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Originating in northern Europe, we are a paper group with a dedicated passion for making super
qualities offer a wide range of applications including book production advertising office materials

love verb /lʌv/
qualities offer a wide range of applications, including book production, advertising, office materials
ledge that inspires better business for our customers.

a
Arctic Paper GroupArctic Paper Group
1st half 2010 results

Michał Jarczyński, CEO
Michał Bartkowiak, CFO

Warsaw, 1 September 2010

rior graphic fine paper for demanding fine paper users. Being ideal for creative design, our paper
s and other qualitative printed matter We want to combine delivery of our fine paper with know‐s and other qualitative printed matter. We want to combine delivery of our fine paper with know‐

rr.



Agenda

 K
G

 PP

 O O
1

 S

2

Key information on Arctic Paper 
Group

Paper marketPaper market

Operational and financial results for   Operational and financial results for   
1st half of 2010

Strategy and plans





Description of the Arctic 
K  i i  d  d i f i  bKey competitive advantages and information ab

Strong brands
with leading position 

 One of the leading 
f t  f hi h d  

with leading position 
in European book 

paper market 

manufacturers of high grade 
graphic paper in Europe 

 Second largest European 
manufacturer of uncoated bulky
book paper book paper 

 Strong and recognisable brands 
synonymous with quality and 
environmentally-responsible
production processes 

Mochenwangen 

Large product 
range, flexible 

production process 
g

Paper Mill 
 The largest product range 

in the book paper segment 
in Europe 

 Non-integrated business model Non integrated business model 
enabling rapid adjustment of the 
production process

Experi
managem

4

Paper mills 

Distribution Companies and Sales Offices 

44  Expert knowled
supported by m
experience 

 Paper Group 
b  A i  P  Gbout Arctic Paper Group

Widely developed

 Optimal geographical spread of 
 f  l  t k 

Widely developed
sales network 

Grycksbo 
Paper Mill 

revenues from sales network 
covering almost every country in 
Europe 

 Platform for expansion into 
Central & Eastern Europe, 

Kostrzyn 
Paper Mill 

Munkedals 
Paper Mill 

Central & Eastern Europe, 
including Ukraine and Russia 

 Close customer relations and 
high share of direct sales 

 

Productivity 
and optimal cost 

structure 

 Good locations for paper mills  

 Investments in energy 
independence 

 Kostrzyn paper mill in a Special  Kostrzyn paper mill in a Special 
Economic Zone 

 Growth potential through a 
gradual increase in production 
capacity 

ienced 
ment team

p y

 Increase in mechanical pulp 
production at Mochenwangen 
paper mill 

ge of the industry 
many years of 



Developed sales network
Close c stome  elationships and a betteClose customer relationships and a better

 Arctic Paper has its own highly developed sales net
3 Distribution Companies and 15 Sales Offices  3 Distribution Companies and 15 Sales Offices, 
including more than 130 sales staff working directly
with customers 

 Wide sales network provides access to 
almost all countries in Europe  including new almost all countries in Europe, including new 
markets such as Ukraine and Russia 

 Effective sales model in difficult 
times assures stability of revenues 

d f land minimization of sales concentration 

 Benefits:  

 Closer relations with customers 

 Better understanding of market needs  

 Greater control over marketing 
and sales policy of productsand sales policy of products

 Ability to develop our brands  

 Greater awareness among 
management and ability to rapidly 
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management and ability to rapidly 
adapt to market changes 

55
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k 
 nde standing of local ma ket changes r understanding of local market changes 

work:  

y 

Paper mills 

Distribution Companies and Sales  
Offices Agents 



Our paper mills 
Effi i  d fl ibili  f d i  

Arctic Paper
Kostrzyn

Arctic Paper
Kostrzyn

Arctic Paper
Kostrzyn

Arctic P
Munke
Arctic P
Munke
Arctic P
Munke

Efficiency and flexibility of production processes

Production capacity 275,000 tonnes per 
annum 

160,000 tonne
annum 

Uncoated wood-free paper  Uncoated woo

Products 

p p
Brand: Amber Mainly premiu

Brands: Munke
Amber 

Full energy self-sufficiency All eelectricity 

Sources
of energy 

Cogeneration (combined 
heat &power) station 
supplied with gas from 
local sources 

