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�� Significant credit crunchSignificant credit crunch

—— Difficult for even companies with strong balance sheets to operaDifficult for even companies with strong balance sheets to operate due tote due to
capital rationingcapital rationing

�� Many of the offshore economies areMany of the offshore economies are now in worse shape than the U.S.now in worse shape than the U.S.

�� Initial signs the financial system is starting to function againInitial signs the financial system is starting to function again

—— Global bond issues up ~ 10% year over year in Q1Global bond issues up ~ 10% year over year in Q1

—— Interbank lending rates have plummeted from their peaksInterbank lending rates have plummeted from their peaks

�� Still lots of macroStill lots of macro--economic unknownseconomic unknowns

—— Could we be facing a “lost decade”Could we be facing a “lost decade” of growth like Japan experienced?of growth like Japan experienced?

—— Historically, peakHistorically, peak--toto--trough changes in employment & house prices taketrough changes in employment & house prices take
~5 years after a severe financial crisis (2012?)~5 years after a severe financial crisis (2012?)

The Current Chaos
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China Purchasing Managers’ Index

Source: CLSA and CIBC World Markets Inc.

• However, there are some bright spots on the horizon.

• China is implementing a $725 billion stimulus package. This is equivalent to 16% of GDP
(vs. 6% in the U.S. and 2.5% in the EU).

• The impact is already showing up, with a clear turnaround in the perceived business
conditions in China. But is this enough?
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A number of pressing issues are at play in the currentA number of pressing issues are at play in the current
chaotic economic and business climate.chaotic economic and business climate.

Some are a result of the dramatic decline in global demand, andSome are a result of the dramatic decline in global demand, and others areothers are
independent:independent:

••Significant shift in cost structuresSignificant shift in cost structures –– Driven by changing currencies, prices andDriven by changing currencies, prices and
volumesvolumes

•• Changing trade & transportation patternsChanging trade & transportation patterns

•• Evolution in public policies with regard to energy pricing andEvolution in public policies with regard to energy pricing and carboncarbon

•• Evolving role of government in general, including a reEvolving role of government in general, including a re--assessment by someassessment by some
governments of the forest industrygovernments of the forest industry’’ss ““social contractsocial contract”…”….tenure reform is on the.tenure reform is on the
horizonhorizon

The Current Chaos
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�� Transport costs areTransport costs are
typically 20%typically 20%--30%30% of theof the
total delivered cost oftotal delivered cost of
forest productsforest products

�� Cost of ocean freightCost of ocean freight
transport has fallentransport has fallen
through the floor. Indexthrough the floor. Index
down from ~3500 in Maydown from ~3500 in May
2008 to ~250 in January2008 to ~250 in January
2009, and back up to ~7502009, and back up to ~750
in Mayin May

�� The worldThe world has becomehas become
smallersmaller –– despite thedespite the
rhetoric that globalizationrhetoric that globalization
is reversingis reversing

�� International trade willInternational trade will
playplay a bigger rolea bigger role –– butbut
offshore demand has tooffshore demand has to
pick up firstpick up first

Baltic HandyBaltic Handy--Size Freight IndexSize Freight Index

Source: Baltic Dry Index and CIBC World Markets Inc.
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World Currency Movements (Against The US$):World Currency Movements (Against The US$):
Average Q1/2008 Vs. March 31, 2009Average Q1/2008 Vs. March 31, 2009

Source: Bloomberg and CIBC World Markets Inc.

�� Due simply to changes inDue simply to changes in
exchange rates, the costexchange rates, the cost
competitiveness of thecompetitiveness of the
Canadian industry hasCanadian industry has
improved relative to that inimproved relative to that in
the U.S., Euroland, Japanthe U.S., Euroland, Japan
and Chinaand China

�� …… but Canada has lostbut Canada has lost
competitiveness comparedcompetitiveness compared
to key offshoreto key offshore
competitors in Sweden,competitors in Sweden,
Brazil, Russia and NewBrazil, Russia and New
ZealandZealand

�� Downward pressureDownward pressure isis
being exerted on pricesbeing exerted on prices
denominated in US$denominated in US$ ––
benefits of weakerbenefits of weaker
currencies passed on tocurrencies passed on to
the consumerthe consumer
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Average Delivered Conifer Pulpwood PricesAverage Delivered Conifer Pulpwood Prices
Q1/09 Average Vs. Q1/08Q1/09 Average Vs. Q1/08

Source: Wood Resources International and CIBC World Markets Inc.

