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Outloek— Where At We’?

EINGIRMATRERICan Pl and paper industry Is currently
Znjeyimaracyclicalvenound — nelped greatly by the capital
CONSHEISIcENC Jgrocng]'r/ ratienalizations of recent years

\/Aging domestic a g pase — requiring iInvestment attention
v'"Nagging poor -- but improving -- financial performance

v Lure of pent up expansion plans in an improving market —
risks of past behavior still overhanging
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Ptk == \Wiere Are We?

Rebounding pulp & paper rlf" and, closure of unviable facilities, a
weaker US dollar & strong economic growth are driving moderately
Increased volume, (erratic) prices and profitability in the NA industry.

- aam

gl demand growth has been modest and
S0 reach peak 1999 to 2000 levels

= The returning supply and demand balance currently
favor producers but could shift back to customers circa
2007 as higher prices dissuade consumption and
capacity could again begin to expand

* Yet — the improved fundamentals do create opportunities
to stabilize the NA Industry platform looking out . . .
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ompanies continuously identify and successfully
1315 WIth returas greater than cost of capital

¥

* Performance has traditionally follewed excess capacity and
pricing — yet — as noted — we may be entering a new era here

= And note that —total shareholder returns have held up better
than some standard industry benchmarks

Industry performance and s

improving but still below th
Investors to make a fair retu




L

4 cpprs -, \ §
-

" Outlieek — 'dllﬁry Performance
»

2005 Returns
ROTC averages 6.7% vs. Are Improvmg B
11.0% cost of capital But Still 4 Points
Below Target —
Rational
Investors Will
Not Allocate
Capital To A
Poorly
Performing
Industry — Key
O% ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) ) Question — IS
1975 1978 1981 1984 1987 1990 1993 1996 1999 2002 Q2 The Industry
2005 ! :
Situation
Changing?

20%

=0~ Return On Total Capital =+— Cost of Capital
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. Outleoke — Inc g;i: Performance
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etaisSheenolders” Returns Still Trail S&P 500

O
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OIHBOK SHINEUSTry Performance
@veralls ' |

-

= [USHpdustysiiRancial perfermance has been poor on an
ASOIUTENASISRERCNIESISTENTIY from the late 90’s
treugh tecay==Elii we are seeing Improvements

nance improvements are a welcome

could be transient if industry

In tempted to significantly increase major

nstead of performance enhancing] capital
&

* The quality of pending investment decisions, basic economic
and demand factors, and the industry’s motivation to pursue
iInnovative structural change will drive industry performance

In the mid-to long-term . . .
8

manag BMme
capaCIty o)
investments
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S @uUleek - The Economy
q_F:éal GDP Growth By Region

Advanced Economies
us 1.9% 3.0% 4.4% 3.4%
Euro Area 0.8% 0.5% 2.2% 2.2%
Japan -0.3% 2.5% 4.4% 2.3%
UK 1.8% 2.2% 3.4% 2.5%
Canada 3.4% 2.0% 2.9% 3.1%
Other Advanced Economies 3.6% 2.4% 4.3% 3.5%

2002 2003 2005

2004

Overall
Economic
Growth
Projections
Do Favor

Newly Industrialized Asian 4

Economies 5.0% 3.0% 55%  4.0% Continued

Other E ing Market 4.8% 6.1% 6.6% 5.9% D

er Emerging Markets .8% 1% .6% .9%

e Growth In The
Africa 3.5% 4.3% 4.5% 5.4%

Industry

Central and Eastern Europe 4.4% 4.5% 5.5% 4.8%

Commonwealth of
Independent States 5.4% 7.8% 8.0% 6.6%

Developing Asia 6.6% 7.7% 7.6% 6.9%
Middle East 4.3% 6.0% 5.1% 4.8%
Latin America -0.1% 1.8% 4.6% 3.6%
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NASSECIESHInaRBIECtY Drive Pulp & Paper Demand Are
)| Neaker Than @verall GDP — But Remain Positive

Economic Indicator

B e

Industry Segment
Impacted

VIg

Real GDP

All

Implicit Price Deflator

All

Personal Consumption
Expenditures

All

Industrial Production

All

Indust. Prod. - Non-Durables

Containerboard

Indust. Prod. - Durables

Packaging

Food & Beverage Sales

Boxboard

Food services and drinking places

Tissue

Computer & Peripheral Sales

P&W Papers

Professional Employment &
Business Services

P&W Papers,
Tissue

US Households

Tissue, Building
Products

I Housing Starts

Tissue, Building
Products
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PuvEre=Eede-hy-Grade Discussion

