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In its review for 2004, the NLK Market Pulp Monitor, reports 

that the approximate increase in demand for printing and 

writing papers last year was 5.5%, with developed countries 

experiencing an increase of 4.5%. With a net increase in world 

capacity of 1.6 Mt (2%), the utilisation of existing capacity is set 

to rise. In 2004, utilisation increased 3% of capacity to 92%.

Increasing demand and utilisation being experienced by many 

paper producers would be expected to augur well for 2005. 

However, the party spoiler is the strength of the euro, and for 

the local markets, Australian and New Zealand dollars against 

the USD. The stronger currencies have meant pulp price 

increases, based in USDÕs, have had less impact and therefore 

making the task of producers seeking price increases harder. 

In addition, as has been well documented during 2004, the 

stronger currencies have made exporting harder and imports 

more competitive for companies such as PaperlinX.

However, with demand and shipments increasing faster than 

capacity, and therefore increasing utilisation, it does appear 

there will be a window of opportunity for paper producers to 

make price increases stick for the first half of this calendar 

year at least.

COLLUDING CONCLUSION

Since the hiatus at Amcor with regards to what may have 

amounted to collusion for corrugated containers, there has been 

only speculative reporting rather than any details of substance.

Source: ABS

Using available data from both Australia and overseas, it would 

appear that domestic pricing of corrugated containers has 

remained competitive in relation to price movements for most 

The  following chart shows spot prices in China for NBSK, Eucalyptus, 

Radiata pine and Indonesian Mixed Tropical Hardwood.

Source: Paperloop  

IMTH* = Indonesian Mixed Tropical Hardwood

From AustralasiaÕs perspective, radiata pine pulp is selling at 

USD15/t below NBSK, but USD30/t above eucalyptus.

PAPER

While buyers had purchasing power it was almost impossible for 

suppliers to make price increases stick, no matter how justiÞ ed. 

This was the market scenario facing most paper producers for 

the last couple of years.

However, pricing power has now clearly started to move to 

producers, assisted by increased demand for most grades 

of paper in major markets, and a temporary fall in producers 

inventories of pulp. With falling pulp stocks, and rising prices, 

the supply and demand balance looks to be more in favour of 

the paper producers and merchants holding price increases 

for at least the Þ rst half of 2005. The only new pulp capacity 

destined to come on line before mid-year is Veracel (900 kt) in 

Brazil, and Mondi (145 kt) at Richards Bay, South Africa. 

The following table shows the percentage changes in demand 

and the level of utilisation for the US and Europe by grade.

Demand Change and Utilisation Rates for Printing & 

Writing Grades (%)

Souce: TerraChoice Market Services Inc 
Colluding Conclusion...continued on Page 6...
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Chinese Spot Pulp Prices: 5 MayÕ03 Ð 7 FebÕ05 (USD/t)

US Europe

04/03 04/03 2004 2003 2004 2003

Ctd. Freesheet 7.0 8.1 91 90 92 84
Ctd Mechanical 8.9 4.9 94 93 92 87
Unctd. Freesheet 1.2 4.9 89 88 91 90
Unctd. Mechanical 5.6 6.5 93 77 96 94

Total 4.5 5.9 91 89 93 89

Operating RateDemand Change

January - December

US Europe
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concerned that the pace of expansion of the paper industry in 

China, will far outstrip the growth in internal Chinese demand. 

Inevitably this will lead to signiÞ cant exports, some of which 

will undoubtedly Þ nd its way into the Australian market. This 

situation will be exacerbated if China delays the closure of its 

many old and antiquated mills.

Although he has seen many forecasts from major mill 

groups suggesting that the demand/supply equation is now 

starting to reach the point where pricing power shifts to 

the producers, Cassell is sceptical that this point has really 

been reached.

On this point Cassell does concede there is a cost-push 

already being imposed on European prices, but some 

producers were Þ nding it hard to implement and maintain 

higher paper prices. From the perspective of the Australian 

market, Cassell would like to see the Australian dollar moving 

back towards or below the USD0.70c mark. While the stronger 

Australian dollar creates excessive pricing competition for 

the local producer, for importers it also has the difÞ culty of 

reducing the costs of imported products and often the value 

of the margin. However, Cassell said that with the size of the 

Current Account deÞ cit, he does not expect the Australian 

dollar will continue to strengthen unchecked.

