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World Newsprint Market  
Winners & Losers 

 

� With respect to historical financial performance, Holmen has generated the 
best ROCE and stock market returns, while Catalyst has generated the 
worst.  Norske Skog - the largest - has generated roughly the same EBITDA 
margin as Holmen, but its ROCE and share returns are much lower. 

� Although current prices are above normalized levels, publishers are 
arguably the biggest winners in the longer term due to the secular decline in 
newsprint prices.  Other winners are owners of recovered paper 
(everywhere) and virgin fiber in Asia. 

� The biggest losers are likely shareholders (everywhere), since the ROCE has 
consistently been below the cost of capital.  Other losers are labor - 
everywhere in the global industry, except in the new mills being constructed 
- and consumers of recovered paper. 

� With respect to the producers, the biggest winners are those with modern 
mills in the U.S. (and maybe China).  It would include those in British 
Columbia if it were not for the strong C$.  The biggest losers are those in E. 
Canada, W. Europe, and the older mills in Asia. 
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On April 24, we will be making a presentation entitled, "World Newsprint Market: 
Winners & Losers" at a conference in Shanghai, China. The conference is co-
sponsored by the China Paper Association and RISI. A copy of the presentation 
is available upon request. The key highlights are summarized below. 

There is a range of criteria that can be used to assess "winners" and "losers" in 
the global newsprint market. 

With respect to historical financial performance: 

• Holmen (HOLMBQ-L) has generated the best ROCE and stock market 
returns, while Catalyst (CTL-TSX, Sector Underperformer) has generated 
the worst. Norske Skog (NSG-OL) – the largest newsprint producer in the 
world – has generated roughly the same average EBITDA margin as 
Holmen, but its ROCE is roughly 1/2 and its share price performance much 
lower. 

With respect to regional demand: 

• Since 2000, Chinese demand has increased by 75%, while North American 
demand has declined by 21%. Global demand has been essentially flat over 
the past five years.  

• Since 1990, the rise in demand in China (+2.4 million tonnes) has almost 
equaled the decline in the United States (-2.9 million tonnes). 

• On a secular basis going forward, we expect the annual global demand for 
newsprint to grow at 1%; reflecting -0.5% in N. America and 2.0% in the 
rest of the world. 

With respect to regional capacity: 

• Since 2000, Chinese capacity essentially doubled (+97%), while North 
American capacity fell by 18%. Global capacity remained essentially flat 
over this period.  

• Looking forward, we expect Chinese capacity to rise by 23% in 2006 and 
17% in 2007. On the other hand, we expect capacity in N. America to 
contract by at least a further 4.9% in 2006 and 1.1% in 2007 (however, 
the contraction in N. America could be as high as 5% next year). We expect 
global capacity to rise by 0.6% in  2006 and 1.4% in 2007. 

• By mid-2007, 5 of the 15 largest newsprint machines in the world will be in 
China, 9 will be in Europe, and 1 will be in N. America. 

With respect to capturing the benefits of trade: 

• Canada continues to be by far the largest net exporter of newsprint (with 
over 70% going to the United States) - Russia is a distant second. 

• The United States is by far the biggest net importer, but India is now the 
second largest. 

• Due to anti-dumping duties ranging from 9%-78% and increasing domestic 
capacity, China trades very little in the international newsprint market.  
However, if Chinese demand were to slow, we expect China would become 
a net exporter of newsprint. 
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With respect to relative costs: 

• Exchange rates have the biggest impact on the global cost curve for 
newsprint, with the Canadian dollar appreciating the most and the Russian 
ruble depreciating the most. At present, the Chinese, Russian and Brazilian 
currencies are arguably the most undervalued, while the euro and Canadian 
dollar are the most overvalued. 

• Fiber accounts for about 25% of total variable costs. On a secular basis, we 
expect virgin softwood fiber prices to decline, and recovered paper (e.g., 
ONP/OMG) prices to increase. This is generally most favourable for the 
Canadian, Scandinavian and Russian mills, and least favourable for the 
Asian mills. 

• Energy accounts for about 20% of total variable costs. Producers in British 
Columbia, Quebec and Russia face the lowest energy prices, while those in 
Asia and Scandinavia face the highest. 

With respect to the "broader industry": 

• Although current prices are above normalized levels, publishers are 
arguably the biggest winners in the longer term due to the secular decline 
in newsprint prices. 

• Other winners are owners of recovered paper (everywhere) and virgin fiber 
in Asia.  

• In terms of the producers, the biggest winners are likely those with modern 
mills in the U.S. and possibly China. Due to low fiber and electricity prices, 
producers in B.C. would be among the biggest winners if it were not for the 
strong Canadian dollar. 

