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Variety in offer of printing companies is driven
oy their technical equipment

Offset vs Gravure

> Dots structure handles small lettering
well

> Cheaper for smaller books and print
runs

> More vendors with high-speed, large-
format offset presses from which to
choose

> Maximum density of ink is only 260%
> Requires additional plates for longer runs

> Can print more pages per impression
> Provides deeper, richer colors
> Greater colour gamut

> Precision registration of inks achieved
quicker

> Averages fewer breaks than offset

> Cannot print below a 2% dot
> Cost-prohibitive for smaller quantities
> Fewer vendors to choose from

Digital vs Screen

> Supports resolutions needed
for halftones

> Generation of press proofs requires a
degree of accuracy and repeatability
achieved easily with digital

> Suited for customised jobs and short runs

> Expensive

> Enables small text in graphics printing

> Offers a much better, brighter lasting
result

> Can be used to print both clothed and
non clothed items

> Preferred for jobs > 100 copies
(cheaper process)

> Process-colour screen printing is
more technically demanding and
must be practiced daily to achieve
the best results

Digital vs Offset

> Wide range of colours

> Short turnaround time at a
local copy shop

> Paper choice limited for digital printing

> Full bleeds can be more difficult/costly
to achieve

> Needs regular calibration (colour effects
often vary)

> Colour accuracy
> Wide range of paper to choose from

> Less expensive for
quantities > 1000 copies

> Cost varies depending on the number
of colours in the job

> Not suited for print on demand: it needs
a long setting-up time

The same technology is available everywhere. There are no
entrance barriers in Europe and no competitive advantage
based on technology can be expected.

The key issue is indeed the speed with which one develops
new applications integrating new technologies: then the
integration capacity becomes a key advantage.

Agility and flexibility could be considered to be the future
of the European printing industry.




Technology alone is not a competitive

advantage for printers

Estimated development of Print Processes Across all Europe

2005 - 2010 and drivers for new technology development

€ million Split 2005 (%)

Total 100.0
Sheetfed offset 19.0
Heatset web offset 18.8
Coldest web offset 15.9
All offset 53.7
Gravure 10.5
Flexo 21.8
Letterpress 0.2

Digital 7.9

Other R)

Source PIRA

Split 2010 (%)
100.0
18.7
18.6
14.8
52.2
9.7

Developments are being driven by customer

demands for:

> More efficient production of shorter
print runs

> Improved quality

> L ower cost units

> Faster turnaround

> Improved customer service

> Unique or additional features or services

> Effectiveness at conveying message

> Precision with which intended audience
can be targeted

> Increase in number of types of delivery
channel

> Ability to measure results

> Speed of response

> Ability to combine promotion with sales
transaction

No changes are expected for the next five years on the utilisation of print
processes. On the one hand, offset technologies and gravure will decrease
and on the other hand flexo and digital will increase. So these fluctuations are
related to the dot percentage and are not really significant.

Definitively, choosing between two technologies is often a matter of:

> Quality

High resolution, brighter result and better finishing, deeper and richer colours,
density of inks, greater colour gamut

> Quantity

There are specific thresholds beyond which a process becomes cost effective

> Time

Some processes need a longer set-up time making them less suitable for
customized services for instance. Time generally depends on devices

> Costs

Some processes are more technically demanding, meaning greater costs in

labour maintenance

99



100

Roadmap for technology adoption in
the printing industry

Sheetfed offset

Heatset offset

Flexo

Gravure

Source PIRA

Today

Range from A4- ultra large format 8-12
unit B1 & B2

Most plates produced by CTP with violet light &
thermal imaging

Make-ready takes 15 minutes

Set up aids link key setting to prepress data or
plate scanners
CTP plates provide good register

New presses have plate loading & closed loop
colour control

16, 24, 32 & 48pp now joined by single web
64pp, 72pp & 96pp

Solely web offset printing, some coaters &
specialists have inkjet printing in-line for
personalisation / numbering

Presses deliver reels, & folded sections for
binding, limited in-line finishing

New presses use direct drive, gearless
technology

Move to common impression for high quality
colour in conversion lines

Unit presses including hybrid lines

Digital prepress & direct engraving of plates
in-the-round improves quality & turnround

New laser engraved anilox provides high
resolution & high ink transfer capabilities

Stack, unit & common impression cylinder
presses

Lower digital cylinder preparation costs
competes with offset & flexo in long (&
repeating) runs

Publication presses 4.3m width,
15msec-1 web speed

Environmental concerns relating to solvent-
based inks

In five years

Same range, increasingly multi-unit
with coaters

Potential for on-press re-imageable plates

Full JDF set up for 12 unit press in 5 minutes,
10 minutes for sheet size /colour differences
Increasing use of web / sheeter infeeds
Re-imageable plates, retro-fittable to presses.
Automatic sheet monitoring through pattern
recognition to detect defects

Closed loop colour control Offset at the touch
of a button for B1 printing

Many machines incorporate inkjet print
capability

JDF presetting reduces make-ready to
<10 minutes

Variable cut-off in 16 & 32pp common
Re-imageable plates for very quick make-ready

Larger formats, faster linear speeds wider
multi-web presses, 192pp delivered as finished
products

Hybrid press lines include an inkjet unit for
multi-language/edition changes

Growth in in-folder finishing (stitching & gluing)
to deliver finished products from press

Widespread acceptance of standard prepress
& predictable high quality reproductions

10-12 colour presses common

Digital prepress, gearless Cl presses, radiation
curing inks

Unit presses with other print technologies & ClI
for highest quality predominate

Attacked by more flexible heatset web &
improved quality flexo, gravure squeezed &
further marginalised with decline in high
run-length high pagination printed products

5m wide presses, 20-25msec-1 web speed for
a small number of publication printers for low
unit cost high circulation high pagination titles




Digitalization is modifying the value chain

Film- .
H g
Digital
prepress
Plate-| .
DIrGCt-to-plate H H

Prepress

The trend is towards the complete
digitalisation of the prepress stages. Less
hardware and more numeric information
handled on digital media (DVD, CD..)

or increased exchange of data through
networks.

Printed Presses

product Technology improvements on presses
involve automation, speed, reduction

of setting-up times with features such

as automatic plate changing and

blanket washing dramatically reducing

job changeovers and thus increasing
productivity. The overall print manufacturing
process still depends on extensive manual
intervention by skilled operators.

