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Performance improvement continued into second
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half of 2016 — excellent, seasonally strong Q3 The Biofore Company JPM
EBITDA increased by 23% EURmM Comparable EBITDA
+ Growth projects contributed significantly e 423

+ UPM Paper ENA seasonally strong, with high 400

operational efficiency and very low fixed costs 350 345
+ Cost efficiency measures continued 00
+ Realised currency hedges neutral
250 -
Comparable EBIT increased by 31% to 200 -
EUR 314m (240m) .
Record strong operating cash flow at 100 -
EUR 506m (363m) o
Net debt decreased by EUR 986m to U S S S
000000000 OO0

EUR 1,479m (2,465m)
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Mostly favourable market demand in Q3 2016 The Biofore Company UPM
Growing demand Declining demand
- Pulp Electricity « Graphic papers in Europe
) Fine papers in Asia and North America
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Advanced biofuels

Self-adhesive label
materials

Label, pack and release
materials

Office papers in Asia
Plywood

Sawn timber
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Comparable EBITDA In Q3 2016 vs. Q3 2015

Cost efficiency measures on strong track
In a deflationary business environment,

Cost efficiency improved in all businesses.
Biorefining, Raflatac, Specialty Papers and

EURmM growth projects contributed EURmM Plywood showed growth in deliveries
500 ] C 500 —
e 423 423
450 - Variable impact 17.3% 450 - Plywood ~ 17.3%
400 - === 400 1 345 Other
Specialt operations
350 - 350 | 13-6% Fe:gleallrsy ~and
- elimination
300 - 300 - - Paper
Biorefining  Raflatac ENA
250 - 250 -
200 - 200 -
150 - 150 -
100 - 100 -
50 - 50 -
O n | | | | | | O h | | | | | | | |
EBITDA EBITDA EBITDA EBITDA
Q3/15 Q3/16 Q3/15 Q3/16
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Comparable EBIT by business area
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EURmM
50

UPM Raflatac

Q114 Q3 14 Q1 15 Q3 15 Q1 16 Q3 16

EURM
25

UPM Plywood
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Record strong cash flow

Q3 2016 operating cash flow was
EUR 506m (363m). Working capital
decreased by EUR 119m (48m).

 Q1-Q3 2016 operating cash flow was
EUR 1,281m (795m). Working capital
decreased by EUR 115m (increased by
EUR 68m)

* Inthe latest 12 months, operating cash
flow was EUR 1,671m (1,257m), or EUR
3.13 per share (2.36). Working capital
decreased by EUR 175m (76m)
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Cash flow, trailing 12 months

Cash flow after
Investing activities

| | | | [ Operating cash flow
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UPM aims to maintain strong balance sheet The Biofore Company UPM
Net debt Net debt / EBITDA Net debt Gearing %
EURmM (trailing 12 months) EURmM
4 000 4,0 4 000 60
3 500 3,5 3 500
3 000 3,0 3 000 45
Net debt / EBITDA
2 500 2,5 2 500
Gearing
2 000 2,0 2 000 30
1 500 1,5 1 500
0.94 19
500 0,5 500
0 0,0 0 0
2011 2012 2013 2014 2015 Q3/16 2011 2012 2013 2014 2015 Q3/16

LTM
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Focused growth investments contributed
significantly to Q3 2016 results The Biofore Company UPM
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Fully contributing in 2016

* Pietarsaari pulp mill expansion

* Fray Bentos pulp mill expansion
 Kymi pulp mill expansion

« Raflatac expansion in APAC, Poland

Ramp-up progressing well
 Lappeenranta biorefinery
 Changshu speciality papers

80% run-rate of the EUR 200m EBITDA target achieved in Q3 2016

Ramp-up starting, or under construction
» Otepaa plywood mill expansion_
« Kaukas pulp mill efficiency
 Kymi pulp mill expansion

AT T » Raflatac expansion In Poland\ N

| . '
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Focused investments are delivering growth

Sales 2015

100 %

75 %

50 %

25 %

0 %
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UPM Biorefining

UPM Raflatac

UPM Specialty Papers

UPM Plywood

Average delivery growth 2011 - LTM Q3 2016

Pulp
Biofuels

Standard products
Films and specials

Label materials
Cut-size

Plywood

3
oL

The Biotore Company  TUPM

CAGR +3%
New business

CAGR +4%
CAGR +7%

CAGR +4%
CAGR +6%

CAGR +3%




Value creation through cash generation and
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sustainable growth The Biofore Company  UPM
100 % Sales 2015 =URm Cash flow from operating activities

600 .

o Maintain strong cash flow
5
400 °* Commercial success
UPM Paper ENA 300 * Cost efficiency
75 % 200 -
o * Efficient use of assets,
) Including restructuring

2013 2014 2015 Q316 LTM

50 % EURM EBITDA % of sales
UPM Biorefining i 288 zi Sustainable growth
UPM Raflatac 100 o0 * Commercial success
_— Ex i:oeda';y P3PS 1 000 19 ° Cost efficiency
o Eny::;); Zgg 1573 * Focused growth investments
200 " ®*  Product mix development

2013 2014 2015 Q316 LTM
0 %
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Outlook for 2016 Is unchanged The Biofore Company UPM

UPM'’s profitability is expected to improve in both
the full year 2016 and H2 2016, compared with
last year. Q4 2016 performance Is expected to be
negatively impacted compared to Q3 2016 by
seasonal factors and clearly higher maintenance
activity in UPM Biorefining and UPM Paper ENA.

