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Financial Highlights

H1 2008/09
Revenue £1,102.8m
Operating profit £54.4m
Profit before tax £44.1m
Free cash inflow £19.9m
Adjusted EPS 7.7p

Dividend 2.6p

Reported A

17.0%

(9.9)%

(21.4)%

£1.4m

2.7)p



Group Income Statement

Revenue 1,102.8 942.7 17.0%
Packaging 752.1 641.7 17.2%
Office Products Wholesaling 350.7 301.0 16.5%

EBITDA 88.8 90.5 (1.9)%
Packaging 80.7 80.7 -
Office Products Wholesaling 8.1 9.8 (17.3)%

Operating profit 54.4 60.4 (6.0)

Associated companies 0.6 2.0 (1.4)

Net interest (11.1) (10.6) (0.5)

Employment benefit finance income 0.2 4.3 (4.1)

Profit before tax 44.1 56.1 (12.0)




Group Income Statement (cont.)

Profit before tax 44.1 56.1 (12.0)
Taxation (including exceptional tax charge) (26.4) (15.0) (11.4)
Profit after taxation 17.7 41.1 (23.4)
EBITDA margin — % 8.1% 9.6% (1.5)pts
Operating margin — % 4.9% 6.4% (1.5)pts
Capital employed 1 — £m 1,005.3 891.4 113.9m
Adjusted return on capital employed 1 — % 10.8% 13.6% (2.8)pts

1 Monthly average




Energy

H1 2008/09 energy bill £59m (H1 2007/08 £41m)

Underlying increase of £7m?! year-on-year

Key Factors
Volatility in commodities prices

Price hedging used to limit volatility on open market
purchases

Lagged price movement from supply contracts

1. adjusted for the acquisition of New Thames mill



Packaging

Revenue — £m 752.1 641.7 17.2%
EBITDA—-£m 80.7 80.7 -
EBITDA margin — % 10.7% 12.6% (1.9)pts
Operating profit — £m 48.9 53.6 (8.8)%
Operating margin — % 6.5% 8.4% (1.9)pts
Capital employed ! — £m 874.4 765.6 14.2%
Return on capital employed 1 — % 11.2% 14.0% (2.6)pts

1 Monthly average




UK Paper and Corrugated Packaging

Revenue — £m 437.0 367.1 19.0%
EBITDA —£m 47.2 55.3 (14.6)%
EBITDA margin — % 10.8% 15.1% (4.3)pts
Operating profit — £m 28.8 39.9 (27.8)%
Operating margin — % 6.6% 10.9% (4.3)pts
Capital employed ! — £m 543.4 464.7 16.9%
Return on capital employed 1 — % 10.6% 17.2% (6.6)pts

1 Monthly average




UK Paper and Corrugated Packaging

Revenue up due to acquisition of New Thames Paper
Mill, £57.9m, and Severnside Recycling growth

Lower paper and box volumes and higher input costs

Recycling services: grew revenue and profit contribution;
continued development of value-added services

Paper: lower CCM volumes; higher energy and waste
costs; lightweight CCM project on track

Corrugated packaging: lower volumes; outperformed the
market; benefiting from strengthened position in FMCG



Continental European Corrugated Packaging

Revenue — £m 191.2 165.0 15.9%
EBITDA — £m 23.8 14.6 63.0%
EBITDA margin — % 12.4% 8.8% 3.6pts
Operating profit — £m 16.1 8.0 101.3%
Operating margin — % 8.4% 4.8% 3.6pts
Capital employed ! — £m 199.7 176.4 13.2%
Return on capital employed 1 — % 16.1% 9.1% 7.0pts

1 Monthly average




Continental European Corrugated Packaging

Benefited from being a net buyer of CCM, raised box
prices, strong euro and good cost control

Lower sales volumes in France, Italy and Turkey,
particularly in industrial sector; FMCG relatively stronger

Further good growth in Poland despite market slow-down;
continued development in Czech Republic and Slovakia

Ukraine (associate): lower sales volume and higher input
costs and currency effect on debt



Plastic Packaging

Revenue — £m 123.9 109.6 13.0%
EBITDA — £m 9.7 10.8 (10.2)%
EBITDA margin — % 7.8% 9.9% (2.1)pts
Operating profit — £m 4.0 5.7 (29.8)%
Operating margin — % 3.2% 5.2% (2.0)pts
Capital employed ! — £m 131.4 124.5 5.5%
Adjusted return on capital employed 1 — % 6.1% 9.2% (3.1)pts

1 Monthly average




Plastic Packaging

Liquid packaging and dispensing: improved result
USA: good performance — growth in new market sectors
Europe: restructuring progressing

Returnable transit packaging: weaker demand
Beverage crates: deferral of replacement programmes
Automotive and construction sectors weak

Smaller businesses: slow-down in customer activity levels

Polymer prices: spiked in July; now falling




Office Products Wholesaling - Spicers

Revenue — £m 350.7 301.0 16.5%
EBITDA — £m 8.1 9.8 (17.3)%
EBITDA margin — % 2.3% 3.3% (1.0)pts
Operating profit — £m 5.5 6.8 (19.1)%
Operating margin — % 1.6% 2.3% (0.7)pts
Capital employed ! — £m 130.9 125.8 4.1%
Adjusted return on capital employed 1 — % 8.4% 10.8% (2.4)pts

1 Monthly average




Office Products Wholesaling - Spicers

Strong advance in revenue, principally in UK

Demand slowing, especially in non-electronic office
supplies (nEQS)

UK: substantial growth in EOS, supporting our dealers;
raised efficiency, competitive environment; cost reduction
programme

Continental established businesses (France, Benelux):
sluggish sales, lower margin mix

