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The forest industry in brief

The forest industry is of particular importance in efforts to promote
sustainable development. Sweden'’s forest assets provide the foundation
for the Swedish forest industry. In climatic terms, forest resources are of
great value: growing forests bind carbon dioxide, and wood-based products
continue to store carbon dioxide for the whole of their lifespan. Through
its processes, the forest industry is the largest producer and user of biofuel
in Sweden. Several companies have become involved in the production of
energy, both electricity and biofuel. Recovered fibre has become an increa-
singly important raw material in paper production.

The forest industry* plays a relatively larger role in the Swedish economy
than is the case in other EU countries, except for Finland. The forest indus-
try accounts for 11-12 per cent of Swedish industry’s total employment,
turnover and added value, and it accounts for 11 per cent of Sweden’s
exports. In several counties the forest industry accounts for 15-20 per cent
or more of the county’s industrial employment.

The forest industry, particularly the pulp and paper industry, is capital
intensive. Investments in new pulp lines or paper machines amount to seve-
ral billion kronor. The forest industry’s share of total industrial investment
averages 15-20 per cent.

The forest industry cluster has been identified as particularly strong
in Sweden. It involves co-operation with suppliers in the machine and
chemical industries, the transport sector, IT, construction and many more.
Research and education are important elements in the cluster. Co-opera-
tion with universities and research and educational institutions generates

employment as well as develops knowledge and competence throughout
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the cluster. Each employee in the pulp, paper and sawn timber industry
generates jobs for two more persons at suppliers of products and services

for the industry.

World leading exporters
of pulp, paper and sawn timber 2005

Canada
Sweden
Finland
Russia
us
Germany
Austria
Brazil

0O 10 20 30 40 50 60 70

M Pulp, mill. tonnes Paper, mill. tonnes Sawn wood, mill. m?

Sweden is a major forest industry power globally. The Swedish forest
industry is highly export oriented. It is the world’s third largest exporter

of paper and sawn timber, and the world’s fourth largest exporter of pulp.
Sweden’s pulp and paper industry is the third largest in Europe, after
Germany and Finland. It meets just over one tenth of the EU countries’
paper requirements. It plays a decisive role in Europe’s fibre chain via

its predominantly new fibre-based production. Swedish pulp exports are
also important for paper production in countries such as Germany, Great
Britain and France. Deliveries from sawmills in Sweden cover around 16 per

cent of the consumption of sawn timber products in EU countries.
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Nordic forest industry companies are very actively involved in global
restructuring. They own just about half of west European paper production
capacity. They have also established themselves via acquisitions and mer-
gers outside western Europe. There is a major restructuring process going
on in the sawmill industry, where the ten largest companies now account
for almost 60 per cent of total production.

The forest industry is technology and know-how intensive with high-
tech processes and products with a high knowledge content. The European
pulp and paper industry is a world leader in terms of technology. Finland
and Sweden are leading the way in Europe. Nordic suppliers and converters
also play a significant role in the European forest industry cluster. Swedish
research institutions play a leading role in major European research

projects.

Sweden’s part of the world’s:

Forest area
Pulp production
Pulp export
Paper production ‘ ‘
Paper export
Sawn timber, production ‘ ‘
Sawn timber, export : : :

0 2 4 6 8 10 Percent

* For forest industry include the pulp and paper industry, sawmill industry, wood board industry,
production of packaging from wood, paper and board, and the joinery industry. The single largest
sector is the paper industry.
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Forests and the climate

Kbsorption

Combustion

i and transport

Absorption Combustion

and decay

Recovery

&

Paper products

The forest is crucial for the carbon dioxide balance

Trees absorb vast amounts of carbon dioxide from the atmosphere. Together with the
solar energy and the process known as photosynthesis, carbon dioxide is converted into
oxygen and carbohydrates. The carbohydrates are the building blocks for the growth of
the tree and because of this, carbon is stored in the growing forest. Harvested wood is
processed into timber and paper products in which the stored carbon remains. Wooden
houses in particular are important because they bind carbon dioxide for long periods
of time. When forestry products are finally burnt or decay, the carbon dioxide absorbed
by the trees is released and returned to the cycle. In Sweden, the forests are growing
faster then they are being harvested and therefore the quantity of bound carbon is

increasing year by year.

