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CURRENT MARKET CONDITIONS MIDLAND 27

Mill shutdowns and conversions over the past few years have considerably reduced the overall paper
supply. The unexpected Evergreen Pine Bluff and Resolute Calhoun mill shutdowns late last year added
to that decline. The ongoing UPM strike in Finland, the Canadian trucker blockade, and the Russian
invasion of Ukraine have also put a strain on the supply. Plus, we are seeing a significant increase in
demand as companies work ramp up their businesses post pandemic and as other companies enter the
catalog and direct mail marketplace for the first time because of digital marketing constraints.

Factor in historic low mill inventories and reduced imports, and we are seeing very high mill operating
rates every month. Sharply rising fuel and energy costs, ongoing transportation and supply chain
challenges, hiring challenges to run the machines, and high pulp and other input (titanium dioxide,
starch, latex) costs are adding fuel to the fire. On top of that, major mills are taking extended
maintenance downtime in May and July as we enter the busy fall catalog season. These conditions have
provided the backdrop for paper mills to rationalize their product offering, revise their freight policies, add
fuel surcharges, and fully implement a series of price increases across every grade line.

In short, demand is far outstripping supply on all grades, and this has led to an extremely allocated
and oversold market where securing paper and delivering it on time has become an overwhelming and
daily challenge where compromises are having to be made.



INDUSTRY TRANSFORMATION (MILLS)

Mill / Machine Closures and/or Bankruptcies:
Norpac PM1 Longview, WA, White Birch Ashland, Resolute Forest Products Thorold idled - 900,000 annual tons of newsprint
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Resolute Forest Products Catawba PM2 i 193,000 tons of coated groundwood (2017 Q3)
Resolute Calhoun PM3 and PM5 - 435,000 tons of uncoated mechanical (2017 Q3)
Glatfelter Chillicothe PM24 - 57,000 tons of uncoated freesheet (2017 Q3)

Verso Androscoggin PM3 - 215,000 tons of coated (2017 Q3)

Appleton Coated - 300,000 tons, mix of coated, uncoated and C1S freesheet (2017 Q4)
West Linn - 267,000 tons, mix of coated and uncoated and C1S freesheet (2017 Q4)

UPM Blandin PM5 - 128,000 tons of coated groundwood (2017 Q4)

Georgia Pacific Camaas PM20 - 237,000 tons of uncoated freesheet (2018 Q2)

Flambeau River PM3 - 70,000 tons of uncoated freesheet (2018 Q1)

Nippon Paper Group: Fuji, Jokkaido and Kushiro - 531,000 tons (2019-20)

Georgia Pacific Port Hudson, LA mill - 630,000 tons (2019)

Verso Luke, MD mill i 450,000 tons (2019 Q2)

Flambeau River Papers - Chapter 128 i 20,000 tons (2019 Q2)

UPM Plattling, Germany PM 10 - 155,000 tons (2019 Q2)

Norske Albury Mill T 265,000 tons of newsprint (2019 Q4)

Domtar PM A63 at Ashdown and PM PH6 at Port Huron i 204,000 short tons (2019 Q3)
Greif, Inc. PM1 at Mobile, AL i 64,965 tons of uncoated recycled board (2019)

UPM Rauma, Finland PM2 i 265,000 tons of SC (2019 Q4)

Resolute Forest Products Augusta, GA 1 214,000 tons of newsprint (2019 Q4)

UPM Chapelle, Grand-Couronne, France i 240,000 tons of newsprint (2020 Q1)

Verso Duluth and Wisconsin Rapids i 810,000 tons of coated and super cal (2020 Q2)
Pondaray Newsprint Company, Newport, WA (2020 Q2)

Sappi Stockstadt Germany and Westbrook, ME Mills (2020 Q3 and Q4)

Domtar Ashdown, AR, Port Huron, MI, and Kingsport, TN mills - 720,000 short tons (2021 Q1)
UPM Kaipola, Finland i 270,000 tons (2020 Q4)

WestRock, Evadale, TX 7 200,000 tons of SBS (2020)

Norske Skog Saugbrugs, Norway PM5 Shutdown 7 110,000 tons of SC (2020 Q4)

Stora Enso Veitsiluoto Pulp and Paper Mill - 790,000 tons of uncoated freesheet (2021 Q3)
Stora Enso Kvarnsveden Pulp and Paper Mill i 565,000 tons of SC (2021 Q3)

Evergreen Packaging Pine Bluff Arkansas Milli 180,000 tons of coated groundwood (2021 Q4)
Resolute Forest Products Calhoun, TN Mill T 164,245 tons of uncoated freesheet (2022 Q1)
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Mill / Machine Conversions:
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Sappi Somerset PM1 - Rebuild to add packaging capabilities 198,000 tons (2018 Q2)
Verso Jay PM#3 - Restart as packaging machine in (2018 Q3)

Packaging Corp of America Boise Wallula, WA - 200,000 tons of packaging & kraft liner
Kruger Trois Rivieres PM10 - Recycled lightweight linerboard (2017 Q4)

ND Paper Biron PM B25 i 120,000 ton conversion to medium and linerboard (2019)
Qji Paper Tomakomai PM#5i 200,000 ton conversion to packaging (2020)

New-Indy i 350,000 ton conversion to packaging (2020 Q3)

I nt 61 P a p e r - 235e000roas oPURS &onverting to linerboard (2020)

ND Paper Rumford R12 i 110,000 tons converting to specialty packaging (2020 Q3)
Stora Enso Oulu i 1,080,000 tons conversion to packaging & kraft line (2020 Q3)