Network
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o
=
=
[S)
>
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Direct-to-press

Work-
stations

Digital

Direct-to-paper printing
system

Source Dupra event 2004 Albert Follens

Technology Adoption Roadmap for Digital

Today In five years

Sheet fed mono laser 190ppm Sheet fed laser 250ppm at 1,200dpi
Web 1,000ppm Web 2,500ppm

Inkjet high quality commercial web machines capable of

Inkjet Kodak VersaMark 2,000ppm at low resolution 20,000ppm (initially in 1 colour as hybrid presses)

Solvent, water-based & UV curing inks. UV predominates to  Cost of UV inks will drop with increased competition & a
give high quality colour larger market

Transactional & direct mail printing by mono laser & inkjet Full colour inkjet directly printed to avoid the need for
overprinting preprinted base stock preprint

Very sophisticated web to print producing complex direct
marketing pieces that can be e-mailed or remotely printed
& mailed

Web to print applications appearing. Separate wide format
industrial print sector

Source PIRA

The digitalisation of the prepress stage makes it easy for non professionals to

perform a part of it, especially with the availability of the necessary software.

This means less business for printers.

On the other hand, digital printing systems with their versatility have the ability

to address a wider range of markets. They allow more customisation services
> and therefore create new business opportunities but also new challenges for the

printing industry. But they remain expensive for long-run prints which require
traditional printing processes.

Printers are faced with these challenges and must have the ability to absorb
all these changes meaning hiring people with the necessary profiles, changing
or adapting their business models relying on the capacity of their printing
machinery (fast presses, long runs, etc.).
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The way to standardisation

> In the last 20 years the printing industry has allowed prepress, software development,
publishing and design to leave its scope of activities. Thus the graphics industry has been
developing new work ows, automation, new value chains, new services around the printed
product (such as the Internet, etc.), which is modifying the printer’s job description.

> Technology changes faster than the amortisation of machines: thus, automation allows
for lower production costs and provides specialisation. Therefore, new business models
become possible, such as the integration of more services (for example, maintaining a
database as well as printing for personalised printing applications).

> The speed with which one will integrate new technology will be increased if standards are
developed: the whole printing industry must promote new technical standards, define how
a company is competitive, define quality.

> In this respect, no printer should expect his customers to change their work ows: the
printer will always need to adjust to his customer’s specificities. However, new formats
allow the integration of some management control components such as the JDF (Job
Description Format) or JMF (Job Management Format).

Client/
Supplier

Editorial- MIS Binding

Finishing

Page running under
Make-up JDF

Prepress

> JDF is an extensible format. It defines both JDF and JMF files. In practice, JDF-enabled
products can communicate with each other either by exchanging JDF files, typically via
“hot folders,” or the net or by exchanging JMF messages over the net.

> As is typical of work ow systems, the JDF message contains information that enables
each “node” to determine what files it needs as input and where they are found, and what
processes it should perform. It then modifies the JDF job ticket to describe what it has
done, and examines the JDF ticket to determine where the message and accompanying
files should be sent next.

> The goal of the JDF format is to encompass the whole life cycle of a print and cross-media
job, including device automation, management data collection and job- oor mechanical
production process, even including such things as bindery and assembly of finished
products on palettes.

> The future of the printing industry is linked to JDF development, but it is impossible today to
know when this format will become a standard. It depends on the ability of printers to use
new Management Information Systems based on this language. The relative cost of this
equipment is presented as the main factor explaining the lack of forecasting on this subject.



Information technologies have 1o enable printers
to assume their original role: the mass circulation

of information

Fonts/ .

Market
expectations

DATABASE

METADATA

Central management system

Administration and control

Printing Industry

Designers
Prepress e-procurement

Operators

PDF On-the-fly
(PageFlex/ XMPie)

MULTI-CHANEL DELIVERY

Solutions

Conventional - . SMS Interactive Web (PDF or
Dlgltal o Dlgltal I m ® " HTML)

The future of the printing industry seems to be more tied to its origin than ever.
Indeed, it appears that printers have to become information providers, with
some multimedia solutions and a strong focus on the customers’ expectations.
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The Chinese printing market: facts and figures

Publication printing

Number of graphic Package printing
arts and printing 163 600 —
enterprises Other printing
sectors

Number of Printing

Houses By

Total
Number of

Reprographic shops (1200

Total number of

employees 3000 000

State-owned printing
enterprises

Total production

value (2003) 24 billion €

Collective enterprises

Foreign invested
enterprises

Average printing
production per capita

17.5 €

Limited & joint-stock
enterprises

Private enterprises

Source FAGAT, The current status and Others
perspective of China’s Printing Industry
(2004) Total

In 2003 the number of printing houses in China was estimated at 92,400 among which 40%
were privately owned, 26% belonged to collective enterprises and 18% were joint-stock
enterprises. With an average of 18 employees per company, the number of small companies
exceeded that of larger companies. With more than 140,000 book titles, 8,000 news
magazines and 2,000 newspaper titles, publication printing with 24% and package printing
with 34% have the biggest market share in value of the Chinese printing market. The country
shows two digit growth rates per capita in paper consumption and strong perspectives for
the development of print over the next years. China is the third most important market for
German presses, Heidelberg earns some 10% of its total sales in China (3.5 billion €).

The gross product value of the Chinese print industry comes primarily from prepress, book
publishing, newspaper publishing, packaging, and foreign-trade printing. The total usually
excludes print equipment and paper products. Packaging printing ranks first, constituting
about 35% of China’s total print gross product value; with book publishing second, adding
up to one-fourth of the total; third is newspaper printing, accounting for 16%. These three
sectors account for over 75% of the total.

Though foreign-trade printing experienced a 31.8% increase last year, packaging, book, and
newspaper publishing were still the top three sectors in the Chinese print industry. Book
publishing ranks second. Its annual growth is 16.68%, and its product value rose from 37.7
billion RMB (4,5 bn €) in 2001 to 75 billion (7,3 bn €) in 2005.

In 2004, there were 94,300 various printing enterprises in China, an increase of 1,900
compared to 2003, and a growth rate of 2.05%. Those newly established enterprises were, for
the most part, private and foreign invested companies and the enterprise ownership mix did not
change appreciably, with state-owned printing enterprises comprising 7.63% of the total.