- www.forestindustries.se/ppt-presentation/energy
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Swedish forests

Trend for standing volume
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Source: National Forest Survey



Swedish forests

Ownership structure of forest land

Other private 6%

The State 18%

Private
(individuals)
51%

Other public 1%

Companies 24%

Source: Swedish Forest Agency

Standing volume by tree species

Other deciduous trees 5% Dead trees 3%

Birch 12%
Pine 39%

Spruce 41%

Source: National Forest Survey



Swedish forests

Reserved for nature conservation

reserved for
nature
conservation
2.0 million
hectares

- Voluntarily
set aside
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Swedish forests

Certified forest land 2006

Million ha
12

10
8

2
0

FSC* PEFC * *

* Forest Stewardship Council
** Programme for the Endorsement of Forest Certification schemes
Please note that some forest land is certified with both FSC and PEFC.

Source: Swedish FSC, Swedish PEFC
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Raw materials

Industrial consumption of wood 2005

Million m3sub *

e

* solid volume under bark Source: VMR/SDC

Raw materials used in paper production 2006

Fillers and pigments 11%

Recovered

paper pulp 14%
Semichemical Chemical pulp 44%
pulp 3%

Mechanical
pulp 28%

Total paper production: 12.1 million tonnes
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Raw materials

Recovered paper as a raw material in the paper industry
Grades recovered and grades produced 2006

Used in the
production of:

Recovered paper

1,000 ton grades:

2,000

Corrugated
board

Tissue paper
Paperboard

B / .
1,750 — High grades ——— Tissue paper —

1,500
1,250

1,000 — Paperboard

Tissue paper
750

500

250
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Pulp and paper industry

Paper
capacity, production and deliveries
Million tonnes
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Capacity

xports

—_—

Domestic deliveries

80 1985 1990 1995 2000 2006

Market pulp
capacity, production and deliveries
Million tonnes

5
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T

Capacity

Production
Exports

—
—

o Domestic deliveries
1980 1985 1990 1995 2000 2006
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Pulp and paper industry

Deliveries of paper by market 2006

Germany
Sweden

Great Britain
Rest of Europe
Asia

Italy

The Netherlands
France
Denmark
Spain

North America
Norway

Africa

Poland

Finland

0O 02 04 06 08 10 1.2 14 16 1.8 2.0
Million tonnes

Total deliveries: 11.9 million tonnes (2005: 11.5)

Exports to the EU: 7.6 million tonnes (2005: 7.4)

Deliveries of pulp by market 2006

Germany
Sweden

Italy

France

Great Britain
Austria

China

Poland

Spain
Belgium/Luxemburg
Indonesia
Switzerland
Thailand

Turkey

India

Finland

Norway

The Netherlands

0 0.2 0.4 0.6 0.8

Million tonnes
Total deliveries: 4.1 million tonnes (2005: 4.1)
Exports to the EU: 2.6 million tonnes (2005: 2.5)

- www.forestindustries.se/ppt-presentation/pulpandpaper
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Pulp and paper industry

Exports of paper by grade

Newsprint

Woodfree print. paper
Mechanical print. paper
Tissue paper

Wrapping paper
Paperboard for packaging

Corrugated material

Other
0] 400 800 1,200 1,600 2,000 2,400
1,000 tonnes
Total exports: 10.4 million tonnes 2006 2006
10.1 million tonnes 2005 2005
10.0 million tonnes 2004 . 2004
Exports of pulp by grade
Bleached sulphate
softwood
Bleached sulphate
hardwood

Sulphite and unbleached
sulphate

Mechanical

0] 400 800 1,200 1,600 2,000 2,400 2,800
1,000 tonnes
Total exports: 3.5 million tonnes 2006 w2006
3.5 million tonnes 2005 = 2005
3.5 million tonnes 2004 . 2004
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Pulp and paper industry

Structure of paper production
The twelve largest mills account for 65 per cent of capacity
Number/per cent

70
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40
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10

0
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1,000 tonnes of capacity

7% Number of mills M Share of capacity

Structure of market pulp production
The six largest mills account for 58 per cent of capacity
Number/per cent

40

30

20

10

° 0-100 100-200 200-300 300-400 400-

1,000 tonnes of capacity

[ Number of mills B Share of capacity

- www.forestindustries.se/ppt-presentation/pulpandpaper
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Pulp and paper industry

Paper production Change in %
1,000 tonnes 2004 2005 2006 06/05
Newsprint 2,649 2,572 2,541 -1.2
Mechanical printing paper 1,435 1,508 1,823 20.9
Woodfree printing paper 1,598 1,611 1,590 -1.3
Wrapping paper 980 956 1,008 5.4

-sack paper 561 510 565 10.8
Tissue paper 311 317 317 0.0
Corrugated material 2,186 2,197 2,154 -2.0

-kraftliner 1,615 1,593 1,567 -1.6
Paperboard for packaging 2,299 2,455 2,498 1.8
Other paper and paperboard 131 159 135 -15.1
Total paper and paperboard 11,589 11,775 12,066 2.5
Capacity 11,956 12,110 12,363 2.1

