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Review of Recent Market Trends

Box Demand Has Started To Show Signs of Improvement
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However, Volume Levels Remain Well Below 2008

Recent Market Trends

Source: Fibre Box Association



Review of Recent Market Trends

US Linerboard Exports
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Export & Offshore Prices Are Rising Rapidly

Recent Market Trends

Source: AF&PA



Review of Recent Market Trends

Inventories Are Quite Lean
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Spring Maintenance Schedules Apt to Keep Pressure on Inventories

Recent Market Trends

Source: AF&PA, Fibre Box Association



Review of Recent Market Trends

Operating Rates Have Rebounded
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Review of Recent Market Trends

Raw Materials Have Created Supply & Cost Issues
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Source: RISI – Pulp & Paper Week



Review of Recent Market Trends

Raw Materials Have Created Supply & Cost Issues
Avg. Southern Chip Prices (FOB Sawmill)
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Review of Recent Market Trends

Recent Published Price Trends
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“Spot” Pricing Appears To Have Fallen More Than Indices

Source: RISI – Pulp & Paper Week
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Key Industry Developments

Capacity Rationalization Remains A Key Theme

Period Company Grade Location Capacity (in tons) Description

Jan-07 Longview Fiber Corrugated Medium Longview, WA 82,000 Closure
Jun-07 Smurfit-Stone Corrugated Medium Carthage, IN 52,000 Closure
Jun-07 Smurfit-Stone Corrugated Medium Vernon, CA 148,000 Closure
Jul-07 Banner Fiberboard Linerboard Wellsburg, WV 20,000 Closure
Oct-07 International Paper Corrugated Medium Terre Haute, IN 200,000 Shutdown
Oct-08 Smurfit Stone Corrugated Medium Snowflake, AZ 135,000 Shutdown
Oct-08 International Paper Containerboard Albany, OR 250,000 Indef. Idling
Nov-08 Catalyst Containerboard Campbell River, BC 131,000 Shutdown
Nov-08 International Paper Linerboard Valiant, OK 430,000 Shutdown
4Q 2008 Smurfit Stone Corrugated Medium Matane, QC 174,000 Indef. Idling
4Q 2008 Smurfit Stone Linerboard Missoula, MT 171,000 Indef. Idling
4Q 2008 Smurfit Stone Corrugated Medium Jacksonville, FL 170,000 Indef. Idling
1Q 2009 Georgia Pacific Corrugated Medium Cedar Springs, GA 265,000 Indef. Idling
1Q 2009 Georgia Pacific Linerboard Palatka, FL 40,000 Indef. Idling
3Q 2009 Smurfit Stone Corrugated Medium Ontonagon, MI 280,000 Indef. Idling
D 09 S fit St Li b d Mi l MT 620 000 Sh td

I ’ N J Mill B Pl Cl O i A W ll

Dec-09 Smurfit Stone Linerboard Missoula, MT 620,000 Shutdown
Dec-09 International Paper Containerboard Albany, OR 330,000 Shutdown
Dec-09 International Paper Containerboard Pineville, LA 390,000 Shutdown
1Q10 West Fraser (Eurocan) Linerboard Kitimat, BC 370,000 Closure
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It’s Not Just Mills, Box Plant Closures Occurring As Well

Source: AF&PA, RISI



Key Industry Developments

Industry’s #2 Player Files for Reorganization

Filed for Ch 11 Bankruptcy Protection on Jan 26 2009Filed for Ch. 11 Bankruptcy Protection on Jan 26, 2009

Biggest Bankruptcy Filing in the History of the NA Paper & Forest 
Products Industry

High Financial Leverage at the Time of Filing of Bankruptcy

− Net Debt/EBITDA (FY 2008) = ~8.0x

Pension Plans Significantly Under-Funded at the End of 2008

− Under-Funded Status Rose From $407MM in 2007 to $1B in 2008

Fears About Smurfit’s Behavior in Bankruptcy Appear Unfounded

C S
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Financial Condition Post-Bankruptcy Is Much Stronger

Source: RISI – Pulp & Paper Week



Key Industry Developments

Black Liquor Was A Huge Issue In 2009

$Company BL Credit '09 ($MM)

International Paper $2,100

Packaging Corp. of America $171

Rock Tenn $76

Smurfit-Stone $633

Temple Inland $213
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Source: Company filings, DB estimates