Facts and figures: sustainable growth of
the Chinese printing sector

Contribution of the printing industry to the GDP (in%)
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Contribution of the printing industry to the GDP (in thousands)
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Source Intergraf, The printing industry
China and the EU, China Printing Association

The Chinese printing industry is growing
at a much higher rate than more mature
economies such as North America, Japan
and Western Europe. The average growth
from 1999 to 2004 is assessed at 19%.
(info trends cap venture)

China is one of the most dynamic print
markets in the world. From 2001 to 2005,
the Chinese printing industry grew at an
average rate of 14.6%. The production value
created by the printing industry in 2003 set
anew high at just over 2% of China’s GNP.
In 2005, the value of goods and services
produced increased by 10.7% as compared
to the previous year, totaling 310 billion Yuan
(35 bn €).

European paper manufacturers are
exporting increasingly to China (64%

from 2000 to 2005), meanwhile the paper
consumption per capita increased from
28 kg to 42kg/capita. The overall increase
in consumption from 2000 to 2004
represented 18 million tons (from 36 million
tons to 54 million).

The number of graphic arts and printing
companies has increased to reach

180,000 in 2006. Meanwhile the number of
employees has increased at a slower rate.
In 1985 there was an average of 77 workers
per company, in 2006 the average number
of workers per company was only 19.

The number of small companies largely
exceeds that of large companies. The
impact could be a limitation of economies of
scale for the Chinese printing industry.
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Structure of the Chinese printing industry:
foreign investments are fuelling the market

A mixed situation
across the whole
Chinese territory

An increase in
the settlement
of foreign
printing
companies

A domestic market
technically

and financially
fuelled by foreign
investments

Foreign
investments
seem to drive the
most profitable
and productive
enterprises

The development of the printing industry in China has been fuelled
by its dynamic economy and the proliferation of foreign companies.
China’s printing industry was dominated by state financing, but

now investors are more diversified. VWWhen classified by enterprise
type, state-owned and collective printing enterprises comprised
21.87%, private enterprises constituted 74.71% and foreign invested
enterprises accounted for 3.42%. However, this collective data
does not re ect the make-up of the individual regions. Because the
coastal areas opened up faster, the proportion of private enterprises
and foreign-founded enterprises is larger in these areas.

Regarding foreign investment in the print industry, former policies
have been eased and the ability of the industry to attract foreign
capital is gradually improving. From 1999 to 2001, a total of 43
enterprises with foreign investors were approved and established.

In 2002, there were a total of 98 enterprises created with foreign
investment, with a total investment of 500 million US dollars. In 2003,
84 more enterprises were approved with the same investment
amount. In 2005, of the top 100 printing companies in the country,
62 had foreign financing, 18 were owned by the state, two were
privately owned and 18 were joint stock companies.

With China’s accession to the WTO, international capital increasingly
entered the country’s printing industry. Statistics show that China
approves the establishment of nearly 100 foreign printing companies
every year with a total number in the country exceeding 2000.

The development of the domestic printing industry largely benefited
from foreign capital. Foreign printing companies have brought
advanced technologies, equipment and management expertise. The
cooperation between international companies and domestic ones
leads to joint venture benefiting from complementary advantages.

Though foreign-funded enterprises make up a relatively low
percentage of the total numbers, the scale of investment is generally
large. Take Beijing for example: 6 new foreign invested enterprises
were approved in 2005, comprising only 4.8% of the total of 125
approved enterprises, but their registered capital investment was
146 milion Yuan ($18.54 milion), making up 42.82% of the total. By
looking at the top 100 print enterprises in China in 2005, with annual
sales income greater than 155 million Yuan, we can clearly see that
foreign investment is penetrating deeply into the robust Chinese print
industry.



Structure of the Chinese printing industry:

paper production

WFC paper supply/demand in China (in tons)
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The Chinese paper market is evolving rapidly
and the country is increasingly adding

fiore growing and processing capacity.
Meanwhile China is consuming a large and
growing quantity of recycled fibre. China

is positioning itself to become a significant
producer in the global market.

Uncoated fine paper or office paper meets
the rapidly changing and highly demanding
needs of modern offices. Products include
document printing paper, digital paper,
envelope paper, business forms, and paper
used in school hotebooks and writing pads.

Wood-free coated (WFC) and wood-free
uncoated (WFU) are made from chemical
pulp.

WFU are mainly used for photocopying and
printing for office business purposes as well
as stationary and exercises books. WFC are
used for multicolour printing and primarily
used for advertising purposes, manuals,
books, promotional material and high quality
catalogues and magazines.

WFC demand is increasing by an average
of 10% each year and is expected to reach
5,000 tons in 2009. The internal market
demand for WFC, which has been met by
imports and local production as from the
early 90s, is expected to be entirely met

by local production. China will soon start
exporting the surplus production.

The WFU demand growth rate is lower at an
average of only 4% per year.
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Structure of the Chinese printing industry:
paper consumption

China’s fibre consumption was 50 million China fiber consumption 2004
tons in 2004. There is a forecast growth

of printing and writing papers based on
imported fibres. The production of pulp in

Wood Pulp

the local world-scale pulp mills still has a 10 mill tons 20%
some good years ahead, due to the slow (1,3 mill tons
imported)

development of wood pulp.

i i ; RCF
China has become a major. player in the 95 mill. tons 50%
recovered paper market. It imported more (12,5 mill tons
than 9,3 millon tons in 2003. The demand Imported)

for recycled newsprint and office paper is
relatively low, the recycled grades in highest
demand in China are mixed paper and
corrugated containers both of which are
used for packaging.

A specific
buying
strategy to
keep paper
prices low

Future: A self
sufficiency policy
to satisfy the
local market
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Source UPM

China purchases significant quantities of recovered fibre. This
position as a large scale buyer gives China a significant degree of
in uence on recovered fibre prices. Chinese buyers tend to shift
between grades (old corrugated containers and mixed paper)

and regions to keep prices from becoming too high. As imports of
recovered paper to China are expected to continue to rise in the
next years, China is likely to become more dependent on the major
suppliers such as the US.

To address its growing need for fibre, China has developed a major
forestry and pulp mill capacity plan. The objectives of this plan are to
encourage the development of 12.5 million acres of plantations with
fast-growing species.

China intends to switch from a non-wood to a wood fibre base,

the most likely reason being that there are insufficient agricultural
residues and delivery infrastructure to supply the large scale
production facilities that are planned for China. China’s imposed
ban on logging in natural forests limits internal supply. Further, the
plantations currently being planned will not be in a position to supply
fibre until several years from now. On a short-term basis, the increase
in pulp and recovered fibre imports will affect global fibore markets.



