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Groundwood Paper Capacity a Key Wild Card
as Producers Battle Sluggish Demand
Demand for both coated and uncoated groundwood grades continues
its secular decline and in some grades the rate of decline has accelerated. Nevertheless, hope springs eternal as the fall catalog season
could bring a boost to demand and a much needed price increase.
The direction of the market and any change in pricing, however, could
be determined in large part by the state of idled capacity, particularly for supercalendered (SC) grades.
By Harold M. Cody
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The decline in demand isn’t a surprise to anyone that has

rates include the removal of 90,000 tons by Verso at the

been following the market in recent years. Various sources
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are predicting a decline in coated paper demand in the 4%

Catawba facility this past summer. The situation is similar

to 6% range overall this year. Coated freesheet demand year
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to date is off by about 6%. The drop is a continuation of the

wood capacity was closed in the last year.
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Other key advertising driven end-uses such as retail
newspaper inserts and catalogs, all of which are key groundwood paper markets, are also contracting.
Uncoated demand, as noted, has declined far more than

year earlier levels.
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of the 360,000 tpy Port Hawkesbury (Nova Scotia) SC mill,

other grades, as demand by catalogs, a key market for SC

which was shut down last fall. The restart could undermine

and other grades, has plummeted, down almost 20%. It’s

any chance of a price increase as it represents a significant

also reported that the extreme financial pressure felt by

portion of overall capacity — about one-third — in this

printers has led them to downgrade from higher quality

grade. The restart isn’t based on market factors but on finan-

grades to newsprint and lower quality MF grades. Giving

cial and political ones, making it anyone’s guess as to wheth-

credence to this are data on newsprint use, where non-daily

er it will occur. Some sources don’t think that the restart

newsprint consumption is reported to be up by almost one-

will have a major impact on the market while others believe

third based on PPPC data through April 2012. Magazine

it will. Sure seems like to me that a one-third increase in

advertising pages are off about 7% through the first half of

capacity would have an impact.
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While the overall outlook on the demand side remains
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pessimistic, hope remains that a seasonal boost to demand
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coupled with recent capacity adjustments may support a

Pricing and Capacity

price increase. The increase, if it occurs, will likely be frag-

Prices haven’t moved much in recent months but producers
are attempting to reverse that and have announced increases
recently. If demand is given a boost by the fall catalog printing season, the increases might have a chance at success,
in particular since most mills continue to lose and struggle
financially.
Prices have remained surprisingly stable over the last few
months due to the fall in supply for almost all groundwood
grades. LWC prices dipped some in July, but looked a little
better in August.
Coated groundwood capacity in the U.S. has slipped
steadily over the last five years, dropping by almost one
quarter according to AF&PA and industry estimates, to just
over 3.5 million tons.
Recently, LWC and SC capacity was reduced by the
unplanned and now permanent shutdown of Verso’s Sartell,
MN mill due to an explosion and fire last May which
removed 180,000 tpy of capacity. Other coated groundwood

mented both in terms of the amount and timing, given all
the ups and downs of each individual market segment and
grades.
In late August, major producers announced a $60/ton
price increases on coated groundwood grades and $40
on supercalendered grades effective in October. It’s been
reported that a July increase on coated groundwood has
been partly implemented, which raised prices by about $20
per ton. Average prices for LWC roto grades were about
$975/ton with SC-A grades going for about $845/ton at the
end of the summer.
Producers have worked hard to manage supply and thus
the announced price increases, particularly for LWC, have
a good chance to succeed. But it still may come down
to chance — when and if idled capacity is brought back
online. n
Harold Cody is a contributing writer for PaperAge. He can be
reached by email at: HCody@paperage.com.
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