Pulp production

Total For the market
Change in % Change in %
1,000 ton 2004 2005 2006 06/05 2004 2005 2006 06/05

Mechanical 3,397 3,455 3,489 1.0 406 445 531 193
Semi-chemical 292 288 285 -1.0 0 0 0 00
Sulphite and

unbl. sulphate2,915 2,912 2,807 -3.6 333 267 301 12.7
Bleached sulphate,

softwood 4,161 4,222 4,157 -1.5 2,967 2,9852,861 -4.2
Bleached sulphate,
hardwood 1,341 1,231 1,502 22.0 500 367 409 114

Total pulp 12,10612,10812,240 1.1 4,206 4,0644,102 0.9
Capacity 12,50612,75212,828 0.6 4,377 4,203 4,227 0.6
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Pulp and paper industry

Paper
1980 1990 2000 2006
Number of mills 62 51 48 47
Total capacity million tonnes 7.2 9.5 11.1 12.4
Capacity per million 1,000 tonnes 115 185 232 263
Production million tonnes 6.2 8.4 10.8 12.0
Exports million tonnes 4.5 6.7 8.9 10.4
Export value SEK billion 11.4 32.7 57.0 66.3
Main markets, 1,000 tonnes
Germany 800 1,300 1,785 2,067
Great Britain 750 1,400 1530 1,482
France 500 650 758 515
Pulp
1980 1990 2000 2006
Number of mills 72 48 45 44
Total capacity million tonnes 10.5 10.9 11.7 12.8
Capacity per million 1,000 tonnes 145 225 253 291
Production million tonnes 8.7 9.9 11.5 121
Exports million tonnes 3.0 2.7 3.1 3.5
Export value SEK billion 6.1 11.6 16.6 13.3
Main markets 1,000 tonnes
Germany 600 900 946 792
France 400 300 350 302
Italy 300 300 312 280

- www.forestindustries.se/ppt-presentation/pulpandpaper
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Sawn timber industry

Production and exports of sawn timber
Million m*

18

15 _/—'-/_,_

Production

/\E_XW Deliveries in Swede
W o
3

0
1980 1990 2000 2006

12
9

Production: 18.0 million m?® (2005: 17.6)
Exports 2006: 13.2 million m* (2005: 12.2)

Exports of sawn timber by market 2006

Great Britain
Denmark
Germany

The Netherlands
Norway
Japan

Spain

France

USA

Ireland
Egypt
Morocco
Italy

Saudi Arabia

0 0.5 1 1.5 2 2.5 3

Million m?
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Sawn timber industry

Exports of sawn and planed timber
Million m*

5

4

3

1990 1995 2000 2006

I Sawn pine [ Sawn spruce 77 Planed timber

Export share of sawn timber
outside Europe

Per cent

25

20

15
10

5

1990 1995 2000 2005 2006

- www.forestindustries.se/ppt-presentation/sawntimber
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Sawn timber industry

Leading producers of sawn timber, softwood
in Sweden

Setra Group
SCATimber
Sodra Timber
Moelven
Stora Enso Timber
Vida-gruppen
Rorvik Timber
Karl Hedin
Norrskog-NWP
Norra Skogsadgarna
0

0.5 1 15 2 2.5

Million m?

Deliveries from the main export countries
to the European market

Million m?*

8

1990 2000 2006

Export
countries M Sweden [ Finland ™ Russia ™ Canada M Baltic countries

Deliveries of sawn timber to nine large buying countries in Europe.
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Sawn timber industry

Sawn timber

1980 1990 2000 2005 2006
Number of saw mills >10,000 m*/year 283 260 207 175 170
Production per saw mill 1,000 m? (approx.)40 45 80 100 105

Total production million m? 11.2 117 163 176 18.0
Exports million m* 59 65 111 122 13.2
Export value SEK billion 54 11.0 194 21.7 250
Main markets 1,000 m?
Great Britain 1,000 1,200 2,460 2,835 3,115
Germany 900 1,200 1,170 800 1,000
Denmark 600 700 1,300 1,425 1,550

Board industry
1980 1990 2000 2006

Number of mills 32 18 12 8
Production
Particle board 1,000 m? 1,193 843 640 541
Plywood, fibreboard and MDF 1,000 m? 293 255
Export volumes
Particle board 1,000 m? 463 183 98 55
Plywood, fibreboard and MDF 1,000 m? 122 69
Export value SEK million* 937 539 622 346