A printing market dominated by packaging

Industrial output value of China’s printing industry
(in € billion)
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Market share in value of the Chinese printing industry in 2005

Other printing
services 10%

Source Trade council of Denmark, Market
analysis of China’s Graphic Industry

In 2005 the industrial output value of

the Chinese printing industry reached

40.4 bilion $. From 2001 to 2005 there was
a 118% increase in the Chinese printing
industry output.

The products contributing to the high
Chinese growth rate are: children’s

books, greeting cards, text books for
export. Cigarette, liquor, cosmetic

and pharmaceutical packaging for

the internal market.

For exports, the main shipping method

is still by sea. The delivery time from China
to Europe is roughly 4 weeks.

Packaging represents the largest market
share in value (14 billion $ output value in
2005). This is mainly due to the packaging
of industrial and high tech goods produced
in China and an increase in local market
demand.

Of the top 100 printing companies, 63
produce printed packaging products, and
31 companies are involved in magazine and
book printing.
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Main printed products in import and export

The graphic products made in China are
mainly exported to Japan, Singapore,
Malaysia, South Korea, Hong Kong, Taiwan,
United States, Australia, France, Britain and
Germany.

The import tariff on printed books,
brochures, lea ets and similar printed matter
is zero. There is no import tariff levied on
newspapers, journals, periodicals, or on
children’s picture, drawing and colouring
books (according to the Import Tariff of the
People’s Republic of China).

[ Exports
M Imports

Source Trade council of Denmark, Market
analysis of China’s Graphic Industry

Total printed (Million Copies) (2004)
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Books represent the main Chinese imported and exported printed product in
both value and volume. In terms of value there is a trade deficit of 15 million €
meanwhile, the volume of exported books being greater than the volume of

imported ones.
This trend could account for a lack of quality production in the Chinese printing
industry (equipment, etc.) and/or unsatisfied demand in the Chinese market
leading to imports of high value added books.




A constant upgrading in printing technologies

used by China

CTP System installation in China
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The Chinese printing industry has been
widely adopting the more advanced
technology based on computerized laser
typesetting and offset press. There has
been wide- spread use of CTP, digital colour
proofing, commercial web-fed press and
sheet-fed 8 colour.

There were 346 CTP installations in 2004.
With an average growth rate of 30%, CTP
installations are expected to reach 600 in
2006 representing an overall number of
1,825 CTP sets. But imports are still relied
on for CTP equipment, although some local
companies are conducting research work.

Digital Equipment is mainly imported and

some software such as RIP (Raster Image

Processor), MIS (Management Information

Systems) and ERP are self developed. A

total of 871 digital sets have been installed.

There are four major trends in digital printing

in China:

> Franchise is becoming one of the most
important business modes.

> Profit is increasingly generated by
providing customers with value-added
services.

> Quick response and network services
based on digital, network and database
technologies are becoming one of the
core competitive advantages for digital
print enterprises.

> Digital printing is increasingly integrated
into traditional printing, becoming another
value-added service of the traditional
printing industry.ww
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Constant upgrading of printing technologies
used in China

Local presses
supported by
import duties

Latent danger of
technology

copying

From “quality
printing”

to a finished
quality product

Chinese ink
industry

The demand for large newspaper presses is still mainly satisfied by
imports, but local press manufacturers are gradually extending their
position and thus creating competition for foreign vendors.

The Chinese government supports the development efforts of the
domestic industry by means of high import duties for presses and
an authorization process, which mainly allows imports only in cases
where the demand cannot be satisfied by the domestic market.

Foreign press manufacturers also have to deal with the latent danger
of high tech developments being copied within a relatively short
time-frame and then reproduced. The Chinese strategy of absorbing
knowledge in order to create their own knowledge represents a risk
for foreign manufacturers.

There is a growing need in the business for ever shorter production
times. Printers have the right automated post press solution for
increasing customer requirements. A clear shift can be observed
from focusing on “quality printing only” to a combination of “quality
printing and product finishing”. The Chinese publishing and printing
market used to be focused exclusively on print quality with little
attention accorded to the appearance of the finished newspapers,
magazines and books. Trendsetting printing and bookbinding
companies focus their marketing and sales efforts by promoting
their internal capabilities when it comes to finishing printed products.
Modern solutions, such as automatic signature recognition systems
for complete products, are in demand.

With an ink production capacity of 250,000 tons in 2003 the country
is number four worldwide. There are around 400 ink manufacturers,
40 of them being foreign or joint venture companies. Most of the

companies are working with imported technology. China planned to
export 40,000 tons of ink in 2006, generating some 96 million Euros.



Emergence of Chinese presses: the technology
and quality gaps are being steadily bridgea

No Company

Beiren Printing Machinery
Holdings Ltd

Shangai Goss Printing
Machinery Ltd

Shangai Shenweida
Machinery Ltd

Shangai Guanghua Printing
Machinery Ltd

Jiangxi Zhongjing Group Ltd

Shanghai Yahua Printing
Machinery Ltd

Shangai Beiren Printing
Machinery Ltd

Shangai Ziguang
Machinery Ltd

Jiangsu Changsheng Group

10 Wenzhou Shenli Group Ltd

Source Premedia News letter 2005

The 58 largest Chinese press manufacturers generated a turnover of
634 Million € in 2003. Most manufacturers are making profits.

Printing plates are limited to the lower and middle level of quality only.
China still depends on imports, especially for thermal or silver plates,
needed for CTP. Most imports come from Japan. In 2003 sales of
local presses grew by 19.7% compared to 2002, meaning more
competition for foreign manufacturers.

Although the quality of the locally manufactured presses ranges in
the lower and middle level, the demand of most Chinese printing
houses is satisfied by local manufacturers.

However, the demand for large newspaper presses is still met by
imports.

2% of the printing machinery which is imported produces 60% of the
printed production. The Chinese printing industry still highly relies on
imported modern machines.

The common belief that printed products produced in China
are of lower quality could be wrong. The imported machinery
is comparable to the that of the Western countries. Printers are
investing in state-of-the-art equipment, from preproduction to
bindery.

An important feature is that each person is specifically trained to do
the task they do: pressmen, bindery, truck drivers, etc. Companies
can afford to have a ‘single-skilled’ labour force which leads to good
quality control.

While a few Chinese printing plants still have outdated equipment,
many have completely new, up-to-date equipment. In the past 10
years, the Chinese government has focused on updating printing
plants to more modern specifications. Operators print by adhering
to specific numeric parameters on state-of-the-art equipment rather
than running by eye in less sophisticated operations.

