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What our Defining the China Market service offers...

China accounts for the majority of growth in global paper and board output in recent years,
and has supported demand for both market pulp and recovered fibre in an otherwise contract-
ing global industry. Chinese demand for imported pulp accelerated in 2015-17 even as the
economy slowed, profitability deteriorated further, and rationalisation of obsolete capacity
continued. 2021 marked the start of the 14th five-year economic plan, and China remains the
key variable for global fibre markets, but the drivers of Chinese demand are changing.

In spite of its importance, market research in China has typically been over-reliant on rudi-
mentary assumptions regarding relationships between GDP per capita and paper consumption.
Official statistics of paper production and consumption in China are too general and out of date
to be of practical use, and in many cases are contradictory and unreliable.

Although the report incorporates all available published information, this is augmented by
extensive primary research throughout the year. The report also identifies and analyses the in-
dividual drivers of paper production and imported fibre demand. A key element to the research
is to define the production and consumption of higher quality grades of paper and board sepa-
rately from the production of traditional papers based largely on non-wood fibres and locally
collected wastepaper.

The report was first published in March 2003, and we have been encouraged by our sub-
scribers to review and update the research on an annual basis. The report has become recog-
nised by the industry as the most detailed and comprehensive analysis available. It is a vital
tool for both strategic planning and sales and marketing. In addition to the report, subscribers
benefit from continuous updates on the Chinese market and individual projects on request,
throughout the year.

The following pages include a table of contents and list of figures and tables included in a
typical Defining the China Market report.

About Hawkins Wright

Hawkins Wright is an independent consultancy providing a range of strategic, forecasting, market
intelligence and business information services to the international forest products and bioenergy
industries.

Since 1982 Hawkins Wright has provided authoritative and cost-effective services based on in-depth
research of the global forest, pulp & paper and bioenergy industries. These services include private
consultancy assignments covering a full range of marketing and strategic subjects as well as regular
multi-client reports and newsletters.

Our consultancy services build on our global perspective of the macro- and micro-economic trends
driving the international forest industry and downstream product markets. Assignments can range
from advice on a client’s business development or feedstock sourcing strategies to highly detailed mar-
ket feasibility assessments of prospective projects.
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Erane reparted by the Chins Paper Assoss$on, W have morboned e developme of the New Chins
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Thee growsh in out put sugested by the CRA aver the pericd 20032012 woud imply Bl growth
From Okl Ghina mils using domeshe hbres was achually fasbar than that of New China. This & fighly
impianssilde gven the ekeer ates of ecomomis growth in Fleion provirsess and cerradisls evenything
we are aboul Ihe capacily reticnakisstion which is has been an obvious. fealure of e induslry aver
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quaity of Ghiness data is frequantty questioned by economists and commentatams. in ather sectors. it is
tharstare unsurprisl g that we should find such dsorepancies. and confradicions In cur own ressanch

Mleverneiass it s very imparzng that we cortinue o rse these dsorepancies, because such
exaggeraied growan in Chima Nas been used 1o exaggeraie Growsn 0 glabal papes and board demand
Projections have alea often teen mads off 6n infated beseline, wnoUL understanding the relative and
shifling imponance of domeslic and expol onienbsted dermand. Alhough we heve nol repeated &l of
e arelyss recanoi ing Ghmese dals g repor, it s avakable on reguest
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Anti-sumping and countervaling duties against Chinese ooted paper bave been in plaos in
bath North Arenics and Europe sinos 2090 Tre LS department of Commerce reviewed tha 00 cass
In 2045 and in January 2016 detsrmined that tha resocation of duties would By i 10 8 ecumencs
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3.5 Outlook
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Folkesing e recent gart of the new mechines by Sun Paper 6nd LPM Changshu, there ane
o further investmenss in new woodires machires. Certein old machines are 0 be e punpossd (o meie
unooled paper grades, and most ety mone machines wil be converted from perbing and writng o
spadalty grase. Thera is around 2 milkon tonnes of sUTpUs capachy, whizh may ree or fal depancing
anthe trads Balanas and the s peed of rationa lzation

Papar quakty il corbinug bo Improve, athcugh wie note Mat much of the dsplacament of lowar
gracks mixed fumish paper has alneady 1akan place:
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Specialty Paper

Artnough small in number and size, speciality paper mills are core customers far market puip
suppliers because they are less Mexible in lerms of thew fibre consumption. Included in thes categary
are manufacturers of cigarette papers, bank note papers, décor papers, thermal and electrical papers.
The leading companies are listed below.