�� Changes in currencies andChanges in currencies and
demand have caused ademand have caused a
downward shift in the globaldownward shift in the global
cost curve for pulp fibercost curve for pulp fiber ––
the biggest drop in US$the biggest drop in US$--
denominated pulpwooddenominated pulpwood
costs in over 20 years. Thecosts in over 20 years. The
curve is now much flatter,curve is now much flatter,
and in two segmentsand in two segments

�� The largest declines haveThe largest declines have
been experienced inbeen experienced in NWNW
Russia ~50% and ChileRussia ~50% and Chile
~40%~40%

�� Changes within N. AmericaChanges within N. America
are very uneven: W. Can &are very uneven: W. Can &
PNW ~30%, E. Can ~20%,PNW ~30%, E. Can ~20%,
and U.S. South ~5%and U.S. South ~5%

�� Europe is down 15%Europe is down 15%--30%,30%,
depending on the countrydepending on the country

Average Delivered Conifer Pulpwod Prices 
Q1/09 average vs Q1/08
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Selected Thoughts On HousingSelected Thoughts On Housing
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U.S. Housing StartsU.S. Housing Starts

The U.S. housing start chart speaks for itself. Single-family starts fell to 356,000 (SAAR) in
March .…. <1/4 of the peak.

We have a cyclical problem in housing demand – 0.5MM in 2009E and 0.7MM in 2010E?

However, we don’t have a secular problem. Normalized starts of 1.5MM in the U.S. is
reasonable…. but when?

In the meantime, expect more sawmill closures. We are now into the third year of a bad
lumber market, and folks are running out of cash. 15 sawmills estimated to close in Southern
U.S. in 2009 (~750 MMbf)? – 7% capacity drop.

Source: U.S. Census Bureau and CIBC World Markets Inc.
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U.S. Housing Inventory For SaleU.S. Housing Inventory For Sale�� The housing marketThe housing market drivesdrives
the demand for solid woodthe demand for solid wood
products, and a good part ofproducts, and a good part of
the U.S. economythe U.S. economy

�� TheThe ““months supply ofmonths supply of
homes for salehomes for sale”” is still moreis still more
than double the historicalthan double the historical
levellevel

�� But theBut the absolute inventoryabsolute inventory
has actually been cominghas actually been coming
down since Novemberdown since November

�� If this trend continues (If this trend continues (andand
mortgages begin to flow,mortgages begin to flow,
andand more foreclosures aremore foreclosures are
avoided), theavoided), the ““months ofmonths of
supplysupply”” could dropcould drop
dramatically in late 2009dramatically in late 2009
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U.S. Housing Affordability IndexU.S. Housing Affordability Index

Home prices have already come down substantially, and interest rates are low. As a
result, affordability of housing is now at its highest since at least the mid-1980s.

However, many are still reluctant to enter the housing market since they are not
confident they will have a job.

Source: National Association of Realtors
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�� On the supply side, the key problem facing the housingOn the supply side, the key problem facing the housing
marketsmarkets is foreclosuresis foreclosures,, and they could delay the U.S. housingand they could delay the U.S. housing
recovery until 2012.recovery until 2012.

�� The ~$1 trillion in subThe ~$1 trillion in sub--prime mortgages has been the problemprime mortgages has been the problem
over the past two years.over the past two years.

�� Over the next two years we still have to be concerned with theOver the next two years we still have to be concerned with the
~1 trillion in ALTA A and ~$0.6 trillion in Option ARMS that are~1 trillion in ALTA A and ~$0.6 trillion in Option ARMS that are
up for renewal.up for renewal.

�� Will the Obama administration’s efforts (e.g., HomeownerWill the Obama administration’s efforts (e.g., Homeowner
Affordability and Stability Plan) really solve the problem? No oAffordability and Stability Plan) really solve the problem? No onene
knows.knows.
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Selected Thoughts On PulpSelected Thoughts On Pulp
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�� The pain has accelerated in the form of capacity closures, but iThe pain has accelerated in the form of capacity closures, but it is also beingt is also being
more widely sharedmore widely shared

�� Gross closures of global wood pulp capacity (mkt + integrated)Gross closures of global wood pulp capacity (mkt + integrated)

20002000--2007: ~29 million Tpy, of which ~65% in N. America2007: ~29 million Tpy, of which ~65% in N. America

2008: ~10 million Tpy, of which ~50% in N. America2008: ~10 million Tpy, of which ~50% in N. America

�� But this misses the closures of nonBut this misses the closures of non--wood pulp capacity in Chinawood pulp capacity in China

-- 20052005--2008: ~5.4 million Tpy closed2008: ~5.4 million Tpy closed

-- NDRC has targeted another 2 million tonnes by end of 2011NDRC has targeted another 2 million tonnes by end of 2011

Rationalization Of The Pulp Sector
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�� Alternative Fuel Mixture Tax Credit confers a significant subsidAlternative Fuel Mixture Tax Credit confers a significant subsidy to kraft pulpy to kraft pulp
mills in the U.S. … $6 billionmills in the U.S. … $6 billion--$8 billion range in aggregate.$8 billion range in aggregate.