Evidence of the quality of printed products from China is the large
number of exported photography books and packaging jobs.
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Imports and exports of printing equipment:
a shifting trend

Import and export of printing equipment in China
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[ | Imports in Million € Source Trade council of Denmark,
Market analysis of China’s Graphic Industry
M Exports in Milion €

In 2004, the import value of printing equipment reached the maximum 1.45 billion €, with a
total value of 226 million € in exports.

In 2005 the import value of printing equipment was 1.37 billion €, with a total export value of
317 million € indicating a still large but decreasing trade deficit compared to 2004.

Currently, high-grade offset presses account for the majority of imported printing equipment.
The volume of imported offset presses reached 1,385 units in 2004 (worth 683 million €)
accounting for 47% of the total import value of printing equipment. It reached 1,187 units

in the first eleven months of 2005 (worth 310 million €) and accounted for 52% of the total
import value of printing equipment.

Meanwhile imported printing materials mainly covered high-grade printing ink and film.

Of the exported printing equipment, the majority are medium- and low-end products with
low-level technical characteristics and prices.

Exports by China’s printing and printing equipment
industries have three major characteristics: dispersed
export countries and regions, a small volume of exports

and a high growth rate. This indicates that exports of
printing equipment are still at an early stage, but with a
shift in the trade balance, prospects for future development
are promising.




Chinese industrial working environment;
a slow but continuous iImprovement trend

With the advent of ISO 9000 and increased scrutiny by global
consumers and lobbyists, many export-processing industries are
improving working conditions and making their products more
competitive. However companies that are already struggling to
maintain their market share will probably continue to cut costs in any
way they can, at the expense of worker and consumer safety. Due
to the absence of real environmental legislation, ISO Standard 12647
for offset printing is now used in China. Companies are interested
by ISO certification as a communication tool about environmental
awareness.

The Chinese government has taken steps to increase worker safety
to deal with the rising number of accidents, especially those related
to the work place. Foreign law firms are to provide legal services

in the health and safety area. The government is trying to involve
foreign companies in introducing state-of-the-art safety management
and health protection systems.

China enforced the “Occupational Injury Insurance Regulations” as
part of an effort to step up assistance to employees who suffer work-
related injuries or contract occupational diseases. Under the new
regulations employers are required to contribute from 0.3% to 3% of
total payroll to a locally managed occupational injury compensation
fund. The amount is determined by each locality based on a specific
industry’s injury risk.

Chinese WTO membership has resulted in more and more
international companies investing in the Chinese market. Total
investment in the graphics industry has exceeded 1 bilion $. China
currently has 2,200 foreign-invested printing enterprises.

Investors are free to choose their geographic location in one of the
different economic zones. Some zones promote certain industries
(e.g. hi-tech) while others provide trading options and duty-free
imports for export processing (Free Trade zones). Economic
development agencies may offer foreign investors services taking
care of everything related to setting-up in China.

Improvements due
to global
consumer
pressure

Steps taken by
the Chinese
government

Enforcement of
social related law
for workers

Incentives for
foreign
investments
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\Wage costs remain low and geographically
dependent

Average yearly salaries for production managers by region in Euros

Classification Beijing Shanghai Guangzhou Chongqing

. (European/American) 10 206 14 375 14 981 6 445
Foreign

Enterprise
- g"°" Ellropean/ 14 220 14 820 5314
merican)
(European/American) 9 526 11 850 12 350 m
Joint Venture

I e e we |
Private-owned Enterprlse
e = R R

Average yearly salaries for unskilled workers by region in Euros

Classification Beijing Shanghai Guangzhou Chongqing

. (European/American) 1228 1281 1 391
Foreign

Enterprise
merican)

(European/American) 1146 1196 1298 -
Joint Venture

(Non European/

Amerlcan)
FHaieiowned Enterprlse “m
State-owned Enterprise

It is of course difficult to compare these figures with
European ones, but it is interesting to focus on per capita
print value.

Indeed, if the United Kingdom or Germany figures are near
300%€, the Chinese figure is only around 15€



The future of the Chinese printing Industry

> Since 2006, China’s production of paper, ink, and machinery has exceeded local
consumption and the quality of Chinese machinery is not so far from that of European
machines.

> The local market is skyrocketing and the potential is very high (factor ten in volume).

> The Chinese customer portfolio is international and Chinese industry is now able to
manufacture every kind of printed product because the technological gap with the
European industry is not so wide. This is due to the fact that all the Western machine
manufacturers have a subsidiary or a joint venture in China.

> Regulations on environmental and health and safety issues exist, but there is not sufficient
verification of the application of these regulations.

> There are currently 12 universities dedicated to graphic arts in China, and more than
16,000 students in printing technologies. The training of skilled workers and managers in
the printing industry is a priority for China. The same commitment is not evident in Europe.

> QOverseas printing may not remain as inexpensive as it is currently. As the market
booms and demand for skilled workers increases, many of them will hop from job to job
seeking better wages. Eventually the labour costs will increase in China, but this will not
result in European printing industry employees making less and European companies
charging less.

> The shifting trend from labour-intensive to technology-intensive, the constant improverment
of professional technological competence and the ever-growing consumer demand, are
positive features for the Chinese printing industry. On the other hand, owing to mistakes
in the orientation and interference from localism, it is bearing the drawbacks of scattered
distribution, unbalanced development... which remain considerable shortcomings.

> The growth of the Chinese market represents significant opportunities for equipment
suppliers. For print service providers it is a source of new competition and opportunities
for partnerships.
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Products affected by relocation

Volume Ordered

Diaries,

) dictionaries,
Printed trade calendars

materials etc.

Newspaper

Catalogues

Magazines

Short time limits

Vv

Long time limits
Manufacturing time limits

Volume Ordered

Manual of
delocalized
products

Educational
books

Children’s
books

Best Seller
books

Vv

Short time limits Long time limits

Manufacturing time limits

Source Ernst & Young
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Trend in exchange ows — exports

Total exports in 1995 =1 222M€

and Brochures

s ¥
v
[ | Magazines/
[ Children’s Books
[ Promotional

Total exports in 2005 = 1 749M€

Source Eurostat — Prodcom treatment Ernst & Young

The trend in the European trade balance during the last ten years, particularly
the exports flows, highlights the growing place of new Member States as major
partners of the European printing industry.

In addition, promotional products seem to be the most exported products
towards those countries, which could be explained by the close relationship
between economical growth and consumption of promotional printed products.
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Trend in exchange ows — Iimports

Total imports in 1995 =1 084M€

and Brochures
Y

[ Magazines.”