Changes in Domestic Market

In the domestic market Cassell is buoyant that the positive 

trend in advertising expenditure will continue at least for the 

short to mid-term. While he does not see the advertising 

market as Òblasting alongÓ in the near future, he does perceive 

it as remaining solid and positive. He told IndustryEdge that 

CPI has certainly beneÞ ted from the increased circulation of 

magazines and new covers.

The CPI Group has worked itself through some major restructuring 

during the past 24 months, however, with the level of debt being 

signifi cantly reduced, IndustryEdge met with Bernard Cassell, 

Managing Director, to ask if the tough times still lay ahead or if 

they were now behind him.

Overview

During 2003/04, the CPI board continued to undertake 

signiÞ cant restructuring of the group as part of a recovery 

process from, what are in hindsight, some poor decisions 

taken in the later part of the 1990Õs. Bernard Cassell, Managing 

Director, CPI Group, is frank that the Group made a serious 

error expanding into a technology driven business (pre-press), 

three years ahead of a technical revolution in that business, but 

the necessary surgery has been undertaken to now restore a 

clean bill of health.  

Changing and redirecting the company so the executives 

and board could recapture both the short and long-term 

destiny of the company has been a protracted and frustrating 

process for management. However, Cassell said the process 

is almost complete, with staff now being refocussed on 

external customer requirements and relationships, rather 

than internal restructuring.

However, even though the company is now in much better 

shape than six months or a year ago, Cassell is aware there are 

a number of external factors which the company canÕt change 

and which will have the potential to delay recovery. He Þ nds no 

comfort in that these issues will largely have the same impact on 

all paper merchants.

Global Trade Out Of Balance

Cassell is concerned global oversupply of most grades 

of paper, especially coated, will continue and possibly 

deteriorate further if China remains in its headlong rush into 

building new capacity. He likens the current China prognosis 

to the situation back in the 1990Õs, when new capacity 

commissioned in South East Asia caused oversupply and 

impacted world prices.

Whilst not doubting that the Chinese economy will continue to 

expand as more and more industry relocates there, Cassell is 

Forward Looking CPI
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was introduced. The Þ rst two Komori long format perfecting 

presses have now been installed and are running very well. 

Cassell is conÞ dent that the Komori will outperform its rivals 

and lead to a recovery in the machinery division. 

Now that the machinery division is equipped with the correct 

products and operating in a market that is placing orders, Cassell 

says the business must perform and be proÞ table. The assets 

attached to the business have been reduced, making it easier to 

be cost effective and adding to the improved performance of CPI.

Boomerang Acquisition

The acquisition of Boomerang in 2003/04, was not a decision 

taken lightly by CPI. It was taken at a time when the CPI Board 

was undertaking a strategic review of current operations and 

expansion was not on the table. However, the acquisition was 

considered very carefully when the proposal was put forward, 

and now the synergies identiÞ ed in the purchase are already 

making a positive impact. 

Cassell believes the forms business is stronger than people give 

it credit for, with the size of the market remaining reasonably 

static rather than declining. Boomerang provides a range of 

product for the production of printed forms using uncoated 

woodfree, carbonless and thermal grades. The purchase of 

Boomerang from the receivers, appointed by the Þ nanciers, 

involved some Þ xed assets, stock and the client list.

The Boomerang cost base has been restructured, with 

the Qld and WA operations moving in with CPIÕs existing 

operations in those states. In Victoria the operations are 

still in separate locations, but the IT systems have been 

integrated across all business areas.

Sale of Sydney Asset

As part of the restructuring of the business and cost base, 

Cassell has also divested the CPI Group of the Wetherill Park 

warehouse in Sydney. In hindsight he can see the ß aw in 

the logic that led to the construction of the automated high 

rise facility, given the number of pallets stored on the site. 

Such systems however only really pay for themselves when 

the stock is turned over 2 - 3 times per week. A Þ gure that 

a predominantly imported paper distributor can only dream 

about. In addition, the restructuring that had occurred had 

reduced the overall space requirements considerably. 

However, Australia Post has purchased CPIÕs stake in the 

Wetherill Park site. CPI will be moving into a more conventional 

warehouse at Greystaines once construction of the new 

complex is completed.