\fﬂ'—‘rJCclfJ \Viarket

= NA Recoered Fiber & Energy
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VIE
PUBEK = NATVarket Overview

. |
INENVEeakIEsSHigpIiniarn/ pulp and paper demand in the

2000525 as notedi corrected -- due in part to improving
JomMeEsticreconomIc conditions

~
>)
o
1S

the closure of significant capacity
as put supply relatively in balance

*» Producers have been generally successful implementing
price increases -- so far -- in this environment

The net result yelical upturn in t 5' ulp and

paper industr 't i C | rse circa 2006 / 2007
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OuBEK = NAWarket Overview

"N EsN eIt r\merJ ' Paper industry is a mature
Wae of 9usin rgenerally characterized by:

HIghEeStpPEREapIta consumption in world across all grades
1!‘! Jrovvrr | --r GDP

An aging asset base

v

v

v Below cost of capital returns

v

v' Cyclical pricing and profitability. . . . .

Historically, the J\Jor N Industry expanded after each

cyclical peak. } C r/ vvru rnem oeem oumed onto
JrJFHrrJrlFJOﬂrl] mar ‘

13
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Outleok -- NA J\/Jf Overview
r/ ouﬁmeﬁ environment has
ombination of factors:

St

G
A vvea}{en]ng LS)efe
/ZReboupdineeiemest!

. /JrrJoro\/]rJg re"rui?'h;

IVeness of European producers
rowth in developing regions

capacity ane pepding management

* This represents a substantive change from the past five
years of persistent weakening overall market place and
Industry performance

14
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-
OUEEK —=SINANVIarket Overview

[ImiENLSHpat fo \ ard Under more stable
: zlglef po.\ Ve cilicumstances . . .

"=
Accordingly -- the North American industr , have a
window of oppomumr/ to further restructure and innovate
oU

t

to better compete in the changing global mark ’mg
— but the .'ous]ness emvlronmemr rQr JIJr n en 1

15
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L Oieek=INA Market Overview

Industry

Change in Capacity Compound Annual Surveys And
(Tons/Tonnes) Growth Rate Projections

2000- 2005- 1990- 2005 -
Grade Segment 2004 2010 2004 2010 Both Indicate
That Capacity

NA Boxboard 74 609 1.4% 1.0% Could Begin

To Grow Again
. i 0 0
U.S. Containerboard 1,292 1,516 1.7% 0.8% Between 2005

NA Newsprint 2,057  -2328  05%  -2.9% And 2010 — But
At A Much
NA Printing & Writing -1,221 -51 1.7% 0.0% Lower Than

Historic Rate
And From A
0.5% Reduced Base

NA Tissue

2.1% 0.2%

NA Market Pulp 1.5%
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re better than Industry average despite

these poor entals due to a relatively concentrated

supply base
* Facility closures have brought supply and demand in line

mplications; Slow capacity growth projec

~
c
2
a

a |
nigh risk of falling demand and additional T

Ity

17



d*b CPBIS :

";i" - Ourn —INA Boxboard
]

° NA
Boxboard
Demand
Growth Now
Significantly
Lags GDP —
Bleached
Board
Growth
Slightly
1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 Outpaces
-0+ Real GDP —+—NA SBS -0~ Total Boxboard Recycled

:1)

Relative Growth Index (1990

0.5
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» - - @Uiook —INA Boxboard

Both
Demand
And Supply
Have
Resumed
Growth But
Will Take
Several
Years To

3000 Reach

1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 Historic
-2~NA Demand =4+ NA Capacity -®-Total Shipments LeveIS

8,000

NA Boxboard Volume
(@) ]
I3
(@]
o

Volume (Short Tons Millions)
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o Pliloek —INA Boxboard
’ NA Boxboard
900
Has

_ Gy Consolidated
g 700 [ & Reduced
§g 0 | g Excess
38 FOTASN  Capacity — But
58 will Be
B 400 { 100% & Tempted To
28 a0 | Bl Add Capacity
S @ In The Out-
=

years If
Demand

T .11 1111111111111 11 11 11T 7T 171 7rrIrrrrirt7T1 71717717 o 0 1
0 ST Continues To
1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010
Grow

=49 Excess Capacity

==Excess Capacity




R

* cpms
,;',. g Ot rlaar Boxboard

$1,200
= $1,100 1
E $1,000 - The Recent
g Rebound In
o $900 - :
= NA Prices Is
£ %8007 Faltering —
g STo0n Long-term
9 $600 | Prices
% $500 - Continue To

