TU9L1003 Principles of Strategic Management
Examination 156, 2000

Read through the following instructions before starting to do the exam!

You should have three different sections of the examination in front of you:
I. Form for answering to the multiple-choice questions
2. Paper with the multiple-choice questions

3. Case material

Mark your multiple choice answers only to the form provided and be careful to fill in with a
COrmacl manner
o Note that for every right answer you get +1 points, for every blank question you
get +0 points and for every incorrect answer you lose -0,5 points!
Write your answer to the case onto a separale concept paper. You may answer in Finnish,
Swedish or English
After finishing the exam return ALL papers to the supervisors!

Croad luck with the exam!
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The purposs of strategy is o provide:
Direction and scope of an organization over the long-term, which achleves
A advantage for an crganization within a changing environmeant to mest the
needs af markets.
B The strategic direction for an organizafion in the foresseahle fulure.
A set of standards which all employeas in an organization should strive 1o
ataim,
Direction and scope of an organization over the lang-term, which achievas
o advantage In a changing environment through its configuration ef resources
and competences with the aim of fulfiling stakeholder expactations.
Which of the following statements is FALSE
The five forces framework can be used 1o understand the competitive

A dynamics within the industry
B The PESTEL framewark can be used to understard the macro-environment
c Strategic groups can help to identify the indirect compatitars
D Market segments are used to identify different compatitor firms
In relalion lo the PESTEL framework which of the following statemants is correct:
A It assists in lha assessment of organisational strenglhs and weaknesses
B It can be used as a checklist fo understand the dilferent environmeantal
influgnces in the macro envirenment
E: It allows a detailed analysis of the structure of an Industry
C Takes an historical perapsctive on the environmental lactors
Which of the PESTEL amvironmantal influence category types is generally the mest important?
A Paolitical
B Sociocilisral
C Technokagical
(¥ Mone ol he above, because the Importance deperds on the situation
When the supplier power is likely to be high
A Supplier has much better brand than the firm
B Swilching costs from ane supplier to anather is high
c Tha firm has passive strategy
o The enviranmeant is changing

Genaric substifution ogcurs whare products or services compete for disposable income. What is the
best analogy example for genere subslitutes

A Cars vs, potatoss
B Folaloes vs. holidays
o Wideo games ve. education
D Haolidays ve. videos
Sirategic Groups are,
) & group of companies competing in the same industry.
B & group of Strategic Business Units (SBUs).
c Organizations in the same industry with simiar characteristics and following

similar strategies.
o Strategically important product development teams.
What ia the difference betwaen unigue rescurces and core competences?
The first is about the rescunces of the firm - the ather is about the business

A possibilities of the firm

B The first is gabowt the uniguaness of e lirm - the other is about the care
58Uz of the firm
The first is about the resources of the firm - the other is about the activities
of the firm

o The first Iz about the uniquanass of the firm - the other s about the business



rarefity of the firm
8  The value chain attempls 16 identify those activitias which add value primarily fo

A Tha senior strategic managars In the organization
B The ceganization’s sharshcidars

C The customers or final wsars

D The stakeholdars of the target markal

Because the organization has oulsourced part of its activities, it s not sufficient to look only at the
10 organization's internal position to define the customers' perceived value. What is the bast way o
analvze the perceived valua in this siluation?

A Analyze the suppliers

B Analyze e value network

o Anakyze the distributors

¥} Anahyze the value chain

11 What is meant by an activity map?

A It is used to analyze intermnational supply activities

B It is used to analyze strategic capabilies by linking the ditlerent activities of
an grganization

< It i5 used by Google to generata ite Mind maps” function

D It is used to Identify compstitive advamages by mapping the activitles of a
comparty

Benchmarking is used to analyze organizations relative standing. Which of the following is the

» LEAST wseful benchmarking approach?
A Comparing organizations' performance agalinst the bast performance within
the selected topic
o A set of Industry performance indicalors are used to compare prganizations
withén the industry
C Organizalion compares its parfermance in relation o previous years
o An organization compares its perlarmance to its suppliers’ performances
13 The main purposa of carporale gowemance is:
A To maximize sharsholdar valua
B To separate ownership and management control of arganizations and to
make arganizations mare visibly accountable to stakehciders
C To ensure that legislation is complied within the group of stakeholdars
(] To unify ownership and management conirod of organizations
14 Which of the foBowing stakeholder staternants s THUE?
A Stakeholders are sharehalders in key compelilons
g Stakehaoldars are organizations closest individuals i, famiby members of
the sharshcidars
o Stakeholders depand on the organisation to tulfil thalr own goale and on
whom the organisation depend
Stakeholders dominale the strategy developrment procesa inan
o organization, and thair goal |3 to make the organizallon succeed in fls
strategy
15 Source of power within an organization is NOT:
& Higrarchy, e.0. autocralic decision making
B Control of strategic resources, e.g. materials, kabor, maney
G Contro of human emdronment, e.g. negatiating skills
e Possession of knowladge and skills, e.g. computer specialisis
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It is useful to conceive the culture of an organization as consisting four kayers. Which of the
following statements of culture layers is FALSE?

A Behaviors are the day-to-day way in which an organizalion operates.
Values may be easy to identify in an organization, and are oftan written
B cown as stalements about the organization's missions, cbjectives or
stralagies.
c Beligfs are organizations' shibboleths, and thus they are a mix of individual
religicus beliefs
L Taken-for-granted assumpbions are the core of an organization’s culfure
Strategies most often develop in organizations through:
A Formal strategic planning processes
B Through a process of leaming by doing, often known as “logical
incremental®
o Through multiphe processes which vary according to the type of organization
and the context of that crganization
o As the outcome of cultural and political processes in the anganization
Wihat does the stralegy clock framewark describe?
A Ways to enter foredgn markels
B Competitive strategy oplions
L How 1o sustain compelitive advantags
D How fo integrate the supply chain
Which of the following s most free?

The long-term strategic planning ks advantageous in hypercompaitive

A conditions

B The company's abifity 1o sustain a cerain unpredictable appearance in
hypercompetillve corxlilions is essential

c The company should monitor its competitors' actions In hyparcompalitive
miarkets regardless the cost

D The shari-term strategic planning should be eliminatad

Globaltocal dilemma relates 1o...

A the extent to which a company should use foreign employess

B the extant to which company's products and services may be standardized
across national boundaries

c the extant to which company's depariments showld be located outside s
hame couniry's borders

o the extent to which a company should leverage venture capital from foralgn
investors

Caorporate parenting ia concamed with:
The way in which the corporate centre fransfers skills or activilles batwaen

A business units, 0 as to achisve synergies between those business unils.

8 By intervaning in business units, o as to restructure them when they are
performing badly,

c The search for a fit between the skilla of the comporate centre af an
organizalion and the strategies of SBUs, 50 a3 1o add value to those SBELs.

o Froviding central sendces in ardar to reduce the costs required by business

units,
Internal development |s whare:
An arganization develops its airategies by bullding up its own resource basa
An arganization develops its strategies by bullding on its own capabilities
An organization develops its sirategles by buildng up its managemant team
An organization develops its strategles by bullding up its financial strength

Oaw e
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Acquisitions have some comman problems, Which of the following contains the mast complete list

of these problems:

Failure to add value, inability to integrate the new company

Lack of cultural fit, two companiss with different core competancas,

problems wilth stakeholders

The two companies having different core competences, lack of value adding

activities

D Failure to add value, inability to integrate tha naw company, lack of
organizational learming

Metworks differ from joint venturas in that networks:

Are arrangemants whereby two or more arganizations work in collaboration

c

A without formal retationships, where thera is a mutual advantags in doing so

8 Are amengements wheraby two or more organizations work in collaboration
with formal relationships

c Are basad on parsonal retationships

o Are limited 1o e-commernce businesses

The main reason{s) for devolution of decision making isfare......
Taoincraase respansivenass to the changing needs of different customer

A segments

B To place dacision making authority close to the action in fast-moving
markeats rather than force decisions up through slow and remote hierarchies
Where knowledge diffused throughout the organization and top managers

G are foo remote from the sharp-end to undersiand the company's resources
and appariurmties

o Al of these

'Hard' human resource approaches are concerned with:

A Issues of perlormance managament

B Thea most difficult Issuss

G Recruitmant and training

(i} Peoples' behavior

Functional structures ars basad an:
The primary activities of an organization such as production, finance and

A markieting.

B Busingss Linita

C Geographic divisions
(] Praduct divisions

Assessing the suitability of a siralegy concems:
Whether & strategy addresses the circumatances in which an organization is

" oparating
B The relaticnship batween the intended strategy and the polential outcome
c Whether & strategy meets stakehalder expaciations
o Ky resourcs issuas
Which of the following does Mintizberg NOT list as one of the 5 F's of stratagy?
A Position
B Prescription
c Ploy
(] Patterm



Which school of strategy Is most concerned with seeking a fit between the internal resources and

30 the anvironmeani?
A Tha Environmental School
E The Positioning Schocl
C The Design School
D The Configurationsl School
41 Which is MOT a premise of the Positioning School?
A Strategies are generic
5 Managera plays & major role in the process, analyzing data and officially
controlling the cholces
c Sirategies come oul of the process full blown and are then arliculatad and
implementad
() The markeiplace is economic and competitive
32 Which of the following does NOT hold true for the Entrepreneurial Schocd of strategy?
A It is & prescriptive school of strategy
B It sees atrategy as parspective
o Sirategy exists In the mind of the leader
D The process of strategy formulafion is semi-conscious at bast

33 What is the difference between the wings of the Cognitive Schoaol of slralagy?
One sees cognition as the re-creation of the world and the othar sees

A cognition as creation of the world

B One wing tries to undarstand the mindset of the sirategist and the other trles
to understand the emdronment

o Cne sees sirategy formulation as a semi-conscious process at best and the

other sees stralegy as a deliberate

o There are no dillerance
34 What doegs disjointed incrementalizm mean?

A The organization develops through unconnected decisions without a clear
ultimate goal o direction
The arganization develops through decisions thal are directed towards g
goal
Decisions are path dependent and although the organization learns the
lessons depend on previous expariance
Changes come from cumulative interaction of routines
35 Which of the following is NOT a premise of the Learing School?