[ Children’s Books

[ Promotional

Total imports in 2005 =1 738M€

Source Eurostat — Prodcom treatment Ernst & Young

The analysis of the growth of imports in the last ten years (60% for imports and
42% for exports) and the origin of imported products leads to two conclusions:
The first is the profound modification of the suppliers mapping, from North

America to China and new Member States.
The second is the specialisation of the production zones, Asia being recognized
for books and the new Member States for promotional material.
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Trade balance between EU 15
and other geographical areas

Trade balance 1995 (in Millions €)

300
200

100

South America North America New Members States Far East Asia
-100

-200

Trade balance 2000 (in Millions €)

400
300
200
100

0 .

-100 South America North America New Members States Far East Asia

-200
-300
-400

Trade balance 2005 (in Millions €)

400
300
200

100 .
\/ 0

-100 South America North America New Members States Far East Asia
-200
-300
-400

-500
Source Eurostat — Prodcom treatment Ernst & Young

> The analysis of the trade balance emphasises what the graphs above show: while trade
exchanges between EU15 and new Member States and South America remain positive,
the trade balance between EU15 and Far East Countries is constantly decreasing, due to
more imports of books and children’s books.

> While exports of paper-based products have increased by 68% within the ten-year period
between 1995 and 2005, imports from Far East countries have increased by 117% within
the same period.

> Trade between EU15 and North America remain balanced as regards paper-based
products.
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Trade balance in critical market segments:
DOOKS

1995 (in Millions €)

200
150
100

50

South America

2000 (in Millions €)

400
300
200
100
0
-100
-200
-300
-400

South America

2005 (in Millions £)

200
100
0
-100
-200
-300
-400
-500

u

South America

North America New Members States Far East Asia
[ |
North America New Members States Far East Asia

North America

New Members States Far East Asia

Source Eurostat — Prodcom treatment Ernst & Young

> Far East Asian imports into Europe have been increasing faster than exports from Europe
in the Books and Brochures segment.

> Books and Brochures is a segment with long production-runs long production forecast
times.

> Thus, contrary to the daily paper segment, the time schedule for the book segment is so
that publishers can order the printing of books in far away countries and receive the ready-

to-sell books on time.

> Moreover, Far East Asian countries have very low production costs (due to low wage rates)
and are a suitable location for publishers to have their books printed.



Trade balance in critical market segments:
children’'s books

1995 (in Millions €)

10

— 1

South America North America New Members States Far East Asia

2000 (in Millions €)
20

10

: 1

South America North America New Members States Far East Asia

2005 (in Millions €)

0 I

-10 South America North America New Members States Far East Asia

Source Eurostat — Prodcom treatment Ernst & Young

> Far East Asian countries have reached a quasi monopolistic status in the production of
children’s books for Europe. In fact, the volumes sold to Europe in 2005 were seven times
higher than the volumes produced in Eastern Europe.

> This phenomenon is the consequence of the relocation of this activity to “low cost”
countries, particularly China. Time limits are long enough to enable a publisher to have the
books printed and then transferred back to the selling place on time.



Country specialisation and
competitive advantage

> The transfer of production to the East has Transfer of production to the East
several reasons and consequences that
oblige clients to balance their choice.

> First, as regards costs, the further East
production is located, the lower the wage

Colour books

. [\ ECEVARES > Increasing delivery : ;
costs but the higher the transport costs. Commeroial times Chlldlrj?grise:()()ks
> Second, as regards delivery times, the etc > Increasing manual atd
L operations
further East production is located, the > Decreasing wage
costs

longer the delivery times because of the
transport delay.

> Thus, it is not possible to locate all the
production of European printed products
in those countries, but only some kinds of
products. The most threatened products
are the ones with a long time to market,

. . . T t Deli
and a sufficiently high proportion of Sl ey
manufacturing in the cost structure to New Member > Road .

. : y:
ensure that low wage cost countries have States > Rail
a real competitive advantage over the Asia Road & Ship 310 5 weeks

European printing industry.

Source Ernst & Young

China/India
Western World

\ %4

Plan Make Ship Sell

Source Pira
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New Member States: the advantage

of proximity

Evolution of the production by area: magazines

Unit Price in € per kg

12
y 4
10 u
] A North America
u South
America
Far East Asia
4
/
2 New Members States [ |
3 6 9 12 15 18 21 24 27

Volume in thousand tons

Evolution of the production by area: Promotional materials

Unit Price in € per kg

12
10
8
North America
A S
4
o \~> |

New Members States

20 40 60 80 100 120 140 160

Volume in thousand tons

In 2005 new Member States were the

main exporters of Magazines in Europe

(in volume), increasing their volume of
production by 1000% in ten years.

The short time limits are the main reason for
the predominance of new Member States
compared to Far East Asian Countries.

The rise in orders enables economies of
scale and consequently a decrease in
production costs that remain very low in new
Member States.

In the same way as for Magazines and
Newspapers (Dallies excluded), short time
limits are the main reason explaining the
absence of Far East Asian Countries as
importers of promotional materials.

1995
H 2000
2005

Source Eurostat — Comext-treatment Ernst & Young
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Asia and China: Manufacturing costs

Trend in the strategy by country and area: books

Unit Price in € per kg

12
B North America
K
10y f
N South

8 America

6

4 I E— ]

-
[ | Far East Asia
2 —»

New Members States

20 40 60 80 100 120 140 160

Volume in thousand tons

Trend in the strategy by country and area: Children’s books

Unit Price in € per kg
12

10

6 North L

America

4 u Far EastASia\‘
M M
2 <
| » New Members States

2 4 6 8 10 12 14 16

Volume in thousand tons

While production costs have been increasing
in North America and new Member States ,
production costs in Far East Asia have been
constantly decreasing.

Far East Asian Countries have very low
production costs and thus remain a suitable
location for publishers to have their books
printed.

Production costs in the children’s books
segment appear to be high in Far East Asian
countries. Nevertheless the quality of the
products compared to other countries is far
more attractive for publishers (plastic items,
transfers, etc.)

