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Smurfit Kappa prides itself on its ability to work closely with its customers, both large and small, to
develop innovative packaging solutions that enable our customers to be successful in their respective
markets by ensuring that our products are cost competitive, fit for purpose, sustainable and offer
effective presentation of our customers’ goods.

The Group’s Research and Development Centre in Hoogeveen, the Netherlands, deploys state of the art
design and testing facilities to enable our significant expertise to be used in developing the most suitable
solution for any packaging challenge. As a result, our extensive product portfolio ranges from basic
corrugated containers through to high-end packaging using high quality printing techniques. As part of
the drive towards a more sustainable world, we continually promote the use of paper-based alternatives
to plastics and other non-recyclable materials. One of our key product offerings is striking point-of-sale
and shelf-ready displays which offer key advantages in terms of minimal use of resources combined with
efficient transportation and excellent promotional opportunities for our customers’ products.

In this Annual Report, we show just a small sample of the types of packaging solutions that we
have successfully developed in close cooperation with our extensive customer base, both local
and multinational.
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2011 FINANCIAL
PERFORMANCE
OVERVIEW

2011 2010
€m €m
Revenue 7,357 6,677
EBITDA before exceptional items and 1,015 904
share-based payment expense (‘EBITDA)
EBITDA margin 13.8% 13.5%
Operating profit 590 409
Profit before income tax 299 103
Free cash flow 394 82
Net debt 2,752 3,110
Net debt to EBITDA 2.7x 3.4x
Basic earnings per share (cent) 93.0 22.9
Pre-exceptional earnings per share (cent) 100.1 59.4

Debt paydown and net debt to EBITDA ratio evolution

I Net debt (€m)

3,110

DEC 10 MAR 11 JUN 11

SEP 11

() Net debt/EBITDA
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GROUP PROFILE

SKG at a Glance

Smurfit Kappa Group plc ('SKG’ or the ‘Group’) is one of the world’s largest integrated
manufacturers of paper-based packaging products, with operations in Europe and Latin America.
It manufactures, distributes and sells containerboard, corrugated containers and other paper-
based packaging products such as solidboard, graphicboard and bag-in-box.

During 2011, the Group reorganised the management of its European businesses by operationally
merging those of the former Specialties Europe segment into its existing Packaging Europe
segment. As a result, the Group now has two segments, Europe and Latin America.

The Europe segment, which is highly integrated, includes a system of mills and plants that
primarily produces a full line of containerboard that is converted into corrugated containers.
The Latin America segment comprises the Group's forestry, paper, corrugated, paper sack and
folding carton activities in the region.

The Group operates in 21 countries in Europe and is the European leader in corrugated
packaging, containerboard, solidboard, and solidboard packaging with key positions in several
other packaging and paper market segments. The Group also has a growing base in Eastern
Europe, a bag-in-box plant in Canada and operates in nine countries in Latin America where
it is the only pan-regional operator. In terms of world market positions, the Group is the
second largest producer of corrugated packaging.

Given the high degree of integration between the mills and its conversion plants, particularly in
terms of containerboard, the Group’s end customers are primarily in the corrugated packaging
market, which uses the packaging for product protection and product merchandising purposes.
The corrugated market is a localised market and corrugated box plants need to be close to
customers (generally no more than 250 to 300 kilometres), due to the relatively high cost of
transporting the product. Approximately 60% of the Group’s corrugated customers are in the
fast moving consumer goods (‘FMCG’) sector (comprising food, beverage, and household
consumables), the remainder being split across a wide range of different industries.

In 2011, the Group’s Europe and Latin America segments accounted for approximately 82%
and 18% of revenue respectively.