Looking Forward

When asked about the future Cassell is positive, even though 

he is aware that building market share and relationships will 

require a tremendous amount of hard work and commitment. 

CPI had debt of more than AUD100M only eighteen months 

ago, which now it is down to approximately AUD25M. The debt 

reduction has meant the company has reclaimed control of its 

own destiny and can be focussed on the future and where it 

wants to be in the market.

There has also been some restructuring at the executive 

level, and Cassell is pleased to see that the company now 

has a core of experienced but also relatively young senior 

managers. Going forward these changes will provide stability 

in the relationships with clients, without the loss of experience 

brought about by retirement.

Conclusion

Cassell is frank that CPI has been through a tough experience 

over the last eighteen months, however he now sees the 

future as being promising with hard work and commitment 

being focussed on building external relationships rather than 

internal restructuring.

The challenge will be to build the company at a time when 

not only global paper prices are set to increase but also the 

Australian dollar is above USD0.70c. 

While the restructuring has been painful, and took longer than 

anticipated, Cassell now sees the company as being very much 

in control of its own destiny again. ÒWe are now a leaner, more 

focussed organisation determined to return to our past strengths 

of service and relationships.Ó he says. 
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other products. On the assumption that a cartel, like a tango, 

requires at least two participants, and with the knowledge that 

the only major producers of corrugated container materials in 

Australia are Amcor and Visy, then it would appear from the data 

that, to quote one newspaper columnist, Òif Amcor was running 

a cartel it wasnÕt doing a very good job of it.Ó

Looking at the Producer Price Index (PPI) for selected paper 

products over the last decade shows that the index for 

corrugated containers experienced virtually no movement 

between JQÕ94 and JQÕ99.

During the same period the PPI for All Manufacturing rose by 

approximately 6%. However, in 2000 there was the Y2K scare 

which increased demand for paper, with a ß ow on impact for 

pulp demand to some extent, the introduction of the GST in July, 

which certainly increased most prices, and the Olympic Games 

generating a temporary boost to economic activity. As a result, the 

All Manufacturing PPI rose by 13% between JQÕ99 and JQÕ01 but 

the PPI for Corrugated Containers, at 7%, only increased by just 

over half that. Over the longer period between JQÕ99 and DQÕ04, 

the PPI for All Manufacturing has risen at an average rate of 0.9% 

per quarter, in comparison the average PPI increase for corrugated 

containers has been at a lower rate of 0.7% per quarter.

From an international perspective, the Australian trend for indexed 

price movements for corrugated containers has been reasonably 

close to the ß atter trend for France, Japan and New Zealand.

Sources: Australia – ABS; Germany - Statistisches Bundesamt 

Deutschland; Japan - Research Division, Japan Paper Association; 

South Africa - Statistics South Africa; UK - Of�  ce of National Statistics 

UK; USA - US Department of Labor Statistics; France - L’Insee Bulletin 

Mensuel de Statistiques, Paris; New Zealand - New Zealand Department 

of Statistics (Te Tari Tatau).
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continued from Page 2...Colluding Conclusion...

International Price Indexes of Corrugated Paper Products: 

JQÕ94-DQÕ04 (Index Base JQÕ94=100)

In comparison to Australia the equivalent indexes for the UK, 

Germany and the USA have been more volatile with a longer 

term positive trend up.

In Australia, the proportional change in the indexed average 

prices for corrugating materials (box inputs) has been less than 

the increases in CPI, affecting a decline in real prices.

HEYWOOD PULPMILL

Timbercorp and Infrastructure Project Group (IPG), made a joint 

announcement in late December 2004, that planning for a chemi-

thermomechanical (CTMP) pulpmill to be located at Heywood in 

western Victoria, would commence. IPG is the proponent of the 

Swanbank paper mill at Ipswich in Queensland.

Data for the mill provided in the announcements by the two 

companies state that the plan is for the pulpmill to produce 350 

ktpa of air-dried hardwood pulp, process 750 ktpa of green 

timber from local plantations and employ 50 people in the mill 

directly and several hundred indirectly.

There is no doubt that Timbercorp does have a signiÞ cant 

resource of plantation hardwood timber in the region, which 

was planted at an early stage in the business development of 

the company as a manager of plantation investment schemes. 