1995
H 2000
2005

Source Eurostat — Prodcom treatment Ernst & Young



Sensitivity to relocation of printed products

Product

B/W Books

Time to
market

Short
Medium

Quality
needed

Price
positioning

Sensitivity to
relocation

Depends on
time to market

Competitive
advantage of
EU printing
Industry

Localised
markets

Competitive

advantage

of Chinese
printing
Industry

Manuals of
delocalized
products

Medium -
Long

Very Low

High because
this product is
following the
relocation of
delocalized
products

Proximity of the
primary market

Best seller
books

Very short
(LUETEVAL
possible)

Medium

Localised
markets

Children’s
books

Medium
Long

Medium

Educational
and scientific
books

Price of
manufacture

Luxury books

High

Know-how

Customer
relationship

Calendars

Medium
High

Directories

Price
Volume

Promotional
material

ShortMedium

MediumHigh

Related
services

Magazines

Short or
medium

Medium

Depends on
time to market

Know-how,
machinery

Catalogues

Medium

Source Ernst & Young interviews 2007

Medium

medium

Machinery,
time to market

Price when
delivery time
is high




Books as the most threatened segment

Trend

Production value of books in EU 25
in million EUR +10,7%

Value of imported books extra EU 25
in million EUR

Market share of imported books
in relation to EU 25 production value +11%
of books

+15,7%

Total value of books imported o
from China in million EUR +58,1%

Market share of books imported
from China in relation to total +35,3%
imported books

Market share of books imported
from China in relation to total EU 25 +53,3%
production value of books

2003-2005
growth of total
value of Chinese
imported books

% of book

Books % of value of
production value Chinese books in
in 2005 (M€) book turnover

printing turnover
in total EU25
de2222 turnover

Books are under code
de 22223100

France

United Kingdom

Italy

Belgium

Germany

Source Prodcom

Books are incontestably one of the market segments most threatened by the
Chinese printing industry and the growth rates are extremely worrying.

However, best seller books and black & white books are less affected by this
threat. In fact, these products are ‘hot’, that is to say that the delivery time is very

short, because retailers do not want to manage stocks and therefore just-in-time
supplying is necessary.

This naturally favours local production and limits the possibility of third countries
getting the market.
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Part 6

Appendix




General

context




Basic and general structural statistics
of major printing countries

Population ‘000 60028 82502 57 478 59 554 16 224 328 436

GDP (billion $) 1656,8 1050,0 1

GDP/capita
(thousand $)

Value added
in industry as % 21,50
of GDP

Exports of
goods and
service (billion $)

Average annual
growth - 4,20% 6,70% 7,40%  3,90% 2,40% 7,20% 5,70%  5,60%
previous 5y

Imports of
goods and 398,3
services (billion $)

Average annual
growth - 4,60%
previous 5

Source Intergraf — The evolution of the European Graphic Industry — Publication year 2005
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Reminder
NACE de 222:
Printing and
services activities
related to printing

Nace 2221:
Printing of
nNewspapers

Nace 2222:
Printing n.e.c

Nace 2223:
Bookbinding

Nace 2224
Pre-press activities

Nace 2225:
Ancillary activities
related to printing

Tumover — NACE DE 222 - 27 countries

Country
Austria
Belgium
Bulgaria *
Cyprus
Czech Republic
Germany
Denmark
Estonia
Spain
Finland
France
Greece
Hungary
Ireland

ltaly
Lithuania
Luxembourg
Latvia
Malta
Netherlands
Poland
Portugal
Romania *
Sweden
Slovenia

Slovakia

United Kingdom

EU-27

Source Intergraf — The evolution of the European Graphic Industry — Publication year 2005

* Source Eurostat
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Number of employees —
NACE DE 222 - 27 countries

Country
Austria
Belgium
Bulgaria *
Cyprus
Czech Republic
Germany
Denmark
Estonia
Spain
Finland
France
Greece
Hungary
Ireland

ltaly
Lithuania
Luxembourg
Latvia
Malta
Netherlands
Poland
Portugal
Romania *
Sweden
Slovenia

Slovakia

United Kingdom

EU-27

(\[e]

18 457

186 432

14 025

2489

84 949

12 390

115 796

(\[e]

23 683

7 936

93 673

3515

1140

4193

1111

39 383

34 684

22 857

15 238

22 606

6 058

5 046

171 728

932 659

2003

15196

20 067

7 952

1573

20 274

165 511

12 590

2 336

82 864

11 951

109 811

Nd

(\[e]

5682

3 863

170 058

883 747

Source Intergraf — The evolution of the European Graphic Industry — Publication year 2005

* Source Eurostat

Nd

161 553

10 728

(\[e]

84 311

11 462

104 070

(\[e]

(\[e]

4 476

156 611

\[¢]

Reminder
NACE de 222:
Printing and
services activities
related to printing

Nace 2221:
Printing of
newspapers

Nace 2222:
Printing n.e.c

Nace 2223:
Bookbinding

Nace 2224:
Pre-press activities

Nace 2225:
Ancillary activities
related to printing



Reminder
NACE de 222:
Printing and
services activities
related to printing

Nace 2221:
Printing of
nNewspapers

Nace 2222:
Printing n.e.c

Nace 2223:
Bookbinding

Nace 2224:
Pre-press activities

Nace 2225:
Ancillary activities
related to printing

Number of enterprises —
NACE DE 222 - 27 countries

Country
Austria
Belgium
Bulgaria *
Cyprus
Czech Republic
Germany
Denmark
Estonia
Spain
Finland
France
Greece
Hungary
Ireland

Italy
Lithuania
Luxembourg
Latvia
Malta
Netherlands
Poland
Portugal
Romania *
Sweden
Slovenia

Slovakia

United Kingdom

EU-27

77

298

201

3915

11 146

2987

1330

3683

1133

245

18777

124 244

(\[e]

1093

201

18 283

123 105

Source Intergraf — The evolution of the European Graphic Industry — Publication year 2005

* Source Eurostat
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Origin of pulp

and paper
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Certified forest as a percentage of total forest
area by region

60%

51%

50%
40%
34%

30%
20%
10%

3%

.
0% I .

EU

North America ~ Oceania Other Europe  Latin America Africa Asia

Source Kraxner and al. 2006

Forest certification is not uniform throughout the world, with areas such as the EU or North
America showing a 30% to 50% rate of certification, and the other regions below 5%.

Africa and Asia in particular show very low rates of certification, having only recently become
aware of the stakes of forest certification.

Latin America is mostly composed of forest (Amazonia for example) which explains the very
low rate of certified forest.



Certified Forest in the world, mainly in Europe

and North America

North America

21 Mha 122,65 Mha

Latin America

& m

8Mha 2,5Mha
Source FSC, PEFC, 2006

M Percentage with PEFC certification
[ Percentage with FSC certification

Europe

35 Mha

Africa

2,5%

2Mha 0 Mha

53 Mha

Asia Pacific

& (0

2,5Mha 5 Mha

143



144

Asia and CEPI countries do not meet their
Oown ﬂeedS O]C pL”p o (figures in MTong)

North America
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40

20
10

Production Consumption

Latin America
80

60
40

20

- e .