At the date of this report, the Group owns 37 mills (26 of which produce containerboard), 226
converting plants (most of which convert containerboard into corrugated boxes), 40 recovered
fibre facilities (which provide raw material for the Group’s mills) and 28 other production facilities
carrying on other related activities. In addition, the Group owns approximately 104,000 hectares
of forest plantations in Latin America.
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PACKAGING EUROPE

Sales Volumes

Kraftliner

Recycled Containerboard
Other Paper & Board
Corrugated

Solidboard Packaging

1.4
2.9
1.1
4.2
0.3
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(million tonnes)

°
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°

LATIN AMERICA

Sales Volumes

(million tonnes)

Containerboard 0.7
Other Paper & Board 0.4
Corrugated 0.7

LATIN AMERICAN
OPERATIONS

Virgin Mills (2)

Recycled Paper and Board Mills (9)
Corrugated (27)

Cartons (3)

Paper Sacks (5)

Recovered Fibre (24)

Other (1)

W Virgin Mills

B Recycled Mills
® Corrugated

O Cartons

A Paper Sacks

A Bag-in-box

@ Recovered Fibre
FY

Forestry



EUROPEAN
OPERATIONS

Virgin Mills (5)

Recycled Containerboard Mills (13)
Other Recycled Paper and Board Mills (8)

Corrugated (162) 'r
Cartons and Solidboard Packaging (9)
Recovered Fibre (16)
Other (47)

>

Virgin Mills
Recycled Mills
Corrugated

Cartons and Solidboard
Packaging

Bag-in-box

Recovered Fibre
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MISSION

The Smurfit Kappa Group strives to be a customer-oriented,
market-led company where the satisfaction of customers,

the personal development of employees and respect for local
communities and the environment are seen as being inseparable
from the aim of creating value for the shareholders.






CHAIRMAN'’S STATEMENT

“Significant progress against every key financial measure.”

Liam O’'Mahony
CHAIRMAN

Year in Review

The Group is pleased to deliver EBITDA growth of
12% to €1,015 million, pre-exceptional EPS growth
of 69% to €1.00, free cash flow generation of

€394 million and a decrease in our net debt to
€2.75 billion resulting in a reduction in our net debt
to EBITDA ratio to 2.7x. Compared to 2010, Europe
EBITDA grew by 11% and Latin America EBITDA

by 19%. These results were achieved against the
backdrop of significantly higher input costs in

2011 and the progressive weakening of economic
fundamentals in Europe in the second half which led
to a decline in packaging demand. The results reflect
the strength and efficiency of the Group’s integrated
model in all market conditions. On behalf of the
Board, 1 would like to acknowledge the on-going
commitment of all of our employees in contributing
to the significant progress made during the year
against every key financial measure.

Governance and Board

The Board and Management of SKG support
the highest standards of Corporate Governance
and ethical business conduct. It is our view that
Corporate Governance is not just a matter for
the Board but that a culture of high standards
of governance must be promoted from the top
and must be fostered throughout the whole
organisation. We believe governance is about
ensuring 1) we have the right strategy to deliver

delivering significant environmental and cost benefits.

Smurfit Kappa Swisswell came up with a highly sustainable ‘end-to-end’ packaging
concept for the launch of a tea capsule system called SPECIAL T by Nestlé.

The tea capsules are filled at Nestlé’s production plant in Orbe, Switzerland. The boxes
containing capsules are automatically packed into a corrugated wrap which is sent to
the distribution centre. At the distribution centre, the corrugated wrap containing one
blend is unpacked and the boxes placed into a pick & pack system. When a customer
places an order for a selection of tea blends, the original corrugated wrap is re-packed
with the customer’s order and used for the onward journey to the customer.

Based on the principle that the main corrugated item is used twice - for two different
journeys — Smurfit Kappa and Nestlé have reduced the packaging used by 40% thus

for our shareholders and stakeholders, 2) the
executive team is leading and managing effectively
to reach our strategic goals and in doing so they

are held accountable and at the same time are

fairly remunerated and 3) that the risks to the Group
are managed and mitigated and that appropriate
controls are in place at all levels of the organisation.
The key principles and practices designed to achieve
these standards are set out in the Corporate
Governance statement.

The Code recommends that, apart from the
Chairman, at least half of the Board of Directors

of a listed company should comprise non-executive
directors determined by the Board to be independent.
Since our Listing in 2007 we have appointed six
independent Directors and with the retirement of
two shareholder nominees at the forthcoming Annual
General Meeting ('AGM’), the Company will comply
with the Code recommendation on Board
independence.