*incl. MDF (Medium Density Fiberboard) since 2002

- www.forestindustries.se/ppt-presentation/sawntimber
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Paper recovery

Consumption, collection, imports and exports
of recovered paper in Sweden

Million tonnes
Consumption

2.0 —_—
1.5 —

1.0
Imports

05 /\M

J Exports

0
1980 1985 1990 1995 2000 2006

Utilization rate for recovered paper

in various paper grades Tissue paper
84%

Corrugated ~Newsprint
board 369
27%

Other grades 0%
0 2 4 6 8 10 12

Production in million tonnes

Total production: 12.1 million tonnes

- www.forestindustries.se/ppt-presentation/recycling
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Environment

Recovery* of waste from production processes
at pulp and paper mills

%
100

90
80
70
60
50
40
30
20
10

0

2001 2002 2003 2004 2005

* Recovery of material and energy plus other utilisation
as percentage of total amount of waste Source: Swedish Forest Industries
Federation environmental database
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Environment

Expenditure on environmental measures
in the Swedish pulp and paper industry

Million SEK
2,500

2,000
1,500
1,000

500

1999 2001 2002 2003 2004 2005

Operating costs and capital expenditure
Source: Statistics Sweden

Expenditure on envirionmental measures
in the Swedish woodworking industry*

Million SEK

300
250
200
150
100

50

1999 2001 2002 2003 2004 2005

Operating costs and capital expenditure
* Sawmills and other segments of the timber industry Source: Statistics Sweden
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Environment

Certified environmental management systems (EMS)
Share of Swedish pulp, paper and sawn timber production

Per cent

100

80
60

pulp
40 paper
sawn
timber

20

0
2000 2001 2002 2003 2004 2005 2006

Sulphur
Emissions from Swedish pulp and paper mills
1,000 tonnes sulphur Million tonnes pulp
120 12
100 10
Pulp production
80 \ \ 4 8
60 6
\ Sulphur emissions
40 \ 4
20 S— 2
0 0
78 83 88 93 98 03 06

- www.forestindustries.se/ppt-presentation/environment
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Environment

Dissolved organic substances (COD)
From Swedish pulp and paper mills

Million tonnes COD Million tonnes pulp
1.6 ~ 16
1.4 N\ PT— 14
12 ulp production 12
1 10
0.8 N 8
06 \ COD emissions 6
0.4 = 4
0.2 T2
0 0
78 83 88 93 98 03 06

Chlorinated organic substances (AOX)
From Swedish pulp and paper mills

1,000 tonnes AOX AOX kg/tonne of bleached chemical pulp
35 14
30 12

\AOX emissions
25 10

20 == N\ 8
15 \ \
o N\

5 TAOX kg/tonne of \
o bleached chemical pulp

78 83 88 93 98 03 06
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Energy and climate

Electricity consumption
Swedish pulp and paper industry
TWh

25

Total electricity consumption N

15 —\—_/__\/

10

Of which back-pressure power
5 -

0 1975 1980 1985 1990 1995 2000 2005 2006

Oil consumption
Swedish pulp and paper industry
1,000 m*

2,500

N\

2,000 \‘
1,500 —\

1,000

500
0 o5 1980 1985 1990 1995 2000 2005 2006
Excl. oil for back-pressure power Source: Statistics Sweden
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Energy and climate

Bio-fuel consumption
Swedish pulp and paper industry

TWh
4.500
4.000 v
3.500 Total = " ~—
3.000 o et
2.500 -V, —
2.000 " Spent liquor
1.500
1.000 Wood fuel
500 —wm
(6]

1975 1980 1985 1990 1995 2000 2005 2006

Excl. fuel for back-pressure power
Source: Statistics Sweden

Swedish emissions of carbon dioxide (CO,)

Carbon dioxide (million tonnes)
60
50
40
30
20
10

% Total M of which pulp and paper industry

Source: National Environment Protection Board, Swedish Forest Industries Federation

- www.forestindustries.se/ppt-presentation/energy
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Transport

Share of industrial freight transport
accounted for by forest products 2005*

Exports Domestic
36% 349 38%
29% 27%
Sea Rail Swedish Rail Road
truck
(tonnes) (tonnes/km)

* excluding iron ore

Land transportation in Sweden 2005
— modes of transport (tonne kilometres)

Per cent

100
80
Rail
60
40
20
Road
Round Chips Sawn Pulp Paper
wood timber
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Transport

Transport of pulp and paper for export 2005
— modes of transport

Road15% Rail15%

Sea 70%

Total: 13.6 million tonnes

Transportation of sawn timber for export 2005

— modes of transport
Rail 2%

Road 26%

Sea 72%

Total: 6.1 million tonnes

- www.forestindustries.se/ppt-presentation/transport
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Transport

