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Camn‘ y market
| challen ulp behave like a commodity?
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Pesar Friends

Weare now inAugust though it seemsonly yesterdoyswhen wewere starting 2008,

Phis proven « suriswhal difficull year for all; uncertainly as Lo the future course of Leworld economy I high, eneny
and trancportaticn costs are rising, resulting in a weakening of demand for many goods Including paper. Az a result of
thiswe have seenseme well Enown campanies in paper manufacturing go into bankruptoy which tsalways regrettahls
CMPC has supplied toany ol lhese compantes i Lhie past and 1L is-a shamee osee old costomers disappear,

LN a more positive Note W Nave put togetner a stimulating naswsietterwnich Lam sure will be of interest 1o our readers.

Wehave an article on the CMPE Educatianal Park in the sauth of Chile whers we reretve un to a millinn people seery
yeear =t inly slutdenls - i eruer e make Lhien aveare of the benefils of our forests as a renewable and environmentally
friendly source of products used in everyday life,

Francis Backhouse: the Santa Fe mill manager verites'on the EMPE oulture of constant hinipreasimenl bt aiins Lo priovide
our customers with excellant senpce whilst taking special care of the safiety of both CMPC employees and the envirenmaent.

Mario iz research analystat CMPC |ooksat market pulp prices apd their steady upward trend sines September 2005 probably
Lthe longest period of ontinuaus increase in markst pudp pelees o the Bast 20 vears In line with this trend, deisng the st few
it business headlines have repeatedly noted that commod ity prices Hive reachied recond Highs. infact, prices of almiost
avary tradable good in the wdrld have risen to record Kighs both in naminaliand real (constant LSS} terms and international
freight: rates have followed sult. As market pulp prices are key in the competitaeness of glabal papen manifactirers it usefol
to briafly review the time path of International commodity prices In order to put pulp prices in perspective

This/in addition to maré néws and information that Lam sure will make good reading for.yvou all
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Gulllerma dMullins
Commerclal Director of CMPC Pulp
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o pulp neve

“CMPC is a superbly
managed forestry and

pulp group”

The Managing Director of GUSCO Handel states: “there is

one characteristic which our Chilean partners have which

| particularly appreciate: When they say “yes’, they really

mean "yes', and a “no” slays @ "no”.

Wakter Sehidal Mamaging Director of GUSCO
Handel, our agent far Northern Curope, has
develnped his entiee canverin the forestry
incustry, He starled 4o yeats ago uia pape
company in Auilria, e native countrg. In
1983, his carser progressed in his ourent
cormipany baged in Germanmy and he took
tEEpansiniiny far puip anerationrs amd 1his
comtinued the welationship with CNWOC
initiated by nis prececessos, Mr Achim dees
“Inn this connection - he states | am sure
that Dwas aided by 2 numibser of prinCiples
wehibch e wphicld Switlvin Lthe Schusfeld
Group, One-of thess ixas follows: “GLISED
Hanudel can gty st Dushness success i
W ke B F cantehution 1o ensuring our
supplicny” SUCCEss.

What do you masit apprediate about
wewtking o U pradps basiness?

I conlrast 1o paper business, whach s a
mare local character pulp business it dearky
ﬂll.‘-hﬂ i matuire. by additicsy i Both e

by and g8 shides, prilp husiness i peneally
chatacterized by nepatiation partners on
the twnerSmanagermant feved Ax a reyult,
COMYAFEATIONS ANA Nepotianiant Tind 10 he ol
A very high guality:

‘What were your first impressians of Chife?
bwimited Chike fue U Brst Urog o w84, | shatl
pnaett St ke trip o Santiagn starting
with the tolivd-oul red cirpet in front of the
oldd arrivali hall 3t the airport. Mewer 3 din
dig | enpeTIenCE SUCH 3 reCeption,

The Sheraton Hotel San Christabal was
already in CxisTene batk then, albeit a goed

Wl srnaller-than todaye And farfunatis
thens vieas alneady L pool bat in Lhis
woaderful garden inwhich | ried Chile's
natianal gk, Pigoo Soun, Fuar £l forsd frree
Drar thie past 25 sears it has Becomi
sommetung of & tradition 10 omer a Pisooa
the bar of thee Sheraton Hodel immediabaly
Al arrming from L irope

What thangrm have you noticad in recent
visiisf

Chiie arg part H.'LIIElIE.I‘I ﬁ.il!".,jg'u" ave
andergnne magor changas s the o 15
s A e s oy s been Dulit and 15 o
.||m.1:{:.r oo emall Mt Bighars have b
CONRENCTE Tt On enter sice Dy countiess
medustrial estatec Mew tfop quality helels

P Does Bl sdhide maiy gats ot the Cily
have boen extondod copiousiy

Ir acdditeon Lo tradiGional copper Susiness
ard fruit exports, it has been partoulasdty
pratifying for me Lo se= the incredible hoam
I wekne trade.