I would like to thank all of the Directors for their
on-going support and their contributions to the

development and effectiveness of the workings

of the Board and its various Committees during

the year.

~N
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Directors

In February 2012 we were delighted to announce
that Mr Irial Finan, an Irish citizen based in the USA,
was co-opted to the Board as an independent,
non-executive Director. He is currently Executive Vice
President of the Coca-Cola Company and President
of the Bottling Investments Group. His extensive
experience across international markets with one

of the world’s leading companies will meaningfully
contribute to the Board and the continued
development of SKG.

Mr Gordon Moore will retire from the Board at the
forthcoming AGM following six years on the SKG
Board. Mr Rolly van Rappard will also retire from
the Board at the AGM following seven years on the
Board prior to which he had spent seven years on
the Kappa Group Board. The Board would like to
sincerely thank them for their support and
contribution during their directorships and to

offer our best wishes for the future.

Operational Visits

In August the Board travelled to France and visited
the Facture kraftliner mill and the Saint Seurin
corrugated facility both in the region close to
Bordeaux. At the Facture facility, as well as viewing
the impressive paper mill facilities, we inspected the
biomass boiler commissioned in late 2010 which
reduces the CO, emissions as a result of a significant
increase in non-fossil fuel usage at the facility. We
also visited a specially commissioned wood storage
facility close to Facture which was created to
preserve the trees which fell as a result of the severe
storms in the south west region in previous years.

These visits are extremely valuable in giving a deeper
first-hand understanding of the strength and extent
of our local businesses, their strategic positioning,
and the dedication and enterprise of our teams at
all levels throughout the organisation.

During 2011, | personally made additional visits with
the senior European management team to facilities
in Austria, the Czech Republic, Germany, the UK,
Italy, the Netherlands, Belgium and Ireland covering
mills, corrugated plants and other operations.

Acquisitions

Consistent with our strategy of expanding our
packaging business in higher growth markets,

in the fourth quarter of 2011 and in January 2012
the Group concluded two bolt-on acquisitions, in
Russia and Argentina respectively.

In Russia, the Group acquired a box plant in
St. Petersburg for €8 million thereby increasing
its presence in the region.

The Argentinean acquisition represents a further
expansion and internationalisation of the Group’s
growing bag-in-box business. The consideration for
the deal was US$15 million. This transaction was
facilitated by SKG's presence and experience in
Argentina and represents an exciting opportunity
to expand our business in this relatively high margin
product and geographic area.

These acquisitions will help SKG to deepen

its relationship with its customers on a wider
geographic basis, while also accessing attractive
local business.

Sustainability

SKG is fundamentally committed to sustainability
and social responsibility in its interaction with its
customers, suppliers, employees, the communities

in which it is privileged to do business and in relation
to its impact on the broader environment. | am
delighted to note the third party recognition for our
work in this area and especially the awards which we
have received from key customers, details of which
are set out in our fourth Sustainable Development
Report which was produced in July 2011. A summary
of this report is contained on pages 33 to 35 of this
Annual Report.



Dividends and Dividend Policy

Entering 2012, as a consequence of our increased
financial flexibility and sustained confidence in the
long-term outlook for our business, the Board is
satisfied that it is appropriate and timely for SKG
to reinstate a sustainable dividend stream. In that
context, the Board is recommending a final
dividend of 15 cent per share for 2011 payable
on 11 May 2012.

The Directors intention is that interim and final
dividends will be paid in October and May in each
year in the approximate proportions of one third
and two thirds.

Outlook

The sustained strength of our operating performance
together with our market-facing integrated model
and our enhanced capital structure provide us with
an expanded range of strategic and financial options
and give us confidence in the long-term future of
the Group. Our options for the use of cash include
continued debt paydown, increased presence in
higher growth markets through value enhancing
acquisitions and a progressive dividend stream.
Opportunities will be prioritised to maximise
shareholder returns, with a clear objective of
maintaining a net debt to EBITDA ratio of below
3.0x through the cycle.