�� Equivalent to roughly $220/tonne of pulp.Equivalent to roughly $220/tonne of pulp.

—— Major impact on relative cost positionsMajor impact on relative cost positions –– U.S. mills now dominate theU.S. mills now dominate the
lower end of the N. American cost curve.lower end of the N. American cost curve.

—— Difference between generating negative EBITDA and a decent returDifference between generating negative EBITDA and a decent return.n.

—— Offsets being lobbied for in Canada. So far, “heat, but no lightOffsets being lobbied for in Canada. So far, “heat, but no light.”.”

�� Status remains uncertain:Status remains uncertain:

—— Administration is recommending it be eliminated in October.Administration is recommending it be eliminated in October.

—— Will likely expire at the end of the year.Will likely expire at the end of the year.

—— Even though transitory, it provides a significant boost to the bEven though transitory, it provides a significant boost to the balancealance
sheets of selected players.sheets of selected players.

—— Replaced by something else related to renewable energy?Replaced by something else related to renewable energy?

U.S. Black Liquor Subsidy
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U.S. KRAFT PULP MILLS BECOME LOWU.S. KRAFT PULP MILLS BECOME LOW--COST PRODUCERSCOST PRODUCERS
NA Market & Integrated NBSKP ProducersNA Market & Integrated NBSKP Producers –– Manufacturing CostManufacturing Cost

Before the tax credit*, Canadian and U.S. producers were distributed throughout all cost levels. After 
the potential tax credit is applied, U.S. producers dominate the top 50% of lower-cost pulp producers.

USD/mt 2009/1Q
Before Tax Credit
US Mills After Tax Credit
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DRAMATIC SHIFT IN ECONOMIC ADVANTAGEDRAMATIC SHIFT IN ECONOMIC ADVANTAGE
NA Market & Integrated NBSKP ProducersNA Market & Integrated NBSKP Producers –– EBITDAEBITDA

USD/mt 2009/1Q
Before Tax Credit
US Mills After Tax Credit

**EBITDA=Pulp Price(550 USD/mt) - Manufacturing Cost - Delivery Charges to Natural Market
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Looking Out From The ChaosLooking Out From The Chaos
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Silver Lining?Silver Lining?

�� The financial crisis is causing mayhem throughout the globalThe financial crisis is causing mayhem throughout the global
industry… but it also may have a “silver lining” for N. Americanindustry… but it also may have a “silver lining” for N. American
producers:producers:

—— Caused capacity expansions in S. America to slow downCaused capacity expansions in S. America to slow down

—— Added fury to theAdded fury to the “Perfect Storm”“Perfect Storm” that has moved onto Europe afterthat has moved onto Europe after
hitting Canadahitting Canada

—— Revealed that the Chinese industry is much more dependent on dirRevealed that the Chinese industry is much more dependent on direct (&ect (&
indirect) export markets than thoughtindirect) export markets than thought

—— Exposed the “weak underbelly” of the Russian oligarchsExposed the “weak underbelly” of the Russian oligarchs

�� Implication? Future offshore competition may be less than we hadImplication? Future offshore competition may be less than we had thoughtthought –– atat
least for a while.least for a while. Markets will be tighter when the recovery does eventuallyMarkets will be tighter when the recovery does eventually
come due to reduced capacity.come due to reduced capacity.
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Don’t Confuse The Cyclical With The Secular Move In Oil PricesDon’t Confuse The Cyclical With The Secular Move In Oil Prices

Given the shape of the global cost curve for oil ~Given the shape of the global cost curve for oil ~ aa ““normalizednormalized”” oil priceoil price
in the US$60/Bblin the US$60/Bbl--US$80/Bbl range seems reasonableUS$80/Bbl range seems reasonable

0

20

40

60

80

100

120

140

160

Jan-04 Jan-05 Jan-06 Jan-07 Jan-08 Jan-09

Actual Crude Oil Price Marginal Cost of New Supply

US$/bbl

USA (Magnolia)

Deepwater,

West Africa

Cdn Oil

SandsOffshore

Brazil

Source: CIBC World Markets Inc. Economics



Don Roberts 613-564-0827 don.roberts@cibc.ca

CIBC World Markets Inc.