from grid. Hea
from electricity
Hydro-electric 

P o imit  to the ma kets P o imit  to S
Location 

Proximity to the markets 
of Western Europe and 
CEE 

Proximity to S
markets 

Growth 
Planned increase in 
production capacity to 
310 000 t/a

Planned increa
production cap
175 000 t/a potential 310,000 t/a 175,000 t/a 

Additi l

Possibility of further 
increase of production 
capacity  to 380,000 t/a, 

Possibility of b
cogeneration s
fuelled with bi

Additional
information 

p y , ,
based on the existing 
infrastructure  

Measures take
the mill's oper
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Arctic Paper
Mochenwangen
Arctic Paper

Mochenwangen
Arctic Paper

Mochenwangen
Paper
edals
Paper
edals
Paper
edals

Arctic Paper
Grycksbo

Arctic Paper
Grycksbo

Arctic Paper
Grycksbo

s  

es per 115,000 tonnes per 
annum 

265,000 tonnes per 
annum 

d-free paper Bulky wood-containing Coated wood-free paper p p
m paper 
en and 

y g
paper 
Brands: Pamo and L-print 

p p
Brands:  G-Print and 
Arctic

 purchased Heat generated from coal. All heat and one third of 
at generated 
y or oil.
 plant

Half of electricity 
generated on site

electricity generated on 
site from biomass  

candina ian In the cente  of the P o imit  to Scandina ian candinavian In the center of the 
European printing market 

Proximity to Scandinavian 
markets 

ase in 
pacity to 

Increase in mechanical 
pulp production from 
52 000 to 70 000 t/a

Planned increase in 
production capacity to
300 000 t/a52,000 to 70,000 t/a 300.000 t/a

building a 
station 
omass 

Planned closure of one 
production line while 
maintaining current 

Integration of the mill 
within Arctic Paper Group 
structures, including sales 

en to reduce 
rating costs 

g
production volume
Optimization of sales 
structure for Pamo / L-
Print 

, g
and marketing 





Paper market in Europe
D li  l  i    h  ADelivery volumes in paper segments where Arc

 Deliveries of fine paper on the European mar
higher than in the same period in 2009higher than in the same period in 2009.

 Deliveries in the uncoated wood-free paper seg
segment up 8.2%.

The rates of change during the first six months The rates of change during the first six months
revival in demand. However, this is growth m
when supplies and estimated demand were mat

Paper deliveries in Europe 2007 –
tonnes)
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i  P  tic Paper operates

rket during the first 6 months of 2010 were 8.3%

gment were up 8.4%, and in the coated wood-free

of 2010 in Europe’s fine paper segments indicates aof 2010 in Europe’s fine paper segments indicates a
measured against 2009’s relatively low base level,
terially lower than in 2008.

– 2010 ('000 
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Source: Cepifine, 
Arctic Paper 
analysis

64
465 494 501 572

494 515 554

009 12.2009 01.2010 02.2010 03.2010 04.2010 05.2010 06.2010



Paper market in Europe
M k  d  i   iMarket trends in paper prices

Pri

 From March to June 2010
declared prices of uncoated
wood-free paper on markets in
France, Germany, Italy, Spain
and UK (expressed in EUR’GBP)
rose on average by 9 to 12%.

During the same period declared During the same period declared
prices for coated wood-free
paper rose by 5-15%.

 For comparable productsFor comparable products
invoiced by Arctic Paper, prices
of uncoated wood-free paper
increased by an average of 7.6
to 8,1%, while prices of coated
wood-free paper increased in
the range of 6 to 11,1%.