While macro-economic risks remain in 2012 and

beyond, we expect to continue delivering strong
free cash flow through the cycle.

4../0:»( o /(/[a.c—"‘-"‘*‘l

Liam O’'Mahony
CHAIRMAN
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CHIEF EXECUTIVE’S REVIEW

“Substantial improvement in the Group’s financial profile and flexibility.”

Gary McGann
GROUP CHIEF EXECUTIVE OFFICER

2011 Overview

The Group generated EBITDA of €1,015 million in
2011 compared to €904 million in 2010. This strong
financial performance demonstrates the benefits

of our continued cost take-out programme, our
efficiency improvements and our market-leading
integrated business model, which delivered material
growth in our pan-European business. A number of
significant development investments were carried
out in 2011, reinforcing our position as the leading
integrated business in our industry, in both Europe
and Latin America. We are continuing our
unrelenting focus on customer service, product
innovation and operating efficiency.

Despite significantly higher input costs in 2011,

the Group delivered a relatively strong and improved
EBITDA margin of 13.8% for the full year, leading to
an enhanced return on capital employed of 12.5%.
This outcome primarily highlights the benefits of
SKG's efficient integrated model, together with a
continuing focus on cost efficiency and fair pricing
of our total offering. At the end of 2011, the
Group's stated target of a 24% box price recovery
from the 2009 low point was successfully achieved.

The progressively weakening economic fundamentals
that prevailed in Europe in the second half of 2011
clearly impacted consumption and output in the
region, which led to a decline in packaging demand.
Following a 2% underlying demand growth in the
first half, SKG's box volumes grew by 1% in quarter
three, and declined by 2% in quarter four.

Smurfit Kappa Argentina has developed a generic self-assembly box

in their Mendoza plant for holding bottles of wine. The design can
accommodate 80% of the different 750ml bottle shapes in use by wine
producers. As the design is generic, it offers the ability to serve two
different markets. On the one hand, this box can be used by those
customers who wish to use it as is, while on the other hand, it can also |
be used by the customers who wish to make use of the plant’s design '&
and printing facilities to have the box modified to their specific needs.

The somewhat softer demand environment that
prevailed since the third quarter led to a rise in
European recycled containerboard inventories,
which combined with reducing raw material costs,
generated a significant decline in paper prices. From
the peak in quarter two to the year end, recycled
containerboard prices reduced by €115 per tonne,
while OCC costs only reduced by approximately
€50 per tonne, thereby creating significant margin
compression for non-integrated containerboard
producers. Lower margins led to significant market-
related downtime being taken at the year end.

Early in 2012, a generally stable demand
environment combined with renewed upward
pressure on OCC costs led to widespread recycled
containerboard price increase announcements for
implementation in the first quarter, combined with
additional downtime plans. The Group announced
price increases of €100 per tonne for recycled
containerboard from 1 February, and €60 per
tonne for kraftliner with effect from 1 March.

Senior Credit Facility
Amendment Request

Within the past 18 months, we have materially
improved the financial profile and flexibility of
SKG, by reducing net debt by approximately
€540 million, while maintaining a strong
liquidity position and diverse funding sources.

. 4
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Notwithstanding the absence of material debt
maturities until December 2013, the Group
announced on 8 February 2012 that it was
seeking the consent of its lenders to amend
its Senior Credit Facility Agreement, in order
to further extend its debt maturity profile and
enhance its overall financial flexibility.

The key amendment requests were to 1) extend the
maturity of the Group’s Term Loans B and C to 2016
and 2017 respectively, 2) extend the maturity of the
Revolving Credit Facility ('RCF’) to 2016, and 3) seek
flexibility to raise longer dated secured bonds, as and
when market conditions are considered optimal, in
order to refinance its existing facilities.

The Group received a very positive response to its
consent request with lenders comprising 98% of the
Facility consenting to the proposed amendments —
the minimum required level of consents was

662%/3%. Lenders holding 90% of Term Loans B and C
and 77% of the Revolving Credit Facilities elected to
extend their commitments. The amendments
became effective on 1 March 2012.

