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Key take away messages

t=ERE KRBT R A REERBIEWEZT N NA containerboard has declined due

to trade uncertainty and slowing manufacturing.

T2 FESEOCCEKIEKTE  Reduced containerboard production in NA has resulted in
negatlve demand growth for OCC.

feE P EBUFRER R ETHOME, OCCERRAEIGEmERNTERIES As

China moves to zero imports there is pressure on price, quality and movement of OCC/Mixed Paper.

fEZ MR EPEERKER EAHNPERIBEZROCCERKEF  substituting recycled

pulp for OCC in China is resulting in increased demand for OCC in other regions.

BEEILARS A4 9 IRERI S B~ sefkIBNRT, OCCHLEInNTE FT/ESD occ

prices will remain low until new RF based capacity consistently improves demand.

W

NUMERA

ANALYTICS



1t=rakmhinRI

NA Containerboard Market Review
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NA containerboard demand has fallen in 2019

NA containerboard demand
Millions of MT, Seasonally Adjusted

2018: +1.5%
8m-2019: -3.4%

Source: Numera Analytics; AF&PA
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US-China trade dispute burdening manufacturing

KX BRZFEL SN Tariffs are

negatively affecting trade.

- BABCRMEES EIREEIE T

Uncertainty related to trade policy is causing

the postponement of business investments. > \j ‘e mnn...n"f e/
. . . oty ¢ I
L el Sl B L&

- KR TESENISMEREFZRATT kA4S I -
B%ﬁ Reduced business investment is damaging the ...“-:::““"'llllllln
demand for machinery and equipment (capital D
goods).

* %Uﬁﬂ%ﬂz?%ﬁﬁiﬂ Manufacturing is

also struggling due to weaker trade.

Photo: South China Morning Post

NUMERA

ANALYTICS



EEHEWENTMTEE (RWEEAEE)

US manufacturing sector is now showing contraction
Purchasing Manager’s Index

Diffusion Index
65
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Source: Institute of Supply Management
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Destocking at retailers likely contributing factor
US wholesalers and retailers I/S ratios

v
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Source: Numera Analytics; FBA
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Boxplant destocking another drag on containerboard
NA boxplant inventories

in days of supply
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Sharp decrease in exports also weighing on shipments

NA containerboard exports
000s of MT, Seasonally Adjusted
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Source: Numera Analytics; US customs
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What does this mean for OCC?
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In H1-19, consumption of OCC in NA dropped 4.2%
NA consumption of OCC
Millions of MT
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At the same time China’s OCC demand fell 18%
NA OCC exports to China
Millions of MT
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Historically, China’s demand kept export prices high

Price of OCC
Constant US$/MT
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China OCC Import Price CIF tr§nd
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Source: PPW & China Customs
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China is no longer the balancing factor the China-US price differential narrowed

Price of OCC
Constant US$/MT
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China OCC Import Price CIF
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Source: PPW & China Customs
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Higher average mill inventories also weighing on price

Price of OCC and OCC inventories at NA Mills
Constant US$/MT and 000s MT
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Source: PPW & China Customs
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NA collection of OCC far outweighs demand
NA collection & consumption of OCC
Millions of MT
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Despite China’s exit, total NA exports of OCC were flat
NA exports of OCC
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China’s cutback created an opportunity for others

H1-2014 H1-2015

Source: Numera Analytics
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NA exports of OCC
Millions of MT
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Similarly, China’s termination of Mixed Paper resulted in opportunistic buying by others

NA exports of Mixed Paper

Millions of MT
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In NA, Mlxed Paper demand grew 2.6% y-0-y

NA consumption of Mixed Paper
Millions of MT
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China continues moving toward zero imports

Imports of RF by China
Millions of MT
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Asian containerboard likely the main beneficiary

China OCC imports China CCM imports by grade
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As well as increased demand for substitutes

Recycled pulp imports to China UKP Imports to China
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Nations producing recycled pulp need OCC from NA
NA exports of OCC
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700
Vietn

600

500 Taiwa
400

300

200

100 Malaysia

0 l I Laos
2015 2016 2017 2018 01-08 2019

Source: Numera Analytics

W

NUMERA

ANALYTICS



o E R E R AR R AR PR Tt

Capacity expansions also taking place around China

04

Ctbd & Recycled Pulp capacity growth, selected countries

2019-2023
Countr SO
y 000 tonnes
Vietnam 1850
Laos 1200
Myanmar 340
South Korea 120 :
: RERABIECERIANERE
Thailand 270 FEEHOEE,
Malaysia 480 The I.ist includes projeqts
considered to be certain
India 140 and excludes projects
. which have not been
Taiwan 200 confirmed.
Indonesia 995
Philippines 220
Total 5815

Source: Numera Analytics
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/J\éé: In summary...

FEEREFHOMNAE, PEHEERCREHOTRERIETE  chinawil
continue to enforce the strictest standards as they progress toward zero imports by 2020.

B BRI A AR Gl E R IEE R/ AR ARTE K, #mAnREIdL
%OCC%XE’JTB% Trade uncertainty and slowing manufacturing is affecting containerboard
demand which has resulted in negative demand growth for OCC in NA.

PEEE T BREIKAEREREN M, OCCHBKEETIFHEMEL
TNEZR As Chinese box producers seek alternatives for fibre, demand for
OCC will shift to other Asian countries; some will switch to other substrates.

AR A A RARETE IR RIS e B B TERE . BEERIBOCCHTS
B EEFE New RF based capacity will help to improve demand but, in the
short to medium term, OCC prices will remain low.

NKEFE, £BSEENRIOCCEKBIMEIHNEBFT#EEE  Long-term

growing global demand for OCC will gradually put upward pressure on prices.
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For further information please contact:

Kelly McNamara

Senior Market Analyst
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E: kmcnamara@numeraanalytics.com
www.numeraanalytics.com



