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Single Unit Housing Starts
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housing starts
have declined
through November
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Prospects for the Economy?

Housing Starts are Total Single Unit Housing Starts
Total Starts Per Year, Millions - US,

Through Nov 2008

2008 YTD = 593K
2007 YTD = 994K

Millions

2008 YTD

Source: US Census Bureau, Factset
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Domestic Financial
Conditions are
Extremely Restrictive

Prospects for the Economy?

Real GDP vs. Domestic Financial Conditions Index *

* Includes M2, bank loans & leases, consumer credit, yield curve, credit spreads and cyclical stocks
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Prospects for the Economy?

Jobless claims Unemployment Rate, % SA

are rising
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Prospects for the Economy?

Consumption is
Bound to Slow from

Excessive Levels

Ratio of Personal Consumption Expenditures (PCE) to Real GDP

o — Ratio of PCE to real GDP %
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With the Recession
Beginning in

Prospects for the Economy?

Real GDP

% change y/

December 2007,

DB’s Forecast is
Consistent with an
18 Month Recession

Real GDP
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Prospects for the Economy?

Net Exports Have Real Net Exports Contribution to GDP Growth
Been Contributing %, 4-Qtr. MA

Strongly to Growth,
However, Exports
Appear to be

1.8% -

Dragging in Recent 1.5%
Months
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For Q4 2008, DB’s 0.9% 4
Forecast for US
Exports is a decline 0.6% 1
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Prospects for the Economy?

ISM Purchasing ISM Purchasing Managers Index vs. Industrial Production Index
Managers Index

Reading Below 50

Indicates Sector is
Contracting N |ndustrial Production Index, % Change Y/Y ——ISM Purchasing Managers Index
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Prospects for the Economy?

Gold - $USD

(Gold price against US$)
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Prospects for the Economy?

Real Broad Trade Weighted Exchange Value of US$

Index

index _ Real broad trade-weighted exchange value of US $
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Current State of Affairs

What a Difference January 2008

in 12 Months

B Newsprint Consumption Quite Weak, but Prices Rallying

B Demand Was Improving in LWC
= Inventories Had Fallen

=  Prices Were Moving Up Rapidly
B Uncoated Free Sheet Vol's Sluggish, but Prices Moving Up
B Falling US$ Aiding Competitive Position of US Mills
B Intense Cost Pressure: Fiber, Chemical + Energy

B European Companies Were Restructuring Operations

Current State page 13 mark.wilde@db.com Deutsche Bank




Current State of Affairs

. US Newsprint Consumption
What a Difference P P
. (Y/Y % Change)
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Current State of Affairs

: N int Pri
What a Difference ewsprint Prices
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Current State of Affairs

What a Difference

in 12 Months

Coated Paper — Apparent Consumption by Year
(Y/Y % Change)

YIY,
%Change
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What a Difference

in 12 Months

Current State of Affairs

Coated Paper — Apparent Consumption by Month
(Y/Y % Change)

Source: RISI
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Current State of Affairs

What a Difference Coated Mechanica’l (LWC) - Inventories
(000’s of tons)

in 12 Months
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Current State of Affairs

i Coated P Pri
What a Difference oated Faper Frices
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What a Difference

in 12 Months

Current State of Affairs

Uncoated Free Sheet — Apparent Consumption
(Y/Y % Change)
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Current State of Affairs

Uncoated Free Sheet Prices

What a Difference I
in 12 Months
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Current State of Affairs

What a Difference

in 12 Months

January 2009

B Consumption has Fallen off Dramatically in All Markets
=  Underlying Demand Has Eased
=  Intense Inventory Pressure Across Economy

B |nventories have Ballooned, Especially in LWC
=  Both at Mill & Printer Levels

B Trade Picture Looks Riskier

B Producers are Taking Dramatic Amounts of Downtime

= [t Has Had Impact

B European Companies (Still) Restructuring Operations

=  Stora Enso & UPM announcing big moves; M-Real sells
coated paper to Sappi, International Paper closing Thomas
Tait Mill (Scotland)

Current State page 22
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Current State of Affairs