Customers

With our unique market presence in both Europe
and Latin America, we seek to provide customers
with innovative, sustainable and cost efficient
paper-based packaging solutions. The Group

seeks to differentiate itself in the market through
superior service, quality, innovation and customer
relationships. While we continue to build long-term
sustainable partnerships with our pan-European
customers, we also consider it a high priority to
extend the skills and experience acquired in serving
these companies to our local customers in the
many markets in which we operate.

| would like to sincerely thank our customers on both
continents for their continued confidence and trust.
We will continue to invest to meet and exceed their
requirements and we look forward to working

with them to enhance the security and marketability
of their products, thereby helping them to face

the challenges of an increasingly competitive

retail market.

Our People

Our key competitive advantage and point of
differentiation is our people, both individually but in
particular working in cohesive teams. Our continued
focus is on recruiting, developing, motivating and
retaining skilled employees dedicated to working as
a team in the service of our diverse customer base.

I would therefore like to acknowledge the effort and
commitment of our over 38,000 employees in the

31 countries in which we operate for their significant
contribution to the results achieved in 2011. We look
forward to facing the challenges of 2012 together
and to continuing our efforts to make SKG the
safest company to work for in our industry.

Corporate Social Responsibility

In its fourth annual Sustainable Development
Report, released in July 2011, SKG highlighted its
continued progress and commitment to social and
environmental best practices and cited tangible
evidence of this. This continues to be a high priority
for the Group in fulfilling its obligation to its
customers, its employees, the communities in which
we are privileged to operate and the environment
from which we draw our natural resources.

SN

Gary McGann
GROUP CHIEF EXECUTIVE OFFICER



STRATEGY

Having made significant strides towards achieving
our de-leveraging objectives with the repayment of
approximately €540 million in the past 18 months
we can refocus on the long-term strategy for

the Group which was outlined on the Initial Public
Offering ('IPQ’) in 2007.

The Group’s objective is to deliver superior
performance in terms of profitability and returns
on capital through the cycle, thereby enhancing
shareholder value, and to be the market leader
in paper-based packaging in its chosen markets.
This objective is underpinned by a focus on
delivering superior customer satisfaction, a relentless
pursuit of cost and operating efficiency, proactive
environmental awareness, and a commitment to
continuous improvement in the areas of health
and safety and corporate social responsibility.

The Group’s objectives and strategies are:

B to profitably build on its market positions in
Western and Eastern Europe and in Latin
America through selective focused growth,
including:

organic growth from increased market
share through consolidating, and where
possible, extending its leadership position
in Western Europe. This will be achieved
by leveraging the Group’s relationships
with its customers across its broad product
range and enhancing its profitability by
maximising synergies and optimising the
cost base; and

acquisition and merger based growth in
areas where market share and/or coverage
facilitates it, particularly in the higher
growth markets.

This dual approach of organic growth and

acquisition will be pursued in each of Western
Europe, Eastern Europe and Latin America with

acquisitions mostly focused on the higher
growth markets of Eastern Europe and
Latin America.

to focus on enhancing its operational excellence,

thereby continuing to improve its customer

offering, by continuously upgrading its products,

processes, services, quality and delivery in all
markets by:

leveraging the Group’s increasingly high
quality asset base through continuous

improvement programmes, transfer of best
practice, industrial engineering, innovation

and targeted capital investment;

increasing the proportion of added-value

converting products in the overall
portfolio through the use of the Group’s
development and technology centres, its

pan-European network in high-value areas

such as high quality printing, display and
litho lamination; and

ensuring that its operations, whether in
the converting or mill divisions, continue
to be close to the customers and have

a clear market focus rather than being
production-driven.

to focus on cash flow and appropriate
returns on investment in order to maximise
shareholder value.

to secure and retain the optimal balance
between debt and equity capital to facilitate
the Group’s growth strategy in a cyclical
industry while striking the appropriate
balance between risk and return.

