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Western European
packaging
marketl.5 — 2%

High level of incoming orders
despite economic recession

Ladies and gentlemen,
Dear business colleagues,

May | use the opportunity to draw your attention to a first rough estimate of the world-wide economic
development and the respective outlook for the cartonboard industry. After a highly turbulent year
2000 - soaring prices for natural resources, exploding energy costs, substantial price increases paralle-
led by exceptional demands in Western and Eastern Europe — everything points to a slackening of eco-
nomic activity in 2001.

Development of the world economy:

The development is interpreted in different ways: Mr. Alan Greenspan, chairman of the US Federal
Reserve Board, forecasts a "near-zero growth for the United States, but does not speak of recession.On
the other hand, Mr. Alain S. Blinder, the US star economist, estimates economic growth in the United
States at approximately 2%. At the last world economy forum in Davos, the economists J rgen Von
Haagen,Germany, and Jakob A. Frankel, United Kingdom, predicted an economic growth of 2 - 2.7%.

The packaging market has traditionally paralleled GNP development. It would therefore not be surpris-
ing if our industry saw a comparable growth. We at MM Cartonboard Division estimate market growth
in Western Europe at roughly 1.5 — 2%. Even higher figures are expected for Eastern Europe. All in all, we
expect a thoroughly positive business development: at a lower level, yet more stability, programmable
development, acceptable delivery periods, safe supply and a close and flexible co-operation among all
players of the entire "supply chain . Already, the Internet is increasingly used as a platform for informa-
tion exchange as well as our business transactions (B2B).

Hoping that this year will be characterised by a dynamic and promising business development in our
industry, | remain

Sincerely yours,

F. Rappold

MAYR-MELNHOF KARTON GmbH & Co KG m

Brahmsplatz 6, A-1041 Vienna, Austria

Tel. (++43) 1/501 36-0, Fax (++43) 1/501 36-1391
e-mail: gms@mm-karton.com

www.mm-karton.com

Wwww.mm-community.com
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3 C Customer - Communication — Cartonboard

In the year 2000 we continued implementing and optimising the "3C computer system along with the
necessary organisational changes. About 120 employees in our sales offices and 250 employees in our
mills were fully trained to provide a uniform level of knowledge for highly qualified cartonboard
experts in the customer service.

In the last quarter of 2000, the "3 C System was also introduced in our mill in Kolicevo. This means that
now all our mills, sales offices and warehouses are fully linked to the central database in Vienna.This
guarantees on-line transactions and on-line information.

One customer, one contact:
One of the principles of "3C is one customer, one contact . To accomplish this task, MM Cartonboard

Division has established a logic sales unit in its mills (e.g. Kolicevo for Eastern Europe, Vienna for
overseas, Greece and Turkey, and Eerbeek for Scandinavia and Ireland).

All orders for these markets are now being dealt with and processed by one "sales unit instead of 7
offices in the past.

This is why we have also extended our knowledge with regard to customers and markets for each
country. Additionally, our representatives now have one single contact within our organisation for ease
of communication.

We have also introduced a Help-Desk Team that is available to all our employees in the sales, finan-
ce, logistics, equipment and despatch departments as well as to our laboratory staff and all other
departments.

Adjustment and fine tuning is on the agenda for the modules process documentation and
reports/statistics to provide an even better service to our customers and to our mill and sales office
employees.

A professional team of experts implement the re-organisation of our database, guarantee the use of
more efficient equipment and better use of communication systems.

Work on the 3 C modules commission, discount allowance, budget and complaints will also be con-
cluded this year. In the first quarter we will already be able to print the process documents for our cus-
tomers at our local sales offices in Paris, Neuss and London.

This provides a further improvement of the speed of transactions and generally, a more efficient serv-
ice.

3 C has already been used as a platform for our B2B and B2C activities and some customers have
already acquired the status of test customers , which has enabled us to optimise our Internet site
CoMMunity and also guaranteed a free on-line information service for our business partners.

Staff training 2001:

Also this year, our employees will generally participate in numerous 3 C training courses to learn more
about the system procedure, our products and technical know-how in trade and communication, thus
improving their knowledge and meeting the rising demands of the market.
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Survey among leading brand producers and folding
box board manufacturers concerning the use of
folding boxboard containing recycled fibres

In the last six months, MM Cartonboard Division has conducted an opinion poll among the decision-
makers of leading brand producers in the food and non-food industry.

The main objective of this survey was to investigate the demands and requirements of folding box
board manufacturers and assess to what extent recycled-fibre-containing cartonboard qualities still
meet the requirements of today s converting and leading brand industry.