Source: For market information - RISI, price changes for selected
United Kingdom in local currencies for graphic papers similar to th
Prices are quoted before customer-specific discounts. Prices quoted

9

or reductions from announced list prices. Price estimates for a giv
Shipment may occur in a future month. Thus, for a given month, p
in that month, not necessarily the shipments in that month. For
prices for all markets in EUR.

ces of graphic papers in EUR and GBP  (Sept. 
2008 – July 2010)y )

markets of Germany, France, Spain, Italy and
he product portfolio of the Arctic Paper Group.

d are net of market-wide competitive allowances
ven month reflect orders placed in that month.
price estimates by RISI reflect the orders placed

Arctic Paper products, average invoiced paper



Paper market in Europe
M k  d  i  h   Market trends in exchange rates 

 In the 2nd quarter of 2010, the average EUR/
compared to the 1st quarter of 2010, but the averap q ,
was 10.6% lower than in the previous year. T
was 3.1% lower than in the 1st quarter of 2010. I
similar to the EUR/PLN rate, was 9.9% below the

These changes mean that in the first half of 2010,
EUR, which has an unfavourable effect on the fin
respect to sales revenues in PLN.

 The average USD/PLN exchange rate in the 2nd
quarter. This represents a weakening of PLN b
quarter of 2010, in the 1st half of 2010 the a
average USD/SEK exchange rate in the 2nd qaverage USD/SEK exchange rate in the 2nd q
2010. In the 1st half of 2010 the average USD/

Changes in USD/PLN and USD/SEK rates had a
quarter compared to the 1st quarter of 2010.q p q

 The EUR/USD exchange rate at the end of the 1st
end of the 1st quarter of 2010 (-9.2%) and 1.408
2nd quarter of 2010 USD appreciated strongl
2nd quarter 2010 was 1.2731, compared to 1.384
the average was 1.3290, compared to 1.332
strengthening of USD against EUR of less than

10

/PLN exchange rate was at a similar level (+0.6%)
age exchange rate during the first 6 months of 2010g g g

The average EUR/SEK exchange rate in the 2nd quarter
In the first half of 2010 the EUR/SEK exchange rate,
e same period of the prior year.

PLN and SEK grew considerably stronger against
ancial results of the Arctic Paper Group, primarily with

d quarter was 3.1605, compared to 2.8815 in the 1st
by 9.7%. Despite such significant changes in the 2nd
average USD/PLN exchange rate fell by 10.2%. The
quarter was 5 5% higher than in the 1st quarter ofquarter was 5.5% higher than in the 1st quarter of
/SEK exchange rate fell by 9.6%.

clearly unfavourable effect on the results for the 2nd

t half of 2010 was 1.2213, compared to 1.3448 at the
5 at the end of the first half of 2009 (-13.3%). In the
ly against EUR, and the average EUR/USD rate in the
0 in the first quarter (-8%). In the 1st half of 2010
8 during the 1st half of 2009, which represents

n 0.3%.



Paper market in Europe
M k  d  f  lMarket trends for pulp

 At the end of the 2nd quarter of 2010, pulp prices
per tonne for BHKP—up 57.0% and 81.6% respep p p

 The average prices of pulp in the 2nd quarter of 20
the 2nd quarter of 2009, and up 11.7% and 16
average prices of pulp during the first six mon
for BHKP compared to the first half of 2009.

 Pulp prices are subject to great fluctuation. The in
loss of profitability for the Group. The share of
about 48% in the 1st half of 2010 compared tabout 48% in the 1st half of 2010, compared t

Pulp prices and USD/EUR exchange-r
August 2010
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1 200 August 2010
1H2009
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were USD 975.80 per tonne for NBSK and USD 918.30
ectively from the end of June 2009.y

010 were up 59.6% for NBSK and 77.0% for BHKP from
6.0% respectively from the 1st quarter of 2010. The
nths of 2010 were up 51.1% for NBSK and 58.0%

ncrease in pulp prices is currently causing a significant
pulp costs in the Group’s own cost of sales was
to 37% in the same period of 2009to 37% in the same period of 2009.

Source: www.foex.fi, Arctic Paper analysis

rate changes, Jan. 2008 –
0
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+58%
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Source: FOEX,
Arctic Paper analysisEUR/USD 

1,0
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+0.3% vs. 
1H2009

- 8.6% vs. 
2H2009



Paper market in Europe
M k  d  f  l  Market trends for pulp 

Factors that may affect the development of the p

Most of the deliveries of pulp delayed by the Chi Most of the deliveries of pulp delayed by the Chi
market.

 Pulp producers are reopening previously closed p
(950,000 tonnes), Catalyst Paper (165,000 tonn
capacity, giving a total of nearly 3 million tonnes.

