
Item ‘J’ : Incroductioa to Paper/Pulp Session 

1. T!is first slide shows the coatrfbucfons co the Group’s 1986 Tunovrr 
and Trsdlag Proffts from the different Paper and Pulp 8ctfvlties. 

Ic also shows the iorccasts foe 1993 takea from the Operscfng Croup 
plans. 

Once again. ehera are slight differences from the figures shoua by 
David tilvey but aoae of these 1s SigaifiCNlt. 

2. Key features of the cable Lre:- 

(a) The importance of Carbonless (vblch lacludas Thetmsl &pets), 
occouatiag for 64% of profics in 1981 sad 68x in L993. 

(5) The sigaif leaace of the 239 aillioa contribut La from pulp in 
‘388, which oaly rises to e4S sillion by 1993 bemuse of an 
expected squerre 00 prices sad msrgias. 

3. Iairing AppLetoa sad Vfggins Tespe first, the recuras OR set sssets in 
both companies are around 22% or 23% bad rssuoiag chat these tecurns 
caa be sustained. the busiaesses should bs capebls of lPce&q the 
Group’s requlteaeac for self-funded gtwch. 

4. ~sessseaes of the wrket prospects for the -ia seetom ia uhich the 
two coapsafu operate suggest that rlchough the &msad for Psper 
overall is expected co grw bt 3% pea.. Printfags and Wrltfogs will 
grov at stouad bZ ?.a, with Carbonless growing somewhat faster at 
o-s. This, however. is sigaiflcaatly slower thm the growth rates of 
over 10% experienced b the l srLy 1980’s sad slso represents a 
decrease from the 74% catu of grovth fa 1987 ssd 1981. 

5. me UfSCing activity with the best prospects for growth is ThemsL 
Papers, ussd la fax mschlaes (SO%), seasltised labels (20:) sad ocher 
l pplfcatioar such 8s recorders for charts (30%). klthough the current 
s:ze of the us&et 1s sul.l la rrlatioa to Csrbouless (40,000 toaaes 
ia the US coupsrcd vith 900,000 toaaes for Cmbonless), de-ad is 
grwi.ag at over 20% ?.a. and by 1993 is expected to teach over 100,000 
tames p-0. The uarkrc in Europe baa siailrr charactadstics. 

Longer tsta, futtfrer technferl developseats are expected to lesd to 
fax mschiaes cPpsbLe of using plain paper but men vhen this 
developumnt occurs. the grovth rstes for Thrnssl papers sre still 
l rpecced to remain high. 

6. The demsad for pulp is foreust to grow at l rouad 2.8% with msrkst 
pulp (i.e. pulp sold on the open osshee tather thsa being used la 
facegrated maufscture) grovtng somevhsc faster at around 4% pd. in 
llae with cbe grovth in output of Priorlags aad Uritiags. Substsatlsl 
iwremed caprcity for Pulp maaufrccute ts due to cone on stress fa 
the estly 1990’s just when demand is expired to -shetin is UW with 
cbs forecase reduction fn the nte of ovetsll aconafc grwtb. As s 
result, prices are expected co be u&r prrrwrr at about this Cl=* 
Rowever, because of its better ecoaomics, the ~tgius on tuuLypCos 
pulp should hold up tsther better than those for th hfghet Cost pulps 
bsssd on krtheta softwoods. Longat tsm, prices are expected to fall 
gr&dudly in reti tens as further sources of 10~ east wood are opened 
up- 
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7. Because of the balance berveen pulp and peper capacity, the Group v&l1 
be soothac insulated frw the affects of cbe drop Ln pulp prieee 
since the lover profits from pulp vi11 be offset, at hut lnitlally, 
by improved papr argtns. Xouever, the longer ten prospeccr wee be 
for lover grovth aad increased pressure 00 aergins due to the pressure 
on the Carboalus markrc. 

8. The forecasts for Ulggfns Teape show seles iacreesing faster than the 
market due to an auumed 0.5% p.o. laproveeeat in market share. 
Profits are shovn as increasing by 15.7% pea* due to fmproved 
metpins. 

9. Appletoa La foreurring lover grwth ee eerker shares are asked to 
fall gradually frem 4% to 43%. Bevever, even thtr represmxts an 
improvemeat in trend comprted vith the last tvo years durlqg vhlch the 
mnrbt share fell from 50% La 1986 co 45% in 1988. Tredieg Profit8 
8re forecast te lncreare by 11.4% p-e. over the asxt five years vbieh 
fs signlfluotly facet than sales. 

10. The 8emitlvity of Caere forecasts for the existLog busiuerses Is ae 
obvioue Issue. Bovever, u indicated la the Chal~o's l eelysie of 
tha strategic Issues for the Group, it is suggested thet the eein 
discussfoa today ought to ceatre on the reuevel optioae for the 
busineea . 

11. The subjects for d.&rsLon are swmarlsed oa the next slide:- 

(0) The fiat requirmenr is co identify poesible reaevel option* 
meeting the Group’s criteria for returns and grovth potential 
and also being Lerge enough to be sl@fieenc la reletloa to 
Carbonless. r5 sub-issue hera will be the potential size of 
Tlmmels and the extent to vhfch this product group her the 
poteocial to boost the growth of Cerbonless to acceptable rates 
overall. 

(b) The ucood issue is the level of lnves tmenc thet would be 
requfrd co establish the Group ta a leadeahip posftion la 
vhichever market segmnt is fdentffiad for the renew1 option. 

(4 -4aeuming that the reaevel optfoa fnvolves en eatry iato a 
subs taatial neu market, the Lavestmenr requfred to establish a 
leadeahlp position would be efgniflcencly large end the Group 
msy aot wane to comic this scele of further resource to Paper. 
It hu therefore been su#sested that alternatIve strategies 
eight be coastdered for l genuine merger through an uchange of 
sheres rrcher then through so outrlghr l cqafsitfm. 

(d) The final tvo irrues are coacerned vith the options for Bruil 
end for BATCo. Bovever, the most Important Issue is the nueual 
optioM. 

[The Chairman to invite !ir. Prison or Yr. Brougbcoa to open the 
dlscuesion]. 

Rs/atr 
29th’ April 1989 
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