Tabia 15 Leading of speciaity papers. 2015

Company Province Grade Capacity
Welbon Anhui Wallpaper base & other 70
Anhu Jingfeng Anhul Cigarette 10
Anhul Mikitalku Anhu Irsuilating paper 5
Guaniong Guanhao Guangdong Thermal, carbonless copy. labektock 175
Mudanjang Hengfeng Heilongiang Cigarette, foil, plug-wrap, inda 105
¥inge Industrial Luche, Heran carbanless, greaseproof 70
Chenrming Wuhan Wuhan, Hubei Giassine paper 150
Mangfeng Specially Shagyang Hunan  Cigarette 18
henjiang Dadang Zrenjiang, Jisngsu  SRmps, invaice, food wiapping 100
Ahlstrom Birzheu, Shardeng 10
Shancong CLUndng Snanciong 0
Shardang Gifeng Shandong 210
Shauguang Liben Shancng 15
Chenming Shouguang ‘Shanckng Decar paper 30
Chenming Shouguang ‘Shandong Thermal-sensiive paper 100
Sunshine Of Speciaky Shancong Decor paper 35
Jinfeng Sichuan Cigarette 20
MNire Dragons ‘Ya'an, Sichuan Irmsuilating paper 50
Hongta Blue Eagle ‘Yunran Cigarette 2
Minfeng Special Paper Jiaxing, Zhejang Giassire, copy, medical, cigerette 120
Minfeng Robert Paper Jianing, Zhejang Cigarette 12
Purico Speciaky Zrejang inr Shanghai:Plug wrap, tea bag, coffes fitler 10
Kingdecor Xianhe Quzhou, Zrejang  Decor paper 60
Trepang Hergda Qutou, Zhejang  Pligwap a8
Frepang Winban Quztou, Zhejang 55
Huargzhou Husjin Specially  Linan Zhejiang 60
Rongfeng Paper Jigshen, Zhenjang  Cigarette 3
Hangehou Husfeng Zhejang Cigarette 45
Hanhe Speciaty Zrejarg Cigarefte, bible, dicionary. decor 100
Wielbon Longyou Zrejang \Walpaper base & other 30
Total 1786

Source: Hawking Whight
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Chapter Six
Market pulp

1. The structure of the market

Chinese paper milks consumed 264 milion tennes of wood pdpin 2015, from 25.5 milien in
2014 Argund 9.1 wes produced damesticaily and 173 millian lonnes imparied. The st is al clesed
a5 merket pulp bul amund 25 milion tanres. may be ted shipments. The varst majity of these ted
shipmants ars fram APF Indanesia and Fapsr Exceliencs mills in Merh Amanea b AFF Ghing pager
s

‘Wi estmaie there i up bo 2 milkon tonnes of kacally produced kaft market puip, of whish 755
I suppior by APRIL SEYME (RiZhas) We csbimato 06 milian by of domestic high yiald pulp micht
e sakd a5 mankat pUIp whan picas ane Nigh enaugh. Muen & sold Incally &5 wet-ag and ha ouaily &
generaly inferiar o imponed Righ visld pups In 2013 moet of this wolume wae desbaced by very
compelitvedy priced imparted BCTMP.

The chart beloesr shows thet grosth i underying coneumpion of wood pulp hes been
decelenmbng sech year mnce 2017, In 2015 we esbrste comsamption grew by aound 09 melbon
tannes, of which ovar 5% was accaunted for by tssue producens.
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265 Imported pulp forecast

In calmilating our pulp import farecast, we first determine total woad pulp required impliad oy
nur foracants of New and Ol Chira papar productian Wie then subbract the fora cast of |ccally procduced
P I andar o dEterming the import recuirsment

Chapter Eight
Capacity expansions

1.  Summary

Table 28 and figure G4 summanse the ndsidual Mvestment plars whech ane isied by sampany:
in fabies 20 i 33 Capaciy growsh has declined shaadib fom 10 million fannes in 2071, 1o 3 milien
rannes in 2015 Athaigh & furhar 3 million tennas haue baan propassd in3THE, | s highly kel that
rmany prajects wil be posponed bo 2017 or beyand
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Appendix Three: Mill database

In the following papes we describe the operations of thase companies which
comprse 'New Chira” The paper and board machines installed since the mid-nineties are the
base for our calculation of ™Mew China' capacity.

Companies with cperations across China are listed first. Thereafter campanies are
listed Dy province, starting with the key provinces, Shandong, Jangsu, Znejang, and
Guangdong. The other provinces follow, listed alphabetically. Maps showing the location of
the mills/prejects in the four key provinces can be found at the back of the repoen.