Source: Terrachoice Market Services Inc.

 Possible further slowdown of pulp imports to China

Softwood & ha
 Low level of pulp inventories at

paper producers and significant
shortages and delays in pulp
d li i

Softwood & ha
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pulp market

ilean earthquake in February 2010 are already on theilean earthquake in February 2010 are already on the

pulp plants: Stora Enso (about 1 mllion tonnes), April
es), and potentially others of about 800,000 tonnes

and possible declines in pulp prices on that market.

rdwood pulp futures  July 2010 June rdwood pulp futures, July 2010 – June 
2012 (USD/tonne)

NBSK Futures
Softwood

BHKP Futures
Hardwood

Source: CME Group,
Arctic Paper analysis
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Sales volume and revenu
Growth in sales volume and total revenue with 

Total and LFL sales volume (‘000 tonnes)
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15.2
%

583

922

600

800

1 000

30.6
%

454 433 479 446

454 433 422 446 425

922 847

200

400

600

0
0

3Q 2009 4Q 2009 1Q 2010 2Q 2009 2Q 2010 YTD
2Q 2009

YTD
2Q 201014

ue
 a decline in LFL revenue

 In Q2 2010, AP Group achieved growth in
l l 2009 f 44% dsales volume versus 2009 of 44%, and year-

to-date over 29%. During the same period,
growth in LFL sales volume (excluding AP
Grycksbo) was 4 4% and 2 8% respectivelyGrycksbo) was 4.4% and 2.8% respectively.

 Sales revenue of the AP Group in Q2 2010
was PLN 582 m, 30.6% more than in Q2
2009 and 15 2% YTD LFL sales fell during2009 and 15.2% YTD. LFL sales fell during
the same period by 4.8% and 8.1% YTD,
respectively.

AP K t

Structure of external revenues by company

AP Kostrzyn
36% AP Grycksbo*

20%

AP Munkedals
20%Distribution

companies

AP Mochenwangen
13%

p
11%

* Grycksbo revenue included from  March 2010 



Main financial informatio
Results for 2nd quarter and first half of 2010

2Q 1Q
PLN'000

2Q
2010

1Q
2010

Revenues 582 948 479 360

Gross profit on sales 63 051 82 413
% of sales 10,8% 17,2%

EBITDA 1 443 32 373
% of sales 0,2% 6,8%

EBIT -22 247 12 724
% of sales -3,8% 2,7%

Net profit 85 670
% of sales 0,0% 0,1%

Earning per share [PLN] 0,00 0,01

 30.6% growth in sales revenue in Q2 2010 com
d li i  LFL 

Earning per share [PLN] 0,00 0,01

declining LFL revenue.

 Operating loss in Q2 and 1st half year 2010. EB

 Consolidated net profit in Q2 2010 was PLN 85,0Consolidated net profit in Q2 2010 was PLN 85,0

 Earnings per share in Q2 2010 were almost zero
15

on

2Q YTD 2Q YTD 2Q
2Q 2010 vs.

2Q 2009
YTD 2Q '10 vs.

YTD 2Q '092Q
2009

YTD 2Q
2010

YTD 2Q
2009

2Q 2009
Change %

 YTD 2Q '09
Change %

446 482 1 062 308 922 106 30,6% 15,2%

115 445 145 464 238 363 -45,4% -39,0%
25,9% 13,7% 25,8% -15  p.p. -12  p.p.

64 536 33 816 131 002 -97,8% -74,2%
14,5% 3,2% 14,2% -14  p.p. -11  p.p.

48 924 -9 522 99 221 -145,5% -109,6%
11,0% -0,9% 10,8% -15  p.p. -12  p.p.

29 917 755 69 306 -99,7% -98,9%
6,7% 0,1% 7,5% -7  p.p. -7  p.p.

0,68 0,01 1,56 -99,8% -99,1%

mpared to Q2 2009 and 15.2% up for 1H 2010, with 

0,68 0,01 1,56 99,8% 99,1%

BITDA in 1H 2010 about 25% of 2009.

000, and PLN 755,000 for 1H.000, and PLN 755,000 for 1H.

o, compared to PLN 0.68 in Q2 2009.