Lt bt it It the Chilean farsceoy and
bence, pulp industry has expandod, in fact
ovar thir past g ywars, pulp capacity of
arogind 5 million Lons has been eslaplisaed
i Chile, ensuning thal the country plays a
Ieading nole in intérmational pulp Business
Durinng, oy ey brips. | have been weloméd
By Chieans with warm and sintene

o bty As o result, | feed ke | amd viditing
friends when L am a guest in Chile

Wit is it like to do business wath Chileans?

Irt buskness bfe, thers i ane charagtetsbi
v Do Chiean paitners havawiich |

WaLTER SCHLOGL

particulary appreciate:-Yhen ey sy "ws”
Ehay el by rvian “yes ol a "o stays @ “no”
As somieane af Austrian/Germanie exio Lon
1 feesd s Dl Ty weith Lhis approach
a5 it sipnals clanty selability and logabty;

all gharacterisoios of orecial NN in
aitatibthing businoss relations betveeon Chile
Al EUfOpEan CLsTimes

What has your relationship with CMPC
been fiet

It Fllly v vasth geidic and joy Lo see how ihe
buminess redatinns hetesrsn CLUSOO Handel
atd CMIPC hawn deveioped over the yeam. A
fursd, e sokd only pulp for CARC In 3060, we
assumed Lhe agency for Cartuhnas Tolding
bowboang and, most recently, are now alse
s ponsible for selling radiata phawood,
which b5 Being prodisced in s brand new
factory in the vicinity of the Pacifico pulp
facrory

What is your view of LML

Ny e CAPC i 3 superbly maraged
"m-slr)' and pulp prowup veth an |I-\.|l'.-l.1l11||l||H
image and an excellenl fimandal rating,
Follewving the recenl addibons (o capacity in
Santa fe. CMPCs position as an intermationil
ol Sl bas D b dfueced on g
sistdined basis. Lam canvinoed thal the
eCononuL SUCCESsof a vurnpany hinges

thiee sy cir e haprnan guakity and
expuriise of ils management and employess,
I am confident that on thic bagis we face

a Dol corrimicn Tuture wath further
SUCCELEEL









HirH PERFORMANCH

Our personal challenge

In arder to provide an excellent service. CMPL Pulp pramaotes
a culture of high level performance within its organisation,
based on the continuous development of technical and

J'r-;m:;a;;.“.l.-r:.-' vkiils

Epae b the o of e Rarmang cunve Thir creation of an agile nnd varsatila
1 P serond productien iod ol Santi ks athon wit b the Aecessaty sifls
Fe WL i s Lo days, vedts i only o toy Face challenges forms part of the
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FRRDORO TRt Ty AR an e simenl Loy arelionts” sxplalns Carlos Nelra
af LSS 2 B oenl Do, abevdy LT i .
I Cad Lol hal Asgstant Manager of Human Zecouries
fevelaprivient of Ui eens s prnpst A% A

i \ I a1 L L P

Eairbrme thils pesioed, weork place ialmimg - .
# L (] g 1 ! - |

£ | | : : Iry auhelitran to developing bedhoical skills
crghiad Line 1 1o cehilinue operating
= PR rrer Py ok dleta kel Lo ot e

ugh bt Limie 2 v BOnNg cortmadTod ¥ L
Y oderibip skl Henge 130 superesors ol
Th e of interactive imethads aml ?
safila Ve MU A COmpieting A LD

SimlAtor s during tre training o [ i
L rrerani e HEr oL .-'r'l..'..lll'..'ll'.:
il ol Lo Dhe start o sl g >

IO T ¥l Leae Sl RN
WY Imiporiant —Smphasises .