Land transportation, rail 2005

Million tonnes

Other 11 Forest products 16

Metals 7

Iron ore 29

Average transport distance
Total: 63 million tonnes forest products: 410 km

Land transportation, lorries 2005
Million tonnes

<1|g8 64
100-150 17
150-300 14

>300 |8 3

Average transport distance
forest products: 89 km

Total: 98 million tonnes of forest products
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Transport

The Swedish road nedwork

Roads
542,000 km

Public highways

Local authority
financed roads

Private roads
with state
subsidies

Forest
motor roads

Railways
11,000 km
]

Source: National Road Administration

- www.forestindustries.se/ppt-presentation/transport
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Social dimension

Working hours
Pulp and paper industry

Hours

40
35
30
25
2003 2004 2005 2006
M Al 1 workers [ Salaried employees
Source: Confederation of
Actual weekly working hours ex|. overtime. Swedish Enterprise
Sick leave

Pulp and paper industry
Per cent
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6

4

2

0

2003 2004 2005 2006

M Al 1 Workers [ Salaried employees

. . ) Source: Confederation of
Sick leave in per cent of regular working hours. Swedish Enterprise
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Social dimension

Occupational injuries
Pulp and paper industry

Cases per 1,000 employees

20 u
Occupational
15 accidents
10 u
Occupational
5 diseases

2001 2002 2003 2004 2005

Source: AV/Statistics Sweden

Occupational injuries
Sawmills, planing mills and wood impregnation plants
Cases per 1,000 employees

30 m
25 )
Occupational
20 accidents
15 m
10 Occupational
5 diseases

2002 2003 2004 2005

The number of occupational accidents and diseases with more than one day
of absence reported in relation to the numbers employed in the industry.
The system for reporting occupational accidents was altered in 2002,
which means that the figures for previous years are not entirely comparable.
Source: AV/Statistics Sweden

~ www.forestindustries.se/ppt-presentation/socialdimension
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Research and development — R&D

Swedish forestry and forest industry
R&D investment in 2005

Million SEK

1,200
1,000
800
600
400
200

[¢] ’ " .

At companies At universities,
technical colleges
* According to surveys sent to and research
R&D providers institutes *

In December 2006, Statistics Sweden published “Research &

Experimental Development in the Business Enterprise Sector 2005” in

its UF14SMO0601 statistical release. The report broadly confirms the results
of the Swedish Forest Industries Federation’s survey. However, there are
differences in detail. The Federation hopes to take joint measures with
Statistics Sweden to verify the reliability of the statistics.

It should be noted in particular in Statistics Sweden’s release that 47% of
R&D employees at forest and forest products companies are female,

which may be compared with 24% for all companies.
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Research and development — R&D

Forestry and forest industry R&D
at universities, technical colleges and research
institutes (UTI) 2005*

Million SEK

1,000

800

600

400

200

0 n - -

Of which R&D at UTI Of which with
at research total public funding
institutes

M rorestry ™ pulp and Paper ™ Wood M Other

* According to surveys sent to R&D providers

~ www.forestindustries.se/ppt-presentation/research
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Economic importance

Exports and imports of some product groups 2006

Forest industry
products

Cars, car parts
Electronic goods and
computers

Other engineering
products

Energy goods

Mineral goods

Pharmaceutical
products
Other chemical

productsq 50 100 150 200 250

Total exports: 1,085 billion SEK (2005: 971) Billion SEK
Total imports: 935 billion SEK (2005: 833)

I Exports
Imports

Source: Statistics Sweden

Exports and imports of forest industry products 2006

Paper

Paper products

Paper pulp,
recovered paper
Sawn timber IExports
Imports
Roundwood, P

chips, sawdust

Veneer, plywood
wood products etc.

0 10 20 30 40 50 60 70
Billion SEK

Source: Statistics Sweden
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Economic importance

Investment in the forest industries
Plants in Sweden 1980-2007

Billion SEK
14
12 r‘\ Pulp and paper
10
° -\ A

Sawmills, other wood prod.ind.