Key Industry Developments

Industry Emerging From Downturn In Healthier-Than-Expected 
Condition

Net Debt Net Debt Net Net
Company

Net Debt -
12/31/2009 

($MM)

Net Debt -
12/31/2008 

($MM)

Net 
Debt/EBITDA 

2010E

Net 
Debt/EBITDA 

2009A

Greif* $646 $640 1.3x 1.7x

International Paper $7,141 $10,930 2.3x 3.9x

Packaging Corp. of America $397 $508 1.0x 1.5x

Rock Tenn** $1 338 $1 646 2 8x 3 1xRock Tenn $1,338 $1,646 2.8x 3.1x

Temple Inland $674 $1,151 1.5x 2.9x

* Year ended Oct 09

** Year ended Sep 09
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Source: Company filings, DB estimates
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Issues Ahead For The Sector?

Economic Questions:

1) Will Demand Accelerate or Are We Stuck in the “New Normal”?

2) D d O t id th US?2) Demand Outside the US?

− Europe Is the Biggest Question Mark

3) Strength of US$?

− Continued Rally Could Create Headwinds
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Issues Ahead For The Sector?

Industry Issues:

1) Impact of Capacity Growth in Asia & Central Europe? 

O S d Fib M k t ? O T d Fl ?− On Secondary Fiber Markets?  On Trade Flows?

2) Will We See New Capacity in North America?

− Greenfields like Pratt in Shreveport?

− Conversions like Boise at DeRidder?
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Issues Ahead For The Sector?

3) The Future For Smurfit Stone?

Industry Issues (Contd.):

3) The Future For Smurfit-Stone?

− Financial Strategy with Stronger Balance Sheet?

Role Within Consolidating Industry?− Role Within Consolidating Industry?

4) “Thinking Outside The Box”: Customers/Customer Relationships?

Do They “Need” to Use Corrugated?− Do They Need  to Use Corrugated?

Can It Become An Even Better Choice?

Responding to Pressures to Reduce Packaging?− Responding to Pressures to Reduce Packaging?

− Are The Indices The Best Way to Measure Value?

What Are They Measuring?
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What Are They Measuring?
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Has The Sector Been Re-Rated?

Key Investor Issues:

Tough to Argue Sector Has Been Re-Rated

Key Investor Issues:

1) Volatility of Earnings & Cashflows

Lack of PredictabilityLack of Predictability

2) Exposure to Exogenous Factors

Exchange Rate VolatilityExchange Rate Volatility

Input Cost Swings

3) Uncertainty Around Volume Trends3) Uncertainty Around Volume Trends

4) How Will You Use Our Cash?

Skepticism About Both Capital Projects & Acquisitions
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Skepticism About Both Capital Projects & Acquisitions

Sector Re-Rated?



Has The Sector Been Re-Rated?

Are There Other Business “Models” Which Make Sense?
Metal Can Companies???

Mature Domestic Markets

− High Level of Consolidation

− Capital Discipline

Constantly Rationalizing Footprint

− Willingness to Return Capital to Shareholders

Growth in Offshore Markets

Re-Think Managing Price/Cost Risk

− Pass-Through on Key Raw Materials
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Questions / Discussion
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Deutsche Bank

Important Disclosures
Additional Information Available upon Request

Appendix 1

For disclosures pertaining to recommendations or estimates made on securities other than the primary 
subject of this research, please see the most recently published company report or visit our global 
disclosure look-up page on our website at http://gm.db.com.

Analyst Certification:  The views expressed in this report accurately reflect the personal views of the undersigned lead analyst(s) about the subject
i d th iti f th i I dditi th d i d l d l t( ) h t d ill t i ti f idiissuers and the securities of those issuers.  In addition, the undersigned lead analyst(s) has not and will not receive any compensation for providing 
a specific recommendation or view in this report. -Mark Wilde
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Deutsche Bank

Buy: Based on a current 12- month view of total share-holder return

Equity Rating Key Equity Rating Dispersion and Banking 
Relationships

Buy: Based on a current 12 month view of total share holder return 
(TSR = percentage change in share price from current price to 
projected target price plus  pro-jected dividend yield ) , we 
recommend that investors buy the stock.

Sell: Based on a current 12-month view of total share-holder return, 
we recommend that investors sell the stock

Hold: We take a neutral view on the stock 12-months out and, based 5%

59%
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31%39%
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Hold: We take a neutral view on the stock 12 months out and, based 
on this time horizon, do not recommend either a Buy or Sell.