What a Difference US Apparent Consumption — Key Paper Grades
in 12 Months

This January % Change y/y
Consumption Pattern Grade Nov 08E
Has Deteriorated in
Recent Months
CFS - 8.9% -13.5% -14.1% -19.3%
LWC 2.2% -12.8% -25.0% -32.8%
UFS -3.5% -7.5% -7.0% -18.0%

Source: RISI
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What a Difference
in 12 Months

Inventories Have

Current State of Affairs

Printer Inventories Of Coated Mechanical (LWC)
(2004 — Nov. 2008)
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Current State of Affairs

What a Difference
in 12 Months

Printer Consumption Of Coated Mechanical (LWC)
(%Change y/y)

Y/Y,
%Change
20%
10% -
O%lll‘ll
-10%
-20%
-30%
<t ° O ST O OO 0 W O ©W ©O©W © M~ M M N O O © ©
Q@ 2P QYRR Y YP PP QPO
o0 > o > o > o o > o 0 > ovn o> o o0 > o o> o o0 > v o>
o ® 5 o o ® 5 o o ® 5 o o ® 5 o o ® 5 o
L = <« 2z L =2 « 2L = ¢« 2L 2 <« 2z L = < =z

Source: Midland Paper Clips

Current State page 25

mark.wilde@db.com Deutsche Bank



Current State of Affairs

What a Difference

Imports of Printing & Writing Paper

in 12 Months
Will This Trend % Change yly, (% of Total US Apparent Consumption)
Begin to Reverse?
Grade 08 YTD
CFs -8.0% 15.4% -28.7% -24.6%
(26.5%) (27.7%) (21.7%) (19.1%)
e -9.4% 11.7% 4.8% -22.8%
(27.0%) (30.2%) (30.9%) (28.0%)
e -6.9% -9.2% -12.3% -1.2%
(12.4%) (11.1%) (10.1%) (10.8%)
Source: RIS/
Deutsche Bank
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What’s Ahead for the Paper Markets?

Outlook is Weak

B Cyclical Downturn Exacerbating Long-Term
Structural Issues

B Advertising Downturn Being Compounded by Circulation
Declines & Increased Financial Leverage

=  Tribune Has Filed for Bankruptcy
=  Several Other Publishers are Struggling

=  Papers Moving Away from 7 days

What's Ahead page 27 mark.wilde@db.com Deutsche Bank




What’s Ahead for the Paper Markets?

Domestic Demand Coated Paper

Outlook is Weak
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What’s Ahead for the Paper Markets?

Domestic Demand Coated Paper
Outlook is Weak
YIY,
%Change
6.0% Commercial Printing Index - % Change yly
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What’s Ahead for the Paper Markets?

Domestic Demand Uncoated Free Sheet
Outlook is Weak

B Issues for Uncoated Free Sheet

=  Weakness in White Collar Employment
=  Drop-off in Financial Services & Real Estate
=  Potential for Increased Imports

- Lower Pulp Costs
- Lower Freight Rates

- New Portucel Machine
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What Does it Mean for Industry and Individual Players?

Demand Is Apt to be Quite Weak in Most Markets

= Slowdown is Global Phenomenon

Supply-Side Discipline Remains Critical, but Is it Enough?

=  More Downtime — Verso has announced 100K of LWC in '09H1;
Sappi (Europe) Idling 25% of Capacity in January

=  Additional Closures Appear Inevitable

Prices Remain Under Pressure

=  Downtime is Helping to Maintain Market Balance

Access to Credit Remains Central Issue

=  High Level of Financial Risk for Leveraged Players

=  Further Restructuring in 2009 Appears Increasingly Probably

What Does it Mean?
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Your Questions
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Appendix 1

Important Disclosures
Additional Information Available upon Request

For disclosures pertaining to recommendations or estimates made on securities other than the primary
subject of this research, please see the most recently published company report or visit our global
disclosure look-up page on our website at http://gm.db.com.