CarbonCarbon

�� There will be a price on carbonThere will be a price on carbon

—— CapCap--andand--trade system for NA by 2012?trade system for NA by 2012?

—— Support for international measures at CopenhagenSupport for international measures at Copenhagen
meetings in December 2009meetings in December 2009

�� The value of carbon offsets will likely be dwarfed by the valueThe value of carbon offsets will likely be dwarfed by the value
associated with changes in relative product pricesassociated with changes in relative product prices

—— Lumber vs. cement and steelLumber vs. cement and steel

—— Virgin fiber vs. recycledVirgin fiber vs. recycled
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Source: New Energy Finance, CIBC World Markets Inc.

Global Biomass FinancingGlobal Biomass Financing

The crisis has caused financing in the emerging biomass-based energy segment to 
plummet – down from almost $3 bln. in Q2/08 to $0.5 bln. in Q1/09.

However, this will rebound over time in response to higher energy and carbon prices.  
Are we ready for the implications?

Global Biomass Financing, By Sector (Q1/05 - Q1/09) (US$M)
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�� Recognize we are dealing with a very heterogeneous resource.Recognize we are dealing with a very heterogeneous resource.

�� Match the specific quality of fiber to a specific application inMatch the specific quality of fiber to a specific application in aa
specific market.specific market.

�� Numerous impediments to doing this:Numerous impediments to doing this:

Technological barriers?Technological barriers?

Market knowledge and/or access?Market knowledge and/or access?

Availability of capital?Availability of capital?

Existing tenure systems?Existing tenure systems?

…The industry’s transformation is just starting.…The industry’s transformation is just starting.
Will we proceed in a thoughtful fashion?Will we proceed in a thoughtful fashion?

How Can We Create Value?How Can We Create Value?
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Sector Performer (Hold/Neutral) 144 45.3% Sector Performer (Hold/Neutral) 120 83.3%

Sector Underperformer (Sell) 40 12.6% Sector Underperformer (Sell) 31 77.5%

Restricted 15 4.7% Restricted 15 100.0%

*Although the investment recommendations within the three-tiered, relative stock rating system utilized by CIBC World Markets Inc.
do not correlate to buy, hold and sell recommendations, for the purposes of complying with NYSE and NASD rules, CIBC World
Markets Inc. has assigned buy ratings to securities rated Sector Outperformer, hold ratings to securities rated Sector Performer, and
sell ratings to securities rated Sector Underperformer without taking into consideration the analyst's sector weighting.

http://apps.cibcwm.com/sec2711
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III

Ratings Distribution: Paper & Forest Products Coverage Universe

(as of 14 May 2009) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 3 18.8% Sector Outperformer (Buy) 3 100.0%

Sector Performer (Hold/Neutral) 10 62.5% Sector Performer (Hold/Neutral) 10 100.0%

Sector Underperformer (Sell) 2 12.5% Sector Underperformer (Sell) 2 100.0%

Restricted 1 6.3% Restricted 1 100.0%

Paper & Forest Products Sector includes the following tickers: ABWTQ, CAS, CFP, CFX.UN, CTL, IFP.A, LPX, MERC, NBD, SFK.UN,
SXP.UN, TMB, TRE, TWF.UN, UFS, WFT.

Important disclosures required by IIROC Rule 3400, including potential conflicts of interest information, our system for rating investment opportunities and
our dissemination policy can be obtained by visiting CIBC World Markets on the web at http://researchcentral.cibcwm.com under 'Quick Links' or by writing
to CIBC World Markets Inc., Brookfield Place, 161 Bay Street, 4th Floor, Toronto, Ontario M5J 2S8, Attention: Research Disclosures Request.

http://researchcentral.cibcwm.com/
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IV

