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What are we targeting? The Biofore Company UPM

* More than 50% of sales from well performing | A
growth businesses in 5+ years

* Drive strong cash flow through improved margin,
release capital from mature businesses

A

« Maintain solid balance sheet and strong cash flow J

» Increase UPM’s earnings and valuation
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UPM business structure and strategic direction %
launched in 2008 The Bicfore Company UPM

Engineered
Energy and pulp Paper materials
« Expand in cost * Focus on European * Profitable growth
competitive low- profitability in self-adhesive
emission energy label materials
* Consolidation in
* Develop 2G Europe * Plywood renewal
biofuels
e Growth in China e Drive product
« Grow in cost and other renewal and
competitive pulp developing markets develop new
N ' businesses |
* Secure competitive
biomass I
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Actions since launching the strategy The Biofore Company UPM

BA

Biofuels

Pulp

Forest &
Timber
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Actions

Expand in cost
competitive low-
emission energy

» Acquisition of PVO shares
* OL3 investment, OL4 permit and planning

Develop 2G biofuels

« Kaukas CTO-based biofuels investment
* BTL technology ready

Grow in cost
competitive pulp

* Acquisition of Uruguay operations
* Plantation development
* Closure of Tervasaari pulp mill

Secure competitive
biomass

 Finnish forestry development
* Restructuring of Timber operations

Note: CTO = Crude Tall Oil, OL = Olkiluoto nuclear power plant



%

Actions since launching the strategy The Biofore Company JPM

BA

Plywood
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Actions

*Consolidation in Europe
*European profitability

*Asian growth

MY acquisition, sale of Packaging papers

*Restructuring of organisation, closures of
Kajaani, Myllykoski, and Albbruck mills

*Mill CHP investment (e.g. Schongau,
Kaukas, Caledonian)

*Permit for Changshu expansion

Label product
renewal

*Growth in emerging
markets

*Expansion in Poland and filmic labels, new
speciality product lines

*Speciality labels acquisition in Europe

* Acquisition of Brazilian business,
investments in emerging market operations

*Improve profitability
*New products and/or
markets

*Restructuring of Plywood operations in
Finland
*Formable plywood
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Profitability over two economic slowdowns The Biofore Company JPM

% of sales
12 -

Operating profit excluding special items

Target over 10%

10_¥

8.3 8.2

2005 2006 2007 2008 2009 2010 2011
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Consistently strong cash flow The Biofore Company JPM
EUR million Cash flow
1 400
1 200
Cash flow
1 000 after investing
activities
800 /
600 /
400
Operating cash flow
200
O | | |
2005 2006 2007 2008 2009 2010 2011
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Low operational investments %

free resources for portfolio renewal The Biofore Company UPM
EUR million Capital expenditure Estimate
1200 -
1 000 Myllykoski
acquisition
Depreciation
800 -\\ﬂ;
Uruguay
600 A acquisition
400 A S

K1e]0)

Operational investments

06 07 08 09 10 11 12e
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Actions have already reshaped the %

business portfolio The Biofore Company JPM

Sales,

EURM
8 000 -

6 000 -
+40%  4.3bn

4000 - 3.1br/- Average
]

i (0]
2 000 - EBITDA margin 23%

— ROCE 15%
O — T T - T T T T 1
2007 2011 "5+ years”
@ Energy [ Biofuels M Pulp " Paper China, MLabel
Sales, label papers
EURmM
8000 | /-6PN —10% 6.9bn
- —
6 000 - —
4000 - Average
2000 - EBITDA margin 5%,
generating free cash flow
O T T 1
2007 2011 "5+ years"

M Paper other M Timber ™ Plywood
10 | © UPM



%

Contents The Biofore Company UPM
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The Biofore Company UPM

FOREST OF
NEW OPPORTUNITIES

Biofore growth

World is changing and competitiveness

Resource scarcity
Power shift in global economy
Climate change

igitalisation

Materials and energy efficiency
Renewable and recyclable products
lon and new businesses
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Drivers for UPM’s businesses The Biofore Company UPM

Ageing population in
developed markets

Energy prices and
security of supply

renewable energy Retail

urbanization and
growing middle
class in emerging

markets

Integrating Carbon-free and Fast movmgd
European markets consumer goods, GDP growth,

The Biofore
Company

Raw materials
scarcity

Digitalization — From
print to screen

Advertising,
office
communication

Sustainability and
renewability

Bio-based
materials

Change in economic
gravity from mature
to emerging markets

Replacing oil-

based materials

13 | © UPM
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Strategic direction for different businesses

Energy

Grow in advanced
biofuels

Expand in low emission

power generation

Paper

Improve margins to
maximize cash flow
in Europe

Grow in emerging
markets
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Develop
new

%

The Biofore Company UPM

Engineered materials
Grow globally in Label

businesses
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Pulp
Grow globally in Pulp



Concrete growth opportunities in %
each business The Bicfore Company UPM

Energy Engineered
materials

*

UPM

The Biofore
Company

Paper Pulp

Foi)

necking Growth in developed

markets
Growth in
emerging markets
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Expanding well performing growth businesses %

with cash flow from mature businesses The Bicfore Company UPM

Sales,

EURM
8 000 -

] e Growth in Label
+40%  4.3bn | « PMin China

4000 31bn ___—"H » Pulpline
]

. Biofuel refineries

6 000 -

2 000 -
] . « OL3
O — T T _ T T T T 1
2007 2011 "5+ years"
W Energy I Biofuels M Pulp " Paper China, MLabel
Sales, label papers
EURmM

8000 - /-6bN 1004

— :
6 000 - . Continued solid
cash flow
4000 -
2 000 -
0

T T T T T T 1

2007 2011 "5+ years"
B Paper other M Timber & Plywood
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*) This is not a forecast, but one scenario from some of UPM'’s existing growth opportunities
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Attractive value chain in label materials The Bicfore Company UPM

UPM value chain Customers End-uses Demand drivers

GDP growth, esp. in
developing markets

Printers & Growing middle
Converters class

Label
papers

*Release
*Face Population growth

{ J \ J
f !

Profitable businesses Demand grows both in mature
and in developing markets
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Biofore in action

New opportunities for the future

NEW BUSINESSES

& BIOFUELS

>

BIOFIBRILS

\

.
ﬁ BIOCHEMICALS

NEW AREAS
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First large-scale
investment on-

going

Pilot plant start-up
in Q1 2012

Pilot plant start-up
in Q3 2011

Mill scale concepts
under development
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The Biofore Company UPM

UPM is developing a range of
new businesses

Potential for increasing value
added in UPM’s value chain

Large target markets with
potentially healthy profitability
and sustainable competitive
advantage

New businesses based on
UPM'’s in-house development
and synergies with existing
businesses
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Biofore in action The Biofore Company  UPM
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Strategic direction The Biofore Company UPM

Energy Engineered materials
Grow in advanced Grow globally in Label
biofuels

Expand in low emission
power generation

Develop
new

businesses
Paper

Improve margins to
maximize cash flow
in Europe

Grow in emerging
markets

Pulp
Grow globally in Pulp
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What are we targeting? The Biofore Company UPM

* More than 50% of sales from well performing | A
growth businesses in 5+ years

* Drive strong cash flow through improved margin,
release capital from mature businesses

A

« Maintain solid balance sheet and strong cash flow J

» Increase UPM’s earnings and valuation
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UPM

The Biofore
Company