SCA Ortviken, Sweden i 756,000 tons (2021)

ND Paper Rumford R15 - 280,000 tons of CFS/CGW converting to linerboard (2020 Q4)
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Mill Acquisitions:
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Manchester Industries acquired by Clearwater Paper (2016)

Tembec acquired by Rayonier Advanced Materials (2017)

Multi Packaging Solutions acquired by WestRock (2017)

KapStone Paper and Packaging acquired by WestRock (2018)

Mondi Pine Bluff kraft mill acquired by Twin Rivers Paper Company (2018)

Crane Stationary Corp. acquired by Mohawk Fine Papers, Inc. (2018)

Appvion acquired by Franklin Advisors, Inc. (2018)

Norske Skog AS acquired by Oceanwood investment management firm (2018)

Catalyst Biron and Rumford mills acquired by Nine Dragons Paper (2018) Mill / Machine Re-Starts:

Expera Specialty Solutions acquired by Ahlstom-Munksjo (2018) Norpac restarts PM1 Longview, WA (2018 Q2)

White Birch Bear Island acquired by Cascades, Inc. (2018) Appleton Coated mill restarts as Midwest Paper Group i packaging and UFS (2018 Q2)
Schluter Print Pharma Packaging acquired by WestRock (2018) White Birch Paper restarts Bear Island mill in Virginia (2018 Q3)

Verso Wickliffe Mill acquired by Global Win Wickliffe LLC (2018 Q3) Wickliffe mill restarts as Phoenix Paper/Shanying International (2019 Q2)
Glatfelter Specialty Papers Business Unit acquired by Lindsay Goldberg (2018) West Linn Paper Co. mill restarts as Willamette Falls Paper Co. (2019 Q3)

Clearwater Paperods Ladysmith facility acquiA epdmtfdkshddwnmaB2 pRparin@dhine restBri(2022(Q2)0 1 8 Q3)
Resolute Forest Products Fairmont, WV Pulp mill acquired by ND Paper (2018)

Resolute Forest Products Catawba, SC mill acquired by New-Indy Containerboard (2018)
Catalyst Pulp & Paper acquired by Paper Excellence Canada (2018)

OTM Holdings (Old Town) pulp mill acquired by ND Paper (2018)

Carthage Specialty Paperboard assets acquired by Ox Industries (2018)

Caraustar Industries acquired by Greif, Inc. (2019 Q1)

I nt 61 Paper APPM Ltd (Il ndia) acquired by West Coast Paper Mills Ltd (2019)
Verso Androscoggin & Stevens Point mills acquired by Pixelle Specialty Solutions (2020)
Midwest Paper acquired by Industrial Opportunity Partners (2020)

Appvion Point of Sale business acquired by Domtar (2020 Q2)

Appvion Specialty Paper Business acquired by Pixelle (2021 Q2)

Midwest Paper acquired by McKinley Paper Company, Bio PAPPEL (2022 Q1)

Verso pending acquisition by BillerudKorsnas (2022 Q2)
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MAGAZINE AD PAGES AND CATALOG CIRCULATION
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Catalog Circulation was down 3% in
2021 Q4 versus the same gquarter in 2020
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TRUCK DRIVER SHORTAGE TREND
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A Over the next decade the trucking industry will need to hire roughly 898,000 new drivers (90,000 drivers per
year) to replace retiring truck drivers and industry growth. America will be short 175,000 drivers by 2026.
The average age of a commercial truck driver in the U.S. is 55 years old. The shortage is most acute for
long-haul drivers, where the average age is 46, and workers are on the road for weeks at a time.

A The Electronic Logging Device mandate required all motor carriers to install this equipment on their trucks to
automatically track driversd hours of service.
driving, followed by a mandatory and continuous rest period of 10 hours.

A The median annual wage for heavy and tractor-trailer truck drivers in the U.S. was $47,130 in 2020. As of
December 27, 2021, the national average annual pay was $55,098.

A There is a trend of more owner operators in the market, allowing drivers to be more selective with the loads
they take, leading to spot capacity price escalation and pressures on driver availability.
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BIGGEST ISSUES FACING TRUCKING INDUSTRY
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DIESEL FUEL PRICES AND VAN HAUL RATES MIDLAND 27

On-Highway Diesel Fuel Prices (in U.S. dollars per gallon)
(dollars per gallon)
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SHIPPING CRISIS: CONTAINER CHALLENGES AND SOARING COSTS MIDLAND 27

Drewry World Container Index - 3 Mar 22 (US$/40ft) Trade Routes from Shanghai (US$/40ft)
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The Drewry World Container Index (WCI), which measures the price of a shipping container, is up 81% from this same time last year, at $9,279.

The average composite index of the WCI year-to-date is $9,438 per 40 ft container, which is $6,367 higher than the 5-year average of $3,071.

The global shortage of shipping containers, primarily caused by the pandemic, has led to drastic inflation in shipping and container prices and
increased delay times for companies that move items all over the world. Shipments to NA out of East Asia are almost double the average.

All the links in the supply chain are stretched: Ships, Ship Mooring Space, Containers, Warehouse Space, and Trucks



U.S. IMPORT TRENDS (20107 2021) MIDLAND 27

US Imports
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TITANIUM DIOXIDE INPUT COSTS ON THE RISE MIDLAND 27

TiO, is a filler used in the papermaking process to make paper whiter and stronger.

l U.S. TiO2 market size, by application, 2016 - 2028 (USD Million)
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