Paper converting

O N b O

1980 1984 1988 1992 1996 2000 2004 2006 2007

forecast

Current money values Source: Statistics Sweden, Feb 2007

Employment in forest industry and silviculture

Pulp and paper
industry

Joinery and
board industry etc

Sawn timber
industry

Packaging and other
coverting industry

Silviculture

0 5 10 15 20 25

thousand
Total: 89,000 Source: Statistics Sweden, Swedish Forest Agency

- www.forestindustries.se/ppt-presentation/economy
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Consumption

Estimated sawn timber consumtion in Sweden

Packaging
19%

Other 25%

Strips/mouldings 1% —
Window/doors 3% —
Glued laminated
products 4%
Furniture 6% Buildings (new) 12%
Flooring 6% /

Renovation and enlargement 8%

Impregnated
16%

Source: Vaxjo University 2002,
Swedish Forest Industries Federation

Paper consumption in Sweden by grades

Other paper &
paperboard 1%

Paperboard for
packaging
17%

Newsprint
22%

Mechanical
Corrugated material printing paper
20% %
Woodfree
Wrapping prlntlng‘;aper
paper Tissue paper ?
9% 10%

Source: Statistics Sweden
Swedish Forest Industries Federation
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Consumption

Paper consumption in Sweden

Million tonnes

2.5

2.0

1.5

1.0

0.5

X . . Source: Swedish Forest Industries
™7 Domestic deliveries M Imports Federation, Statistics Sweden
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International

Forests of the world: 3.95 billion hectare 2005

South America 21%

Europe 25%
832 mill ha

1,001 mill ha

Oceania 5% Africa 16%
206 mill ha 635 mill ha
North and
Central America 18% .
k Asia 15%
706 mill ha 572 mill ha
Source: FAO
Global wood utilisation
Fuel wood,
developed countries 7%
Industrial wood,
developing countries
15%
Fuel wood,

developing countries
45%

Industrial wood,
developed countries 33%

Source: FAO
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International

Paper production worldwide 2005 by region
Oceania 1%

Latin America 5% Africa 1%

Asia 35%
North America 28%

Europe 30%

Total production: 367 million tonnes (2004: 360)
Source: PPI

Paper production worldwide 2005 by grade

Other paper 7% Newsprint 10%

Paperboard for
packaging 13%

Printing and writing
paper 31%

Corrugated material
2%

Tissue paper 7%
Total production: 367 million tonnes (2004: 360)

Source: PP

- www/orestindustries.se/ppt-presentation/international
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International

Pulp production worldwide 2005 by region

Oceania 2%

Africa 1%
Latin America 8% £

Asia 20% North America 42%

Europe 27%

Total production: 189 million tonnes (2004: 188)

Source: PPI

Pulp production worldwide 2005 by grade

Other pulp
11%

MeCthgfl pulp Chen;icgl pulp

0%

Total production: 189 million tonnes (2004: 188)

Source: PP
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International

Production and exports of paper 2005

Million tonnes

China
Great Britain i
Japan
Brazil
Rep. Korea
Italy
France
us
Germany
Sweden
Finland
Canada

0 15 30 45 60 75 90

Total world production: 367 million tonnes (2004: 360) M Production
Total world exports: 106 million tonnes (2004: 106) [ | Exports

Source: PPI, CEPI

Production and exports of pulp 2005

Million tonnes

China
Japan
France ™
Norway
Russia
Finland
Indonesia
Chile
Sweden
us
Brazil
Canada
0

10 20 30 40 50 60

Total world production: 189 million tonnes (2004: 188) M production
Total world exports: 47 million tonnes (2004: 40) || Exports
Source: PPI
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International

Leading global paper and paperboard producers

Stora Enso

UPM

International Paper
Georgia-Pacific

Oji

Weyerhaeuser
Nippon Paper Group
Asia Pulp&Paper Co. Ltd.
Smurfit Kappa Group
Smurfit-Stone
Norske Skog

SCA

Mondi
Abitibi-Consolidated
M-real

| |
Location of paper
manufacturing capacity:
North America
Western Europe
Eastern Europe
Latin America
Asia
Oceania and Africa
| |

|

|

|

|

|

|

|

|

|

|

|

| |

l l

| | |

0 2,000 6,000 10,000 14,000 18,000
Capacity, 1,000 t/a

Regional capacity distribution, first quarter 2007
Source: Poyry

Leading global bleached kraft market pulp producers

Aracruz

Arauco
Weyerhaeuser *
Stora Enso *

Sodra

CMPCSA.

APRIL

llim Pulp
Georgia-Pacific
Mercer International
International Paper *
Botnia *

Votorantim

Cenibra

ENCE

|

|

|

|

|
l Softwood
Hardwood

|

|

|

|

|

|
I
I
I
1

| | | |
0 500 1,000 1,500 2,000 2,500 3,000 3,500
Capacity, 1,000 t/a
Regional capacity distribution, first quarter 2007.