Summary of 2nd quarter

 Almost maximum use of production
receivedreceived.

 First increase in paper prices compp p p p
being implemented.

 Continued dynamic growth in pulp pr Continued dynamic growth in pulp pr

 Exchange rate changes unfavourableg g

 Integration of Grycksbo paper mill.

 Despite the high level of orders an
financial results achieved in Q2 and 1

16

r 2010

n capacity, with slight decline in orders

leted, second increase in the course of,

rices on world marketsrices on world markets.

to Arctic Paper Group.p p

d full use of production capacity, weak
1H of 2010.



Measures taken and plan

 Continuing optimization of productContinuing optimization of product
mix.

 Introduction of further price increase

 Implementation of plans for impro
cutting actions at all other units—in
and sales operationsand sales operations.

Short term restriction of investments Short-term restriction of investments

R i i f hi i ff i i Restrictions of hiring staff to minimum

17

nned to improve results

sales structure, market and customersales structure, market and customer

s in the upcoming months.

ved profitability at all mills and cost-
ncluding reduction in costs of marketing

s to minimum levels to minimum level.

l lm level.





The Arctic Paper Group’s
K  i  f   Key premises of corporate strategy 

Expansion into the markets of Central & 
Eastern Europe while maintaining our 

 The markets of Western Europe will remain 

Eastern Europe while maintaining our 
leadership position in main markets

p
important to us because of their size… 

 …however, the paper market in the Central &
Eastern European countries will grow faster 
because of the currently low level of paper 
consumption per person and the expected consumption per person and the expected 
increase in production capacity of printing 
plants in Central & Eastern European countries  

 The main elements of our strategy include 
exploiting advantages of the Group’s production 
locations and operational efficiencies   locations and operational efficiencies   

Increasing production capacity 

 We are investing in the continuous 

g p p y
through modernisation and acquisitions 

g
modernisation of our paper machines and 
increasing the production capacity of our mills 

 We also actively monitor the market for 
potential opportunities to acquire companies in 
the sector 

19

the sector 

s strategy 

Maximising efficiency 

 Maximisation of energy efficiency and self-

of production and distribution 

gy y
sufficiency 

 Effective resource management 

 Taking advantage of our strong bargaining 
power to negotiate lower raw material prices 

Ma imising efficienc  of o  p od ction lines and  Maximising efficiency of our production lines and 
distribution logistics

Building strong brands 

 Strong brand positioning of our products 

g g
and close customer relations 

g p g p

 Extensive recognition of our brands on the 
market 

 Cohesive and integrated communications with 
the market 

Ri i  h  f di t l   Rising share of direct sales 



Plans for 2010
K   f i i  l d  h  d f h  Key areas of activity planned to the end of the 

 Integration of Grycksbo Paper HoldIntegration of Grycksbo Paper Hold
Arctic Paper Group's organisati
particularly in the area of sales and m

 Taking advantage of the opportun
increase paper prices.

 Further improvement in the efficien
processes, including an evolutiona
production capacity.

 Optimisation of working capital.Optimisation of working capital.

 Consistent activities to minimise
forex riskforex risk.

 Searching for new organizationa

20

commercial solutions which will red
the volatility of pulp prices.

  current year 

ding AB into theding AB into the
onal structure,

marketing.

nities to further

cy of production
ary increase in

risks, including

al, capital and
2020uce exposure to



Thank you for your 
attention attention 

Michał Jarczyński, CEO 
ARCTIC PAPER GROUP ARCTIC PAPER GROUP 
tel. : +48 61 6262 007
e-mail: michal.jarczynski@arcticpaper.com 

Michał Bartkowiak, CFO 
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Disclaimer 
Pl  d h  i f i  b l  f ll  Please read the information below carefully. 

TRANSLATORS’ EXPLANATORY NOTE
The following document is a translation of the presentation of the Arctic Paper Group. In the

This presentation (the ‘Presentation’) was prepared by Arctic Paper S A (the ‘Company’This presentation (the ‘Presentation’) was prepared by Arctic Paper S.A. (the ‘Company’
S.A. as well as market analysts and under no circumstances may it be treated as a part of
transactions regarding securities, an inducement to make purchase offers or a recomm
S.A.'s securities.

