EUROPEAN WOODFREE

FORECAST REPORT - INCLUDING FORECASTS OF
DEMAND, SUPPLY AND PRICES

JUNE 2023




EMGE EUROPEAN WOODFREE FORECAST - JUNE 2023

TERMS & CONDITIONS

Our products are supplied under the following terms and conditions, which cover material in all forms including paper,
electronic, etc.

CONFIDENTIALITY

All information provided is strictly confidential unless otherwise stated. The Client is responsible for
safeguarding this confidentiality. The information contained in our publications is provided only for legitimate
commercial purposes; it is not to be used in legal or anti-trust action against others.

COPYRIGHT

At EMGE we aim to assist clients in using our information, however it is your individual responsibility as well as that of
your company to abide by the rules and regulations as set out under European & International copyright law.

Terms for standard usage

e Making copies of our work is not permitted. No part of any EMGE publication may be reproduced in any
form, for external or internal use, without prior written permission from EMGE.

e None of the material provided may be copied or shown to other companies, industry consultants,
finance companies or investment houses, under any circumstances.

e You do, however, have permission to replicate small samples of non-sensitive information as required, on
the condition that you clearly acknowledge the source.

e If you have any doubts as to the legitimate use of our information, please contact EMGE.

Additional Terms for Groupwide Distribution Licence holders only

e Copies of EMGE publications purchased under a Groupwide Distribution Licence may be distributed
internally within the group only. Normally licences are granted under a regional basis, unless specified as
a Global Groupwide Licence.

e It is strictly forbidden to pass any data from EMGE reports in any form whatsoever to anyone outside of
the client’s company, especially (but not only) to other consulting companies.

DISCLAIMER

While we aim to ensure that the information contained in our publications is as reliable as possible, we
cannot accept responsibility for actions or decisions taken by the client, other company or person arising
from our work.

EMGE & Co. Ltd.
Chirwyn

Carnon Downs
Cornwall

TR3 6LN

United Kingdom

Tel: +44 (0)1872 581000 | Email: post@emge.com | URL: www.emge.com

EMGE

Paper Industry Consultants


mailto:post@emge.com
http://www.emge.com/

EMGE EUROPEAN WOODFREE FORECAST - JUNE 2023

Table of Contents

Page

Introduction 1
Regional Classifications 2
Forecast Summary 3
RECENT EVENTS 3

1. Forecast Summary: Data 9
1.1. Woodfree Paper Demand 14
1.2. Demand: Regional Forecasts 18
2. Capacity 19
2.1. Forecast Capacity Overview 19
2.2, Capacity Projections, CWF - tonnage details 20
2.3.  Capacity Projections, UWF - tonnage details 22
2.4. Capacity Projections, UWF — Russia 24
2.5, Investment Details - Listing of Projects 25
3. Supply-Demand Balance 27
3.1. Shipments, Lead Times and Stocks 27
3.2. Quarterly Operating Ratios 29
3.3. Annual Operating Ratios 30
3.4. Supply-Demand Outlook (Base vs. Forecast) 31
3.5, Cut-size Papers — Demand Supply 33
4. Leading Suppliers 35
5. Trade 37
6. Prices & Margins 39
6.1. Papermakers’ Costs 39
6.2.  Paper Prices 40
6.3. Pulp & Paper Price Forecast 41
Appendix 1 : Market Indicators 43
Appendix 2 : Demand Forecast Grade/Region 45

Appendix 3 : Quarterly Forecasts 65




EMGE EUROPEAN WOODFREE FORECAST - JUNE 2023

List Of Charts

11
111
1V.

|28
VIl
VIII.
IX.

X.

XI.
XII.
XII1.
XIV.
XV.
XVI.
XVIIL
XVIII.
XIX.
XX.
XXI.
XXII.
XXIII.
XXIV.
XXV.
XXVI.
XXVII.
XXVIII

European Woodfree Paper Demand (3mma)
Monthly Woodfree Paper Demand (Growth)

Monthly European Woodfree Paper Demand (Tonnes)

UWF Demand Growth (3mma) — Europe-30
CWEF Demand Growth (3mma) — Europe-30
Historical European Woodfree Demand, EU-30
Woodfree Paper Demand Forecast

Woodfree Demand Forecasts by Country / Region

European Woodfree Paper Shipments

Delivery Lead Times

Buyer/Merchant Stocks (UWF Cut-Size)