Legal Disclaimer

Not for Distribution: This marketing presentation is issued and approved by CIBC World Markets Inc. solely for distribution to institutional investor clients
and not with a view toward public distribution as a research report. This presentation is provided to such institutional investor clients for informational
purposes only, and does not constitute an offer or solicitation to buy or sell any securities discussed herein in any jurisdiction where such offer or
solicitation is prohibited.
This presentation is issued and approved for distribution by (i) in Canada, CIBC World Markets Inc., a member of the IDA and CIPF, (ii) in the UK, CIBC
World Markets plc, which is regulated by the FSA, and (iii) in Australia, CIBC World Markets Australia Limited, a member of the Australian Stock Exchange
and regulated by the ASIC (collectively, "CIBC World Markets"). This presentation has not been reviewed or approved by CIBC World Markets Corp., a
member of the New York Stock Exchange (“NYSE”), NASD and SIPC. This presentation is intended for distribution in the United States only to Major
Institutional Investors (as such term is defined in SEC Rule 15a-6 and Section 15 of the Securities Exchange Act of 1934, as amended) and is not intended
for the use of any person or entity that is not a major institutional investor. Major institutional investors receiving this presentation should effect
transactions in securities discussed through CIBC World Markets Corp. This document and any of the products and information contained herein are not
intended for the use of private investors in the UK. Such investors will not be able to enter into agreements or purchase products mentioned herein from
CIBC World Markets plc. The comments and views expressed in this document are meant for the general interests of clients of CIBC World Markets
Australia Limited.
The securities mentioned in this presentation may not be suitable for all types of investors. This presentation does not take into account the investment
objectives, financial situation or specific needs of any particular client of CIBC World Markets. Recipients should consider this presentation as only a single
factor in making an investment decision and should not rely solely on investment recommendations contained herein, if any, as a substitution for the
exercise of independent judgment of the merits and risks of investments. The analyst writing the report is not a person or company with actual, implied or
apparent authority to act on behalf of any issuer mentioned in the report. Before making an investment decision with respect to any security
recommended in this presentation, the recipient should consider whether such recommendation is appropriate given the recipient’’s particular investment
needs, objectives and financial circumstances. CIBC World Markets suggests that, prior to acting on any of the recommendations herein, you contact one
of our client advisers in your jurisdiction to discuss your particular circumstances. Non-client recipients of this presentation who are not institutional
investor clients of CIBC World Markets should consult with an independent financial advisor prior to making any investment decision based on this
presentation or for any necessary explanation of its contents. CIBC World Markets will not treat non-client recipients as its clients by virtue of their
receiving this presentation.
Past performance is not a guarantee of future results, and no representation or warranty, express or implied, is made regarding future performance of any
security mentioned in this presentation. The price of the securities mentioned in this presentation and the income they produce may fluctuate and/or be
adversely affected by exchange rates, and investors may realize losses on investments in such securities, including the loss of investment principal. CIBC
World Markets accepts no liability for any loss arising from the use of information contained in this presentation, except to the extent that liability may arise
under specific statutes or regulations applicable to CIBC World Markets.
Information, opinions and statistical data contained in this presentation were obtained or derived from sources believed to be reliable, but CIBC World
Markets does not represent that any such information, opinion or statistical data is accurate or complete (with the exception of information contained in the
Important Disclosures section of this presentation provided by CIBC World Markets or individual research analysts), and they should not be relied upon as
such. All estimates, opinions and recommendations expressed herein constitute judgments as of the date of this presentation and are subject to change
without notice.
Nothing in this presentation constitutes legal, accounting or tax advice. Since the levels and bases of taxation can change, any reference in this
presentation to the impact of taxation should not be construed as offering tax advice on the tax consequences of investments. As with any investment
having potential tax implications, clients should consult with their own independent tax adviser.
This presentation may provide addresses of, or contain hyperlinks to, Internet web sites. CIBC World Markets has not reviewed the linked Internet web site
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V

Legal Disclaimer (Continued)

of any third party and takes no responsibility for the contents thereof. Each such address or hyperlink is provided solely for the recipient’’s convenience
and information and the content of linked third-party web sites is not in any way incorporated into this document. Recipients that choose to access such
third-party web sites or follow such hyperlinks do so at their own risk.
Although each company issuing this presentation is a wholly owned subsidiary of Canadian Imperial Bank of Commerce ("CIBC"), each is solely responsible
for its contractual obligations and commitments, and any securities products offered or recommended to or purchased or sold in any client accounts (i) will
not be insured by the Federal Deposit Insurance Corporation ("FDIC"), the Canada Deposit Insurance Corporation or other similar deposit insurance, (ii) will
not be deposits or other obligations of CIBC, (iii) will not be endorsed or guaranteed by CIBC, and (iv) will be subject to investment risks, including possible
loss of the principal invested. The CIBC trademark is used under license.
© 2009 CIBC World Markets Inc. All rights reserved. Unauthorized use, distribution, duplication or disclosure without the prior written permission of CIBC
World Markets is prohibited by law and may result in prosecution.