E

A It iz the collective system that learms not just the leader
B The leaming procesds in an emergent fashion
c The rode of leadarship is one of leaming
o Strategles appear first as patterns, then as plans and ulimataly as
perspecives
36  Why Is organizational politics benaficial?
A It ensures that the people in impaortant posts are democrataly chosen
B It ensuras that the people in impartant posts are the strongest
c It ensures that the people in impaortant posls have lagitimate power
D It ensures that the people in impartant posts share the most common

opindons
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According 1o Barney how can especially culhure acl a5 a source of sustained competitive

adventage?
A Through non-substitutabiily
B Through rarity
c Through casual ambiguity
o Through global comvergence of taste
The population ecology view states that
& Organizations cannot really change
B There Is no limit to the number of crganizations that can prosper in & given
arvironment
C The birth of the ocrganization is when I ks at its weakesl
O The maturity of the organization is when it is at its weakest
Which of the following does NOT hold true for the Configurational School of strategy?
A Each school should be wsed in its cwn ime
8 The key 1o strategic management Is 1o sustain stabdity or adaptable change
mast of the ime
c The successive states of configuration and change gives rise to life cycles of
arganizaions
] Change s mostly adaptatonal
Game theory has become a popular part of the pesitioning school, Game theory examines the
options open to competitors and which of thess they are likely to choose. What is a dominant

strateqy according Game theory regarding firms?

A A strategy that will lead to a situation preffersd by all firms

B A strategy that allows ona firm to dominate the market

C A strategy that provides the firm the best returns in all cases
D A strategy that leads to every lirm being equally well of
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DEPALTMINT OF INDUSTRIAL FRGINEERIEMG AHD MANAGEMENT
IPETITUTE OF STRATINEY AN [NTERMATIC®™IAL BLISEELS

EXAM CASE: Stora Enso in 2009

“We cannot wait for the good times to come back: we owrselves fave fo make the good times... In
the end, the difference between winners and losers in business is often the speed of thelr actions,

meore than ampthing efse "
- Jeuks Karvinen, Stora Enso’s CED, Stesa Enso annoal pepard 2009

The pulp and paper industry has historically been the comerstone of the Finnish economy, but in recent
years the industry has faced difficull times. Many pulp and paper companies worldwide have suffered due
0 the continuous overcapacity in the industry and changes in glabal consumption end production. Doe o
the persistent imbalance of demand and supply in the industry many companies have suffered from wealk
profitability. Also shifting patterns in demend due to digitalization have changed the outlook for the
industry. Without decisive changes and rejuvenation many pulp and paper companies are likely to face
serious challenges also in the future,

The European pulp and paper industry has recently been dismantling overcapacity by shutting down
unprofitable mills. Stora Erso has closed down mills in Baienfurt, Kemijiirv, Summa, and Imatra as well
a5 1 paper machine in Kabel in 2008. The balance of the supply and demand in the industry has improved,
although the recent economic erisis has had a further negative effect on this balance.

The market demand is also shifting from Europe and Morth America to Asia Todey Asia accounts
already for 40 % of the fotal global consumption, whils Europe and North America jointly sccount for
one third. The increase of demand in Asia has also given rise to Asian peper and pulp companies that are
now beginning to enter the European markets. Aslan companies” lower cost base i further deteriorating
the industry margins.

Stora Enso is a global paper, packaging, and forest products company thal produces newsprint and boolk
paper, magazine paper, fine paper, consumer board, industrial packaging, and wood products. Stora Enso
had a very tough year in 2008, After large restructurings in hope of improved margins the COMpaNY was
hit severely by the downturn. Sales decreased as the demand dropped and the operating profit was halved
(Frem 7,3 % to 3,5 %), Stora Enso's cash flow has, however, ramalned healthy and cash reserves are
mire than enough to cover short tarm liabiliges.,

The near term outlook is continuing weakened demand in the first guarter of 2009. Large drops in demand
led 1o large cuts in Stora Enso’s production corresponding to & quarter of its capacity in the previous
year. It has also become increasingly clear that the drop is due to a reduction in the underlying



demand rather than a mere reduction of customers’ stocks, The demand is also estimated to
remain weak in all the group's product categories and clearly lower than in 2008 until the
economic environment starts again recovering. Prices are, however, estimated to remain stable
for publishing paper, increase slightly for fine paper, and remain under tight price pressure in
‘gonnection with board, packaging, and wood products, The demand in all the emerging markets
iz estimated to remain weal, At the same thme, the downtumn glso affects input costs.

Your task I3 to analyze the current strategic situation from Stora Enso's point of view. Utilize the peer
company UPM Kymmene's information to gain additionsl insights into the industry, as well a3 in order to
understand Store Enso's situation more desply. Your task is to concentrate an the economic downturn,
provide 2 portfolio analysis, and strategles for Stora Enso for the future. Answer the following questions:

1. Ermvironment — Industry analysis
#  How has the downtum affected the industny?

#  What is the nature of compsfition in the industry now in the short term?
(1t is uzeful here to apply a structured epproach to analyzing the industry)

#  What are the industry trends possibly contribuling alse to the loager teem future?

2. Stora Enso's businesses
s Which business units are vital to the organization now and in the future?
+  Based on the materdal, what are the key capabilities and resources of Stora Enso?

#  What are its main determinants of competitive advantage?

3, Stratezic actions
# How should Stora Enso respond {0 the downlurn?
¢  Which areas should the company focus on? Or should they?
#  Where and how should the company pursue growth in the longer term?

« What could be the longer term vision of the company?

The following pages include information on Stora Enso, its peer company UPM-Kymmene, and the
industry. The material is only for your reference, and i is nof obligatory to wse everything in the meaterial.
To be efficient with it, it may be wise to first browse it through fast in order to see what kind of
information i available. Then you should choose which areas are the most eritical from the perspective of




vour analysis and concentrate on them. (One purpose of this case assignment is to find and leamn to
concentrate on the most important critical information.)

Organize your answer under the three above given topics and try to answer all the questions, It is not
required for you to write an essay answer. Your analyses and an even a bullet point explanation of your
logic of reasening are sufficient. For example, if you are using an analysis framework you can use it to
structure your answer. The most important thing is that you state your analyses and reasoning clearly so
that we understand and can follow them,
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Stora Enso

¢ CEO Letter
¢ Excerpts [rom the 2008 annual report



An extraordinary year

meassage o sheehoidas | aur promise

Stara Enso's CED Jouko Kandnen and CRO Merkus Rauramo discuss the resuits for 2008,
the company's future dirsction, the launch of the values, vislon and mission, restructuring,

and the prospects for 2000,

Year 2006 results and challenges
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o arployans end sharshakdeds and sy et alhaugh we have
ateguandad the compary in lhis eximordinary siuation, ang
cariiui i oo 20, we have maryy things 50 10 do, and this process
will nat be easy or popular it many peopie® minds. Thams & ng
e walling kor beber Smes 1o come, 85 we bave in fha past, wil
maan oriy gieater damage end desper cus iiler on Timea 1 not on
uf g,

Hlavivs: We have bacoma belter af mensging our podilclo and
taxing cana of our peopiawng taoe e impact of capacity culs, oyt

values

vea b B0 conlinue to fird Srther Sasdbiiy In tha way we wark ang
T uF Eaels &l evary ksl of the campary:. On the people Sice,
in dervmiopment, robalion 874 lrsining, | ask fret masall and then our
PR, “WNET CAN WU g0 inyaur ol io cope with e new reeliy
that wama Somrpeing wihi®

M i, e noed I b3 laster ihan ever In getling ings done
&nd, mors imporiantly, cieciding wihal we shoukd do st sl Wa st
talk ang argue Ssout foo marny things - and hal is where Bma B
a4

This year i probabiy poing 12 ba ong of the most Inlarssting and
cheferging waars of my long bieiness He = and yours oo, Marhus.
e el v 1 fird st vy Lo woorks with cur steteholters, Trom
englolaas b0 unkang o sociefy, to dismantis e merkaily of We
Harg Alays Dane Things Cur Wiy Wien we ask, "Can'twa do it
Uiz wery™, peapie naed by Shop Saving, T, na, no wa hove shasys
don if that way, and we can'l change bacauss ol 1his ar Eal
masn”

Maviis: | Ihink Bal is absolulely ight. 'We Fene ihe capablibes i
magl our frandal fonpeds, bul 1 succesd wa have 12 budd mons
fecaibiily ingo the whale compansy - Sedsiity in e way of werking,
of capital and agssls, of supplies, of sietegy. Fledbily has an
upEids tar aur peogk. | canl guareniae eryone's job, bl my
CEmmilinen Lo my own pEoabs b the every day you come 19wk
o wall leem morg, Incradse wour valus, Becoma mone emplovabie
and bezome more valusble b yoursall, We compale in a
compsdilie ghotal st from Ihe sakas tonce bo lhe mills, eweny
para faces this,
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messson o shanokles | our promise

Today we as a
company, people
and planet face new
challenges never
before seen. The
world needs a new
approach to materials.

our vislon

Jautie: | hops our people Gan stcdag] thal e S| hings vea did
In 2007 angd 2006 vere misson critiza, Fwe bed weried wrdl 2000
wi woud not hae biean abla o de tham, and &5 yaar wa would
ez Fezd P reEe2on B 1k aboul amydning clhar than gatiing cur
Fraads akaows waler,

fdarkus: Thal is exacty why it is o abschrely vild o peolecl Sur
cash fow and inalarcs sheal In 2008 too,

Jaukg Thats 8 good Tought. A3 | have Said bedoea publicly, 004
bagan thrae monlls asrly lor us i Octobss 2008 whan we
saleguanded our cash fiow and ool our Freenlanias down, 'We ang
ot poing bo spendt aur Bma talking aboul 13% ROCE iy year. The
mesREga for 2008 i thal wa wil mardmisa our cash fow and protect
i qualily by auelbng yolamas rafar thal prce, winich wa have
starled bo do larly suctessiby gncs Oclober, We will alsa aul
capital apandiues, fom a 2008 plan a year aga of EUIR S350 mifion
1o & actual 2008 of EUR TO0 miicn, 81 1ha way o a 2005 plan of
EUJR 530 milan, of wakch the clear majordy Fa2 1o come Iram
further neduciion of imseriaries Tal aad o vaioa - thal 15 now Tha
task for ug

ol ey Intiatien wil e cult by 705 Ratne wa wil make certain
rreagimanta al Tul goeed and reachedule olhens — or Canda! tham,
bkt oy i thene bs no rebuen i he new resity we tsoa. Cur priorities
arg ihi game a5 they wena In Supust: wa won't changa sirmegy
Eesszemi ez of s inancizl jurmcel, gthough wa wil reschedula soma
praecis.



nlszushon | our promise

Koy figuras Share informalien

Certinuing cperbicns 2068 | Eoo7 Cendisiiing aperationg ~2008 | 2007
Eaiea, ELIR millien: THaRE | 118465 Eamingsignarg g, WAL ELR l.‘.l.'ﬁ‘:' rl-"t
Coeplirg profbions el NA and fal | Eamngadsina-e ELIRN Rl ] [ETe i}
“wibpbn”, ELR mision dEga ! BEL Cash etningsshoe ool WAL BJR Q56 | 154
Opealing prodbilcss FFREL ELA miisa JERE 1 1TEE Cash sattingaishars, ELFH osd @ 185
Prof before: e el AL EUR mition 1WE T Rl Talal operations :