Production Consumption

Source CEPI, 2004
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Consumption

Rest of the world
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Other Europe
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Production
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Consumption



... and resort to Import ... o

Other Europe

North America

Asia

Latin America

M Exports, in kTons
[ Imports, in kKTons

Source CEPI, 2004
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... particularly China for chemical pulp

(in KTons), in 2005

North America

Indonesia

Latin America

Other

Source Global Trade Atlas, China Import Data
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Pulp can be considered as a global market

> The CEPI countries, as well as Asia, consume more pulp than they can produce. Thus
these areas have to import pulp to meet their demand.

> Pulp is therefore a global market, characterised by import and export  ows worldwide,
implying increased competition for pulp producers in Europe.

> In particular, imports account for almost 11% of the CEPI countries’ pulp consumption.
North and Latin America provide nearly 90% of the imports.

> Asia has recourse to importing to meet 25,5% of its pulp needs. China in particular imports
almost 6KTons of chemical pulp, mainly from North America, Latin America and Indonesia.

> Indonesia provides 21,5% of the chemical pulp imported into China. However, the certified
forest map shows a very low proportion of certified forest in the Asia-Pacific area, which
might pose the problem of the origins of the pulp imported by China and particularly the
origin of the wood used for the manufacture of chemical pulp.
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Production and consumption of paper,
all categories included vy

Other Europe
100
North America =,
100 CEPI
100
. o NS NN
S 50 Production Consumption
0
Production Consumption 0
Production Consumption

Latin America

Production Consumption

100

50

0

Production Consumption

Rest of the world

50

o__ o S
Production Consumption

Source CEPI, 2004
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CEPI countries: trade of paper,
all categories included i kmong

Other Europe

North America

Asia

Latin America

M Exports, in kTons
[ Imports, in KTons

Source CEPI, 2004
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Paper as a global market

> Similarly to pulp, paper can be considered as a global market. Asia for example imports
in order to meet nearly 11% of its paper needs. CEPI countries in particular account for
almost 31% of paper imports (all categories included).

> Although its pulp trade balance is positive, Latin America still needs to import 17% of its
paper consumed. In fact, the infrastructures for paper production are not as developed as
the pulp manufacturing plants. Nevertheless, Latin America remains a serious future threat
for paper manufacturers given its high production potential.

> As a conseguence, competition in the paper sector could increase under pressure from
Latin America, which could prove to have positive effects for printers by contributing to a
reduction in paper prices.



Furope: Deliveries compared to Production capacities

Production capacities in Western Europe (in kTons)

35000
30000
25000
20000
15000
10000

5000

— Production capacities

Demand 0

Source CEPI, 2004 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

> Production capacities in Europe exceed demand. Moreover, since 2001, the gap between
production capacities and demand has been increasing, revealing overcapacity in paper
production.

> As a consequence, competition on prices has increased thus favouring the printing
industry.

> Nevertheless, in 2006 some mills closed down, reducing production capacities by 700.000
tons, in order to adapt to demand. Prices are thus likely to rise in the future.
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Index of prices

> Both pulp and paper are cyclical markets
driven mainly by the trend of the GDP
in the main economies. The constant
growth until 2001 can be explained by the
favourable economic climate worldwide.

> The September 11 bombings generated a
slump bringing about a global economic
recession. Overcapacity in the production
of pulp and paper made prices go down.

> The cyclical effects make it more difficult
for printers to forecast and to adapt to the
trends in the price of paper.

Market pulp prices - belached pine pulp
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Magazine paper prices in Europe (in €/ton)
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Source Finnish Forest Industries Federation

— LWC offset 60g
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Source PPI
Newsprint* prices in Europe (in €/ton)
97 98 99 00 01 02 03 04 05 06
Source PPI
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b3% of the fibres produced
from recovered papers

Fiber sources for paper production > The major share of the fibre used for
paper manufacture in China comes from
imported paper.

> The Chinese are able to produce almost
53% of the fibre used by recycling paper,
compared to 50% and less in Europe and
in the United States.

> Moreover, the Chinese still rely on imports
as a source of fibres, given that almost
45% of the fibres used are imported in the
form of wood pulp or waste paper.

> A few issues may be considered:
¢ How to ensure accurate traceability of
the fibre used?

I Woodpulp domestic ® How good is the quality of the paper
Il Woodpulp imports produced from waste paper?

Non Wood-pulp ¢ Are the Chinese printers able to maintain
[T Waste Paper domestic a high productivity rate given the

[ Waste Paper imports Source China Paper Almanach possible low paper quality?
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Standard European company model:
comparison of financial ratios (1/2)

Methodology
Profit & loss
Return on sale
(commercial efficiency)
Return on Investments
Assets turnover
(capital intensive
intensity )
Assets
Standard
Western European New Member

EurOpean Companies States Companies
company
model*

5121 k€ 2434 k€

6 498 k€ 2682 k€

Profit & Loss

* Average based on an
extract from Amadeus
database, FY05, only
companies with a
turnover > 1,5 € million
and total employees < 500.
Western Europe:

29 countries
New Member States:
19 countries

Employees
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Standard European company model:
comparison of financial ratios (2/2)

Those comparison ratios highlight the
differences between two economic models.

> Western Europe favours investments
Western European New Member in assets and particularly in production
Companies States Companies equipment because of high wage costs
which have to be compensated for by
an increase in equipment productivity
Return On Sales (raw material prices are global with non-
significant differences between European
countries, so the difference observed in
the EBIT/Turnover ratio is due to salaries
and other production charges). The
weakness of the Return on Investment
ratio poses the problem of the investment
capacity of the companies and makes it
difficult to write any scenario.

Assets Turnover

Return On
investments

> The printing industry in new Member
States is partly equipped with the second-
hand machines of Western European
printers. Thus, productivity and asset
turnover are not high. East European
printers could reduce this gap thanks to
low wage costs. The Return on Investment
is high (near 6%) and still attractive for
foreign investors. A possible scenario
would be investments being maintained at
a high level in Eastern Europe, increasing
the productivity and competitiveness of
those countries. The only unknown factor
is the trend in wage costs, how long will
it take for salaries to reach the Western
European level?

EBIT/Turnover

Turnover/capita
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