UPM'’s growth projects are expected to contribute
positively to the company’s earnings in 2016,
compared with 2015. UPM Is continuing ItS
measures to reduce variable and fixed costs In
2016. Currencies are expected to contribute
positively as hedges have rolled over.
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Excellent, seasonally strong Q3 2016 results, with record strong cash
flow and balance sheet

Value creation through cash generation and sustainable growth

« UPM Paper ENA: maintaining strong cash flow in a challenging
business environment

 Growth projects contributed significantly: 80% run-rate of the EUR
200m EBITDA target achieved in Q3 2016

UPM is well positioned
* Focused growth projects continue.

paper assets is being conducted.
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UPM business portfolio today »

Competitive businesses with strong market positions
Operating on healthily growing markets The Bicfore Company  UPM
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Growth drivers:
Private consumption

Sustainability
Population growth

Urbanisation
E-commerce

Graphic papers ~ -4% & — Construction
| Transportation

UPM PLYWOOD
Plywood, veneer ~3%

UPM PAPER ASIA UPM BIOREFINING

~220
Label papers ~4% Pulp ~3%
High-end office papers Biofuels strong
: pap Timber ~2%
~49%
UPM RAFLATAC UPM ENERGY * by EBITDA 2015.
Self-adhesive labels ~4% Electricity ~1% Demand trend growth, % pa
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Business area returns and targets The Biofore Company JPM
UPM UPM UPM UPM UPM UPM

Energy Biorefining Specialty Papers Paper ENA Plywood Raflatac

24 24 24 24 24 24 -
ROCE % *) ROCE % ROCE % CF/ICE % ROCE % ROCE %

22 22 22 22 22 - 22 -

20 20 20 20 20 - 20 -

18 18 18 18 18 - 18 -

16 16 16 16

14 14 - 14 14

12 12 - 12 12

10 10 10 10

16 : 16 :
14 : 14 o -
12 - 12 -
10 - s 8 = RS

Each business targets top relative performance in their respective markets

*) shareholdings in UPM Energy valued at fair value Long-term return target
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Disciplined capital allocation The Bicfore Company UPM

Focused growth projects and Attractive dividend
attractive dividend financed from

operating cash flow

Consistently strong Focused Strong cash flow
balance sheet investments

Industry-leading

balance sheet
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Maturity profile and liquidity

Liquidity
Liquidity on 30 September 2016 was EUR 1.4bn
(cash and unused credit facilities)

Maturity profile of outstanding debt

EURM
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Committed credit facilities
Bilateral committed credit facilities EUR 650m

Committed credit facilities’ maturities
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Chemical pulp market The Biofore Company UPM
Q3 NBSK pulp price increased 2% from Q2 Pulp Inventories
Q3 BHKP pulp price decreased 3% from Q2 Days of
USD/tonne supply
1 100 - 65
1 000 - o0~
Hardwaqod
NBS 55 - - for
000 - Inventories
50 A
\‘\
800 - | 45 -
BHKF
700 - 40 -
600 - 35
30 A
500 A
25
200 - . _Softwoopl
iInventories
300 15 -
2008 2009 2010 2011 2012 2013 2014 2015 2016 2008 2009 2010 2011 2012 2013 2014 2015 2016
Source: FOEX Indexes Ltd. Source: PPPC World-20 statistics
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Cost efficient generation enables robust profitability
also in challenging market environment The Biofore Company UPM
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MWh Market electricity prices vs UPM sales price

10

2012 2013 2014 2015 2016
—Helsinki Front Year —System Front Year ==UPM average sales price

UPM Energy profitability 2012 2013 2014 2015 | 9M 2016

Comparable EBIT, EURmM

% of sales 45.0 39.9 43.5 43.6 32.0
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Demand-supply balance in European
graphic paper is visible in margins The Biofore Company  JPM
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EUR/M

/\ Price

VTS VM

/

Cash cost of a marginal producer

/

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Sources: PPI, RISI, Poyry
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Graphic paper prices

Europe
EUR/t
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North America
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China
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—WFC r (100% chemical pulp)

—Uncoated Woodfree Reels (100% chemical
pulp)
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