Frcet e tite, LR millon 8336 | 202  EsmingeShas ecl ML ELA om | oms
Pl profk et IFY, ELH mlion R | fera Esmingsiam, ELR 0mE : og
st o, ELE millicn TR T Dhésherd s cestib tionyshar, EUR st | oS
Copal seperyilues, ELE sdion 47 TERA Eruitweramn ELIR TR : BE)
Palr ory apial emploved ROCE), Payout o, % 05 | ]
sl 1L, % a4 na Marks| capiteksaion. 31 December, BLR b &4 | a1
ROCE, i, MR aned ek vatusdiona, 5 4.1 aE ﬁmmmmmmummmc;;.m,_
Ffv on eodly [ROSP. 5 A0 | 25 TR DML el watuicr of Bioiogicl ames oy el 13 s pacistedl
Durisuity e TR L gap o SeeeeEsmme

Cetrwariess of paper ond baand, 1 003 tonnes weds ; 124av e ——

Diefremrios of comuganst packaging. milln nf 1aGm o 1o Wl hne-mgusing e

Dakwiries of wind peaducis, | 000 P BUE3 ° R3&

#Astrege numiber of empioyoo aAFs; M 'l_-:?_i’

Earnings and distribution per share Bales and oparating prodi

1ol operidicras sarl RS

ELA EUR

® Enmings. par sham:

& [lubsterd e s

8 Bosed's propceal for destrinulion of Linds
— Cagh eamings (e shera

Mumbar of ermployess by country 2008"

v Pl 333
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@ Gamary 10%%
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Cifar counines 155
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QR pramise | Dusiness Beas i bied

Newsprint and Book Paper

Ehora Ensg Mewsprinl and Biook Paper procuces newspint and diaciany and bock papar, primarly or publishas and prinling
oo, Durrm:q:-ﬂmcmmmaamwgwimﬂaﬂmnimmwpmmrﬂmm;mmmm
pasper for sports and businees eeclians and supplaments, Cluf bk and diraciany peper isnge includes papar for herdback
andd paperback books, waphons drecionas and imelsbies,

Magazine Paper

At Etora Engo Magazing Faper we offer a wide mnge of peper kor magasinas and aoarising, Pubiishers, printing housss and
relalars use cur uneoaled magazing pager ki pencdicals ang adverlising materals sueh a5 nserls and g, &5 well as
mass-Siciiation TV magazings and cafzogues. Specalist and general ineres! magasinas e signfcant eusieeman of our
o matl, sl and ginasy magazne paser, which our cusiomers slso wie for lems such Bs supolemeris, home shapping
tatalaguas srd magazine ooven.

Fne Paper

EmriHmH!aPmamdmgmawmnmmhnianMmmmup-a-:;:rn'er'ﬂ-:.dhn
equpment manuaciens and otico supplers. Our Eno paper mils ars focaled in Firand, Sweden, G many and China
Dur graghic peper graces are meinky milicoaled fra papers for an baeks, srmud mports, sy mMEgazines and nrochinss.
D.rdlnapuparwm&uwnmd&npannhnﬂmaﬂﬂ;idpfﬂgmtm&mﬂhmhwmammm
fanms,

Consumer Board

EIHEEWG:MWBHUh1h5mamqmmmmm&wmhgmmrﬁawmmm
of products. Ve ane o speclalist producer ol lguid peckaging boarg, food sanvdce beard, graphiosl bosed ared carian bosrd
for wies in packaging food, beverages, ciparcties, phamaceuticals, cosmetics and Ly goods, and we ieed e weay in
high-end applicaiiona,

INndustrial Packaging

Shora Ensd Indusrial Packsping makes comugaled packaging, conlinerbasrs, cones and combinged, Erminaling papers,
fasar sacks and sack kel and WG hrall paper.

Wood Products

Siore Erso Wood Frogucts — or Skya Ens Timber 55 e & krown in £ marstplace - provides procuct s seros
salutions towaod procier indusides and ok cuslomens wirichaide. W focus on e consluction, joinery end pecksging
Inchesiries and provide enginearad f-lo-use products for manufachining processss. We alsa supplv a vickE range af saen
wmemmmmmmmwrmm&dmﬂ:m:.mprmmammanmmmﬂ
arsd pand ingysinas and e srsngy sechor,

e i i
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Share ef Group Capacity by courtry 205
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B Csera % Caamary 18%
- L prokt 3% i BET ¢ Dagur 13%

-

@MEM@;‘F%';E.\ NT AND Bogl pAPER

Mlarkst share and main markotks

Europe e
hiorkak shars % 19 F
ipdn markels % ol salzg EE <]

Capacity by esuntry 2008
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OILET COIERENY | sy Sl 500k [eps

Siora Ersg Hewsprint and Book Paper procucies meesgnind &nd
ginsclory and ook pager, primanly lor publishers and prrting
housas, Our mewsanenl products inciude a wida r-El'liﬂ'E'fE‘&'lf-El"E;
ngwspnint and improsed navwesonnt grades, ncluding tinled paper
for spas ard busresss saclions snd supplameanis. Our book and
drachony pager renga includes paper kor nardbacs and paperhact
boaks, inlephonn dirpctordes and imatabies

Resporndirng o shange

Shora Enso Mersspnint and Book Paper ks the numier onie produces
ol newsprin and book pager in Burope. Ouwr mils produce & wadse
range of products bom baolh rsaycled and fresh fioea, OF olr g
reraspeint mils, Lengarbnagps in Belgium end Secheen in Germany
oifer newepiind made rom 100% recovered fibra, Hylle Mil in
Syencien makes nossspant fram B05% recowned e and Masa kil
i Genmaryy Irom G0%. Anjala kD in Finland s Siora Enso'e only
Doalk paper mil

In nawsprind, our challenge s ko adap! o changing consumer
benaviour whila mainlaining the afficiency and cosl-compalibwansss
of our mils, T achisve Tis v need bo Da rasDanswa 1o maroal
corwlnans and waling 1o changa when nacessary. We 'wil cormminig
1o deweiap pofata milla. Dot era resdy 10 shul Jown rigier capacily
il miaral condtions raguing vs ko de so

Wils will &ls0 Sonlinud 10 reviBw U product and cusiamarn porllolio
el acfus] wolumes iawands more proftable grades. in anaping our

@ NEWSTRINT  AND ROOW PAPER.

“The role of printed media is
changing. Printed and
electronic media complement
each other, giving printed
media a fresh naw future,

We have worked hard 1o
adapt our business 1o
changing customer demand,
and will continue to do so.”

Juha Vanhainen
Exaciufiive Vite Prssideat. Mowspiint and Book Pager

Cooumitey Managar Finlared

business more clogely 10 the markel, cur goal ia ko meinkain
eciitabily end swong cash bow

warking clozsly with ur cusiaimers

Al Slora Ened Maweaprint and Soak Fapar we pleca a igh value on
prowickng solutiors Yo our cushomers, vearking ciosely logedher vath
e cver [P k.ll"\-u lermm. b Warksus in Firiand, IoF examie, one of
DU AP machings & nceied an 1he Eema premises az tha pnnting
press of @ Finnish newspaper group. This ersures that the
nEwstapsr in guestion Bermfls om a gapar eundly [hat is nalanty
srvailainle sl Basibly produced

Athaugh ravespnn! demand & pradicied 10 dscing in Burope snd
Harlh A in 2009, we sxpact El'ﬂtlﬁl damand o prindad
nemspapers and books ko ramain high or incragsa. Frintad
newspapsrs and books are nol ondy liexicde enough bo read
anywhang, fney'rg aiso a sustainable, acoegsible and |ow-cost
e b ocline meda, Neswsoapers sre 850 a polent sdvadtising
medium, allacliva in angeling dilarant reader groups wilh Rams
such &= indhidual sopplemants

Wi hare 2 lerge madest share in buky mechanical book papan in
Evrcysd, with Garmary B lengest markal, foflossed by fhe UK and
Iy, I 2008 we correrbad the magazna peper machins a Anjala
il o producs coalsd and uncoated boolk papers. This Fresiment
‘uriner improved The qualilty ol our coaled book paper. alowing us
wr Wia & rodler shara al e lexibaok and oinar handoover book

FEFITTIEE



markats. We hove alss established long-larm ralelionehips with
sEveral major Book pubiishars, and brosdensd oLr bock paper
pErlicko by warking cloasly wilh ouf cUsIomers 1o dewslop procucs
sngwering her neads, '

Inecrgas|tg our yas of pasoyvarad papar

Be=aovered fore is & valuehle raw materdal and we are focused on
alting e rasl am i, elacing o SOmpsny Canmiment 1o usa
rasouross as elivienty & we oan, We ans alresdy one of Eurcges
largpast LEsrs of pesovencdl papern arnd plan i InGreasn o LA of |
further. W abeys alm o s mcoveed papes as nesr as poeshbles
o whers B iz collscted, radusing the cosis and ermdranmantal
Impeacin associeied vwith traneportaiion.

Vi usa recowred fbre whers B oremies the mos! value far e Group
and owr custorers, tased on the papsr gracs cusity requirsmeels
N ig el suhakds for produclzs with @ shot feowcia, such e
rieaspint, ons of cur maln usas for recovened fore. Our standard

résspinl conalirad &1 merage of TEH rAoycled cordand in 2008

Araiher arviorrierial Deanell of preduests miads Irom newapin and
ook paner i fhat hiay can be recyzlad o the and of el g and used
Ao as e moeral Mewspant and bogk pader e slond carbon,
kasging il oul &f he gimaesshens tid Delping 10 recuce e affass of
cbmate change, as &2 8l of Siora Enso's papsr and wood produsis.

Bk can st bor many decedes, during wihich tme they kasa ke
carnan atiin them from being relasgad inka the slrmasahens.

loressing bioerengy in inlermal endredy pradisciien

The natue of Storm Enso’s production prooesses means thal wa
ozn re-use mery of the by-products a8 & aouncs of bioensngy, The
mzul imporiart of Hhess ena Dlack Fguor Inom pup cooking, bark
and do-rking and biorsludge. Siher imooriant solises of bicerey
ara logging reakdues and recovered wood.

The pager indualry b the warld's langest procucer and wser of
hanenangy. I 2008, Siora Ense increasad s uss of biomess for
inlernel snergy produclion b TE% [TOE). Thi was Sue o kwer
deperdencs on fossil sk in pradusing enargy inmemally, Anciher
remsan fof Be iresss e usa of biomsss was an increass n
1 Fnaros sl of corbon cradiis, and alsa o sigrificant inoreass
In the: price for fossl fusl in 2008 compansd o S000.