The resource identiÞ ed for the potential supply of Þ bre to the 

mill is on the fringe of an area referred to as the Green Triangle, 

which is predominately softwood, but does have an increasing 

number of pockets of hardwood plantations in various stages of 

growth. As a consequence, if the Heywood CTMP pulpmill was 

to eventuate then the market it would create for Þ bre would be a 

Þ llip to the investors in the local plantations, who may otherwise 

be stretched to Þ nd a viable market for their wood.

The market identiÞ ed for the CTMP is not clear, however, the 

announcement by Timbercorp does state that CTMP is used 

to Ômanufacture soft and absorbent tissues, box board and 

coated Þ ne paper among other thingsÕ. For CTMP to be suitable 

for the manufacture of these paper grades would necessitate 

bleaching, so in essence the term should be BCTMP.

The closest mill producing soft and absorbent tissues is the 

Kimberly-Clark Australia (KCA) mill at Millicent in South Australia. 

However, this mill has produced its own TMP for a long period, 

which is from softwood and is used to provide strength to paper 

towel. Since KCA continually works on raising the quality of its 

products to compete at the high end of the market, IndustryEdge 

expects the only possible interest in using hardwood BCTMP 

would be in providing softness in facial and toilet tissues.

The other major tissue manufacturer in southeast Australia 

is SCA, located at Box Hill in Melbourne. However, the SCA 

CTMP mill is located at Kawerau in New Zealand, which in 
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turn supplies the SCA Melbourne manufacturing plant. It 

should be noted though, there is a global trend by tissue 

manufacturers to move away from the 1980Õs corporate model 

of vertical integration, with companies such as Kimberly-Clark 

and Procter & Gamble selling forests and plantations, and 

increasingly pulping facilities as well.

The other potential end users identiÞ ed for BCTMP, being box board 

and coated Þ ne paper manufacturing, either are, or may, be located 

in south east Queensland. The Amcor box plant at Petrie, and the 

possible Swanbank paper mill at Ipswich are the obvious contenders 

for the potential use of BCTMP. However, unfortunately the tyranny 

of distance is a factor the project planners will need to address. 

The Swanbank paper mill has received approval from the 

Queensland government for the production of 400 ktpa of coated 

paper. Working backwards from the capacity Þ gure, and using 

120 gsm as an average basis weight, then with an estimated 15 gsm 

of coating on each side, plus Þ ller in the sheet, it could be estimated 

the blend of BCTMP with chemical pulps could be up to 10% of the 

Þ nal product, which leads us to estimate the demand for BCTMP by 

the Swanbank mill could be expected to be a maximum of 40 ktpa.

Using the estimates of market structure above, then the Heywood 

BCTMP mill would need to to export the majority of its output, 

with one likely destination being into Þ bre-deÞ cient China.

IndustryEdge has discussed the above calculations with John 

Roche, Director, Infrastructure Project Group. Roche conÞ rms 

that the Heywood pulpmill will be export-focused, and that he has 

two offers on his desk from European BCTMP buyers for a 100% 

off take from the mill. IPG has lodged a request for the criteria for 

a study to produce an Environmental Effects Statement with the 

Victorian Department of Sustainability and Environment, and has 

appointed GHD to undertake the work. Roche told IndustryEdge 

Andritz will be doing the process engineering for the project.

The advantage of building the BCTMP mill in Australia, according 

Roche, is the abundant supply of hardwood plantations and the 

relatively low cost of energy compared to Europe.

AFP MANAGEMENT STRUCTURE

In September 2004, a new organisational structure for Amcor 

Australasia was announced involving a reduction in the number 

of operating Divisions from six to four. The new structure was 

effective from 1st October 2004, with Darryl Roberts appointed 

to the position of Group General Manager of the Fibre Packaging 

Division and Malcolm Shield appointed as Group General 

Manager Paper & Board Division.

The new Fibre Packaging Division comprises the Australian and 

New Zealand corrugated box business, Folding Cartons and 

Specialty Boards. The new Paper & Board Division is comprised 

of the three recycled paper mills (Botany, Spearwood and 

FairÞ eld), Petrie Cartonboard Mill and Recycling.

On 7th December 2004, Darryl Roberts was appointed Acting 

Managing Director Amcor Australasia, following the resignation 

of Peter Sutton. In addition, the following changes and senior 

leadership appointments have been made within the Fibre 

Packaging Division.