$4OO T T T T T T T T T T T T T T T Tr e n d
1990 1992 1994 1996 1998 2000 2002 2004 Downwards
—4—Real Price ($2004) —®—Nominal Price = = Linear (Real Price ($2004))
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ontainerboard

TS NA Corltz ) er gl SEgment has undergone one of the most
EXTENSIVETESTITIC ' e industry --

'Sihas gone from one of the
nie stry Improved capacity

overseasi capacity, especially in China and Germany
* Profitability and returns are lower than industry average
= Slack capacity abserbed quickly with improved economy

22
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~ ’Ou;r.loor SN Containerboard

2.5 - NA Container-

board Demand
Continues To
Grow At A Rate
Closely Tied To
Domestic Non-
Durables and
S N R Durables
1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 Production
—&—US Linerboard - US Medium

=0=US Durable Production ==US Non-Durable Production
—Real GDP

2.25 -

1.75 -
1.5 -
1.25 -

1,

Relative Growth Index (1990 = 1)

0.75 —f----mmm oo




o

d*b crﬁs -:F'

. VIg

W BUHEek =INAContainerboard
»

45,000

40,000

NA Capacity

E oo | Is Expected
> 5 To Be Well
g3 30000 Controlled
25 Relative To
T ~ 25,000

52 Demand
°e

A 20,000 o

D

15,000
1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010

=~Demand

=4 Capacity ®-Total Shipments
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VAs€@ontainerboard

”r 1
~ '@U[Ioo

>

£ 5000 - =

L:-;_ T 20% § NA

2~ 2ooo ol Container-
LS ) 2 y

5 S tsw 8 board’s
T & 3000 - " EXcess
25 [REZ-B Capacity Is
e PNy g Now

8 Ll A WENEEEE Rclatively In
(fé , 5%5%5%&_)0/0 g

S 3 Balance

1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010

=~Excess Capacity =4— 9% Excess Capacity
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S Ouleek = INAs€ontainerboard

$700 NA Capacity
Reductions
Helped
Containerboard
Producers
Maintain &
Prices — But

$600 -

$500

$400

Kraft Linerboard 42Ib. Price ($ Short Ton)

$300 - Normal Profits
Are Not Yet
00 SR Being
1990 1992 1994 1996 1998 2000 2002 2004

Generated

—2—Real Price ($2004) —®—Nominal Price --- Linear (Real Price ($2004))
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= Opportunities for further consolidation exist and significant
capacity reductions and grade conversions will continue . . .

Implications: Rational players will spend a minimum of capital
and seek value added grade conversions. No new NA

Newsprint mills are likely to be built -- at least by rational

sector players . ..

27
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S GUiloek—INA Newsprint

N

NA
Newsprint Is
A Declining
Segment In
Long-Term —
A Short-to
Mid- Term
Improvement
May Occur
05— But Is Not

1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 Pr 0 J ecte d
=0~ Real GDP =4=NA Newsprint Demand

:1)

15

[EEN
!

Relative Growth Index (1990
o
iy
o1
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o~ PUHBOk—INA Newsprint

19,000 -

17,000 -

[HEN

o

o

o

o
|

13,000 -

11,000 -

Newsprint Volume
(Metric Tons 000s)

9,000 -

7,000

=O0~-NA Demand =#-NA Capacity

®-Total Shipments

1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010

Demand,
Capacity,
Exports, &
Shipments
Are All
Sliding
Downward
At A
Relatively

Quick Rate



L

oK CPBIS

o

L @UIHOeKk = INA Newsprint
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400

200 -

4% 304

5%

The Supply
And
Demand
Situation
Has
Improved
But Excess
Capacity
EEINEE

NA Newsprint - % Excess Capacity

0

T T T T T T T T T T T O %

1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010

==Excess Capacity

= 0o Excess Capacityv
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$900

Capacity
Reductions
Have
Helped
Boost
Prices --
But A
Strong
Downward

$300 T T T T T T T T T T T T T T T Trend
1990 1992 1994 1996 1998 2000 2002 2004 Persists

—/— Real Price ($2004) —#—Nominal Price = = Linear (Real Price ($2004))

$800 -

$700 -

Newsprint Price ($ Per Metric Ton)
¥ % &
N o1 oy
(@) o o
o o o
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PUHIB0oKk— NA P&W Papers

FECONOmMIIC glovvr r\\n & alternative media
Ut n Ve mpac &\WW demand negatively --

| Umr omoeurJve ;apac"‘ g clesed & modest demand
] IgN N excess capacity

Grades have seemingly collapsed into
changeable/somewhat flexible grade

structure from consumers’ perspectives

* |n this context -- CE guickly became commoditized --
displaced by improved CGW grades — changes still expected

Implications: S]gn]'f]can'r repositioning / redeployment of

continued M&A & financlial constraints.