L i et fanapemeant ang technad oy I trs
Francrt Rackborse, Manage: ol Sants

Prrdiviss SLiching A B aping] aom et

mn ."‘,I,:” 1l i VN LD I |

ortpects to contribute 10 the statisgic
PO s TR E rmetneos o Bur Iraming h

s TS o Lhie &l
TR &, svhich W hande exxpanden
DS Wit 3 COrmyeine |_':!1 1al e WA Aditsonanl 290 -.-||| ETvesOrs al Pacindh
[ |'||'|'||'!||' i '| ||| | iy Ty B TAIN. '__'|I|:_I (101 | AT, nilh '1”"'.'_-:'."'”'”'
progness of our operation of develnnment during 2000

FRANCIE B.I"IEK HOUSE Cencial Manaper of Sanbe = Mill foa CAAPE Dy

s



Mo Envirenmental Mislakes




08

Pulp prices .
inflationary economic scenario

Therecent developmant of markst pulp prices ig .H"dlf'nhl‘l'-fllll.-' avsry interacting
ISSUE, DUt 2N r-deplh analysis would niduing a report of 100 pages minimum. 4

feve of the kl_':.l' aspects are detailed belaw

Like manyother commodities. pulp s traded in USS and this penod of confinuous
increanes in manke] polp prices fas coingided with a capid devaluation of the

LS currency. For pulp consumars culside the USA, the sirength of thais local
currencies has mitigated the impact of nding pul p prces

Of course, 35 s usudl in saconomics, there are two ciges 1o this argument; the
strengthening of the currenciés in pulp prodeding countriss causes significant

Eurgpean Pulp Priced
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Chbnede Pulp Price

[ ITITErees
| L ET e

Commodikty Press Clipp

Food

e el OF CRerae TRO A L e e, Sowel
gt s e g an inreE seng Wi e e
woverrred arad 3 ppecicl 247 LA

=i Boem
regrslly wa unaible bo Fod am asamrzt e Pl phdbidn
T bagrniigr
leng 2 mg peaple can remerr bt fa0
bt il by il S s o e i

s sauE The Seonerist Winbe: 1262

T=wd in ey 18 jrd Ll

HEREEY 41 W
FUS DeE® 3 2 FLERY - (AR Sl BT pr ity
PibeF pahite e 1 - ¥

Metals

REaA e e 280 ¢5eal2sed. A ohel ooy 1
wione A, e e b reoird Pagt, el

Bt ual T sispuweifvnd pir off

Richy ‘"FE‘ oo dl v By Pt th Sy PR

A7 G 0 el by T 3 G
wheh Iy die oD e wartn G Sy ute elas
furvpat :l'l"'"'\'

ey et el st iy

=it it e afl
S he MATUrE IZEIUNTES BT Capehe TR T Lt
sl Larpe i flons of Tonpagrmechangs Thal 38 1o
the appraciation of 1R fuenes dndsminmg fhe

oy PTG frathunad swpoet i il re

I @ EConrm sl % To0 inses

..

e —

'H_"T‘r!'l"'l'rﬁt‘—ﬂ"'l'rﬁ‘:'l_r!"ﬂ‘:"f

. E R Eukhi &% @Y



cosl prossures. g Lhal in Lhe case of
wood prices, which are the main item in
thie cost of pulp production, tne cost has
rematned conatant at best, and inm
rates has increated it local Sdue toa
variely of differend circamslanives, bih
climatic and maikgd diivn

I i imporant teemember thal
i the recent past up wiibil the end

Pulpp arad olher geommgdily prices
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of 1ast centuty, market pulp prices

had shewm a close correlation to the
price dovelopenent of other indusksial
commoditics workd brade. The
development of pulp priceswad driven
by the same macroeconamic factors that
Infhierce other pomrmedities prices, This
worrelation has weaakened singe the third
fuarter ef 2008 markel pulp prices have

It bs interesting to considar why pulp prices
Fuwe desvinted from the price trend of other
industrial commcdities. Cleady there ané same
faskots siicuc to the plp and paper industry
LHat have meant that pulp prces s
foliorvvod a difionent path siege the mighdle of
oo thie fofirwing e wenrth mendinning:

From the demand peint of view, despite thae
{act that market pulp demand Ras bixn
driver rieeritly by thie sapid coonemic grawth
of China, India and other Asian couritties, a5
i thie case of many other commogitie, it
rouunst b recoginized that plabal market puip
consumption has not grevm ol the some ale
a4 othier mdustial commodition ol metils
ornd focd prodiicts Waste paper |y being uscd
increasingly o a fave el e i paper
) paseboard anufacl i, wid paper
consumgtion i the devaioped world i flar o
derrEasitg ) worne spraii segiments,