• The biggest losers are likely shareholders (everywhere), since the ROCE has 
consistently been below the cost of capital. 

• With respect to the producers, the biggest losers are in Eastern Canada, 
Western Europe, and those in Asia with older facilities. 

• Other losers are labor - everywhere in the global industry, except in the 
new mills being constructed - and consumers of recovered paper. 
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IMPORTANT DISCLOSURES: 

Analyst Certification: Each CIBC World Markets research analyst named on the front page of this research report, or 
at the beginning of any subsection hereof, hereby certifies that (i) the recommendations and opinions expressed herein 
accurately reflect such research analyst's personal views about the company and securities that are the subject of this 
report and all other companies and securities mentioned in this report that are covered by such research analyst and (ii) 
no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific 
recommendations or views expressed by such research analyst in this report. 

Potential Conflicts of Interest: Equity research analysts employed by CIBC World Markets are compensated from 
revenues generated by various CIBC World Markets businesses, including the CIBC World Markets Investment Banking 
Department within the Corporate and Leveraged Finance Division.  Research analysts do not receive compensation based 
upon revenues from specific investment banking transactions.  CIBC World Markets generally prohibits any research 
analyst and any member of his or her household from executing trades in the securities of a company that such research 
analyst covers.  Additionally, CIBC World Markets generally prohibits any research analyst from serving as an officer, 
director or advisory board member of a company that such analyst covers. 

In addition to 1% ownership positions in covered companies that are required to be specifically disclosed in this report, 
CIBC World Markets may have a long position of less than 1% or a short position or deal as principal in the securities 
discussed herein, related securities or in options, futures or other derivative instruments based thereon. 

Recipients of this report are advised that any or all of the foregoing arrangements, as well as more specific disclosures 
set forth below, may at times give rise to potential conflicts of interest. 
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Important Disclosure Footnotes for Companies Mentioned in this Report that Are Covered 
by CIBC World Markets: 
 

Stock Prices as of 04/20/2006: 
Catalyst Paper Corporation (2a, 2e) (CTL-TSX, C$3.33, Sector Underperformer) 

 

Companies Mentioned in this Report that Are Not Covered by CIBC World Markets: 
 

Stock Prices as of 04/20/2006: 
Holmen AB (HOLMBQ-L, p1869.00, Not Rated) 

Norske Skogindustrier ASA (NSG-OL, [NOK]110.00, Not Rated) 
 

Important disclosure footnotes that correspond to the footnotes in this table may be found in the "Key to 
Important Disclosure Footnotes" section of this report. 
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Key to Important Disclosure Footnotes: 
1 CIBC World Markets Corp. makes a market in the securities of this company. 
2a This company is a client for which a CIBC World Markets company has performed investment banking services  

in the past 12 months. 
2b CIBC World Markets Corp. has managed or co-managed a public offering of securities for this company in the 

past 12 months. 
2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for this company in the 

past 12 months. 
2d CIBC World Markets Corp. has received compensation for investment banking services from this company in 

the past 12 months. 
2e CIBC World Markets Inc. has received compensation for investment banking services from this company in the 

past 12 months. 
2f CIBC World Markets Corp. expects to receive or intends to seek compensation for investment banking services 

from this company in the next 3 months. 
2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 

from this company in the next 3 months. 
3a This company is a client for which a CIBC World Markets company has performed non-investment banking, 

securities-related services in the past 12 months. 
3b CIBC World Markets Corp. has received compensation for non-investment banking, securities-related services 

from this company in the past 12 months. 
3c CIBC World Markets Inc. has received compensation for non-investment banking, securities-related services 

from this company in the past 12 months. 
4a This company is a client for which a CIBC World Markets company has performed non-investment banking, 

non-securities-related services in the past 12 months. 
4b CIBC World Markets Corp. has received compensation for non-investment banking, non-securities-related 

services from this company in the past 12 months. 
4c CIBC World Markets Inc. has received compensation for non-investment banking, non-securities-related 

services from this company in the past 12 months. 
5a The CIBC World Markets Corp. analyst(s) who covers this company also has a long position in its common 

equity securities. 
5b A member of the household of a CIBC World Markets Corp. research analyst who covers this company has a 

long position in the common equity securities of this company. 
6a The CIBC World Markets Inc. fundamental analyst(s) who covers this company also has a long position in its 

common equity securities. 
6b A member of the household of a CIBC World Markets Inc. fundamental research analyst who covers this 

company has a long position in the common equity securities of this company. 
7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 

or more of a class of equity securities issued by this company. 
8 A partner, director or officer of CIBC World Markets Inc. or any analyst involved in the preparation of this 

research report has provided services to this company for remuneration in the past 12 months. 
9 A senior executive member or director of Canadian Imperial Bank of Commerce ("CIBC"), the parent company 

to CIBC World Markets Inc. and CIBC World Markets Corp., or a member of his/her household is an officer, 
director or advisory board member of this company or one of its subsidiaries. 