32
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PUHBEIK — INAWR Papers (cont.)

auto brochures/annual
'Oy website versions

der pressure from overseas
"Newsprint producers are converting
NEFCGWW. grades creating serious
ures for UCF across time

=  Financial returns & growth prospects are similar to
Industry average & reom exists for continued M&A activity

Implications: Certain segments will suffer r

reductions and ti Ie urmoll will continue to ci
unstable overa I gr O-grade business environi

33
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-y - L OUEBKE—INAP& W Papers

P&W Paper
Demand
Fundamentals
Began To
Change In The
Mid-1990s —
Minimal And
Risky Growth
Is Expected

05— —— Going

1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 FO rwar d
=0~ Real GDP -#-NA UCFS Demand =#=Employment - WC Proffessionals

1.75

:1)

=
ol
!

—
N
(&

Relative Growth Index (1990
=
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’;I'f- " OUHBOK~NA P&W Papers
’

40,000
Rising Imports

53D | Have Slowed

2 Shipments
g2 Relative To
2 ey Domestic
s Demand And
% % 25000 Further

>

Capacity
Rationalization

20,000 T T T T T T T T T T T T T T T T T T T T 5
1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 IS leely

=0~Demand

=4 Capacity ®-Shipments
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. 6,000 25%

g S0 [P Significant

5 _ - NA P&W

@ & 4,000 - S O

§8 - 15% & ver_-

uj)égooo L% CapaCIty

5 = PrRl Persists —

©c < 5 .

- Bammn 4] Sustaining A

§ 500 S Difficult

< Market
o o Condition

1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010

== Excess Capacity == 0% Excess Capacity
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~~ . L Oltook —NA P&\ Papers

$1,600

Collapsed
Real Price
Trends
Continue
Downward
And Recent
Pricing
Improvements

$4OO T T T T T T T T T T T T T T T H ave B een
1990 1992 1994 1996 1998 2000 2002 2004 . . .

—~CFS No. 3 60lb. = UCGW Average Disappointing

== UCFS No. 4 Xerocopy =—=CGW No. 4 50Ib.

$1,400 -

$1,200 4 .

$1,000 -

$800 -

Real Price ($2004 Short Ton)

$600 -




& Interntio
to US

= DIP pulps presently relatively more financially attractive than
virgin pulps

Implications: Some capital to be spent on integrated DIP
apacity vvJII creep up with incremental improvement
ard here is China'’s fiber demand .

facilities.

projects — Wild ¢
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T
il
2
Demand
3 175 For Market
% /\/,,-t""’ Pul P
2 / ' Follows
=N oceesll  Other
Dg-s o .{(&.D_D-—D-—D—D—D Grades—
2 1l =S But Watch
e China’s
g Needs and
05 -+ Demands

1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 Looklng

-0-NA P&W Papers + Tissue  =&=Total NA Market Pulp
- NA BSKP - - NA BHKP Out




12,500

10,000

7,500

5,000

NA Market Pulp Volume
(Metric Tons 000s)

2,500

1983 1986 1989 1992 1995 1998 2001 2004 2007 2010
= = BSKP Shipments —BHKP Shipments

—O—BSKP Capacity —&— BHKP Capacity

VIg

Supply And
Demand For
Chemical
Market Pulp
Is Expected
To Be
Relatively
Flat — But
Again —
Watch
China’s
Needs
Evolve . ..
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®
~ s " _(® tl'{%,— NA BHKP

NA BHKP
Capacity Is

= A el In Check But
Sz f20% &
g8 300 | sjl |s Expected
2 g 200 - 1 150 3 To0 Creep Up
S t 12% 0 .
55 e AT 0 -l Over Time —
L %1% /\ KIS Increasing
= J 1 (S W A 0% \ £ N\ fody T

m

The Risk Of
2 = Capacity
(200) 7 0% Closures

1983 1986 1989 1992 1995 1998 2001 2004 2007 2010
== Metric Tons

(100) -

=495 of Capacity
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o Outleske— NA BSKP