S Ened by contirsously working $o incrasss the akeadly ligh eham
of acerangy 1% L in inlamal enargy prochction &t As sk, Cné such

migar ket om Mewspinl and Bock Papsr i oo proiecl 1 kngee
tha mnsgy sificency of Langebags M, A3 & rasull of this projedt -
which Dagun in 2007 and Is sehedulied o fnish in the secand qusriar
of 2010 = the mil wil use a mors compediiie lual mian comtied heal
vl et genemtion, This will imprem s kot ichy seif-uffcissoy

Troms 1085 toowvar 5006, slonficaray reducing its 1ol costs & incneasng
ils wee of beoensgy, Linpsbrugge Wil producsd nasepent and
megazive paper rom 0IE eooymed fione, 52 1he irvestment méars
Lha fres mil vl uss pn s orealer quasnly of rensvsble fe msbarsls

Fa s proc s tion, pRoced e

A chalenging aperating enviranmen!

Thi peimery drivers of newspsper damand ang edweriising apend,
soonomic growd and eeding Rablis. In Burops and Hocth Arredics
reyepaper inculabon & dediving Slowty bul glob=aliein b indrRaning
Chuf enain st is Eurogs, alhough ve axport larpe quanites. of
paner o waripus gmwih mackats in Asln.

Vs supeiarioed a citdanging oosraing awionenan in 2008, Mok
ciamand ramained waak Bng 1he S0rnomi dosnium depreased
demard hrther fowards e end of fha yis I feepenss, e industry
errraunced majr capasaly decuras in Busps and Marh Amerios
chadng e yasar, meducing e supply of nesapinl. Prioss fal in Buorops
at Ihe baginning o 1ha yaor, whereap they increazsd siongly i
ovirEaas marksls, pariculaty ' the second and Tiind quanera. The

glarg e hastened Impoers from the LS and Cansda exlyinibe
weem, ol theme heree sl Sinds the saning.

Restructuring our busingas for grawth

Our msin evenis in 2008 wera paned resinuciuring asthies o
kpep our busiress cost-effective, and &l such evants went
aocoedng 1o plen, In Januery 2008 we ghol dosn Sumima ME in
Finfard, wilh o sl capasiy of 15 D00 lannas of ngsesprint,
ursasied megazine paper and bock papsr. Dur mils in Finkend,
Sweden and Wesbern Brrops now B8Mve SUMITE'S LTINS

Folieadng The clasere of Surmma bW, vwe brareferned G5 000 1ennes
of Book paper produciion fo Anjpls MIL &rjslo bl corveried popar
meachire {00 2, & coaled magaring paer production ine with an
arrval capacily of 155 000 fennes, o produce book paps, &l &
ot of EUA 20 milian; it albo permansnily sl down PR, with
an arnual capeiy of 120000 lormas of book paper. As oresult of
thise chianga s, Anjala kMil's olal morual proeduction cagacly i now
435 OO0 tonras o bock paper and impaoved newapdnt, of shich
S0 000 tonnes B back paper.
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DL COMPEANY | TS (o0

Al Siore Engo Magazing Papar we aller a wite renge of paper for
megazines end ackerizing. Publishens, prinliog hiocses and minilers
uEn DU uncosied magazine pager o perindicals snd aduerlising
g Such 25 inserls and fyers, a5 weal s mass-clrculalion TV
Megannes drd cailopues. Epecinis and penam! inlenest memanes
arg sagnificant customers ol owr coaled mall, stk and glossy
rragazng papo, which our cusiomars aiso wse for ilems such g8
suppements, kome shapping calaiogues and magazing covers

Mogazing Paper offars exeeilen choices sl rusted
=suppely for media and advertising

Mm&?ﬂﬂmﬁ' purchEsant re apdn o new idess o ibems ld'l
&8 magaznga, catiogues, reel mearkeling and ingans, snce hey
e conghantly on ha kaokout for new and impnosed echulicna. Our
wicl & rerge ol rrsug.pirn-. paner oifars el cholces

ite &l recogrige the ongaing changes in meda. A Slora Enso
kagaring Paper, we Bea decinonic media 88 complemanling, es
weall s compeing with, cur ofier o end-users. Ya aim o dalvar
soiulions thal use prinoed masdia slonn and in combination wih othar
madia lypes o dalver camen and caplurd and-user Rleres].
Frinted mede iz wary alficem, perlicdarly in push merkeling, and
in raceni years CF paper sLDRY 40 difect mai hag gioen &lmas
5% anrualy.

Slory Enso ik a russed supplier with an coelen! rapulation lor
raFiarnTg A Timssy supply of peoer &0 keaing promess. i 2008

Q) HAeAZINE PAPER.

“In a market with slow growth,
changing media and a gloomy
aconocmic outlook, we
continue to be proactive,
reinventing ourselves and our
processes to maintain a
strong business position.”

Hannu Alaiauri
Exarustive Vica Prsidant, Magazing Papar

wa mainhained an uninternsked supgly of paper o our Cuslomerns,
diespiia clesing down soma mills and production lings. A relebla
péper supply i vilal for pririkens since typloally they cperate with
lim#ad paper irvermoies and Gght schadules

A sustainable magazine popor prosides

Al Slore Enss we ore comirillad 1o rurning & iransparent and
responsible Dusinasa. The incraasing prominencs of erionimental
issuns such a5 ilegal logging maans thal cur cuslomers, and #islr
cuEfamers, demared b knde e engin al e wood we o inoour
ceoductz Al of Ihe veaod we usa is om suslanatke souncas and
we: are: nhle b trace s angin, no matier whane & wes sounced

00 CLESOOINERS B0 wWENE B0 ke aboul carbon srisgions oo aur
peper produstion. kagezina peper producion is ensngy inlanaive
and v dve: hully commiied to fnding ways o Improve our enangy
efficiancy and mirimiss our carban dicedde amissors. For axample,
we Feni nvaglid i iranning eneny elfcency al Masa Wil i
Germarmy and Langer brugge Millin Balgum. &1 baseu M va gim
I rechuca fuel cosls and increasa e mils usa of bioanergy by
using a mone compelitee fusl mix in combined heat and poscs
paneratien. The mill wil be mare sal-sulficen in seolicly as a
resl ol this inseatmanl, which wa e sohaduled © complela in
Ihe BBCond quariar af 2010

‘Wi pre [ully commilled o Iha use of recovensd Borg in oo paper
produstion Mary of our magasne papar grades inckida resdversd
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fire. allbaugn masl ssa nelode esh fvs Since glariing up
Draveang Mil in Sring, we neve esgrificantly incepased iha gvarall
snana ol recovenad e wEad i e produglion of our magazing
papar. Tha mil makes gn uncoaled supecalendired paper, callad
EnsePregs, eninhy oo ol pecovened b, EradFress & tha only 10058
racycind unooated supencsierdenss paper mads in tha Asia-Pacific
ragiar. Today e mil gals most of ine paper | recydes for s fam
e LESA Dol is Invesboeing wans 1o Soume mors Kes recyched
praparn

Tne ralal, pubitshing and advertising secions heve bean B &
ol e new high uality grace becsusa il s assy 1o pinlan, rung
veell in priiling preses and is griced competiiively. The papar was
ez for Woduniaar, an officisl meagezine of the Baling 2008 Otrnpic
iames

Strengythening our poshtion in growih markats

Tha magazine pEQEf DusNass |6 charasiensed by damand lor high
quadty and langa volumes, A Magazne Papes we aion % alfar og
sy prochucss on compelive lenne s mainlsin e Blimnng suppis
Eraaitiont i cur marketz.

Today we anjoy a strang posan In B man merkels ol Eurapa, A
kisy axchumnliag e is inal our ragazing peper mils in Canirg Euron
~ T ol B Griaig's e megazne peper miks - 3 ocaled close
to cF cuslomens We expact this o be particulinhy wilustlz i the
toraph merkal conditicra ol 2008

Witila Eumas remAne B gy imporierg ke e s, ves Rive 8o
e diecisharly 10 eslablish leading posiions in Ching and Lelin
Amanica,

W ang China's leackng producer ol supersdendaned $32] magazing
purpar, b Jarwsey 2006 we inaugursiad Dewang MIL an S0 papes
il with & Envwsl cepecily 'of 200 000 lonnas. Dawdng Wil ia
opamied by Store Enss Hustal Paper Sompany owned 505 by
Siora Eran and 400 by Shandeng Husle Paper,

Wia coniinia Lo ba The leading procducer of cosied magazins papes
in Latin Amariza, in Seanl, wie have loriber mpeosed product gaably
at Aramat] Mil, cremad B0% by Shora Enso and 20% by Chilpan
femicn. The high oualty of the mits Iightweight cosled poper has
halped Stoee Enso o improsa s marksl posifion in e negion.

Groviing uncertalnties depresged demancd sftar the
Eraijing 2048 Olpmnpic Gaumas

Advertising Bnd consumar geendng drive mesgazine paser demand.
Iy recsn] yoars, dermand i geown 2lcwdy in Buercpa. Matksl demand
lor mpgading paper, perlicalny 50 cepar was.goed b ke sl hal
ol POCE ard inoraesad svondly In Easiam Eurcpe. indusiny forecests
for 200 indicaia a makel deckre ol 3-0%. Howesar, al this staoa ll
5 wnry ificull o predict Biow o] e economic sloviown will kel
ir 5 crmecuences for pepsr demand.