Since 17th January 2005, the businesses has been restructured 

into three distinct areas, with the following staff reporting directly 

to Darryl Roberts in his interim role of Acting Managing Director, 

Amcor Australasia:

Andrew Vanstone  General Manager, Folding Cartons,  

 Australia and NZ

Peter McElroy   General Manager, Amcor Kiwi   

 Packaging, NZ  

Mel Miles  Acting Group General Manager,  

 Australia Fibre Packaging Division 

Miles was appointed on a six-month contract from 10th January 

2005, and was a former senior executive with Fosters, and prior 

to that spent a brief period with Visy.

From 1st February the Australian Fibre Packaging Division was 

restructured into regional business units, supported by the 

existing central corporate team. The following senior managers 

are reporting directly to Miles:

David Manser National Business Manager, Specialty 

(interim)

Graham Anderson General Manager Sales and Marketing 

David Beynon General Manager, New South Wales

Sonny Coleiro General Manager, Victoria & Tasmania

Matthew McGowan General Manager, South Australia,  

 Western Australia & Northern Territory 

TBA General Manager, Queensland. This  

 role will be advertised internally and  

 externally in the near future.

As a result of Sonny ColeiroÕs transfer to Fibre Packaging, Tim 

Rose has been appointed to GM FairÞ eld Mill and Ming Leung 

(also brieß y with Visy previously), currently at Petrie will assume 

TimÕs role as GM Spearwood Mill.  These changes took effect 

from 1st February 2005.

Appointments to the positions of Chief Executive OfÞ cer Amcor 

Limited and Managing Director Amcor Australasia are expected 

to be made in the Þ rst half of 2005.
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The AUD ended 2004 at much the same level as it started, just above 

USD0.78c. Most major currencies have remained strong against the USD 

since the end of November, approximately the time of the US election. The 

South Korean won has continued to increase in value against the USD, while 

the Canadian dollar and the Euro, while still strong have eased slightly.
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Reporting for World-19 Shipments, Inventories and Production of pulp 

are still under consideration. The last month for which data for all three 

components is available is November, with December data only available 

for Shipments (3.558 Mt). Inventories are now recorded in days of supply 

rather than tonnes, with the Þ gure for December being 31 days.

Source: Uni of BC Source: Pulpwatch & IndustryEdge estimates

UPDATE ON CARTONBOARD DUMPING INVESTIGATION

Amcor Cartonboard requested the Australian Customs 

Service (Customs) to investigate alleged dumping of greyback 

cartonboard exported to Australia from the Republic of Korea.

AmcorÕs submission to Customs was submitted in late December, and 

claims greyback cartonboard is being exported to Australia at prices 

less than normal value and that the resultant dumping has caused 

material injury to the Australian industry through price undercutting, 

price depression, price suppression, lost proÞ t & proÞ tability, reduced 

return on investment and reduced employment.

Customs is undertaking the investigation, with a statement of 

essential facts originally being scheduled for placement on public 

record in early April 2005, setting out the material Þ ndings of fact 

on which Customs intends to base its recommendation to the 

Minister. However, the two Korean exporters, Hansol and Daehan, 

have requested an extension of two weeks for the investigation 

and responses, since it was initially the Christmas New Year break 

in Australia, and now it is the Chinese Lunar New Year festivities in 

Korea. IndustryEdge understands the extension has been granted.

Customs have completed the audit of Þ gures supplied by 

Amcor Petrie and visited Australian importers of cartonboard. 

IndustryEdge expects Customs will visit Korea at the end of 

February to complete their investigation there.

ALBURY NEWSPRINT UPGRADE

Work on upgrading the Norske Skog newsprint machine at 

Albury to 265 ktpa is on schedule. Detailed engineering work for 

the TMP plant, wastewater treatment and papermachine are all at 

least 50% complete. Construction has started on the foundations 

for the new Medium Consistency tower and Winder Annexe.

Pouring concrete for the new foundations

Source: Norske Skog
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Kraftliner Testliner Recycled Fluting

The pulp and services upgrade, plus the new Winder installation, will 

be completed by the end of 2005. The paper machine rebuild will be 

completed during a 28-day shut scheduled for February 2006.