10 Canadian Imperial Bank of Commerce ("CIBC"), the parent company to CIBC World Markets Inc. and CIBC 
World Markets Corp., has a significant credit relationship with this company. 

11 The equity securities of this company are restricted voting shares. 
12 The equity securities of this company are subordinate voting shares. 

13 The equity securities of this company are non-voting shares. 
14 The equity securities of this company are limited voting shares. 
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CIBC World Markets Price Chart 

HISTORICAL PERFORMANCE OF CIBC WORLD MARKETS' RECOMMENDATIONS FOR CATALYST PAPER 
CORPORATION (CTL) 

Date Change Type Closing Price Rating Price Target Coverage
05/23/2003 3.40 SO 7.00 Don Roberts

10/15/2003 3.72 SO 6.50 Don Roberts

11/04/2004 3.44 SO 6.00 Don Roberts

02/06/2005 3.53 SO 5.00 Don Roberts

06/07/2005 3.24 SO 4.00 Don Roberts

09/01/2005 2.83 SO 3.50 Don Roberts

09/14/2005 2.94 SP 3.00 Don Roberts

12/19/2005 3.09 SU 3.00 Don Roberts
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CIBC World Markets' Stock Rating System 

Abbreviation Rating Description 

Stock Ratings 

SO Sector Outperformer Stock is expected to outperform the sector during the next 12-18 months. 

SP Sector Performer Stock is expected to perform in line with the sector during the next 12-18 months. 

SU Sector Underperformer Stock is expected to underperform the sector during the next 12-18 months. 

NR Not Rated CIBC World Markets does not maintain an investment recommendation on the stock.

R Restricted CIBC World Markets is restricted*** from rating the stock. 

Sector Weightings** 

O Overweight Sector is expected to outperform the broader market averages. 

M Market Weight Sector is expected to equal the performance of the broader market averages. 

U Underweight Sector is expected to underperform the broader market averages. 

NA None Sector rating is not applicable. 

**Broader market averages refer to the S&P 500 in the U.S. and the S&P/TSX Composite in Canada. 
"Speculative" indicates that an investment in this security involves a high amount of risk due to volatility and/or liquidity issues. 
***Restricted due to a potential conflict of interest. 

Ratings Distribution*: CIBC World Markets' Coverage Universe 

(as of 20 Apr 2006) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 303 37.4% Sector Outperformer (Buy) 159 52.5%

Sector Performer (Hold/Neutral) 381 47.0% Sector Performer (Hold/Neutral) 175 45.9%

Sector Underperformer (Sell) 96 11.8% Sector Underperformer (Sell) 51 53.1%

Restricted 21 2.6% Restricted 21 100.0%

Ratings Distribution:  Paper & Forest Products Coverage Universe 

(as of 20 Apr 2006) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 4 28.6% Sector Outperformer (Buy) 3 75.0%

Sector Performer (Hold/Neutral) 6 42.9% Sector Performer (Hold/Neutral) 3 50.0%

Sector Underperformer (Sell) 4 28.6% Sector Underperformer (Sell) 4 100.0%

Restricted 0 0.0% Restricted 0 0.0%

Paper & Forest Products Sector includes the following tickers:  A, BOW, CAS, CFP, CTL, DTC, FPS, IFP.SV.A, IP, LPX, NBD, TBC, WFT, 
WY. 

*Although the investment recommendations within the three-tiered, relative stock rating system utilized by CIBC World Markets do 
not correlate to buy, hold and sell recommendations, for the purposes of complying with NYSE and NASD rules, CIBC World Markets 
has assigned buy ratings to securities rated Sector Outperformer, hold ratings to securities rated Sector Performer, and sell ratings to 
securities rated Sector Underperformer without taking into consideration the analyst's sector weighting. 

Important disclosures required by IDA Policy 11, including potential conflicts of interest information, our system for 
rating investment opportunities and our dissemination policy can be obtained by visiting CIBC World Markets on the web 
at http://research.cibcwm.com/res/Policies/Policies.html or by writing to CIBC World Markets Inc., BCE Place, 161 Bay 
Street, 4th Floor, Toronto, Ontario M5J 2S8, Attention: Research Disclosures Request. 

http://research.cibcwm.com/res/Policies/Policies.html
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Legal Disclaimer 