Tha gishal fnancil oriss and gloomy massoeconamic ouliook basan
i hava @ Impact an mapaene peser damand afer the Bejing 2008

MEnzing paper | our company

Chympic Games, pariculaty ko cosbed machanical papsm, Ea:‘nm:
Ih]w-ﬂhiaﬂkﬁpﬂ&ddmfaaﬁddﬁrﬁdhmﬁﬂm

of 2006t o de-aincking 8nd slow alvertising actiity. To safeguard
cash & B iowe imveniony levela, vea bacan laking mager cutaimania

gt b end.of the b quorisr of 2008, end pacenad o juiher

cRpashy managemani aclicns it he stert of 2008

Capacily manpoemen! = lemparsry caralmenis o, il reguinad,
P dosurss — wil be nesded © masnten-a haslty suppke:

" rdernand balancs. Goel and varking cantal managnsment vl aio b

mire importan than suer befora, Wa wil el o froceases 10
adapl o ureven demand, and reduss bielh nkhed goods and vy
maierial rsenkoies o salegused our cash Bow,

This will mean very close co-aperation wilh our cusiomars and
gupeiers ko mainlain bigh Seevics levels end BMEBEr rassre Sk,
i vl 2 G cisiogue 0 fedn ua Bl prapen b mpd chargés n
dermand, Wewil masl hese chalienges ogether with oo cuslomens
and suppiers,

Mlain eventa oy 2004

W improved our prodilabilly in 2008, kobowing & difioul 2007, We
achicsad s thmough mill and mackine dosores and by reducing
ke coess i all unids. Despda hase afion s, we old ol rassh our

Bl largens

‘g brproeed our supsk-camand halance Bnd 855 compE hesins
1 2008 by cloging capacily, Anjala bl in Finland canvarlad 23
paper maching [FRd 2, 0 155 DD0-oree costad megazing pepm
producton e, ko produece ook nacer. i Januany 2006 we st
derennt Sumima kil in Finlend, with an anrunl capaciy of 415 000
jornes of nEwsorin uncoaled magasing peper and ook paper

in Saplember 2008 we aizo anrounced our plan Lo clase down FM
5 Bt Habal kAl in Grermany by e end of e yesrn This maghing,
wath g arruel capacity ol 140 030 jernes of coafod magasine
papern, was shut down in Mossmicer 008, Sinor 2006, Sloa Enso
has cosed down BH) ) onnes of rot-campelilive magazing
paEger CRoaaity

Wi also Degan |urnar producksily mprovamant masswes in
Cperainng, manienance and admirisaion at Kernasaden kilin
Sweden, bauxay Wl in Gamnarry, Veilsluon Mil in Fnlenc and

Largerbrupgs K n Belgum
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oL cormgany | fing oo

Shora Enea Fine Papsr produces graphic and ollics paper o
Eelnters Bnd pubkshers, marchants, ermeeiope Convarlers, oiffios
acuipmenl mamdaciurens and olios Supplens. Our fine paper mils
are lncaled in Finlend, Sweden, Germany and China,

Cur graphic papesr grades an maindy mollicoated e papans lor e
bioake, annua) reporla, oy magasnes and brochunas, Dur offca
papar prades ara uncceled Bne papera for oifica and digikal printng
mmegiopes, notehooks and pads ond busingss forms,

Aokverlising orives costed fine paparuEe, The useof uncoaled otice
papsr dapends on fectors such as desk prinding and online waork
hatai i,

Airming ta be Europe’s most prafitaide fine pepar supplie:
O goal is 10 ba the mosl profitatie fine papar suppier in Eurcpe:
‘W will achieve this Through cost-afficient produslion backed up
oy a firm ordar inflow and cedenl m:lu-nu'_wuin;e._ Chr pulp
and paper mils e kacabed near i bolh sur rév matleniats snd o
CUEMIEE, proriding & liim oondation for our Dusiness 10 /0a cost-
effacive. Wa mual distrizute our prociucts alficiently and devedog
afigrdabla now sclulions in inkn advanings of ths

Tey irgncred geolilabiiny, we will implement savaral cost asing and
efficlancy measures in 2008, These include oulsourcing
mainkanancs [unchions al cartan mils and reducing adminisimion
Gcresls as part of the Group's [Goused adrrisiralion programme.

@D FinE TrAvER

‘In the present unstable and
weakened market conditions,
our geal remaing to be one of
the most profitable players. We
offer efficient production units,
cost-competitive raw matenals
and an innovative approach o
customer service through
intiatives such as shesting
operations that are close to
the market.”

Aulis Ansaharju
Exsautive Vien Presidont, Fing Paper

Contiraing te wiin eur cusienars’ {rest

Escelanl priniabiity ard rannability ar cnuclal kor graphic e papens.
Oor products, such ag the L paper sanga, offer corgisiantty nigh
quisiiy Brd an excalant combinglion ol righinass, smacthness and
whkarass, ensuring alear, brighl images. We olfer printers and
pubvishers e refabilly ey roed lor odeys pinling spoicadions.

Fexipiity and experience ane key o success in fne ofice papers
ke, e wEkor our ollice Epens, such as MulliCopy and 4CG,
b sl Tha needs of ooey's work ansirenimants end lechinologss,
from rapld edvancas in inkemation fechrology be fast-developing
dgital printing technigues. In additon, our considenbie esoutes
wnd espedise abow us b lesd b innceation and suppocd o
cusiTEn will rekabie serdce and consalent gually

The fine papar markat in general valpas oced-compalitive, highe
puality produslian o egalenl muslomer serdce. Our cuslomans
gemand Fghirirg-tasl respanae limas, just-indine delivanas,
ayadnbiily ard rediabiily, nopich & maked. the cenval location of
o caper mils and sarvice cantes |5 & resl asset, BAowaing us o
ST our malenals and delver our products i responss (o o
cuslamers’ damancs We digdribute maosg! ol o products IPrsugh
dadizaled paper and ofice suppky menchanks, Bnd some dirsct o
ierge pubishers ang srinkars.

In eerky 2008 we divesiad our pape mendhant blsingss Papyns,
Fapwus is 8 usled suppie fal hes long dalibuisd a signikcant
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pioorion of car ing pRpar, arad cortinues 0 do &2 tearks Lo a
ng-ERIT SRR SgfeRTrand in ke eeme of e dhoesirme. With
Fapyrus en indepence aoand, W as adke o oaal mpatialy with
Ul mendranl SusImans = nd konger campeling with S - and
e cdngr dlefbon chamets.

rAzs o tur e paper mis inlsgrats paper produclion snd pulp
rrddufasiinng, an approack (ke wses a high proportian gl
Bloenangy, reducing the naed S iceal fusle. This conkibules o our
e pans products’ iousbla earben locipdd, rslecting Stom
ENRoE ceap corrmilment 1o susanakily

e cnrl e fram sestenalile sources

Dur bre papar mils i Fnland, Garnamy ond Ching o oe'-cosl
aucakiplus pulp feom Yeracel Pulp Mil in Bouth Bahls, Brazi,
faracel i & abatesolie-arl pup mil and sucayplus planialion
B R ot weiune: Beteidan Sam Eqso and Bruden sucalpius
ey prhacal Arecnaz, A A consaquences of recerdy) & Farest
Swevardship Gouncl (P30 Forest Marpament Ceriffiastion In
Wizroh 2003, all of the pulp pesdiessd ol Varacals midl ie FS0
orifed, Sinc it ol Versoal's pulp &ad s up inour coalad lins
DS A ramines Ol graphis pager producls mads am Sora Enss
ve e non Bear i FSC Iabel

I additon, Yeracalwan qeriified in 2008 by the Broziian Pmgrom
of Foresl Geriflgotion JCERFLOA)L which s endorned by the
Fragpamime ler The Endoremesnt of Forea] Cerdfication sohamey
FEFCL Thia carles thal Werncats bes plondslion operaliors ere
socply beralcisl arl marsged in & srvdronmenislly spirgprlala
and scoramicaly viabk way.

Veraod i@ commiliad i & bedl pracice approasch o plarfafion
monagemeant, and PO is dwn sulhikrsbdity agerda, which
has agreed vith s pwnars. This Iraives emvirenmertaily nesporsible
measiges at the pulp mil &nd on the planfations, a siong
commiment t0 social rasponaiblity and active staksholdsr

aiakoag

‘ierasel plantalicng pooupy anty mal of 1he Brcks i has acquined, i
s & unigue plantmion seiup whens B plents ress ot aress ard
sllowa ariginal veg=tolion o eegenemia naiuraly i velays. b
skl soch yeor ‘Vasosl reatorsa of some 400 hacloms of koeal
rainioresl, haiping o conserve locR] biadhersiy.

Viratel emplive £ 022 people dirscity ond thiough cormciors al
Tha mill e planinfons, Actonding o a study sonducted by Eragziian
rgsach inalum Furdeghs Getulio Vangse, Yersosel adds 50 400
ks o the Eraciian eoorery in sddibien 16 hose peapls ampioped
ah the mil. | ahea pannecs wit S8 local Small farmens who supnly
It witn plantation wasd and supponts sivenal local sociol projects.

Tarkiing aetlean i 2 touglh madoe

Iarket damand rermained waealn ke Ir pepsy proclucss n Buops
in E00€. By cicalng around ore mikcn lannes of produstian
Chg Rty W SUnply-clomard bedarss was improsead for coabedd fre
papar during Fayent. Arund 1.3 miion bnnses of global priduckion

Capaty rafcions in coatsd fre PODErhag Desn arncnced Eincs
thes Leginnieg of 2007

Wita fve chosen Lo Lake he necessary tough slecs o kesp our
Brussinacsa e riive I s chalanging ghabal socnanmsy. W wil cortinus
o oA & inronas o mainiain our abliby o bead the merkel.

LInecoated Tne papsr production o pesily rechcliona wara baneky
ernioughi 13 alfsal e decramms in B pean damand. We sped e
gt for Lncosted e papar lo continis 2 ba challanging In
2000 cus to a further 4=-8% decrense in Ewopeasn demand,
Althoogh we wears able 10 imglanant gams price ncraasas
suctasaluly, primariy in coalsd ne paper, prica dévelopmenl
rarmanad unaatsfaoion,

Slara Enso Fine Paper alms o win ard relsin glgniicant msia
snane Iy itg angst mardoels in Eurcps, China orwd Aussia, Our soobed
ire paper periormed beller Ihan uncoated fine poper In 2008,

Fawyar minfor Initksives in 2004

S maln Ireegimerts in 2008 veare o re ok shesting e ol Cuu
AL in Finlard and & new ghesd cutling bre &t Vailsluos Ml in
Firlard, In 2007 vwa liralised @ number of sigrificant simlegic
Imuestrnents: In offce popa; wiich wa had Flendsd o maks good
e of fhis year, Howsever, veevere nol able to mahs 1l use of Thig
Fsre Capachy dus b decraanod demard during e yaar,

Alie=r gur large-soake restucharing meaps in 2007, we made ma
permEnent clagunes or diveatmants i Fine Faper in 2008
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OUr CORMMNY | Corslmer o

Etora Eresn Consumer Board |5 tha workd e laading consumer boend
cornparty, making packaging matanials for a wide range of producis
Wa 8re & Bpeciaisl producer ol liguid packaging boerd, lood servios
noamd, gmphical board and carton boand for wse in peckaging food
b'E\'EF-"I";iEH. Giganibas, |'||'I-'-|"|'|'|I'!'.-|:1.|"|.'.-F| =, cosmealics and sury
goods, and wee esd e wany in high-end aoplications.

Growth through strong customer releticnehips

W will maintan and deveop ouwr global leadership posion by
furthar slrengthening he compsdlivenaas ol our edsfing prochction
uniks and seskang ouAsiEndIng gronadn opoortuniliss. W zim fo grow
i Gord markets by bulding on proftable customer segments and
maaning il [esdenship posdions, and i s lano:lern by desaloping
miara walue-gdoed tervices for cur business.

