\..~ Chronux Research SeuthiAfrica

The crux of the matter Forestry and Paper

Forestry & Paper Weekly Insights Date: 19 May 2020

Key message: 20% of German media & printing companies could
survive 2020, fire at Sappi’s Alfeld mill and OCC jumps 33%. Analyst
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B Under current circumstances, 80% of German media and printing

companies unlikely to survive 2020: This is based on the Bundesverband sean.ungerer@chronux.co.za
Druck and Medien survey. 24% of companies said they would be able to
survive till the end of July. 33% expect sales to drop by 50% y/y in Q2 and

another 37% expect sales to fall by 26-50%. Key prices
. Detail: 12-May wiw % chg. YTD % chg.
B Fire at Sappi’s Alfeld mill in Germany: PM3 (35kpta of SPP) at the mill p:f:(éum) . = =
was impacted by a fire last week Tuesday. PM 2,4 and 5 also produce Nook ) Teasy T Tou
Specialty paper with a combined capacity of 210ktpa. PM 1 produces virgin Bk (USD) PSSO
cartonboard (capacity: 50ktpa). We estimate that PM 3 generates Paper (EURL) = 7 =
EUR 1.5m EBITDA per quarter. Ctd WF 66225 02%  43%
A4 B-copy 846.78 -0.3% -3.7%
. . . . Newsprint 448.05 0.0% -8.1%

B Lecta is calling a recovery by June: They are expecting a recovery in aging (EURA)
June when the lockdown will be gradually lifted in most European Countries. \}:\;::!:z:) Kraftiiner e 05 e
Their April orders were 25% lower m/m and are expecting a 45% reduction Tostiner 2 e
in CWF volumes in Q2 and 50% in UWF. Lecta has proposed a further RB-Fluting 37731 007 N
. X ) . i L . . PIXOCC 1.04 dd 73.43 32.6% 51.8%
recapitalization and are expecting a EUR 150m liquidity injection. X vt\?':PI/O(hﬁt;;;; dd 100.32 87%  -59%
ulp

B Coated paper downtime update: Burgo comes back from CM downtime, Chiom B Not P by
Duino mill (Italy: 200ktpa) PM3 was idled from 27 April due to lack of China NESK et 0281___03% _ 46%

demand. Norske Skog Bruck mill PM 4 (CM reels) stopped on 1 May and Source: Chronux Research, FOEX

resumed on 14 May. . . .
Russian packaging prices
B UWF European demand was down 4.6% in February: Prices are steady RUBIt (ex-works and excl. 20% VAT) Mar-19 Dec-19 Mar-20 yly % chg.

. . . o, el s Virgin fibre
for now, supported by planned downtime (Navigator: 15% of capacity; SAP’s Unbleached kraftiner (1259) BT 3000 32500 BT
200kt PM 7 at Lanaken in Belgium, MNP’s Neusiedler mill in Austria, White-top kraftiiner (125kg) 53525 45550 42400 -21%
Semi-chemical (112g) 40825 29400 27000 -34%)

Merebank in SA, Stora’s PM2 280kpta at its Veitsiluoto mill in Finland).

Recycled containerboard

B OCC up 33% w/w and now 52% ytd: As a read-though, Austrians ;‘;‘y“l';:(’fﬂﬁﬁ?mg) o i X I
produced 15-20% more household waste during the initial restrictions, while
commercial waste volumes declined by up to 80%. Source: Chronux Research, RISI
B Russian containerboard down over 20% y/y: Q1 prices were under
pressure due to oversupply and reduced demand during the traditionally
slower winter. Virgin prices (unbleached and white-top) declined by 7% qg/q, Recent reports
while prices were stable January — March. The spread between virgin and ) )
recycled widened further as testliner and recycled fluting dropped by 10% loternational Paper Q1.20A Insights

g/g. Supply/demand balance improved from March supported by retail, e-
commerce and a weaker RUB. Testliner declined by 40% y/y and by 10%
g/q in Q1. Producers margins have been under pressure with a weaker RUB
and production costs partly USD based (chemicals, spare parts etc). PfR
supply has been stable, which could be an opportunity for Russian testliner
producers.

B Stora obtains environmental permit for Oulu conversion to kraftliner:
The mill’'s pulp production will increase to 530kpta of unbleached pulp and
450ktpa of kraftliner (permit allows for up to 500ktpa).

B Containerboard projects proceed: Pro-Gest marches on with testliner
ramp-up at its Mantova mill in Italy. They aim to start testliner production
during July/August. They are doubling production to 400ktpa (brown testliner
and recycled  fluting). Palm expect to start up their
PM 5 750ktpa (testliner and recycled fluting) in H1 21e in Germany. PM 5
will replace their existing 3 machines.
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Disclaimer:

This report is not investment, financial, accounting or tax advice and is provided for information purposes only. In preparing this report we did not
take your specific needs and investment objectives into account. Any prices or quotations provided are indicative only and may not be used or relied
on for any purposes, including valuation purposes. Opinions expressed in this communication may change without any notice. This communication
is not a solicitation to buy or sell any product. To the extent permitted by the law, Chronux Research Pty. Ltd. and/or the author(s) accept no
responsibility or liability (in negligence or otherwise) for loss or damage resulting from the use of or relating to any error in the information provided.
This information has been prepared in good faith and is based on information obtained from third party sources. Any modelling, scenario analysis
past or simulated past performance (including back-testing) contained in this information is no indication of future performance. This product may
not be eligible for distribution in all jurisdictions and is directed at institutional investors who have professional experience as defined by the
applicable law and/or regulation in the relevant jurisdiction. It is not for retail investors and may not be distributed into any jurisdiction where the
information is not permitted. This communication is for the intended recipient only and if you have received this communication in error or in an
unlawful manner the report must be destroyed, and the author notified immediately. These disclaimers and exclusions shall be governed and
construed in accordance with South African law. If any provisions of these disclaimers and exclusions shall be unlawful, void or for any reason
unenforceable then that provision shall be deemed severable and shall not affect the validity and enforceability of the remaining provisions. ©
Chronux Research Pty. Ltd. All rights of Chronux Research Pty. Ltd are reserved.
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