Summary

CRISIL Research expects

domestic paper and paperboard

demand to grow at a CAGR of

6.8 per cent between 2008-09
and 2013-14, while global
demand is likely to grow at a
CAGR of 2 per cent. With the
revival in demand and shortage
of capacity, raw material prices
are expected to rise over the
next 2 years, which will lead to
the increase in paperboard and

newsprint prices.

The impending need to comply
with ECF norms looms large
over small players. We believe
small players do not have the
wherewithal to invest in
technological upgradation for
ECF. In order to comply, small
players will have to incur heavy
expenditure, which will worsen

their financial position.
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Executive summary
Impact of ECF compliance on players

- Upgradation and ECF compliance is an imperative for players
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- While large players account for a higher share of capacity, The number

of small players has increased

A-3

- Though small players have similar profitability as large players, they lack

the financial strength to upgrade technology

- Financial position of small players will weaken in the face
of upgradation

Domestic demand supply

- Paper demand poised for healthy growth after the slowdown

- Increase in industrial production will boost demand for paperboard

- Operating rates to gradually increase as demand catches up with
capacity addition

- Imports will increase at a higher rate than exports

International scenario

- Asia leads demand growth for paper and paperboard

- Demand/capacity ratio is gradually increasing

Costs, prices and profitability

- Domestic paper industry vulnerable to global raw material price
fluctuations

- Raw material prices will continue to increase over the next 2 years

- Domestic paper prices would remain subdued

- Rising costs will adversely affect industry profitability

- Industry credit profile to deteriorate; SMEs to be affected more

Impact of ECF compliance on plavers

- Industry evolution

- Large and small players focus on distinct product markets

Domestic demand supply

- Demand research methodology
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Impact of ECF compliance on plavers

Investments by and financial strength of top 6 players

Domestic demand supply

Paperboard varieties and their end use

Impact of ECF compliance on plavers
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Economies of scale and better product profile enabling larger players

to earn more
Trends in operating margins of large and small players

Returns are similar for large and small players

Domestic demand supply

Proportion of newsprint mix by media houses
Higher capacity additions in W&P
Operating rates recovering slowly

Operating rates of newsprint on the rise

International scenario

Declining capacity and demand in developed regions
Growth to be driven by Asia

Trends in demand/capacity ratio

Costs, prices and profitability

Raw material prices on the rise

Executive summary

Price outlook

Domestic demand supply

Paperboard - Variety-wise demand
Varietywise demand — W&P paper
Variety-wise demand — Speciality paper and newsprint

International scenario

Outlook on raw material prices

Outlook on paper prices
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Industry overview

- Introduction

Industry review

- Demand-supply scenario

- Writing and printing paper (W&P)
- Paperboard

- Costs and prices

- Paper prices

- Financial performance

Newsprint

- Introduction

- Domestic newsprint industry

- Global newsprint industry

Player profiles — Domestic

- Andhra Pradesh Paper Mills Ltd

- Ballarpur Industries Ltd

- ITC Ltd (paper division)

- JK Paper

- Seshasayee Paper and Boards Ltd
- Sirpur Paper Mills Ltd

- Star Paper Mills Ltd

- Tamil Nadu Newsprint and Papers Ltd
- West Coast Paper Mills Ltd
Player profiles — International

- AbitibiBowater - Consolidated

- Catalyst Paper

- International Paper Co

- MeadWestvaco Corp

- Stora Enso Oyj

- UPM-Kymmene Corp
Manufacturing process

- Step 1: Manufacture of paper pulp
- Step 2: Cleaning

- Step 3: Bleaching
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- Step 4: Beater house operations - preparation of pulp for paper machinesB-91

- Step 5: Fourdrinier paper machine
- Step 6: Finishing processes

- Manufacture of newsprint

- Elementary chlorine free (ECF) paper manufacturing process

- How ECF helps
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Industry overview

Structure of the paper industry

Industry overview

Capacity of mills based on size (2006-2007)
Number of mills based on size (2006-2007)
Regional distribution (2004-05)

Regional distribution (2006-07)

Industry review

Paper industry: Market size
Variety-wise demand over the years
W&P: Variety-wise demand 2008-09
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Paper board: Variety-wise demand
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Paper: Capacity and production trends
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Trends in power and fuel cost
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APPML: Variety-wise production (2008-09)
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APPML: Cost structure

APPML: Average price realisation

BILT: Variety-wise production (2008-09)
BILT: Capacity utilisation

BILT: Cost structure

BILT: Average price realisation

ITC: Variety-wise production (2008-09)

ITC: Capacity utilisation

ITC: Average price realisation

JK Paper: Variety-wise production (2008-09)
JK Paper: Capacity utilisation

JK Paper: Cost structure

JK Paper: Average price realisation
Seshasayee: Variety-wise production (2008-09)
Seshasayee: Capacity utilisation

Seshasayee: Cost structure

Seshasayee: Average price realisation

Sirpur: Variety-wise production (2008-09)
Sirpur: Capacity utilisation

Sirpur: Cost structure

Sirpur: Average price realisation

Star Paper Mills: Variety-wise production (2008-09)
Star Paper Mills: Capacity utilisation

Star Paper Mills Ltd: Cost structure

Star Paper Mills Ltd: Realisations
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Andhra Pradesh Paper Mills Ltd: Financial performance
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Ballarpur Industries Ltd: Financial performance
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Market share and position (2008-09 )
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