Sigra Enso i femiy commilted 1o curbing cimale changa on a globel
sepe, and al Consumer Boded war siorgly promote peckaging based
an renesabla weod e, Fbns-besed packaging has a smalisr carbon
fooipanl then packaging made [rom noeereatls maledal, making
finrennasal pachEDes bether kar Iha amdrnment

A Gorsumer Boand we place a igh waiue o0 enduring cuslomear
relgtianenipa, Ona of our growth E‘II-HIE'giE'ﬂ |G devslon ol
bnsingess wiln guisling cuslomers 83 They bacome global, taking
advartapa of he scale of our company 8nd 5 rescurces, This
aloe® US b oonlires 10 Serve our cusiomens, and b ek saarching
Tor indray CUBIOMENE Or Markels gane

@ CONSOHER BOARD

"A09% of the world's food is
wasted due to inadequate
packaging. Packaging that
protects food properly is a
necessity and a growth
business in an increasingly
global world,”

iais Nardizndear

Executive Vice President, Consumsar Board

Ol Business anvirarrent i stable ard aflers healiby prossdb with
regsonable proftablly. W'E'h-&'.l‘l':'&ﬁ-gll'.r'l."'.ﬁ-"ll midrkal pEastion in o
sRgmenis. ans oL cushamers Bes us &8 8 kading gayer Thal
aclmety deselops 1ha enliee packaging value chain,

Mioatng our customers” naada with axcellemes

W sl 16 undersiand and et the rseds of both our customers
and packaging consumers with added-valme solutions and
Inncvalians, Thig torms The Doeie Tor succeasiul |l:lI'IQ-|.EII'I'|
parnerships wilh our cusoman for fetancae, 8 majy cusiomear
recenty ranked Slora Enss Consumar Board as ie numbar one
supcier.

W olfer & wide comizington of board properties, grades and
waighla & endurs apbimemn packaging perigrmance ior mos!
applicationg. For exampla, ow prodesis afler escelienl visual
Eopearanca, wiich I'I'-E;l:l' brancls and abde b aspitil for powsanid
P markaling, Anoier eason we ked Me markal i thal wa
olfar kaal cuslomar sgréce and can respond raphofy 1o our
CLISATErE’ CRENGING N

Penciuct salely is also wilal i ensurs that 1000, lood peckaging and
olher sansile packaging malerias ae sain ko usa. Wa maet stinganl
peoduc] Eafety recirermanls al our s walh cartfifed product safsly
TFENE MENECAMENT FYSIEMES, Thezze regping eound I'I"EI'I.I'EIC':I.I'i"lﬂ
practices and the vse of b o cp Ay i makierigle tnat o appeowad
far lead comlac. Our varsalile, lghfwaeoht paparooard packaging
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OL COMBanyy « COELA Mel 0]

pransnt product wasle by iy protecting packaged contont pgains
physical damape, contamington atd fight

Thinking aut of he box

Sira Ergo promaias crealhs tinking and innavalion 25 an engine
to diva the business fonsard and achiews suGeess A Cangumar
Board, wa prida oursees onwarid-dass nean and Dessinpment
\RADY capainiiies. Cur fulure growin dapands on beling sila i
cevalap Innovslve packeging soulions for cur customens” nneds,

O cLstamers incessiaghy require §ghte packeging maberisa. We
hiave gohiaved Bghler and siiifar boards by using 1hae latest
tachraioglas end Bchnkques in our produciion process. e will s
finclirg mew ways 10 uss raw maberiaks mone eficienlly, consuming
farsoir ragources. This work has bean particulsrly succeashy’ in
liquid pochkaging toged, whana we have significanly reduced o
use of raw matadals per ianna of boand. Lighter malerials are aksa
impariant v cartan board, since ihay reduce tha quanidty of
packaging, Baving space and weighl land cosly in bolh
iransporiaFon and disposal

Arcdher resull ol cur winring innosstion process ks rew barer
solutions in food service boards. Thasae bio-bariers howe enabled
us $0 produce WM biccegracabls cupsiock

Thaps inncwations nol only keap o business compsliive, they alsa
reduca the carbon lociprind of consumer packaping, miEkdng il mong
susiainabin.

Filsieg Ta the challengas

T mginisin our lasdership. wi mus! meroee our profitabilly and
compehe with peperboand anlrants fam Brazl and Ching, in adoiion
10 Gt Mendic competions. Monsover, wa mus! desl with 1ne cuneni
=03 0l low BEES MERginG, ConinuouE owarcapadcity in Burops and
costly wood supplas.

i il diga b0 Hhiass chebenges by furlher Incressing our aliciancy
and ensring a cost et and sustairabie supphy of e makizls
and eresgy at cur mills. W wil e gen mankal shere om compaing
meEhanials — hera the ranewsilily of our ras masanal and smaller
carocn footpind of our prodiacssis o huge dree - a0 gecve growth
marks atfcienily, af whie marEning cur qualily sivanlage.

A1 Sinra Enso ve velue tha tnust hal our ousiomess place ins, COur
oty 5 fo mairkain oo ionge benm compelieneas and profiebiy
0% » basis o dafver the high-guality producta and innovasions and
kreeat gl thal Hoay axgedt am us,

Ahaad on suatalnebks prockeging

Sustanaiily is increasingly imgortanl in peckaging makanskz, and
wetr s Uiy coenmnitbedd i angwing suEtsingbie makerials end enegy
usa gl all kevels ol our buginess, O producls prvide climals-
Ierciy atemativas o products mads bom non-rensvable maderals
Fibre-pemad boand |5 renewatle and recyeianla, Furinemong, we
L=a 5 high ratie of Diosnergy b Mk corsumer Board & our mils,
redunng oo carban Balprinl forlhen, O peckeging procsts can

b recypchad salely, eliner by racovwaning the fors bo maka ne
e uacis oF Dy buming &8 Dioenavy Aand il & a fast rasort], Wood
finre can b recycled faur b s limes, while recovend fore con ba
wsed lor procucts wach as whils ired chipboand (which wa produce
at our Barcelona bl in Spsing, newepeinl, coreboends. confainar
beards and majazine papera. Stora Bnso Is Lilly commitied 1o
incressing ite use of moovered fore.

Calculating carbon fectasints

Wiore [han ewvar, consumers ara inlerastad In rengwabie and
recyclabla paclmping. To help u,rmri:lnrrm o b ey [Felsr Cny
carbon faoiprn, we have caloulaled 1he caibon leotprinis of
Coreumiar Boand's main praducs - just one exampla of Siom
Ensa’s company-wiie procuct carbon caiculalions in 2008, Rlre-
based packaging maerials nemaly represant 3-10% of & procucis
jolal carban footprinl, nchudirg 2 conband.

Siora Enso Consumer Boand's aarbon loolprinl cafouialions ane
basnd on ha Tl cpck approsch and he ules devsloped oy the
Eurtpesn Papar ndusiry. We wil updale thase carbon footprni
calculgiions as new puticly approusd methadaliogies for calcalalion
becoma mailable.

Ragtructuring for tha long-term )

2008 wes a challienging vear in meny raspecls, calsing us o miss
cur profiabiliy tpets. This requined 8 bod respores, and we ook
EaME SEvere raeuciuning actons durng tha vear o improee oost-
compeiiveness and seoune The long -tem hesih ol our Businesas.

W et rir By’ BRLE J0T The carton Doand maching at Bsendurt
R in Garmary, VW wil slas permangrihy sk disn boased maching
B 1 af Imadra Mils i Firdand s twe palymer caaling {PE)
maghinas due 1o educed polvmer coating nasds. Desplte streruous
elioris o regions profiebiity 6t Balanfurt and imatra BB47, we woukd
il have Been etk bo reach our profiebdly langes for hese lacilios
in the long bem.

e are aleo working hand 1o secure the kong-lerm campalitenass
ol our reenaining mile. By cosing unprcltaiia mils, wa wil be [:1al
to irmvest 0 Uik ek offfer thie rignd product mix and a compeiee
ocosl basa, We ane implementing an irestnenl programinee o
improwving produslion gually s eliciency 8 our Imstra 6nd Irgerls
ks in Firdard,

Ve Intard to improve the mils” proftetifly by Turiher smoifying our
peacuctian bese and incresging peoductivity 1or each maching, YWig wil
alsn adckass he chalengs of moving our produsls i the oher mils
and serving our cusiomens om thens, Tre bensiis of ihesa sduatments
1o o Guskomens vl be Figher Resebility ard iimproved CQuaity.

Deweloping groswih markals

Fibve-based packagihg offars langseem growth rales of 2-6% in
miael segmerns. Cnira [5 a key markal lor iguid packaging boaroes,
paricydiy e 2 sagment, alferng almost 526 of anlicpaied
global growelh crees (e nesd 10-12 years 0 caron boand, ceparsion
" griswth markeis s outpacing that of matuns msrkels, b, Howser
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in haalhcans, phanmmaceulicala and Ly gosds, mabae markets
wrg prewing Tostar fnan fne market average,

Bulleling o tmangiadly susiainable uiore

Swrn Ermo Congsumer Board is budiding & fubure businees thel iz
pecfiabla in e long tem. Our mils am shilting production and we
hanse ool e fpous areas for rmaturs marksts, Soowth markals
re alea lkehy ko play & major el vour fubune grostn

In e s deim, LB impertant 1 makore proftiabilly and ersues
ety busineases at al our milks in Eurgpa. e need K taks fim
action 3 impiove the mnq&ﬁuﬁmsﬂ o ik, enswing thal
[Py reammsair il elass

In he mnid-term, wea need o inoreass profinble growth snd amatizh
o presenca nal 1sast ans grosth kel i e lang e, oo gos
I5 b be the undisputed global leader b aur Business, We &2 8
cLEia e ben sompary w i a deep knowiedge of he corgumens
of packaging procucts; we ane inspined by our ablity o levemge
1his o prosides our auslomens with nnevetions and soltons 1hot
Erhiancs el BUCTEES
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LI SOITVERAIRY ¢ Frdusinnl P

SioE Enec nduaivial Packaging nskes comupaled pacleging
oortpnertaard, oores Bnd corshoartl ernnaling papers, paper
sackE Eng sack kel and MG loalt papar,

LF COmmatt Pacaaing products rAnga e consumer goads
sl pockades o irrepat packnges. Cur peclaoas for consamar
grods s oiten otsst-piniad micnofiuia peocducls kr Ihe slecinonics,
iiod 2 bessrage industries, Uur Fersport packages see iypecaiy
fiemid-pfintad &hd vy bom standend box spplicatons 10 lelor-meds
nedfy-duly bowes hege are used [or irdusissl chemcals, paper
pchasliry, Ipad and Cearenas, lekeigions, machinas ehd Spane
pars. O hesyy-duty packaging businass = antaring maghet
e MEnis hat Iragitioraly use pleslic and wood s packaging
mEienals, 20ch as Sulomolkee and eecinorizs, ard ollers sgrifcant
E.Eh':l"g!i V1 Fansporialion coels Bnd Ciepoeal BRd ru‘:v:li“:g ol
packEIrg.