[
30%
— NA BSKP Is
T 25% Carrying
> "
R Pl Relatively
g2 8 More
© 3 1 15% @ :
2 & '|/ i Capacity
o O &)
L>IJL2 ; 500 + 10% |->U< Than BHKP
9 X z
o B — Making It
= % g oA BO >
Z L More
1 0% Sensitive To
Swings In

(500) 5%
1983 1986 1989 1992 1995 1998 2001 2004 2007 2010

== Metric Tons =% of Capacitv

Demand
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':w"f' “ONibok— NA Market Pulp

=0 Market Pulp
Prices Have
Once Again
Flattened &
Long-term
Fundamentals
Still Not
Strong Going
Forward

Real Pulp Price Per Metric To

1990 1992 1994 1996 1998 2000 2002 2004

-#- NBHKP Deliv. To US

=2—=NBSKP Deliv. To US
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— NA Tissue
rallf'segment in North America --
ndEprediict demiandiis ﬁe—Americans highest per-
caplite. consun gincremental demand is slow

DEnenG growt ngl=hbut still expanding per capita

“IHowever —overalifcompany financial returns less sensitive to
supply /Ademendtdynamics at mill level than other grades

= Regulatory’ consjderations will limit large M&A activity

= Both technolegy changes and new entrepreneurial entrants
will drive spending

= Excess capacity Is building — but likely to be absorbed

Implications: Segment may be losing some luster —Is a
ly
KOr

day of reckoning coming or will historical market

dynamics win out?
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A0 et 0l NA Tissue
- .

2

1.75 -

NA Tissue
Has
Innovated
To Keep
Demand
Ahead Of
ffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffff Household
Formation

:1)

Relative Growth Index (1990

0.5

1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010
-0~ Real GDP =4 NA Tissue =@-U.S. Households
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VIg

3

Ouilocke= NA Tissue

\
\

10,000

Constraint
s Needed
AS
Capacity
Growth Has
Recently
Outpacing
Demand —
But Some
Structural

5,000 Protections
1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 .
Remain

=0-Demand —4— Capacity ®-Shipments

9,000 -

e

o

S

S
|

NA Tissue Volume
(Short Tons 000s)
\]
o
o
o
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L Outloeki—NA Tissue
-
1,400
Excess
= oo 2 Tissue
8 1,000 - -3 Capacity Is
c 0 (@) . 5
cu)>§ L 15% o Bwldmg
@ 5 800 Q :
§ = L% But Will
T e00 P Moderate
o I 0 (]
22 z As The
< = Rate Of
Z - 5% < )
Capacity
Additions
O T T T T T T T T T T T T T T T T T T T T 0%

1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 SlOW
=% Excess Capacityv

== Excess Capacity
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L @UtIookeNA Tissue
’

160

o | Consumer
Products

140 | _h
Pricing Is

130

Trending
Upward —
The Away-
from Home
Market
Trends Are

1993 1995 1997 1999 2001 2003 2005 L €SS

—~—Real Price ($2004) —=— Nominal Price Favorable
- = Linear (Real Price ($2004))

120 -

110 -

Price Index

Household Paper Products
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SO0 Recovered
- Fiber Is
Creating
Upward Cost
Pressures
ACross
Grades — &
$25 | With China’s
Needs —
Pressure
2004 2005 Expected to
-=- ONP#8 Sustain

$83

$75 -

$50 -

($2004 Per Short Ton)

Real Recovered Fiber Price - U.S. Midwest

2000 2001 2002 2003

2= 0OCC#11
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‘,.»#Oiﬂfﬂox NErgy,=0il and Natural Gas
$70 $10 $60+ Bbl Oil

$9 & $7/Mcf
$8 Natural Gas
y 57 Will Create
1 %6 GDP &
T Industry
¥ Instability —
% But Also
| z Raise Value
s Opportunity
For Wood To

1/05
=—Oil Price = Industrial Gas Price FU el - -

$60 -

$50

$40

$30

$20 -

Nominal Dollars Per Barrel
$ Per Thousand Cubic Ft.

