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North American Tissue Summary

= U.S. Tissue Demand Accelerating from a Relatively Weak 2004

= AfH Growth Exceeded Retail Gains in 2003-2004 and Should
Benefit from Strong Economic Indicators in 2005-2006

= New Capacity in the Works, Old Capacity May Be Retired
= Operating Rates on the Rise and Costs Poised to Drop

= Only Small Price Increase Announced for the Near-term,
Industry Profits Expected to Rise
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U.S. GDP vs. Tissue Demand
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North American Tissue Demand Edging
Upward

8 Million Tonnes
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Regional Per-Capita Use of Tissue Papers

(Kg/Person)
1985 1995 2005
North America 18.6 21.0 22.6
Western Europe 7.4 10.5 14.4
Latin America 24 3.1 4.5
China 0.3 15 2.6
Global 2.3 3.0 3.9
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Tissue Papers Regional Demand Growth
2005-2007

Thousand Tonnes

Average Annual Total Tonnage

% Change Growth
North America 2.5% 557
W. Europe 2.8% 482
Latin America 5.0% 368
Asia 4.1% 815
Rest of World 7.2% 534
Total 3.7% 2,756
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Announced U.S. Tissue Capacity Expansion

Thousand Tons

Atlantic Winchester, NH 28 2003
G-P Port Hudson, LA 80 2003
Kruger Memphis, TN 53 2003
G-P Wauna, OR 80 2004
Potlatch Las Vegas, NV 30 2004
P&G Cape Girardeau, MO 80 2004
SCA Barton, AL 110 2004
Cascades Memphis, TN 40 2004
First Quality Lock Haven, PA 70 2004
Unicell Brownstown, IN 30 2006
Augusta Tissue Augusta, GA 33 2006
Cellynne Haines City, FL 50 2006
Laurel Hill Cordova, NC 35 2006
Orchids Pryor, OK 33 2007

Procter & Gamble may expand at Green Bay (Fox River).
Lincoln Tissue may add a machine in Maine.

Mill may start in Utah by 2007.

Evergreen is looking to add tissue machines in Vermont, Arizona, and Florida.
Restart of Augusta Tissue (Statler) is unlikely.
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North American Tissue Capacity Growth
Approaching Temporary Lull
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North American Tissue Capacity Growth
(corrected for idled PMs)
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Tissue Papers Regional Capacity Growth
2005-2007

Thousand Tonnes

Average Annual Total
% Change Tonnage Growth
North America 1.5% 364
W. Europe 3.0% 592
Latin America 3.5% 307
Asia 4.6% 1,036
Rest of World 8.2% 636
Total 3.5% 2,935
3 poperccn 10
=]
RISI
Tissue Industry Operating Rates Rebounding
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Recovered Fiber Costs Deflating
SOP37, $US/ton
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Market Pulp Cost Pressure Abating

NBSK, US$/tonne
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Summary

= Demand in Mature N.A. Tissue Market to Grow Faster than Trend
Rate this Year

= Announced Capacity Finally Catching Up with Our Expectations

= Permanent Supply Reductions in the United States Could Further
Boost Operating Rates

= Fiber Costs to Deflate, But Not Enough to Encourage Intense
Promotional Pricing in Tissue

= Profit Margins Should Get Short-term Boost through 2006

= Big Downside Risk: the Extent of the Next Round of Capacity
Expansion

= Big Downside Risk: Fiber Costs May Rebound Stronger or Earlier
than Currently Anticipated
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