Siora Enao subeldiery Corenen Uniled is o of e warhis leading
prodhucens of higheguality corsboeands, nigh- parlormance coness ard
wies &nd eoge praiectons, || supples hamy-cluly cofes modtly 0
manuractiuress al paper and bodard, olaslic fim ang llesibis

pesagrg. Doersd Serves cuslormens glabaky

aullding growih ingrkets, innovetion and coat-
compelitiveneys

Loww-Ca8! raw malenals and allicsnl marndfaciuing is e key o
|:|:|5|"E.|'l.'-“;'3=rj producticn of Indusins peckaging producls Ve

@ IRDOUSTRIAL PACULAGING

*Our innovative packaging
solutions can reduce our
customers' logistics costs
significantty. Qur strong
position in selected product
segments and growth markets
in Central and Eastern Europe
will enable us to regain our
excellent record of
performance and grow
further.”

Vali-Juszi Patka

Exnculive Vice Prasidant, lixtustdal Packaging

achieve this parlly by reoycling anc menulacheing our can raw
malarials, conamanostd end corsioand, O lorg-term terget s
e increase cur Sellsulflclency 0 comugesed packaging e
malanaks

A fegiams e of sconamic devglopment =2 8 ey didvar foe dla
corupshad pEchaging demsnd. Al dushial Packaging we foous on
sebciad markats, CuFIOMErS And produtT sagments, Sseskng a siorg
poadion whener waapenin, Our ey gengraphic enses ki coinugsled
packEging ane Bcandingvia, Basien Euraopa and Fussia, Bashem
Fumpe ard Fusse ecoound for aome 855 o tur eomugmed packagng
cpcity o oller slmong gowth polenlisl dos orodsys bow peckaging
ConEEmplian per fecson. Our cormugated pacagng cpaalionsg aea
ifer highty sktiad packaging design Ourcons business hesla simong
gt posibon, particulary N e peps indusing.

L goat is 1o confinue proflable mowdh of corugsied packaging end
CORS NGl SERCIe] Maeis, g irther develos an inlegmied o5l

canpetrine Sinply oF e maleiats. in tha naarbeam we sl make (e
mas! of our plants thal beoen cpanaling n 2006, anc ecialy Seei
sy Qoo ppoeUndlais, Vs s plan ho impnova our cas-Blfciency
furibar gnd davelan mons pacsagng rmavalions ad solulions. Filre-
Desen packnoing & ona of our fudune Ordw|n prsss

A1 ehe hwart of ggir enpekets
Comugaied pachkagng iE an essentisl cert of ot kpisios. |
preeecls @ prosucs cunng Foreoa. nensaorialion and Fending &,



s makekng medum, can help e bend gwner o buld o beand
and promals gaka, However, H cannat be traneported feasibly over
oy distances, and iherefors producticn units reed 12 ba lbealed
chgs o Cusioimens, ’

21 af Stom Ered'e cornugaling packaging plares ora wel localed for
their rackets, anabling ws bo offer owr customers fash resgonis
lirress, Reiiiny, fustiorime defveries and looal semica Al sl
to the continued suceess of our businaes, helping us to build trust
and lorgl-ism partnamships Wik o0 CUSKNTES.

Flore-bosed packaging matedak and corss end comeboards are
aucalier sobfors frar B ouslenesiin peint el e Thiy ore mads
frarn wood, which iz o renevable mecsos [Comnes's products
ortain 0% reoycied Tbms, and ara fully reayalabie, ofaring B lowes
carban footprn than fossll husl matesiaks e plastic and metal

Cur pperatiang cover tha enfne vabie cnein rom reameied gepar
collechizn and pulp produstion 1o packeging preduction, ciucing
packnging design and planning erd defeeing packing machngy.

Mived deman m 2008

Afvar & good stort te the year, Buropsan demand for cormugated
packaging storbed b ool off & the second quarter, and
eortarraioeand demand has since remained weak, This cayssd
reayaled-fbre-bosed (ROP) covalmerboand imeniodes to rise,
eading 0 dechning prices. Prices of semi-chemical (5G] uting and
eormfaled pocknging wars raiatvaly stalzia,

Brices for cores and coraboard vases glabia eoughout the year,
Hihcuph demand decinad somewhal keaards the and of e yeal,
This reduced demand was in par fus %9 @ rumbes of paper e
board aapasly ckeones. Demand waa qpeng for rminaling papsr
preducts and prices wam inceazed dus o e hightrcosis.

Bivesting In cost eflichency and provwih, Wrening dedine
To prepass lor gifter compelilion, we hava improved aw cost
eficionsy Hhicugh proft improvemant measuees ard nurarcus
investmenl proiscls, Theos seps sle damoneTobe our wiingress
fo aversems chelenging clroursiances wih fledibiity and
irravation, W Pas bulk nee el and ineesbed i dxiating
ipciiithes, orealig ecling opaariuntiss o grosth end providng
hurther capaciy 1o reapend i prwing globnl demend, paticulrty
in te Tasl-prawing packaging maonais of Cerdral snd Eastern
Europs, whens tho kang-iim giosth in damand i ferazast (o
paces=d 5% par anrum, Hesvermaless, 1he ghobdl sconemic
skt oo e LS B mios cur griwth Borget for 2008

in e Frst quinrter we starksd comaencial deboesn from aur e
corugied packagng plnl Bl Lukhovitsy in Fussis, which sl
primarly gerve e food and Leverge, clgamtbe and elEcironics
industriss. b tha Brst quarter wa ko opanad @ red Peay-cuby
comupaled b prochschion ins & L3672 in Poland, erabling us to
prifer tha nedey-duly and large-sizsd pecknging Ssgmects 0
Pabngd, In e socond st w steriad production 8 our ofisel:
printed microlule comugaled packaging pant al Baskarowe n

s - sa

Furmein, maling ua ihe frst iorsign packaging oomparsy b irest in
ssh packaging proauclion in Aussla. In Seplamiber we stariad
prockection al aur olfset-printsd micreflile packaging plant af
Homanam i Hungary,

Oir subsidiany Corenss Uniled iook e nombar of resimuckariog
actions o iroreass b elficlency and long-tam abbity lovealher the
eanersie gio, k dosed dewn i cora totary in Meweastie inthe
UK ot the end of 2007, conceniraling producion on aur el
memiaining LB Taciisea in Bolton and Kiflan Keyrea I addition, &
s end of 2008, Canenso sk dawn is conoand maching in
oo i Firtand, with nn anrus capaciy of 300000 onnes, dues
1 persisient profinbiy problems. in the frsl guarter Corenza
firished corvertng a former paper maching to manufaclure
corphoaid st Wissorein Bopide, UIRA; which indudss the permanant
closues of s smoler corebaard machine, &b fhe and of 2008
Corensa sarked o opanle in Eassem Buope wih RS ree oona pland
o Tychyy in Potand.

Eivra Ergn ke iy cemritled bo reduding (he eviermantal Fnpact
o Ity mills rsugh & rangs ol sustairabilty messunes, such as
incropged eracgy efficensy snd mduced emissions io ol o lha
Ry quiarber ws Bgan wiork on & resw mulipla kel power pan a1
Cisrakgka Ml In Pokaed 1o help meet @ mils ongrtemn arengy
neads. This new mukpls fos plant will ingeoee he milks cost
compatilivnans, anargy esf-auirenoy ard emergy aliclency, ard
pacucs s catan dioside emizsions,. Wa also oim to incfeass e
mill's wse af bicfuals, subjeal bo thelr ovalablily, Ve sepecd 1o
camrpdets tha power plant iy 208,

W B0 v Aitsa oukstdrsed melntenance al our Kotk Lasrirating
Piapper il in Finkard, ond miads with othar proc iy I proeman
meam s b enhance s competithenass.
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Weon Probucs

Storm Enes Wood Prodyucts = or Stora Erae Timber fs we are knowh
in the marksiplics - provicss produsl o ssrdes sallicrs o
wod pepduc Fduskiss and rade cushomars warkdwida, e foous
oft 1he consiraction, jainary and packeging Indusries and prosids
enipimesaied fil-Go-une producie for manLdaciuing processes. Wis
Blse supply & wide rargs of sewn end procssssd wasd product
ti2 fimber ratalers, merchante and rpariendisibutons, and provds
e magerile 1T pulp end panel indusies ard e ensngy sscie:
- Wi are fuly commibied S high performance standards in beth tha
quelty o pur products and our Bervics ke customens.

Wile miake saan and futher prosssged prochactn o Bum pean
softweade, pins end spruca, In reeganss io the changing ues o
warid for conatuchion and folery, wee are increasing oue shas of
wius-ndded preducts much as gusdamirsied beams and posts,
wamgonegnts @ buldivg slements. Todoy we Bre a leatier in many
miatkel eegments, Inclidng ghis lminated progucts in Jeaan ard
feinary cemgeneris kn the Mordic Counires,

Evropeg oref Agia o our brgast merkess, which we suppky fom saw
riills in Ausiria, the Czech Republia, Estania, Finland, German,
Ltz Liruania, k2 Meterands, Pobknd, Ruesss et Swaden Wa
operma our own wholegaks disvibution under the brand Pudmeddd
in Findend end the Batlc Courddea,

Faw miatzrial eupply rermaing. o ke compsitive driver for the sawmnll
ircustry, Our smemnills work in Clogs co-opemlionwith Siors Enac's

veood supply apemiions, Sovands also play e mporfont role o the
aupply of rewy fraberal bo the pulp, peper 6nd Bosrd ndusties, bath
thawgh eupporling pufpeocd procurement snd producing chips
and SR TEl

A growing ehare of canstnealion

Wi a painkng market shans 25 o construction mataial becsuss
i lg code-competithve, renewable and subabls for g wide sangs of
applizalions, and oifers an Insreasing amay of advansed new
siducts. Wood has congidanatta lang-leem growth potentinl In e
canetruction irdusiny for both new build and reroalon applicalians,
end al Slora Ereg Timber we ars fully fooused on making Fa most
of [ees exoting now opporiundies, Wead producis cnalzle Siom
Erign lo create now Fevenos reams, as wel o condinee o buld B
suslaiEbs busness

Storn Eran Timer's scals end geographiznl sprend gives us supply
caprabillies Sl are unmaschad In our dusirg Vs proides o wide:
ranging product pontiolio, manufscduned througneos Maitham and
Contral Europe, far many differen] wood produs!, customers. We
are daterminad to maintain o bigh kel of servce fo oo cusiomans,
wven in loday's chal=nging oparaing corklitions,

Ewdldirg a more suakainalibe works
Ciimale changs brings new game rifes. W frimly Belews hat our
indusiry's sustalnable business model will besomes o major

compatithe advaniogs cve olher materiais,

Tr carbson foolpring of & building — ke amounl of hermiul cofon
ol o It refiessss kg the atmosphen duing its consiuctionand
Helima - can be reduced gignilianty by using weod, Waod
Frechicis Iean sustainably harsegted foreata hieve o regates carbon
losipeind, mesning that they remova moie carbon from tha
mmiephars e they produce. Inaddibion, sewing rReicuss fom
wodd can be wned 1o produce Bicenangy, & sustainabis nen-lesd
ST SRS