$10

$-

1/84 1/87 1/90 1/93 1/96 1/99 1/02
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rJuor/—Jss — Directions

Czlo)fiel] JO‘—‘erJJfJJ view & Outlook

Capital Spending/Depreciation
= Capital Spending Level

51
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USHhelsug/—€apital Spending

US celpliel @)/ognrlituresﬂjm to be depressed by poor
inenieyel oerrormrln‘, & SIGWInEl off capacity growth --

CAPEX on PPE last 5 years — Should ease
— antitrust constraints

= There Is risk that unexpected international acquisitions
activity will interrupt capital spending patterns

Overall, net M&A imp ‘ ne better (less impacting) for

CAPEX than the la:

£5year.‘ out not el to offset weak
investi
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il

-

USHhelsug/—€apital Spending

@1

EXPENEItUESTEBMWRNTIOM $6+

= The following tablgand graphs summarize these
historical trends and projections

53
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':.r"? US Iniclus '7a@apital Spending
L

SR S Capital
o 12,500 - Expenditures
2 e (CAPEX) On
2 5 Pulp & Paper
Ell Property,
§§ 250 | ETR
ERS Equipment
a ] (Nominal $
® 2500 A+ Millions)

1975 1979 1983 1987 1991 1995 1999 2003
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~ g WS usthya=Profitability

10%

owd Profitability
Has Improved,
But Continues
To Trend
Downward —
And Is
Expected To
Weaken For
1975 1978 1981 1984 1987 1990 1993 1996 1999 2002 Q2 the Remainder

05 of 2005

896 -
7% -
6% -
5 5% -
4% -
3% -
206 -
196 -
0%

Net Operating Profit Margin
After-Tax




o

d*b crﬁs -:F'

3 A\ §
 USJndustry — apital Turnover
.w". e

200% Capital
180% 4 Turnover Is
Trending
Downward
Yet Also
Has
Rebounded
10096 - & Trend
ool May Be

1975 1979 1983 1987 1991 1995 1999 2003 Flattening

160% <

140% -

120% -

Sales / Total Invested Capital




- CPBIS 2

ﬂ;,-; - US Indu pr Debt Levels
.

—

70%
65% -
60% -

(o) ]

S 55%

T 50% -

S 45% -

@)

o 40% -

|_

o 35%

()]

0O 300

250% -

tio

20%

1975

1979 1983 1987 1991 1995 1999 2003

=0~ Debt % of Invested Capital

VIg

Improved
Debt Levels
Are Still
Constraining
Needed
Business
Investments
— Yet Debt is
Now Much
Lower Cost
Than Equity



d*b CPBIS

VIg

""l. o I Pf - | .

SUSHHdUSHYESRIodUEron Capacity Expectations
-

135,000

Total US
Paper &
Board
Consumption
Is Resuming
Growth —
While Overall
Capacity Is

Relatively
1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 Flat

125,000

115,000

105,000

95,000 -

85,000 -

North American Paper & Board (ST 000s)

75,000

=>=Domestic Consumption —#=Domestic Shipments =@-Capacity



L

e cppis

* VIE

S USHndusHy capliel’Spending/Depreciation
]
300%
sEey US Capital
o Expenditures
§ 200%- Remain

Significantly
Below
Depreciation
Levels — But
Seem To

1675 1078 1981 1984 1087 1990 1993 1006 1099 2002 Q2 Tevs

'05 Stabilized

MTD




VIEZ

B

USHine ustry — Jnvestmf Decisions’ Drivers

]

AllicCtVE @ PPLItURIL ore Likely To Invest

IX = More likely to invest (i.e.

ca =
5000 @OUH PRSI0
tissu Wi than poorly performing segments
(I.e. boxhoar P.eyvsprint, UCE, market pulp)
= Geographic Mix = Firms in Higher growth geographic

markets (i.e. Asia & Latin America) more likely to invest

than US and Canadiani (and now some European)
focused players
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Gregieneapival Availability = More Likely To Invest

aom gatio = Hic % — the more likely to
J o) Jow‘;r rleor nstead for capital expendltures

= Cash Flow AvilablE For Reinvestment = More cash
generated by operations, the more funds typically
Invested in the business & to stimulate investors
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=W Rejoice Because Thorns have
= Roses”
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Recap & diThoughtS

really to seize the opportunities instead of
simply enjoying our respite — to iInnovate
and restructure in new and novel ways . . .
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Thank You! -- Copies Available At

www.valueresolution.com -- And -- www.cpbis@qgatech.edu

Contact Information

Dan Cenatempo

 President -- Value Resolution Group, Inc.
= 770-522-8972 -- dan@valueresolution.com

= Jim McNutt

: Executive Director — Center for Paper Business & Industry Studies
404 894-5733 — [im.mcnutt@cpbis.gatech.edu
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