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Commentary
Every time I look at the linerboard market I am reminded of the children’s story about the little train that could.  He chugged and chugged, straining oh so slowly up the hill.  In the same way linerboard prices are struggling to keep upward momentum, though unlike in the story, the linerboard hill keeps getting steeper.  The situation on the surface doesn’t look too grim – April inventories did fall by 6,500 tons to 2.691 million tons, caused by strong demand and mill downtime of 250,000 tons, partially offset by one less shipping day.  However, inventories historically fall 39,000 tons in April.
It is the trends that suggest a different ending for the linerboard train.  The Federal Reserve may be the biggest threat to linerboard pricing momentum.  Higher interest rates will have two undesirable effects on the market: first, the obvious one of slowing domestic demand, a key factor in linerboad demand, and second, providing support for an already strong dollar, making U.S. exports more expensive.  
To keep the market steady, downtime will have to keep causing a reduction in inventories to a level below the current 4 weeks of supply.  It does make one wonder how the market will reabsorb this capacity if demand does indeed moderate.
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Long-term prices as of May 22, 2000 — June Start (U.S. Denomination)

Enron’s Bid Prices for Pulp, Paper and Packaging 	Bid
		  3 Year     5 Year		Current RISI Index
No. 5 40 lb. Coated/Ton 		880.00 	870.00	875.00
No. 5 34 Ib. Coated/Ton 		1,050.00 	1,040.00	1030.00
No. 3 60 Ib. Coated/Ton 		935.00 	930.00	940.00
No. 4 50 Ib. Coated/Ton 		940.00 	935.00	930.00
35 Ib. SCA 		830.00 	825.00	825.00
48.8 Gram Newsprint/ Metric Ton (East)		585.00 	585.00	550.00
NBSK US 		705.00 	620.00	670.00
42 Ib. Linerboard PPW East Avg 		*	*	460.00
26 lb. Medium PPW East Average		*	*	450.00
No. 4, 83-85  Xerographic                     	850.00     845.00	830.00
50 Ib. Offset Rolls 		775.00 	770.00	745.00
20 lb Formbond                     	755.00     740.00	765.00
OCC – RISI 		90.00 	85.00	114.00
ONP – RISI		70.00	65.00	97.00

Enron’s Offer Prices for Pulp, Paper and Packaging	 Offer	
		  3 Year     5 Year		Current RISI Index
No. 5 40 lb. Coated/Ton 		910.00	900.00	875.00	
No. 5 34 Ib. Coated/Ton 		1,080.00	1,070.00	1030.00
No. 3 60 Ib. Coated/Ton 		965.00	960.00	940.00
No. 4 50 Ib. Coated/Ton 		970.00	965.00	930.00
35 Ib. SCA 		865.00	860.00	825.00
48.8 Gram Newsprint/ Metric Ton (East)		615.00	615.00	550.00
NBSK US 		725.00 	650.00	670.00
42 Ib. Linerboard PPW East Avg 		*	* 	460.00
26 lb. Medium PPW East Average		*	* 	450.00
No. 4, 83-85  Xerographic                     	890.00     885.00	830.00
50 Ib. Offset Rolls 		810.00 	805.00	745.00
20 lb Formbond                     	795.00     790.00	765.00
OCC – RISI 		110.00 	105.00	114.00
ONP – RISI 		90.00 	85.00	97.00
*Call for most recent quotes
Clarification to Index pricing: Please remember that the financial hedge price should be compared to the RISI index only, not the physical price you pay or receive.  If you typically receive a $40 discount, simply subtract $40 from Enron’s financial offer.  This will allow you to compare your current physical price to the financial price at which you could hedge against future price increases.
Our Goal: 
To Become the Leading Provider of Physical and Financial Risk Management Services to the Pulp, Packaging and Paper Industry
For general & contracting information please contact (U.S.):
	Voice	Fax	Internet Address
Bryan Burnett	713-853-7766	713-646-3253	bryan.burnet@enron.com
Bob Crane	713-853-0638	713-646-3253	bob.crane@enron.com
Edward Ondarza	713-853-6058	713-646-3253	edward.ondarza@enron.com

The views herein are incidental to the business of Enron Capital and Trade Resources and its affiliates which are engaged in swaps, forwards options, cash transactions for their own accounting commodities.  The prices and market for such products are affected by a variety of circumstances including the trading activities of market participants.  Enron Capital & Trade Resources assumes no responsibility or liability for the accuracy or completeness of the pricing information herein.  The views herein are not intended to provide advice or recommendations and the customer accepts sole responsibility for its decisions to enter into any transactions with Enron Capital & Trade Resources or its affiliates.  Views expressed are subject to change without notice.
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