80 companies surveyed in Europe:

Some 25 folding box board manufacturers and about 55 leading brand producing companies took part
in this survey. The target group of this survey were decision-makers in the fields of packaging, distri-
bution and manufacturing.

The survey was principally conducted in European countries, with special focus on Germany, Great
Britain and France.

The questionnaire that was sent to the surveyed companies generally comprised three main issues:

¥Partl: Assessment of market development and trends
¥Part Il: Use of folding box board in existing products
¥ Part Ill: Use of folding box board in new products

Results of the survey:

The requirements that cartonboard manufacturers in the core areas are expected to fulfil are defined
as follows:

Increased product liability, which already starts with the procurement of raw materials; higher product
competency of the sales staff, which goes beyond knowledge of folding box board;more openness; the
foundation of strategic partnerships; and more continuity. These were identified as future service
requirements demanded from cartonboard manufacturers of the future.

On the part of the leading brand producing companies, there is a significant demand for innovative
products. Those relate to cartonboard manufacturers as well as converting companies.

Feedback from the surveyed companies has revealed that there is growing competition between recy-
cled-fibre and new-fibre based cartonboard. This competition will however, not lead to a dramatic
change of existing market conditions over the medium term.
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The target -"Bring off-line information on-line":

In today s business world, content, availability and data security are integral components within the
communication and business processes.

Mayr-Melnhof Karton is moving towards an innovative approach which will dispel any prejudices of
the "old economy" - not only by offering a unique customer information system,but also making docu-
ments available over the Internet and fostering electronic commerce.

Therefore, MMK decided upon implementing an internally managed "e-workplace", rather than joining
an already existing market place.

The process of implementation:

Mayr-Melnhof Karton strongly believes that only the combination of the "old and new economy"
retains the potential of generating value for all partners within the supply chain.

The ability to offer comprehensive, timely, independent and customised information online is a mile-
stone within the cartonboard business - eight customers are already implementing our new and inno-
vative "Stock tracking and monitoring tools" and "Order monitoring and dispatch tracking tools" in
their day-to-day business.

Following the conclusion of the test phase, all customers will be ready to generate their own reports,
adjust them to their individual needs and integrate them into their analyses.

Launching this new tool is a very important step towards a new and advantageous customer informa-
tion system and an exciting challenge for our sales organisations.

Upon the finalisation of this "e-workplace project, all customers will have the ability to download the
most essential documents (order confirmation, invoice, credit notes, quality certificates), administer
existing orders and initiate new orders.

MM-Community:

MM s Toolset:
¥ Traditional communication lines have allowed us to provide top quality service — the
implementation of this e-workplace will complement these existing services.
¥ The consistent application of this tool will reduce total service and supply chain costs for
each partner.

=
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Not a replacemenfor existing services:
As we devote ourselves to the highestevel of sewice for all our cusomerswe are
convined that even this extraordinay instrument will not r epla@ the individual contad our
cusbmers currently share with our sales epresentatives.

We kindly ask you to send any @mmerts and ideas which may have come to your mind during custmer
visits and talks with colleaguediredly to the MM-Community©email address:

mm-community @mm-kaon.com
We look forward to an innovative and interesting co-opeation.

Dr. Wilhelm Hoermanseder Franz Rppold
(Member of the Board of Diectors) (Diretor Marketing & Sales)

New "ceramic bladeOin our Froh nleiten mill

The Ocombi-blade unitOis still one of the linchpins of our carhboad produdion business.
As the name "blade" already illustraes, this tool essentially consists of a bladethat is responsible for
the lustre and smoothing the coating.

This so-called "blade" is normally ahin, elastic steel bladethat

¥ extends over the emire cartonboad machine width,

¥ is mounted in a mechanical clamping arangemer

¥ and,like in any surface mating, is applied to the topside
of the cartonboard.

The tip of an odinaly steel blade tends to wear down rather quickly,
therefore its set angle must be ontinuously correded upwards
throughoutthe operating process.

This has the efect that during the 6 to 8 service hours of a onven-
tional blade, the application weight, lustre and smoothness on-
starntly changes.

Thanls to state-of-the-at plasma technolog, it is now possible to
coat the tip of this steel blade with a thin ceramic layer. This pro-
longs the life of the "ceramic bladeO to over 200 sefice hours, so
that it is no longer ne@ssay to continuously corred the blade
angle

The machine poduces a carbnboad quality with constan and non varying propeties (@pplication

weight,luste and smoothnesg,which also has an etremely positive efect on machine "runnability"
in the printing process.