* Including captive pulp Source: Poyry
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International

Paper consumption in Europe 2005

Deliveries from various regions Latin America

Asia, Africa,
Oceania 1%

North America
2%

Germany

0
Rest of Europe 21%

27%
France
12%
Great Britain
()
7% Sweden
Finland 9% %
Italy 10%
Total consumption: 87 million tonnes (2004: 88)
Source: CEPI
Paper consumption in Europa 2005 by grades
Other paper and
paperboard 7% Newsprint
Paperboard for :VZE’}:I
packaging
80
% Mechanical
printing paper
14%
Corrugated
material
26% Woodfree
printing paper
Wrapping 22%
paper 4% Tissue paper 7%
Total consumption: 87 million tonnes (2004: 88) Source: CEPI

- www/orestindustries.se/ppt-presentation/international
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Raw materials in European papermaking 2005

DIP * 1%

Fillers and pigments 15%

Chemical pulp 29%

Recovered
paper 42%

Mechanical and
* Deinked pulp semi-chemical pulp 13%
Total paper production: 99 million tonnes (2004: 99)

Source: CEPI

Recovery of paper products
Per cent of consumption 2005

Germany
Switzerland
Sweden

World 49

Source: PPI, CEPI
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Production and exports

sawn timber, softwood 2005
Million m? IProduction
Exports
60
40
20
0%‘35‘22?.&338332%
E i3 £ 8 B S S 5 & E G R
o E i < g
Total world production: 326 million m® (2004: 319)
Total world exports: 112 million m?* (2004: 109)
Source: FAO

Top ten producers of sawn coniferous products
(by volume, production capacity)

Weyerhaeuser
West Fraser Timber?
Canfor
Stora Enso
Tolko Industries
Arauco
Georgia-Pacific
Klausner Group
Abitibi Consolidated?
Tembec?

Million m* Q 2 4 6 8 10 12
" International Paper’s sale of 13 sawmills to West Fraser Timber (WFT) has not yet been fully finalised.

2 Capacity was temporarily taken out of production in the late autumn. It is uncertain as to whether or
not this will become permanent. The withdrawn capacity is not included.

Source: Poyry

- www/orestindustries.se/ppt-presentation/international
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Sawn timber, softwood
Estimated consumption of sawn softwood timber
in the main importing countries in Europe

Other 8%

Packaging 19%

Construction

Garden and 28%

Fencing 5%
Edge glue panels 2%
Furniture 3%

Modulings 9%
Joinery 4% Glulam 2%

Source: Poyry

Consumption per capita of sawn softwood 2005

Estonia

00 01 02 03 04 05 06 07 08 09 10 11 12
m? per capita
Source: UNECE
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Economic situation and markets in 2006

Global economic growth remained strong in 2006. The increase in global
GDP reached a peak at five per cent, with very strong growth in China (ten
per cent), India (eight per cent) and the Baltic states (10-11 per cent). GDP in
the USA rose by 3.3 per cent, while in the eurozone it increased to 2.7 per
cent. The price of oil was a cause for concern and the average price was 65
dollars a barrel. Several central banks raised interest rates to curtail future
inflation. In Sweden GDP rose by 4.5 per cent and employment increased
by almost two per cent. Demand from the global market rose by almost ten
per cent. Between January and December the krona strengthened by four
per cent against the euro and by 14 per cent against the dollar. However, on
average in relation to 2005 the change was relatively small.

Demand for paper and paperboard in Europe was firm with an increase
of three per cent. Demand in the USA was more subdued, while growth in
consumption in China and other emerging markets was higher. Demand
for newsprint in Europe rose by three per cent, driven by free newspapers
and a stronger advertising market. Demand for uncoated magazine paper
(SC paper) rose by seven per cent, which is partly explained by an increase
in the publication of special magazines. Demand for coated magazine
paper remained unchanged, and demand for wood-free printing paper
was weak. Paperboard saw a strong level of growth in Europe at four per
cent, with particularly healthy growth in deliveries to countries in eastern
Europe. The buoyant industrial economy pushed up demand for corruga-
ted board and corrugated board material. It was possible to raise prices in
Europe for certain grades, including corrugated board material, newsprint
and uncoated wood-free printing paper, while the prices of other grades
remained unchanged or rose only slightly.

Production of paper and paperboard in Europe exceeded 100 million tonnes
for the first time. Exports to countries outside Europe increased by nine per cent.
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The market for pulp performed well during 2006, with higher deliveries
and rising prices. Deliveries of bleached chemical pulp (the main grade
of pulp used for paper production) rose by 4.5 per cent and the price was
increased from 600 to 730 dollars per tonne at the end of the year, or by just
over 20 per cent. Owing to the weaker dollar the increase when expressed in
Swedish kronor was no more than eight per cent.