Freeeny thes suppde poind of e Lhiene are L

TTRC PUR

risen amund §0% while The Ecorpmizt
Industrial Commodity Prics Inds, that
excludes oil, lood and of course pulp, has
tisen over J0% in the same period, In
other words, if the traditional historical
correlation had continued, in June of this
yean ranked pulp prices veould hase been
atound USH coa/lennel

pociam charatlerdslics unigue to the
pulp industey that help to explain this price
differentiation betwedn other commbdities:;

= Firsthy asstrrant in the pulp industey bas
artually nCreasind over L pencd, 1o the
extint (il pulp mill closirss have Lapey
been offset by nesy CAPICTYIN Ths vay
ket pulp production hag inoessed mene o
bess i fine wth grewel i in demiand

» Sisgonreliy, the creative destruction procese
in Qe madket puip ingustry has itduced (he
greswth and eurvival of the bast in terms

of gl ST eMOendy i ecanomic
tarns, woeld market pulpsiipply cunees ars
becamang flattér vy year and the Jverape
workl delivery price thewd that a mome
enoon! glotal ndusiny has been anie o
miitigate the cost prosanes af ncrocding
sweadl [abdur and trangaiiation cosldand
the stiengthening of the local currencies of
rriarket s priclicess outice the LISA
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1 HALF 2008

Facts & figures

CMPC PULP

Dperations & Sales

Durings thee lhesl half ol 1he year,
production seached alimost 1 miliion
tonnes, r-nﬂl.-t.hn! Santa Fe Line 2 at full
opesation, “roduction had marginally
inerezsad {+4.4%) cver the figure

reponed for the second hall ast yeat
Produslion L Sales
Sabey b Rt irt line wilkle

prodiuction, neaclibng 585 008 tonnas,
alightiy less than in the previogs
Semester |- 188

Sales distrlbution by markets and type
remained basically the sarme ag I acoy
Armerica (17%); Elusone {3351 Asia (43%)
andtners (2%) SEKF (40%) BERI (b0,

Costs
Unforiunately out costs. lavwe been
atbeersely allectid by the giobal
inflatianary pressutes cutrenthy
affecting the main raw materialg
ivetlved in pulp production and the
strangth of pur local cureency Diring
the second quarter of this yedr ous
Dperating Costs have inCreased around
30% compared to the same fgue lasl
yearin LSS and our local eurrency has
appreciated 13% F-r!-i&ﬂ.‘l Fatas hoave alen e -
increased around 30% pwer the same B ——
L =
=y N
L.
"o

Saben by Reglon & Grade vHoooS

perad. O outst Wi ang doing our
besl inonder 1o koo our Cosls prnler

eantrel and with this being a global
phenamenum, wie belitus our cost
competitivetess iemamnsintact

|1



Operating Results
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PROGRESS IS MADE ON MODERNISATION

STUDIES FOR LAJA MILL

Sinee mid 2007 CAMPC Pulp has been
stisdying alternatoie optuons fof the
modemization of Laja sl which in 1959
plonzeted the production of krall wood
puilp in Chile

T COMPany i waorking in mudt)
discipling teams and has the advice
of locat and forcign consiltants

to g 3 solulion 10 endure nat

the mill is sustainable in the long
term, This primarlly invoives the
cvaluation of options to improve its
CoMmpElithg position 2nd At the came
Lime puarantes 3 high standard of
envirimmental pErrarmande 1higugh

the tmplementation of Best Sva:labile
lechnigues (EAT), a5 the Head of
Operations of CMPC Pulp, Eckart Eifne

explarmad

CMWPT Pulp is carmpng out a similar
propect at Pacince Ml waith an
investeent of USSss millicn, it hopes
to achieve signincant improvemaents

in the reduction and management of
emissions, ILs eslmated that Uhe work
winich includes the replacement of the
secondary efflwent theatment plant.
will be finished by the end of 2000,
werl b soene envaommental oaefie il

betorehand.

Operating Results

In the fst halt of 2007 higher prices
Coniributed to improve our total sales
hgurcs by O% in LG gollar forma over
the second half 2007, but our costs,
nclinding freight, increasad B0

A5 result, our Gross Margin, LEDTA and
the [DIDTASales indicator wene maore
o leeg in line with those reported in the

second half of last year

:'“'I“-'"IJ'F il he

finalised by the end

|'J_f the year
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Eucalyptus L. This pulpis exported to countres in A

Production and distribution of pt
Fadjata Fine), Laja

CMPC PULP
(so0000 tons
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