKET PULP PRODUCERS ARE FACING CHANGES

Flattening cost supply curve decreases the marginal cost and triggers intense
competition. A stronger Brazilian currency and increased stumpage costs are
further factors changing the competitive dynamics

Cost curves — Brazilian producers Brazilian average producer
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DEVELOPMENTS IN RCP
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RECOVERED PAPER CONSUMPTION BY GRADE

OCC and Mixed grades cover around 70% of the recovered paper. This is linked to
RCP’s main consumption in the packaging sector.

Indicative global recovered paper consumption,
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RECOVERED PAPER DEMAND FORECAST BY GRADE

There is growth in most regions and most grades, but the significant growth is all
focused around China and packaging. Note the differing y-axis scales below.
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STATISTICAL VERSUS ACTUAL COLLECTION RATE HISTORY
Collection rates have increased in both China and Europe. Whilst there looks to be

a big difference between the stated statistical numbers, the reality is that collection
rates are very similar.

RCP collection rates

The actual gap

China plays a key role in the global 80% [~ 's very small \
recovered paper markets. It ~,
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CONCLUSIONS
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CONCLUSIONS

The global pulp and paper sector is continuing to grow, and with that growth comes
challenges and threats for its fibre and raw material supply.

* The RCP supply:demand balance is tightening, threatening
availability - collection rates are approaching maximum.

* Pulp capacity is coming on-line, but large sizes of new mills
make the development lumpy

* Pricing for both RCP and pulp links closely Fibre and raw + RCP quality is threatened as the
to availability, creating challenges material supply market tightened.
* RCP is threatened by supply potential. | outlook |« Pulp markets need to develop fibre

* Logistics costs are impacting pulp type to match future markets

Demand

* China and packaging are the two big driving forces in the
demand for both pulp and RCP.

* There are other positives — tissue, Asia, 1.4%CAGR, etc.
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The leading advisor to the world’s capital and resource intensive industries.
Clients choose us for the sharpness of our insight, deep industry
expertise and proven track record — because results count.

Poyry Management Consulting
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