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Billerud

Producer of packaging paper (kraft paper and
containerboard)

Niche oriented with strong market positions in
small but attractive segments

Integration from pulp into paper, no forestry or
converting operations

Capacity 1.3 million tonnes of paper and pulp
and about 2,400 employees

Net sales of SEK 7.1 billion and an EBIT margin
of 17 percent during 2002
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Billerud’s strategy

"The Billerud Way”

Segment
and : Growth
Operations
customer strategy
strategy
Product strategy

Financial objectives
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Financial objectives

Target 2002
Return on capital >15% 1 25%
employed
Debt/equity ratio 0.6-0.9 0.44
Investments In line with Yes
depreciation "
Pay-out ratio 50% 49%

1) Average over a business cycle
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Product strategy

O Market size

® Estimated market share
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Billerud’s position

Source : Jaakko Péyry, Paperloop, FAO, Billerud estimates
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Strong market position

Estimated
Product market Mafk.et Share of
position sales
share
Uncoated MG 27% #1 15%
Uncoated MF 30% #2 6%
Kraft paper .
White sack paper 43% #1 12%
Coated MG/MF 11% #3 4%
S/ C fluting, 33% #1 14%
virgin fibre
Containerboard
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End-uses in Billerud core areas

Containerboard

SC-fluting 80% 20%

White liner 65% 35%
Kraft paper

White Sack paper 55% 45%

Uncoated MF 25% 75%

Uncoated MG 70% 30%

Coated MG/MF 20% 80%
Total 65% 35%

Billerud has higher exposure towards the food industry than
the market in general
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Low but stable growth

Containerboard

- SC-Fluting (Virgin fibre) > 0%
- White liner +5%
Kraft paper
- White Sack paper +2%
- Uncoated MG +1%
- Uncoated MF +2%
- Coated MG/MF +3%
Total in Billerud markets +2%

Source: Jaakko Poyry, 2001
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Limited capacity additions

Billerud organic growth +10%, 2000 to 2003

Generally, some capacity creep, no new machines

Capacity shutdown 2000-2002 approx. 200 ktonnes
within Billerud niches
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Segment focus

Product areas

W — Kraft paper

— Containerboard

Products

M—MG
_ MF

Segments

— White liner
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MG/MF — Segments

BILLERUD



12

MG/MF — Segments
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MG/MF — Segments
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MG/MF — Segments
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Sack paper end-users

(
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End-users for Billerud Containerboard
(examples)
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Operations

Billerud mills have a competitive production cost
and product quality position

Streamlining projects and other synergies is
improving profits by MSEK 200 up to end 2003

Continuous improvement programmes in place to
enhance productivity
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Earlier investments

Investments 1995-2000

Gruvon MSEK 2 600
Karlsborg/Skarblacka MSEK 2 400
Total MSEK 5 000

Average capex/depreciations was 260% between
1995-2000
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Capex in line with depreciations

MSEK - 7o
800 BN Investments ~ WM Depreciations = ——ROCE 35%
700 - - 30%
600 - - 25%
500 -

- 20%

- 15%

- 10%

- 5%

1998 1999 2000 2001 2002
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Future investments
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Four different kinds of Investments

Maintenance
Fluctuates, difficult to influence

Environmental
Projects in pipeline due to environmental legislations

“Grow with the market” (secure competitiveness)
Keep current market positions within core areas

Expand current platform through acquisitions or organic
growth
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Framework for growth

Financial goals lead to overcapitalisation
Maintain competitiveness is a must

Two alternatives
Increase dividend/share buy-backs

Increased investments in
Acquisitions
Organic growth
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Framework for acqusitions
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Three conditions for acquisitions:

Strategically right?
Are the activities in line with the prioritised growth products
and segments for Billerud

Possibilities for Billerud to manage the operations?

Should fit into the existing management structure — "The
Billerud Way”

Financially attractive

Should add to and not dilute Billerud’s long term key
financials
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Framework for organic growth
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Three conditions for organic growth — after securing
competitiveness

Strategically right?
Are the activities in line with the prioritised growth products
and segments for Billerud

Develop the market
Market space must be created

Financially attractive

Should add to and not dilute Billerud’s long term key
financials
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Conclusions

Billerud is well invested compared to it's competitors

Grow with the market

No growth objective but financial flexibility to add
growth
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Billerud — investment considerations

Strong market position in attractive segments

>50% of turnover in segments where Billerud is No. 1 or 2 in
Europe

Markets with stable growth and low capacity additions
Few focused competitors

Competitive production
Well invested mills
Economies of scale
Integrated production
Profit improvement from optimisation of production and past
investments
Significant pay-out to shareholders
High profitability.
Disciplined capital expenditure
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