Mill Stocks (Woodfree Papers)

Woodfree Paper Operating Ratios, Europe-30
Operating Ratios — Base vs. Forecast

UWF Cut-Size Supply-Demand Forecast
European Woodfree Paper Exports (Historical)
European Woodfree Paper Exports (Forecast)
European Woodfree Paper Imports

Pulp Prices — Europe vs. USA

Paper & Pulp Prices

Woodfree Paper Price Forecast — Euro/T

Price Gap, Coated vs Uncoated Wdfree Sheets
Gas Prices

Transportation Costs

Euro : USD

GBP : USD

Coated Woodfree Demand Forecast

Uncoated Woodfree Demand Forecast

14

15
15
17
17
18
27
27
28
28
29
31
33
37
37
38
39
39
40
40
43
43
44
44
51
51




EMGE EUROPEAN WOODFREE FORECAST - JUNE 2023

List of Tables

Page

1. Woodfree Paper Forecast Summary 9
2. Woodfree Paper Market Forecasts, EUR-30 10
3. Woodfree Paper Market Forecasts, WE-16 11
4. Woodfree Paper Market Forecasts, EE-14 12
5. Woodfree Paper Market Forecasts, Russia 13
6. Demand Forecast — W.Europe-16 16
7. Demand Forecast — E.Europe-14 16
8. Long Term Demand Forecast 16
9. Major Woodfree Paper Capacity Changes 19
10. Major Mechanical Paper Capacity Changes 19
11. Capacity Forecasts by Country - CWF 20
12. Capacity Forecasts by Country - UWF 22
13. Capacity Forecasts, Russia — UWF 24
14.  Project Listings 25
15. Capacity Forecast Summary 26
16. Quarterly Operating Ratios 29
17. Operating Ratios Forecast Summary 30
18. Base & Unspecified Capacity Forecasts 31
19. UWF Cut-Size Market Forecasts, Europe-30 33
20. Quarterly UWF Cut-Size Market Forecasts 34
21. Leading Woodfree Paper Suppliers 35
22. Woodfree Paper Trade Forecast 38
23. Paper & Pulp Price Forecasts — Euro/T 41
24. Paper & Pulp Price Forecasts — GBP/T 42
25. Trends - Paper Demand, Europe-30 46
26. Trends - Paper Demand, W.Europe-16 47
27. Trends - Paper Demand, E.Europe-14 48
28. Demand Forecast by Sub-Grade (Tonnes) 49
29. Demand Forecast by Sub-Grade (Growth) 50
30. Demand Forecast by Country - CWF Sheets 52
31. Demand Forecast by Country - CWF Reels 53
32. Demand Forecast by Country- CWF 2-Side 54
33. Demand Forecast by Country - UWF Reels 55
34. Demand Forecast by Country - UWF Folio 56

35. Demand Forecast by Country - UWF Cut-Size 57




EMGE EUROPEAN WOODFREE FORECAST - JUNE 2023

List of Tables (continued)

36.
37.
38.
39.
40.
41.
42.
43.
44.
45.
46.
48.
51.
54.

Demand Forecast by Country — UWF Total
Demand Forecast by Sub-Grade — Germany
Demand Forecast by Sub-Grade — France

Demand Forecast by Sub-Grade — UK

Demand Forecast by Sub-Grade — Italy/Iberia
Demand Forecast by Sub-Grade — Benelux
Demand Forecast by Sub-Grade — Other W. Europe
Demand Forecast by Sub-Grade — W.Europe-16
Demand Forecast by Sub-Grade— E.Europe-14
Demand Forecast by Sub-Grade — Europe-30
Quarterly CWF Forecast, Europe-30

Quarterly CWF Forecast by Sub-Grade, Europe-30
Quarterly UWF Forecast, Europe-30

Quarterly UWF Forecast by Sub-Grade, Europe-30

58
59
60
60
61
61
62
62
63
63
65

67
68




EMGE EUROPEAN WOODFREE FORECAST - JUNE 2023

BLANK PAGE

EMGE

Paper Industry Consultants



EMGE EUROPEAN WOODFREE FORECAST - JUNE 2023

Introduction

FIGURE I. EUROPEAN WOODFREE PAPER DEMAND (3MMA)
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This forecast report (EUROPEAN WOODFREE - JUNE 2023) is an update in the
EMGE series EUROPEAN WOODFREE FORECASTS. In this report, we present updated
forecasts for the European Woodfree paper markets to 2027 (base year is 2022).