 This report is issued and approved for distribution by (i) in the United States, CIBC World Markets Corp., a member 
of the New York Stock Exchange ("NYSE"), NASD and SIPC, (ii) in Canada, CIBC World Markets Inc., a member of the 
Investment Dealers Association ("IDA"), the Toronto Stock Exchange, the TSX Venture Exchange and CIPF, (iii) in the 
United Kingdom, CIBC World Markets plc, which is regulated by the Financial Services Authority ("FSA"), and (iv) in 
Australia, CIBC World Markets Australia Limited, a member of the Australian Stock Exchange and regulated by the ASIC 
(collectively, "CIBC World Markets"). This report is provided, for informational purposes only, to institutional investor 
clients of CIBC World Markets in the United States and Canada and retail clients of CIBC World Markets in Canada, and 
does not constitute an offer or solicitation to buy or sell any securities discussed herein in any jurisdiction where such 
offer or solicitation would be prohibited.  This document and any of the products and information contained herein are 
not intended for the use of private investors in the United Kingdom.  Such investors will not be able to enter into 
agreements or purchase products mentioned herein from CIBC World Markets plc.  The comments and views expressed 
in this document are meant for the general interests of clients of CIBC World Markets Australia Limited. 
 The securities mentioned in this report may not be suitable for all types of investors.  This report does not take into 
account the investment objectives, financial situation or specific needs of any particular client of CIBC World Markets.  
Recipients should consider this report as only a single factor in making an investment decision and should not rely solely 
on investment recommendations contained herein, if any, as a substitution for the exercise of independent judgment of 
the merits and risks of investments.  The analyst writing the report is not a person or company with actual, implied or 
apparent authority to act on behalf of any issuer mentioned in the report.  Before making an investment decision with 
respect to any security recommended in this report, the recipient should consider whether such recommendation is 
appropriate given the recipient's particular investment needs, objectives and financial circumstances.  CIBC World 
Markets suggests that, prior to acting on any of the recommendations herein, Canadian retail clients of CIBC World 
Markets contact one of our client advisers in your jurisdiction to discuss your particular circumstances.  Non-client 
recipients of this report who are not institutional investor clients of CIBC World Markets should consult with an 
independent financial advisor prior to making any investment decision based on this report or for any necessary 
explanation of its contents.  CIBC World Markets will not treat non-client recipients as its clients solely by virtue of their 
receiving this report. 

 Past performance is not a guarantee of future results, and no representation or warranty, express or implied, is 
made regarding future performance of any security mentioned in this report.  The price of the securities mentioned in 
this report and the income they produce may fluctuate and/or be adversely affected by exchange rates, and investors 
may realize losses on investments in such securities, including the loss of investment principal.  CIBC World Markets 
accepts no liability for any loss arising from the use of information contained in this report, except to the extent that 
liability may arise under specific statutes or regulations applicable to CIBC World Markets.   
 Information, opinions and statistical data contained in this report were obtained or derived from sources believed to 
be reliable, but CIBC World Markets does not represent that any such information, opinion or statistical data is accurate 
or complete (with the exception of information contained in the Important Disclosures section of this report provided by 
CIBC World Markets or individual research analysts), and they should not be relied upon as such.  All estimates, opinions 
and recommendations expressed herein constitute judgments as of the date of this report and are subject to change 
without notice. 
 Nothing in this report constitutes legal, accounting or tax advice.  Since the levels and bases of taxation can 
change, any reference in this report to the impact of taxation should not be construed as offering tax advice on the tax 
consequences of investments.  As with any investment having potential tax implications, clients should consult with their 
own independent tax adviser. 
 This report may provide addresses of, or contain hyperlinks to, Internet web sites.  CIBC World Markets has not 
reviewed the linked Internet web site of any third party and takes no responsibility for the contents thereof.  Each such 
address or hyperlink is provided solely for the recipient's convenience and information, and the content of linked third-
party web sites is not in any way incorporated into this document.  Recipients who choose to access such third-party web 
sites or follow such hyperlinks do so at their own risk. 

 Although each company issuing this report is a wholly owned subsidiary of Canadian Imperial Bank of Commerce 
("CIBC"), each is solely responsible for its contractual obligations and commitments, and any securities products offered 
or recommended to or purchased or sold in any client accounts (i) will not be insured by the Federal Deposit Insurance 
Corporation ("FDIC"), the Canada Deposit Insurance Corporation or other similar deposit insurance, (ii) will not be 
deposits or other obligations of CIBC, (iii) will not be endorsed or guaranteed by CIBC, and (iv) will be subject to 
investment risks, including possible loss of the principal invested.  The CIBC trademark is used under license. 

 © 2006 CIBC World Markets Corp. and CIBC World Markets Inc.  All rights reserved.  Unauthorized use, 
distribution, duplication or disclosure without the prior written permission of CIBC World Markets is prohibited by law and 
may result in prosecution. 