—_
w
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OPERATIONS REVIEW

Tony Smurfit
GROUP CHIEF OPERATIONS OFFICER

SKG's objective remains one of generating
consistently strong margins and returns through
the cycle, underpinned by a superior commercial
offering, and disciplined capital allocation decisions.
In 2011 we significantly enhanced the efficiency of
our integrated system, through judicious investments
in our European market-facing packaging
operations, a major boiler re-build in our Pited
kraftliner mill in Sweden, significant rebuilds in our
Hoya and Wrexen recycled mills in Germany, the
closure of our high cost recycled mill in Nanterre,
France and the start-up of a greenfield box plant

in Mexico.

Furthermore, consistent with its stated objective of
expanding its packaging business in higher growth
markets, the Group recently concluded two bolt-on
acquisitions, in Russia and Argentina respectively.

In the fourth quarter of 2011, we acquired a
box plant in St Petersburg for €8 million, thereby
further increasing our presence in this region.
The acquisition in Argentina, completed in early
2012, represents a further expansion and
internationalisation of the Group’s growing
bag-in-box business. The consideration for

the deal was US$15 million.

biscuit manufacturers Géteborgs Kex to make a specially-

This giant pack is a prize in a promotion at the Liseberg
Amusement Park in Gothenburg.

The final package is a 22-sided corrugated tube, 80 cm

which is easy to open and reseal.

Smurfit Kappa Onwell in Sweden was commissioned by the
designed package for a large 2.3 kilo pack of Ballerina biscuits,

one of Sweden’s favourite biscuit brands. Another Swedish
company, Smurfit Kappa LithoPac provided the offset lamination.

long and 20 cm in diameter, complete with carrying handle,

Europe

The Europe segment is the larger of the Group’s
two segments, accounting for 82% of its revenue
in 2011. It comprises primarily our integrated
containerboard mills and corrugated operations.

With effect from 1 September 2011, the Group
operationally merged its specialties businesses

into its existing Packaging Europe segment

(now referred to as “Europe”). This reorganisation
increases the focus of the Group’s commercial
offering, and creates a platform for SKG to become
a "one-stop-shop” for paper-based packaging
solutions. This initiative will also enhance the Group’s
overall cost efficiency, and is expected to contribute
to improving the margins of its solid, graphic and
carton board businesses.

The Group has facilities in 21 countries, in both
Western and Eastern Europe. The operations consist
of 26 mills, 17 of which produce containerboard,
and 216 plants, the majority of which produce
corrugated packaging products. The mills are
supported by a number of recovered fibre collection
facilities and some wood procurement operations.

—_
ul
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Our European containerboard mill system consists of
three kraftliner mills, in Sweden, France and Austria,
which between them produced over 1.4 million
tonnes of brown and white kraftliner in 2011,

13 recycled containerboard mills which produced
over 2.9 million tonnes of paper and a relatively
small mill in Spain which produces both virgin-based
machine-glazed paper and recycled containerboard.
In addition, we have eight other recycled mills, which
together produced approximately 700,000 tonnes of
solidboard and boxboard and 200,000 tonnes of
graphicboard in 2011. We also have a sack kraft

mill in Spain, which produced over 100,000 tonnes
of sack kraft paper.

On the conversion side, the operations comprise
109 corrugated plants, which produced
approximately 4.2 million tonnes (7.8 billion square
metres) in 2011 and 53 sheet plants. In addition,
we have 35 plants which produce high end
packaging differentiation products such as litho
laminated corrugated products, preprint or display
units, solidboard-based packaging and bag-in-box —
demonstrating the range of potential packaging
solutions within our portfolio. We also have a
number of other small plants producing paper
tubes, pallets, fulfilment activities and other
packaging support products.

Revenue for the Europe segment in 2011 was

€6.1 billion compared to €5.6 billion (as restated to
include the former specialties businesses) in 2010.
Segmental EBITDA was €812 million, an increase
of 11% on 2010's €731 million.

When including the volumes from acquired
operations, the Group’s total corrugated volumes
in the full year 2011 were 2% higher than in 2010.
On a like-for-like basis however, following the 2%
demand growth in the first half, demand for SKG’s
corrugated packaging solutions grew by 1% in
quarter three, and declined by 2% in quarter four.