 Source: ABS

The long-term outlook for newsprint prices appears to be more 

positive. In the USA, newsprint prices are set to rise by USD35/t 

from the 1st March, with producers of a least 75% of North American 

capacity behind the increase. Since 1999, capacity in the USA has 
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NewsprintLWCCWF ReelsA4 B-grade copy paper

PIX Packaging Indexes: 7 Jan Ô04 - 7 Feb Ô05 PIX Paper Indexes: 7 Jan Ô04 - 7 Feb Ô05

After rising during the last quarter of 2004, the European benchmark prices 

for Kraftliner and Testliner where ß at in January and increased by 0.8% and 

0.4% respectively. During 2004, the European kraftliner benchmark rose by 

5.4%. The benchmark for recycled ß uting has been unable to stay above 

EUR320/t since it Þ nished a slight rally in November 2004.

European benchmark prices for CWF Reels and LWC are both showing a 

more positive trend since the start of 2005, rising by EUR18.19/t (2.7%) 

and EUR9.52/t  (1.3%) respectively since 4th Jan Ô05. The benchmark 

price for A4 B-grade copy paper managed a small rise of 0.2% in the 

Þ rst week of February. Newsprint benchmark up by 1% since January.

Source: FOEX Source: FOEX

fallen by 13%, however, consumption of newsprint has dropped 

by 15%. From the charts it can be seen newsprint consumption in 

Australasia has been more robust.

Source: NZ DoS, MAF & IndustryEdge estimates

The recent strength of the Canadian dollar has eroded price 

increases achieved by Canadian producers over the last two 

years. As a consequence there is need for the Canadian 

producers to push through proposed price rises for US 

customers. While this is not expected to impact the newsprint 

19
95

19
96

19
97

19
98

19
99

20
00

20
01

20
02

20
03

20
04

-200

0

200

400

600

800

1000

kt

Y/E June

Production

Exports

Imports

App Cons

Australian Newsprint Consumption: 1994/95 - 2003/04 (kt) New Zealand Newsprint Consumption: 1994/95 - 2003/04 (kt)

19
95

19
96

19
97

19
98

19
99

20
00

20
01

20
02

20
03

20
04

-300

-200

-100

0

100

200

300

400

kt

Y/E March

Production

Exports

Imports

App Cons



10Page 

M
Q'95

DQ'95

SQ'96
JQ

'97

M
Q'98

DQ'98

SQ'99
JQ

'00

M
Q'01

DQ'01

SQ'02
JQ

'03

M
Q'04

DQ'04
0

5

10

15

20

25

30

35

40

45

kt

Quarter

Other Sheets (C2S)

Magazine Sheets (C2S)

Other Sheets (C1S)

Label Sheets (C1S)

M
Q'95

DQ'95

SQ'96
JQ

'97

M
Q'98

DQ'98

SQ'99
JQ

'00

M
Q'01

DQ'01

SQ
'02

JQ
'03

M
Q'04

DQ'04
0

5

10

15

20

25

kt

Quarter

Label Reels (C1S)

Other Reels (C1S)

Magazine Reels (C2S)

Other Reels (C2S)

Imports of CWF Sheets < 150 gsm by Grade: SQÕ94 - DQÕ04 Imports of CWF Reels < 150 gsm by Grade: SQÕ94 - DQÕ04

Imports of CWF Sheets <150 gsm almost doubled in SQÕ04 to reach 

35.1 kt, then rose further to be 38.3 kt for DQÕ04. Shipments of 

Magazine Sheets (C2S) are consistently close to 1.5 kt a quarter. For 

the decade since DQÕ94, imports of Other Sheets (C2S) have risen at 

an average rate of 1.2% per quarter.

Magazine Reels <150 gsm (C2S) shipments have ß uctuated between 6 kt 

and 8 kt for most quarters during the last decade, however, in DQÕ04, the 

level of imports reached 10.0 kt, the second highest since SQÕ94. Total 

imports of CWF Reels <150 gsm reached 14.1 kt in DQÕ04, the highest 

level since the decline in the level of Other Reels (C2S) in DQÕ00.

Source: ABS Source: ABS

The reason for the MoodyÕs review is concern that SCAÕs 

operating margin has fallen from 11.5% in 2001, 10.3% in 2002, 

9.1% in 2003 and now 6.3% in 2004. In addition, MoodyÕs has 

stated it is looking at the increase in SCAÕs cash ß ow leverage, 

principally caused by the strategy to acquire greater diversity in 

product range and geographic locations.