European consumption of sawn softwood products rose in 2006 to a new
record level. Preliminary figures indicate that consumption reached 100 mil-
lion cubic metres, an increase of 2 million cubic metres. The growth was due
to continued expansion in construction and renovation.

Sweden’s production of paper and board rose by 2.5 per cent to 12.1 mil-
lion tonnes, and exports rose by three per cent. The increase was particularly
strong for SC paper as a result of new capacity. Over 80 per cent of exports
from Sweden go to countries in Europe, and the increase was just over two
per cent. Production of market pulp rose by one per cent, and consumption
of recovered paper increased by one per cent.

Production of sawn softwood products in Sweden rose, according to
preliminary statistics, by 0.4 million cubic metres to a record 18 million
cubic metres.

Total exports of sawn timber products increased in 2006 by almost nine per
cent to a record 13.2 million cubic metres. It was possible to raise delivery pri-
ces successively during the year and the average price per exported cubic metre
rose by just over six per cent to 1,900 kronor. Swedish exports to European coun-
tries increased by nine per cent to 10.1 million cubic metres. Demand was firm
in markets in Asia and particularly Africa and our exports to these regions rose
by eight and 26 per cent respectively. The American market started to slacken
as housing construction began to weaken, but the decrease of around 100,000
cubic metres was more than compensated for by growth in other regions.
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Turnover and results improved following higher deliveries and better
prices, although the level was contained by cost increases for raw materials,
energy and recovered paper. Several companies have carried out long-term
cost-reduction and efficiency programmes in order to reduce costs and
improve their competitiveness. These programmes are now starting to show
positive results. Some mill closures were announced during the year, partly
an effect of the high price of electricity. Capacity has also been closed down
elsewhere in Europe and in North America. The performance in terms of
turnover and result is reflected in the following table, which covers those
forest industry companies that are listed on Stockholmsborsen.

After heavy investment expenditure, mainly in the pulp and paper indu-

stry, in 2005, investments in the forest industry fell to 9.4 billion kronor in
2006. Significant investments were made with the aim of reducing energy
consumption. The production value in the forest industry amounted to just
over 200 billion kronor (preliminary figure). The value of the Swedish forest
industry’s exports amounted to 123 billion kronor, an increase of seven per
cent. The strongest growth in exports was noted for sawn timber products,
which rose by 14 per cent to 25 billion kronor. (Comparisons relate to 2005.)
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Swedish Forest Industries Federation 2006

MANAGING DIRECTOR

COMMUNICATION

STATISTICS/ANALYSIS ADMINISTRATION

LABOUR RELATIONS INDUSTRIAL POLICY ‘WOOD PROMOTION

ENVIRONMENT/ENERGY

| FOREST | |NORDIC TIMBER COUNCIL (NTC)

PRODUCTS
PRODUCTS WOOD

COLLECTIVE AGREEMENTS
PULP/PAPER

COLLECIVE AGREEMENTS
SAWMILLS

COMPETENCE ISSUES

RESEARCH
TRANSPORT

* Swedish Federation of Wood and Furniture Industry
** Federation of Swedish Forestry and Agricultural Employers
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The Swedish Forest Industries Federation (Skogsindustrierna) is the trade
and employers’ organisation for the pulp, paper and wood mechanical indu-
stries. Its role is to foster the competitiveness of its members and promote
greater use of wood-based products. The Federation is involved, in associa-
tion with its member companies, in Swedish and European industrial policy,
in the market issues on wood mechanical products, and in employer issues.

The Federation represents around 60 pulp and paper mills owned by 29
groups of companies and around 150 sawmills owned by some 80 compa-
nies, as well as a number of companies that have close ties with the produc-
tion of pulp, paper and sawn timber.

The Board of the Federation consists of representatives of its members
companies. The chairman is Christer Agren, Stora Enso. The managing
director is Marie S. Arwidson.

The Federation conducts its activities through a labour relations department
with three committees, an industrial policy department with six committees,
and a wood promotion department. The chairs of the committees are:
¢ Collective agreements, paper/pulp: Leif Brodén, Sodra
¢ Collective agreements, sawmills: Almar Burvall
¢ Competence issues: Karin Eliasson, SCA
¢ Environment and Energy: Roland Lofblad, Sodra Cell
« Forest: Bjorn Andrén, Holmen Skog
¢ Products: Goran Nilsson, SCA
¢ Products, wood: Mats Wernersson, S6dra Timber
* Research: Karin Emilsson, Sodra
» Transport: Stig Wiklund, Stora Enso Transport and Distribution
* Wood promotion: Christer Johansson, VIDA
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