As is usual within the Group’s business, it takes three
to six months to fully recover higher paper prices in
the box prices. As a result, SKG's box prices were on
average 2% higher in the third quarter compared
with the second quarter, and remained generally
stable through the fourth quarter. For the full year
2011, SKG's European box prices were on average
11% higher than in 2010.

The recovery of box prices, together with the Group’s
strong focus on cost efficiency contributed to deliver
a European EBITDA margin of 13.4% in the full year
2011, slightly higher than 2010 levels despite a
much tougher operating environment. In 2011

SKG's European raw material and energy costs

were approximately €350 million (or 16%) higher
than in 2010.

At industry level, recycled containerboard inventories
rose in the third quarter, as most paper producers
continued to run at full capacity despite softening
demand, in both domestic and export markets.
Higher inventory levels led to a €115 per tonne
reduction in European recycled containerboard
prices during the second half of the year, reaching
an absolute level of approximately €380 per tonne
in January 2012.

On the raw materials side, downward pressure
from European buyers combined with lower
Chinese demand, led to a €50 per tonne reduction
in OCC prices during the second half of 2011.
Although somewhat mitigating the impact of lower
paper prices, the reduction in OCC costs was not
sufficient to avoid significant margin reduction for
non-integrated recycled containerboard producers.

In the case of SKG, following the permanent closure
of 10 less efficient containerboard mills since

2005, including the closure of its Nanterre mill in
France, together with significant investments in its
“champion” mills, the Group is equipped with



a highly efficient and fully integrated recycled
containerboard system. As indicated by its strong
EBITDA margins, SKG's integrated system is
supporting its relative outperformance of its peers
irrespective of the particular operating environment.

The Group estimates that over 200,000 tonnes

of market-related downtime was taken by the
industry over the year end, which allowed for
inventories to remain broadly stable in the seasonally
weaker holiday period. Furthermore, renewed
upward pressure on OCC costs and generally stable
demand early in 2012 created a platform for the
Group to announce a €100 per tonne recycled
containerboard price increase from 1 February.

On the kraftliner side, US imports into Europe were
12% higher in 2011 than in 2010, although this was
somewhat offset by an 11% reduction in imports
from other regions. Overall, net kraftliner imports
into Europe increased by 80,000 tonnes year-on-
year. Lower priced US tonnage created downward
pressure on domestic kraftliner prices, which have
declined by approximately €100 per tonne since the
beginning of 2011, to a level of approximately €540
per tonne in January 2012.

Reduced European kraftliner prices combined with
the strengthening of the US dollar against the euro
has made Europe a less attractive market for
overseas exporters, which resulted in lower US
imports into Europe in the fourth quarter. In that
context, at the end of January 2012 the Group
announced a kraftliner price increase of €60 per
tonne with effect from 1 March.

Our bag-in-box business continued to deliver
strong growth in 2011. In January 2012, the Group
acquired a bag-in-box operation in Argentina which
together with our European, Russian and Canadian
operations further enhances our increasingly
international footprint. This business has significant

growth opportunities and SKG is very well positioned
to be a world leader in the years ahead.

Latin America

The Group’s Latin American operations consist of
11 paper mills in 4 countries (Colombia, Mexico,
Venezuela and Argentina) producing containerboard,
boxboard, sack paper and printing and writing
paper, with a combined production of 1.1 million
tonnes in 2011. We also have 27 corrugated plants
in 6 countries with a 2011 production of over

0.7 million tonnes (1.2 billion square metres);

1 preprint facility; 5 paper sack converting plants in
4 countries; 3 folding carton plants in Mexico and
Venezuela; 24 recovered fibre plants in 5 countries
and forestry operations in Colombia and Venezuela.

In 2011, Latin American EBITDA of €237 million
represented 23% of the Group’s total with a
margin of 18.4% on revenue (compared to
17.8% in 2010). The 19% growth in EBITDA
delivered in 2011 primarily reflects an improved
performance (in local currency terms) 