In early 2004, SCA acquired the CHH Tissue business, 

giving the company full ownership of manufacturing facilities 

in Australasia, as well as buying out CHHÕs share of the joint 

venture Sancella. However, the domestic tissue market in both 

countries is very competitive, with the small number of major 

retail chains having signiÞ cant power in setting prices. SCA 

would have been well versed in the tissue market structure in 

Australasia before acquiring the CHH Tissue business, and has 

worked to remove inefÞ cient and under utilised capacity in the 

second half of 2004.

With MoodyÕs concern about the rate of expansion by SCA 

through acquisitions, it is not likely SCA will undertake any major 

developments in this region in the near future.

IndustryEdge understands that K-CA TM5 at Millicent is still not 

running at full capacity, while ABC Tissue is still driving its converting 

operations hard, but there is no sign of the arrival of the new tissue 

machine ordered from A Celli Paper in June 2004, as part of its 

AUD65M project to locate a tissue machine in Sydney.

contract price in Australia in the short-term, the formula to set 

the local price has a lag factor based on recent, rather than 

current, US prices. However, the strength of the Australian 

dollar has had a negative impact on local sales.

In Europe, newsprint producers are seeking at least a 10% 

increase in 2005, however, not unexpectedly there is strong 

resistance from buyers.

PAPERMILL  IN QUEENSLAND GOES BANANAS

On 15th March 2005, it is proposed Papyrus Australia Ltd will 

be ß oated on the ASX. Issue price will be AUD0.20c a share, 

with AUD4M capital to be raised. Papyrus Australia plans to 

commercialise the process of converting waste banana plant 

Þ bre into paper. The research work has been undertaken at 

Adelaide University, with the proposed banana based papermill 

being located in Queensland.

Since modern pulp and/or paper mills would be expected 

to cost at least between AUD500M and AUD1 bn, a capital 

investment of AUD4M may be slightly on the lean side.

SCA EXPANSION UNDER REVIEW

MoodyÕs has announced it is placing SCAÕs A3 Senior Unsecured 

Debt rating under review for a possible downgrade. The P-2 

Short Term Issuer rating will be left unchanged.
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Imports of CWF Reel & Sheets > 150 gsm: SQÕ94 - DQÕ04 CWF Quantity vs Price: SQÕ94 - DQÕ04

The average growth rate for CWF Reels & Sheets >150 gsm since DQÕ94 

is 1.4% per quarter, with all the growth being accounted for by Sheets 

>150 gsm. In DQÕ04, shipments of CWF Reels and Sheets >150 gsm 

reached 30.9 kt, the next highest level after 33.3 kt in MQÕ04. For calendar 

2004, the level of total CWF imports attained a new record at 86.1 kt.

CWF trade weighted average price reached a peak of AUDFob1 567/t in 

SQÕ01, however, in DQÕ04 the TWA was down to AUD1 145/t, a fall in 

average import price of 27%. During the same period the level of imports 

has doubled to go above 90 kt in DQÕ04 for the Þ rst time. The small price 

recover in the Þ rst half of 2004, was lost in the second half of the year.

Source: ABS Source: ABS

CHH IN FINAL STAGES OF WADEPACK ACQUISITION

CHH has achieved the necessary regulatory and stockholder 

approvals to complete its acquisition of Wadepack. The price 

accepted by Wadepack shareholders was AUD2.70 a share. 

Mr Ashod Nassibian, the Managing Director of Wadepack, has 

agreed to be part of the CHH management team running packaging 

businesses in Australia. Expectations are that he will continue to run 

the Wadepack operations as a separate business for while, and will 

assist in the integration of the two companies during 2005.  

KRAFTLINER EXPORTS

Exports of kraftliner appear to have peaked in JQÕ04 at 68.1 kt, 

falling to 46.3 kt in DQÕ04.

The most signiÞ cant change has been the decline in 

shipments to China, down from 26.9 kt for JQÕ04 to 15.1 kt 

for DQÕ04. Over the same period, exports to New Zealand 

were down 4 kt and to the Philippines by 5 kt. Shipments 

to Other countries has remained consistent at approximately 

13 kt for each quarter.