Analyst Certification: The views expressed in this report accurately reflect the personal views of the undersigned lead analyst(s) about the
subject issuers and the securities of those issuers. In addition, the undersigned lead analyst(s) has not and will not receive any compensation for
providing a specific recommendation or view in this report. -Mark Wilde
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Deutsche Bank

Equity Rating Key

Equity Rating Dispersion and Banking

Relationships
Buy: Based on a current 12- month view of total share-holder
return (TSR = percentage change in share price from current price 59%
to projected target price plus pro-jected dividend yield ) , we 500
recommend that investors buy the stock. 400 36%
Sell: Based on a current 12-month view of total share-holder 300 + .
return, we recommend that investors sell the stock 200 39% 31%

0,

Hold: We take a neutral view on the stock 12-months out and, 100 5% 41%
based on this time horizon, do not recommend either a Buy or Sell. 0 —
Notes: Buy Hold Sell

1. Newly issued research recommendations and target prices
always supersede previously published research.

2. Ratings definitions prior to 27 January, 2007 were:

Buy: Expected total return (including dividends) of 10% or more
over a 12-month period

Hold: Expected total return (including dividends) between -10%
and 10% over a 12-month period

Sell: Expected total return (including dividends) of -10% or worse
over a 12-month period

0 Companies Covered [l Cos. w/ Banking Relationship

North American Universe

Appendix page 34 mark.wilde@db.com

Deutsche Bank




Deutsche Bank

Regulatory Disclosures

SOLAR Disclosure
For select companies, Deutsche Bank equity research analysts may identify shorter-term trade opportunities that are consistent or inconsistent with Deutsche
Bank’s existing longer-term ratings. This information is made available only to Deutsche Bank clients, who may access it through the SOLAR stock list, which can

be found at http://gm.db.com.

Disclosures required by United States laws and regulations

See company-specific disclosures above for any of the following disclosures required for covered companies referred to in this report: acting as a financial advisor,
manager or co-manager in a pending transaction; 1% or other ownership; compensation for certain services; types of client relationships; managed/comanaged
public offerings in prior periods; directorships; market making and/or specialist role.

The following are additional required disclosures:

Ownership and Material Conflicts of Interest: DBSI prohibits its analysts, persons reporting to analysts and members of their households from owning securities of
any company in the analyst's area of coverage.

Analyst compensation: Analysts are paid in part based on the profitability of DBSI, which includes investment banking revenues.

Analyst as Officer or Director: DBSI policy prohibits its analysts, persons reporting to analysts or members of their households from serving as an officer, director,
advisory board member or employee of any company in the analyst's area of coverage.

Distribution of ratings: See the distribution of ratings disclosure above.

Price Chart: See the price chart, with changes of ratings and price targets in prior periods, above, or, if electronic format or if with respect to multiple companies
which are the subject of this report, on the DBSI website at http://gm.db.com.
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Deutsche Bank

Regulatory Disclosures

1. Important Additional Conflict Disclosures

Aside from within this report, important conflict disclosures can also be found at https://gm.db.com/equities under the “Disclosures Lookup” and “Legal” tabs.
Investors are strongly encouraged to review this information before investing.

2. Short-Term Trade Ideas

Deutsche Bank equity research analysts sometimes have shorter-term trade ideas (known as SOLAR ideas) that are consistent or inconsistent with Deutsche
Bank’s existing longer term ratings. These trade ideas can be found at the SOLAR link at http://gm.db.com.

3. Country-Specific Disclosures
Australia: This research, and any access to it, is intended only for “wholesale clients” within the meaning of the Australian Corporations Act.
EU countries: Disclosures relating to our obligations under MiFiD can be found at http://globalmarkets.db.com/riskdisclosures.

Japan: Disclosures under the Financial Instruments and Exchange Law: Company name — Deutsche Securities Inc. Registration number — Registered as a
financial instruments dealer by the Head of the Kanto Local Finance Bureau (Kinsho) No. 117. Member of associations: JSDA, The Financial Futures Association
of Japan. Commissions and risks involved in stock transactions — for stock transactions, we charge stock commissions and consumption tax by multiplying the
transaction amount by the commission rate agreed with each customer. Stock transactions can lead to losses as a result of share price fluctuations and other
factors. Transactions in foreign stocks can lead to additional losses stemming from foreign exchange fluctuations.

New Zealand: This research is not intended for, and should not be given to, “members of the public” within the meaning of the New Zealand Securities Market
Act 1988.

Russia: This information, interpretation and opinions submitted herein are not in the context of, and do not constitute, any appraisal or evaluation activity
requiring a license in the Russian Federation.
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