Based on all the data available (to April 2023) and combining the latest developments in the
markets, we present an updated outlook for demand, trade, investment, capacity, operating

rates and prices for the European Woodfree paper markets.

The regional coverage is Europe-30, sub-divided into W. Europe-16 and E. Europe-14.

Russian market forecasts are covered separately.

The sub-grades covered include Coated Woodfree (CWF) Sheets and Reels, as well as
Uncoated Woodfree (UWF) Cut-Size, Folio Sheets and Reels. The report does not cover

speciality grades or |-side Coateds.

The companion report, EMGE WORLD GRAPHIC PAPERS, evaluates the outlook for
the global supply-demand balance for Newsprint and all Printing/Writing paper grades,
including Coated Woodfree (CVWF) and Uncoated Woodfree (UVVF).

This chart shows the EMGE
European Woodfree Paper
demand growth rates historically
on a 3-month moving average

(3mma) basis.

As the new price downcycle

continues, European demand is

falling steeply once more.
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Regional Classifications

The EMGE European Woodfree Report is structured to include both Western Europe

and Eastern/Other Europe region (excluding Russia), together with European-wide totals.

Specifically, there are 3 main geographical groupings in this report (W.Europe-16,

E.Europe-14 and Europe-30), which are composed as follows:

W. Europe-16:

Germany, France, UK, Italy, Finland, Norway, Sweden, Belgium, Luxembourg, Netherlands,
Spain, Portugal, Austria, Switzerland, Denmark, Ireland.

Within this:

Nordic = Finland, Norway, Sweden

Benelux = Belgium, Luxemburg, Netherlands

Iberia = Portugal, Spain

Others = Austria, Denmark, Ireland, Switzerland

E. Europe-14:

Poland, Greece, Czech Republic, Hungary, Romania, Slovakia, Estonia, Latvia, Lithuania,

Slovenia, Bulgaria, Cyprus, Malta, Iceland.

Europe-30:

All the above.

In addition to the above regions, we include a separate market forecast for Russia (page
13).

Quarterly Market forecast tables have been organised into their own section in the
Appendix (page 65). However, the Cut-Size quarterly Supply-demand forecasts are
provided on page 33.

EMGE & Co. Ltd. © 2023
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Forecast Summary

RECENT EVENTS

European bubble has burst

In our last European Woodfree Papers report (November 2022), we said “We believe the
big drop (in demand) will mostly happen next year (2023) when prices fall, but we also believe
the peak is happening right now, so we are predicting a poor end to 2022.”

So far that prediction has been accurate.

Prices peaked in October 2022 and began to fall in Q1 2023. In QI, demand collapsed by
roughly -40% for CWF and -20% for UWF.

This is the logical response to a bursting bubble after record high paper prices. These
resulted from COVID-19 and then Finnish strikes restricting some Paper capacity, while
post-COVID demand contributed to undersupply and a disrupted freight system, at a time

when the Ukraine war accelerated the rise in energy prices that was already underway.

The same inflationary dynamic that made almost everything (not just paper) more
expensive is also causing an economic slowdown, which has helped to ease the global
shipping crisis and European freight rates have now also been falling for two quarters.

Wholesale energy prices, too, are now almost back to long-term pre-crisis levels.

This general easing of previously tight markets has made it possible for pulp prices to fall

in Europe (which conspicuously failed to happen in 2021) and Woodfree Paper prices are
now falling, too. When the price upcycle ended, buyers not only stopped over-buying, but
also began reducing their inventories, causing the sharp slump in demand we are currently

witnessing.

On top of that, in the face of 2022’s extremely high paper prices, an increasing number of
buyers simply decided to stop using paper — much more than is usually the case. Judging
from the number and size of retailers in France that have recently decided to stop using
print, not to mention Bertelsmann deciding to close numerous magazines, the current
price upcycle could have cost hundreds of thousands of tonnes of Printing & Writing
Paper demand in Western Europe. How much of that is Woodfree Paper is unclear, but
we would expect that all end-use sectors will be making deep cutbacks, especially where

digital alternatives are readily available.
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