1. National and i i group
APP China (Sinar Mas Group)

Nine Dragons Paper Industries (MOPI}
Shandong Chenming Paper Hulcings.
Lee & Man Faper .

Shardong Huatai Paper Indusiry
Stora Enso China
inda Paper (SCA) .. ... I
Hengan Haldirgs Co. Lid . B .
&S Paper (Znongshun Paper Industry)
Yuen Foong Yu Paper Manufacturing..
Welton Paper .

China FPaper Cnrparatlnn (Chenglong Grm_p)
APRIL Group .
Sharwying Paper,
Long Chen Paper

oL L L pmumaetns

HORWoD

Sun Paper, Yanzhou

Shandang Dongshun (Zhongshur}
Shardong Bohui Paper Industry
Feicheng Mining .
Shandong Qfeng Speclsl\y Psper a
Shardong Huajm, Sishui.. ..

Universal Pulp & Paper Co, Zaozhuang cny
Qingdao Hawang Paper

Shandong Long Kou F'apelmaklng Famonr
Sunshine Paper Haldings

Zhongmaa Snengyuan

212 Qunwing Paper Holdings = closed since 2013
213 Shardong Taihe Dongxin.. -
214 Shandong Bailun (formerry Taishen), Laiwy
215 Shardong Wanhao (LiQu YuLsng Paper Mill)
216 Shandong Tralin Paper Co.. Gaotang {Tranfin} ..
217 Henglian Group. ... -
218 Shandong Yorgfa Paparmkmg Oo le Dezr\ou
219 Zaozhuang Hua Run Paper Co. Ltd. ...

220 Lingxian Taihua Pulp & Paper B .

231 Shandong Renfeng

222  Shandong Tianhe.
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1. National and international group cempanies

1.1. APP China (Sinar Mas Group)

Tha Asia Pulp and Faper Gmop (AFP Groop) & one of the largest v tioally
integrated pulp and paps corpaness i e wald Sonbined puip, paper, and boand capadty
serees China ard Indanests is over 19 milion tanres. fsin pulp capssly s aver st milion
tonnes, of whch 3.5 milien in indoresia and 3 milian in China. The group controls a further
25 milion fonnes of puip capachy in Wodh Amenca and Euope fhrough s amiesed
companty, Faper Excellance. The company employs ovar 38,000 and mankets ks products in
85 couriies, Beioss sie corbinenls. Azia Pulp end Paper i parl of the Sinar Mas Group.

APP Ching cwre araund 20 pulp and papsr campanes in Thina and mare than 20
Todestry cermes. Arnual instaled paper producton capecity i anound 8 rillon ies, as
detsled i Table 1. AFP ako fune seversl cormering faclilies incuding, Yaking
(stabonenyisopy paper) in sauthern China, Jin Xin {oopy paner) Gald Ha (samugated catons),
andt Mingba (eomugatad and foking canmong)

Figure: 1° FER procushan eshmate, 2004
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Deliverables and order form

An annual corporate subscription to the Defining the China Market service costs £5,000 (or the equiva-
lent in US dollars or euros). Subscribers to previous issues of the report qualify for a discounted price of
£2,950. The service comprises:

e PDF copies of the report which may be distributed throughout your company’s offices globally.

e A PowerPoint slide deck which summarises the key findings of the report.

e Up to four printed copies.

e Hawkins Wright’s response to any questions that the subscriber may have on matters relating to the
Chinese market for pulp, paper and board throughout the year. In this way Hawkins Wright can be
used as a virtual extension of the subscriber’s own marketing or market research department.

e A personal presentation: it will usually be possible for a Hawkins Wright consultant to meet with
each client at least once a year to make a presentation on market developments.
| would like to subscribe to the Defining the China Market service.
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| understand that the reports and other materials provided by Hawkins Wright during the course of a
subscription are confidential to subscribers and to their wholly-owned subsidiaries. | agree that these
materials will not be shared with third parties and that all reasonable steps will be taken to safeguard
their confidentiality.

In placing this order | consent to the use of my data in accordance with Hawkins Wright'’s privacy policy
and terms & conditions. The privacy policy can be found at www.hawkinswright.com/privacy-policy.

Please return this order form to: Hawkins Wright Ltd., 21/22 Station Point, 121 Sandycombe Road,
Richmond, TW9 2AD, UK.

Email: post@hawkinswright.com; Tel: +44 20 8747 5840

An invoice and payment instructions will be sent when your order is received. Payment may be made
by bank transfer or credit card.
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