By cartras!, exiaoting the raw malerials for plaslics, malsls snd
coricrsa — end marulaclirng thess malerials - requines o longe
auantiy ol foesi fusl energy

Inevavatiog Do lencl in constrietion

Our busgngas fess i en new house bwilding, Incressing
parlammance stangerds for all buikding mosdsls end mar-orosing
L and cost pressunes, Mo prelabricoed buiking oomponania

ard elemeres, To pddmess Pege changing nesds, v offer o wida
rargs of valus-acded products, from sieess-gracsd, fryerpinted
and ghued structural peoducts I mans scherced buliding sohafions
e Craae Larnkmed Timoer for wall and rocf slameris, and highy
Frdapbsd foinsry components for indusiialised window and dear
marRlacling procassas,

CHir produc Fnovations and nesy valus-added salutions move ug
ahensin ihe conatruciion vekis chan, helping us lomanage wiatily
Detler, This s a key requiremend Tor sraliabiity inoour business.
since sansiniction Indusiny 8 vlatls by naes,

T apimian fe perforrance of wasd in owr predusts, we palscl
I fasw mralecial based on the requiramsanlz of esch end-use,
Increasingly wa use Pmovalians such es ndvancad acenning
schndkogi=s lo ensune the gualiy of kol rey maberil and frished
pioducts
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Bengfits lrom bloanasgy

The Eatprodusis of wood processing - bark, sasdusl, planar shavirgs
and wood chipg - can be used o maks bigenangy, This is good
buginass for ue, Bs well as businass Hal's good lor e plared

Wi e major producer and wsar of bloanengy by funning tha tark
Trasn by indn hesat Tor drging Wi Inouwe savwemells. Wa plen 1o wom
greshar quaniities ol sawdust snd shevings inka pelets, which can
bie usEd B0 hesl evarylhing fiom emell homes 1o mejor power plans.
Europasn pellal demand s forecas o grow rapicly over The nest
dacade, with doubla-digh anrual growth rates

Do Idal pediel capacily wil nesah 150 000 ornes i 2009, and we
pian sigrilcant luiber expansion in ha nest [ew yass We heve
akso desrnped and sianad uEing our own dract eales chennel and
tocds Tor Selling pellats in Sweden, the bigpast such markal in
Europe Theds seiong ame jusl sboe of thae marry wiys in winkh,
Siora Enso = halging o meet e growing bioenany need irowgh
IENEwaEsE MeSOUCas, Creating value for 1he emdronmeant end o
[ET=1H2508

Capialising on glabal WElding snd renavation

Wa remain positve about the cutook for wood 85 B constucton
rralerial il has sodd lang-lerm global progpasts, altfhough he Snorl-
term prospacle anes chabenging. Demaographics will drive a figh ksl
of ngsw bulicirg activity In e LISA, Ching, Esstam Europe, Midde
Easl and Morth Africa. On the ather hand, VWastam Eunpe and
Jagan will locus mone on enovalion. These are all compeling
cpporiunilkag for us, and wilth oo Capabiies I vaood products wee
ara wel poshoned 1o capliakss.

Fespomnding decisivaly to challenging conditions

In 2008 we comaleied & major Mvesiment programima againgt g
backdop of eenepionaly ditboull marksl concitons, bulding & mora
compativg and markel-looused business

Wia apened 8 naw joinary comgonant mil & Uimahage Sawmil in
Frland, and axpandsd gur comgaonant mils 8 Ale in Swaden ard
Hank&i@hli in Finland, YWe lgurched & new odvancaed inlgrice
cansineson produe! in Finkerd branded B We aso steded up a
‘nerey budding elament mill gt Bad 51, Leonhand in Ausiia, producing
massive woorkn aaments, colled Cross Laminaled Timber (GUT), for
e consinacion rmarkel i Caabal Beeopa Inadciion, we eslablshed
thwaa pedal mdi, ene gach &l Grudn Sawamil in Bwaden and Impdahli
end MNaioichi sawmils I Russia, Wealso refitiad bolh Russisn sawmids
with upgraded procucion lines, ining capadly and Bofiers,

Wa Erendy Deloss el s rncvaliong end inveelmants will make
us a mam elfecive tusirass in a chellsnaing merkat, Cur tanget
niaw is %o ensre that thess faclities starl up succassiuly ard
proricle f heakhy rehim on our imesimenis.

Our busingss did not meet B profiabilly 1amgets foe 2008 due o
tha waakaning market sRuation and high raw material costs. The
rapid economic downtuen and ghobael linancial onisls Impacied

- ‘compane mil in Esignia, W also announced plans o lamponrniky-

ak

WTERT TAOVRIGE: | GUF COMpany

regetialy on consluction aciidly, causing damard and pricas for
o prociuclheE o wesken neaviy during 1he veae. Froflabiily remaing
a chalgnga throughowt the Industry, but is especally dificull in
Firand whene corssierily hiph raw meterlal costs ane an acdtonal
Burdkén. Russan vaood epor] dulies made the slustion in Finlend

e mana challanging,

T incusiny qurialed producrion, alfough this has been insulicer:,
lemding ba conruad oversupply and heawy pregsyre on sakss
pricaa. Thea weak businass oullook prampled us o make ey
production curiaiiments in 2008 1o impeoes o proliakilty, In
acldilion, during the kst guarter wa shut down one sawmill and one

clods e Saearnis in Firdend lor 2004, and lake hribér producicn
cuta al sevwasl mila in Fnland, Twe Balic Salag, Aoalha, e Caach
Reputlic and Swaeden, Thesa messuwss wil reduce toial produchon
by mboa 1.3 million cubic metnes annuaky,

Imperewing our profitabdity theough resolve and fragh
Thendking .

Cur pricrary [arpal in 2008 & o ingrove polilabilky in g @Ml
bumineas ervianment and i folow Trough on the leugh decigions
we announced al tha end of 2008

I e Gt Besrrn v el acfust o pressliling marked condilians. in
the fonger ienm, wa ramein bugyad by the polenisl o wood 83 a
conginction materal and soue of bloenangy, and will comirua our
stralegic assessment of cur producls and markels o defing G
ol groftatls long-em business portiols for 1ha comgpang We
ara alsa Imiting cur expoeura 10 tha laast competitva raw matnia
regions, msinchring our asset portiol as requied.
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» CEO Letter
e Excerpts from the 2008 annual report
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Review
______ . by the president

Dizar Reades,

The year 2008 was charclensed by Lthe
rapid alowdown in the sconomy ard high
woad costa. Sales decreased acroes all of
our businesees and profitability declined
sigmificantly from the level of 2007, The
fimal guarter was weak, even thowgh oper-
aling profit far the whale year was € 313
millisa, excluding epecial onwa

Earnings per shere, sxcluding special
items, amounted to € 0.42 for 2008, com-
pared with € 1,00 per share im the previous
yeear. The Board prapases that sccording Lo
UPMYs pewr dividend palwcy based on cash
flow, the dividend payment o be
€040 per share

During ihe last four years, we have
reduced costs significantly and are now
better prepared to respond to the weakened
economy and changing siructures.

In the past year, UPM contizued alfans
La adapd o & busisess anviranment ol alow
growih and rising costs. Except for wood
and energy prices, the compary was able to
rednee other variable and fized costs sig-
nificantly = an achizvement for which all
LIPM employees deserve {hanks,



UM W raview by the presideni

In Siplember 2008, we desided o
fecrTganiee our business stractars and closs
ol lesst competitive paper and pulp ca-
pacity it Finland &5 well as to sircamline
operations in all business groaps, units nnd
fuctions,

The Eajaani paper mill and the Terva-
gaar pup mill wers closed permanenily by
it end of 2008, We alse published plans o
clos: several self-adhesive |abelstock pro-
cductian knes and redwcs cutting copesty in
Eursps i 2003-F010, In the plywaod and
tirnber businsses, the decling in demand
el 1o layodfs @x well as the closures of the
LrzomAkl farcher processing plant and the
Latvonmiki ssmmill.

Oar proactive moves o close down
paper capacity impeoved cost competitive-
nes and customes mix of our paper bsi-
nesa Wewere alio able to raise paper prices
slightly duaring the pear,

Mareaver, the company’s long-tecm G-
nancial largets and dividead palicy were
penewid. We want to secars suffhciend f-
panelal Sedibilicy by cmphasising the im-
poriascs of good balance sheet and espe-
cially cash fiow, The new dividend palicy
airns b provide, in nddition e a steble div-
idend, cash for repavment and prowth 8-
yeslmenls

According to our new vision, we want o
become the frond-ranoer in the new forest
industry. The new forest indwstry refers 1o 2
husiness spvironment in whick companics
must End completely new ways 1o explait
hipmass opporianities even beiter than be-
fore, &5 well as eneate sdded value and cosl
hesiehils For their customers, [t alsa means e
new competitive eovironment in which cosl

Jeadership, readiness to change and innova-

thon are the preconditions for sucoess

The mew business sirocinre implemented
in December is n clear sign of our resdiness
to change and cur new direction, We pow
operzie in three Business Growps instead
ol five divistams.

In the futone, enerpy and pulp will nog
only serve our paper indusiry, bud they will
be developed into indzpendent marked-
driven businesses,

Combining the tkeee farmer paper divi-
swoma inte ene Business Group snables
laster decksion-making and more sream-
lined operations. In the papst business,
UPM hns a unique opperlunity to
strengihen its cast leadership by aplimizing
resoarees, produciion and invesiments.

Wiih the help of engineered malerials,
LIPM plans to increase the importznce of
rapidly growing and kigh value-adding
bukinesses bo e campany.

Wi bolleve that the new structose offess
good epporianitiss to draw on the compa-
oy's competitive ndvaniages, and [ am con-
fident that thess changes will have o far-
reaching impac on UFM.

In 2003, the operating esvironement will
b difficulr. It is crucial 10 ensare the Enple-
mendation of our sireambBned, fexible way
of working, s0 that we maintain 2 high
lewel of customer servies but a1 the sime
Lime save coste In this way, we can slep up
our aperations quickly when the basingss
begina i take a tuem for the betber,
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Key financial information
19992008

Solay
FIGURES FOR 2002-2008 ARE InE =
REPORTED IN ACCORDAMNCE =
WITH INTERMATIORAL FiAMNCLAL :": l
REFORTING STANDARDS (IFRS), s il
WHILE FIGURES FOR PREVICUS ;
YEARS ARE BASED OM FINNISH s
ACCOUNTING STANDARDS [FAS)
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The year in brief
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Industry information

* Development of input prices

Fibre wood prices in Finland, €/ m*
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