There will be a quantity of kraftliner shipped from PM4 to 

AmcorÕs box operations in New Zealand, as well it is likely 

Amcor will be sending a quantity (approximately 3 kt a quarter) 

to Malaysia. However, the majority of the exports will be 

shipped from the Visy mill at Tumut, especially those directed 

at the Chinese market.

Source: ABS

Since the level of production at Tumut has remained just above 

300 ktpa, the additional kraftliner not being exported will now be 

directed into the domestic market. While Visy has increased its 

share of the corrugated container market to more than 50% over 

the last two years, the additional kraftliner into the local market 

is likely to improve the quality of the Visy material, making the 

market more competitive on a performance basis.
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Pulp & Paper Market Edge February 2005

Grade SpeciÞ cation Weight Form Monthly Prices 12 months

(gsm) Current Previous ago

Printing & Communication

Newsprint Norske Skog Announced Price 45 Reels $ 945 $ 945 $1 010

Uncoated Mechanicals
S/C Mech Offset (Sweden) 56 Reels $1 210 $1 210 $1 125

Norske Skog Norstar 52 Reels $1 087 $1 055 $1 100

Coated Mechanicals

LWC (Finland) 54 Reels $1 590 $1 500 $1 580

LWC (Finland) 65 Reels $1 640 $1 550 $1 580

MWC (Finland) 80 Reels $1 590 $1 500 $1 650

Local Acclaim Lick-coated Offset 54 - 60 Reels $1 450 $1 450 $1 380

Coated Woodfree

2/S A2 Art (Local, ß agged) 100 Reels $1 760 $1 760 $1 680

Ditto (Europe/Japan) 100 Reels $1 760 $1 750 $1 680

Ditto (Korea/Indonesian) 100 Reels $1 710 $1 710 $1 615

2/S A2 Art (Local, ß agged) 150 Sheets $1 890 $1 875 $1 800

Ditto (Europe/Japan) 150 Sheets $1 890 $1 875 $1 800

Ditto (Korea/Indonesian) 150 Sheets $1 840 $1 830 $1 730

Uncoated Woodfree

Local 80 Reels $1 770 $1 770 $1 700

Asian/Brazil Offset equivalent 80 Reels $1 770 $1 770 $1 700

Local 80 Sheets $1 880 $1 880 $1 770

Asian/Brazil Offset equivalent 80 Sheets $1 880 $1 880 $1 760

Copypaper

Reß ex (Premium) 80 A4 $2 180 $2 180 $2 120

Local 80 A4 $1 870 $1 870 $1 870

Indonesian 80 A4 $1 905 $1 905 $1 920

Recycled 80 A4 $2 010 $2 010 $2 040

Packaging Grades

Coated Cartonboard

1/S Solid Bleach Board (USA) 350um+ Reels $1 600 $1 600 $1 698

Local (Artcote White) 400um+ Reels $1 712 $1 712 $1 712

Local (Artcote Grey) 400um+ Reels $1 369 $1 369 $1 419

Local (Eco-cote) 400um+ Reels $1 311 $1 311 $1 311

Pearl Kote¨ Ctd Kft Back 356um+ Reels $1 340 $1 340 $1 500

Pearl Kote¨ Ctd Kft Back 457um+ Reels $1 325 $1 325 $1 480

Aqua Kote¨ Ctd Kft Back 508um+ Reels $1 475 $1 505 $1 605

Container Materials

Kraftliner 200 Reels $ 902 $ 898  $869

Testliner 150 Reels $ 780 $ 780 $ 753

Unbleached Kraftliner (US East) 42 lb Reels USD $443 USD $443 USD $335

Semi-chemical Medium (US East) 26 lb Reels USD $413 USD $413 USD $290

Sack kraft
Semi extensible 70/80 Reels $1 310 $1 320 $1 375

Flat Sack Brown 80 Reels $1 255 $1 265 $1 320

Fibre Resource

Wastepaper

ONP - No 8 De-inking Australia into Asia $ 145 $ 140 $ 130

ONP - No 8 De-inking USA  into Asia USD $143 USD $145 USD $140

ONP - No 8 De-inking Japan into Asia USD $140 USD $130 USD $127

ONP - No 8 De-inking Europe into Asia USD $133 USD $127 USD $120

Pulp
NBSK Landed Bales USD $620 USD $600 USD $570

Bleached Eucalypt Landed Bales USD $540 USD $520 USD $530