Notes:
1. Newly issued research recommendations and target prices always 
supersede previously published research.

2. Ratings definitions prior to 27 January, 2007 were:

( ) %

41%
0

100

Buy Hold Sell

North American Universe

Companies Covered Cos. w/ Banking Relationship

Buy:  Expected total return (including dividends) of 10% or more 
over a 12-month period

Hold: Expected total return (including dividends) between -10% and 
10% over a 12-month period

Sell: Expected total return (including dividends) of -10% or worse 
over a 12-month period
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Deutsche Bank

Regulatory Disclosures

1.  Important Additional Conflict Disclosures

Aside from within this report, important conflict disclosures can also be found at https://gm.db.com/equities under the “Disclosures Lookup” and “Legal” tabs.  
Investors are strongly encouraged to review this information before investing.

2.  Short-Term Trade Ideas

Deutsche Bank equity research analysts sometimes have shorter-term trade ideas (known as SOLAR ideas) that are consistent or inconsistent with Deutsche 
Bank’s existing longer term ratings.  These trade ideas can be found at the SOLAR link at http://gm.db.com.

3.  Country-Specific Disclosuresy p

Australia: This research, and any access to it, is intended only for “wholesale clients” within the meaning of the Australian Corporations Act.

EU countries: Disclosures relating to our obligations under MiFiD can be found at http://globalmarkets.db.com/riskdisclosures.

Japan: Disclosures under the Financial Instruments and Exchange Law:  Company name – Deutsche Securities Inc.  Registration number – Registered as a 
financial instruments dealer by the Head of the Kanto Local Finance Bureau (Kinsho) No. 117.  Member of associations:  JSDA, The Financial Futures Association 
of Japan.  Commissions and risks involved in stock transactions – for stock transactions, we charge stock commissions and consumption tax by multiplying the 
transaction amount by the commission rate agreed with each customer.  Stock transactions can lead to losses as a result of share price fluctuations and other 
factors.  Transactions in foreign stocks can lead to additional losses stemming from foreign exchange fluctuations.

New Zealand: This research is not intended for, and should not be given to, “members of the public” within the meaning of the New Zealand Securities Market 
Act 1988.

f fRussia: This information, interpretation and opinions submitted herein are not in the context of, and do not constitute, any appraisal or evaluation activity 
requiring a license in the Russian Federation.

page 25 Mark Wilde, Ph.D.,  mark.wilde@db.com · April 2010Appendix



Deutsche Bank

Global Disclaimer
The information and opinions in this report were prepared by Deutsche Bank AG or one of its affiliates (collectively "Deutsche Bank"). The information herein is believed to be reliable and has been obtained from public sources believed to be
reliable. Deutsche Bank makes no representation as to the accuracy or completeness of such information.
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Opinions, estimates and projections in this report constitute the current judgement of the author as of the date of this report. They do not necessarily reflect the opinions of Deutsche Bank and are subject to change without notice. Deutsche
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A l f D h B k’ i i i f BHF B k AG i b d b h l i hi h D h B k E h f h l diff i h d l i l h i l hAs a result of Deutsche Bank’s recent acquisition of BHF-Bank AG, a security may be covered by more than one analyst within the Deutsche Bank group. Each of these analysts may use differing methodologies to value the security; as a result, the
recommendations may differ and the price targets and estimates of each may vary widely.

Deutsche Bank has instituted a new policy whereby analysts may choose not to set or maintain a target price of certain issuers under coverage with a Hold rating. In particular, this will typically occur for "Hold" rated stocks having a market cap
smaller than most other companies in its sector or region. We believe that such policy will allow us to make best use of our resources. Please visit our website at http://gm.db.com to determine the target price of any stock.

The financial instruments discussed in this report may not be suitable for all investors and investors must make their own informed investment decisions. Stock transactions can lead to losses as a result of price fluctuations and other factors. If a
financial instrument is denominated in a currency other than an investor's currency, a change in exchange rates may adversely affect the investment. Past performance is not necessarily indicative of future results.

Unless governing law provides otherwise, all transactions should be executed through the Deutsche Bank entity in the investor's home jurisdiction. In the U.S. this report is approved and/or distributed by Deutsche Bank Securities Inc., a member of the
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