The information contained in the Presentation was taken from publicly available sources
its reliability or completeness except for the information on Arctic Paper S A and its Grits reliability or completeness, except for the information on Arctic Paper S.A. and its Gr
the basis of or in reliance on the information contained in this Presentation. The infor
subject to change at any time. The publication of the data contained in the Presentation
to companies whose shares are listed on the regulated market, in particular the regula
Warszawie S.A.] The information contained in it has been published by Arctic Paper S.
required to be published by the Company in order to comply with the Company’s reporti

Under no circumstances should information contained in this Presentation be construed
Paper S.A. or by persons acting on behalf of Arctic Paper S.A. Furthermore, neither Arcti
respect for any damage which may arise as a result of negligence or for any other cause a
which may otherwise arise in connection with information constituting a part of this Pres

Arctic Paper S A is not obliged to publish updates and amendments to the informationArctic Paper S.A. is not obliged to publish updates and amendments to the information,
Paper S.A.’s strategy or intentions or the appearance of unexpected facts or circumstanc
arises from the provisions of the law.

This Presentation contains information on the paper industry in Europe. With the excepti
referred to above has been prepared on the basis of data received from third parties w
opinions based on Arctic Paper S.A. 's experience and knowledge of the sector in which Aopinions based on Arctic Paper S.A. s experience and knowledge of the sector in which A
partially prepared with the use of estimates, assessments, corrections and opinions and
subjective nature, with the exception of the information which has been indicated as
estimates, assessments, corrections and opinions are based on reasonable grounds and
industry on the markets on which Arctic Paper S.A. conducts business. However, there
appropriate basis for drawing conclusions on the market information or that market infor

i d i hi P icontained in this Presentation.

Arctic Paper S.A. would like to point out to the readers of this Presentation that the only 
Arctic Paper S.A. indicators, is the current and periodic reports submitted by Arctic Paper
should be read together with the consolidated half‐year report for the six months ended 
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e event of any discrepancy in interpreting the terminology, the Polish version is binding.

) for information purposes only for use by investors banks and customers of Arctic Paper) for information purposes only for use by investors, banks and customers of Arctic Paper
an invitation or offer to purchase securities, an invitation to make investments or conduct

mendation to conclude any transactions, in particular transactions regarding Arctic Paper

s which the Company believes to be reliable. However, Arctic Paper S.A. cannot guarantee
roup Arctic Paper S A shall not be held liable for the consequences of decisions made onroup. Arctic Paper S.A. shall not be held liable for the consequences of decisions made on
rmation contained in the Presentation has not been independently verified and may be
n by Arctic Paper S.A. does not constitute a breach of the provisions of the law which apply
ted market operated by the Warsaw Stock Exchange [Giełda Papierów Wartościowych w
.A. in its current and periodic reports, or constitutes a supplement thereto which is not
ng requirements as a listed company.

as the explicit or implicit submission of a representation or warranty of any type by Arctic
c Paper S.A. nor any person acting on behalf of Arctic Paper S.A. shall be held liable in any
as a result of the use of this Presentation or any information contained in it, or for damage
entation.

data and representations contained in this Presentation as a result of a change of Arctic, data and representations contained in this Presentation as a result of a change of Arctic
ces which affect such strategy or intentions of Arctic Paper S.A., unless such an obligation

ion of information indicated as originating from a specified source, the market information
who are named in this Presentation and contains estimates, assessments, corrections and
Arctic Paper S.A. conducts business. Because the market information referred to above wasArctic Paper S.A. conducts business. Because the market information referred to above was
has not been verified by independent entities, to a certain extent, this information is of a
information originating from third parties from a specified source. It is presumed that

d that the market information which has been prepared duly reflects the situation of the
e is no certainty that the estimates, assessments, corrections and opinions are the most
rmation taken from other sources may not differ significantly from the market information

reliable source of data on Arctic Paper's financial results, forecasts and events, as well as 
r S.A. in compliance with reporting requirements under Polish law. This Presentation 
30 June 2010 and the consolidated annual report for the year ended 31 December 2009.