Development businesses: profit progress
Germany: good sales growth
Spain: solid performance in tough market conditions
Italy: strong growth, ahead of plan



Pension Accounting Effects

IAS 19

Equities 347.4 490.8
Bonds, gilts and cash 208.2 231.0
Market value of assets 555.6 721.8
Value of liabilities (728.6) (797.7)
Deficit in the scheme (173.0) (75.9)
Deferred tax 48.7 21.4
Net pension liability (124.3) (54.5)
Employee benefit net finance income 0.2 8.8
Discount rate 6.4% 5.9%




Group Balance Sheet

Property, plant & equipment & investments 652.7 550.6 102.1
Intangibles 218.9 192.7 26.2
Other non - current assets 0.8 2.3 (1.5)
Net current assets 121.7 129.9 (8.2)
Other derivatives 23.1 0.9 22.2
Deferred tax (27.4) (59.9) 32.5
Long-term creditors and provisions (26.2) (22.5) (3.7)
Net debt (262.0) (188.5) (73.5)
Pension scheme deficit (173.0) (11.2) (161.8)
Net assets/shareholders’ funds 528.6 594.3 (65.7)




Free Cash Flow

Operating profit 54.4 60.4 (6.0)
Depreciation and amortisation 34.4 30.1 4.3
EBITDA 88.8 90.5 (1.7)
Working capital 1.7 (18.1) 19.8
Exceptional costs (1.3) (2.5) 1.2
Other (8.8) (3.8) (5.0)
Cash generated from operations 80.4 66.1 14.3
Capital expenditure (44.4) (37.7) (6.7)
Asset disposals 3.4 5.5 (2.1)
Taxation (8.6) (7.6) (2.0)
Interest (20.9) (7.8) (3.1)
Free cash flow 19.9 18.5 14
Dividends (24.3) (23.5) (0.8)
Acquisitions/disposals (2.3) 0.7 (2.0)
Net Cash flow (5.7) 4.3) (1.4




Strong Balance Sheet

Assets and location
High quality assets .
Strong market positions s

Low net debt :EBITDA
1.5x H1 2008/09 (1.4x FY 2007/08)

Liquidity
Average four years seven months maturity
Headroom £288m

Pension deficit
Recovery payment agreed £15.6m pa (£14.6m pa 2007/08)
Next actuarial valuation 30 April 2010




Refinancing August 2008

DS Smith: debt maturity

Refinanced main 5 year facility
August 2008

£287.5m (previously £250.0m)

Slight relaxation of covenants

Increased finance costs £3m pa

Future funding security
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Key Points

Strong market positions
Excellent cash generation
Investing for the future

Strong balance sheet



Strategy
and
Action Programme

Tony Thorne

Group Chief Executive



H1 2008/09 Performance Drivers

Operating profit H1 Change  Key Drivers

2008/09 Vs H1

07/08
£m £m

UK Paper and Corrugated 28.8 (11.1) Lower demand; higher input costs
Cont. European Corrugated 16.1 8.1 Raised box prices; Poland growth; Euro
Plastic Packaging 4.0 (1.7) RTP: lower demand; LP&D: improved
Packaging 48.9 4.7)
Office Products 5.5 (1.3) Established businesses down; development
Wholesaling businesses up

Total 54.4 (6.0)




Strategy - Recap

PACKAGING

Aim: profit progress through the industry cycle
Dampen volatility
Sustain profit growth in less cyclical parts

Target returns: 11.5+% ROACE over the cycle

OFFICE PRODUCTS WHOLESALING

Aim: roll-out the model in Europe; profit growth
Rebuild UK; grow continental Europe
Extend service offering

Target returns: 20+% ROACE




Packaging Priorities

Maintain drive for lower cost structure and better efficiency
Intensified in current market conditions

Provide leading levels of quality and responsiveness
A key focus to maximise sales

Dampen the volatility resulting from the industry cycle
H1 result assisted by good performances in:
~ Recycling
~ Converted corrugated packaging — UK and continent



Spicers Priorities

Continue improvement in profitability in important UK business
Sales up; service improved — not translated into better profits

Maintain competitiveness in France and Benelux
Competing well but in a slowing market

Grow returns from Germany, Spain and Italy
Progress



Packaging External Environment — Demand and Supply

Corrugated packaging (box) demand: Box Demand
Q3 significantly weaker than H1 % change 2008/2007
October UK -5% Jan-June  July-Sept
FMCG (65% of market) stronger than
industrial 0.5 = o
Paper: -2.2 = UK
CCM: 29
~ Lower demand in line with boxes Source: FEFCO 4.3
~ Lightweight demand remains strong Corrugated packaging volume (M. sq. metres)

~ New capacity in 2009
~ Announcements of closures

Plasterboard liner: market down 25%

Plastic packaging demand.

RTP: automotive, construction slow-down;
beverage deferring crate orders

Bag-in-box: satisfactory




Packaging External Environment — Costs and Prices

Costs:
Energy high through much of H1; now easing
Waste paper:
~ Prices high until mid-October; Asian buying turned down
~ Recent sharp fall
Polymer: peaked in July; recent sharp fall

Prices:

CCM:
~ UK: supported by strong euro; starting to erode
~ Continent: substantial reduction

Boxes:
~ UK: firm to date
~ Continent: some limited softening

Plastic packaging:
~ Increases to recover previous high polymer costs
~ Some pressure




Office Products Wholesaling — External Environment

Demand
Weakening - especially for non-electronic office supplies (EOS)
Greater impact in our established markets

Competitive environment
UK intense; Spicers holding ground

Credit pressures
Many dealers under-capitalised
Stockless approach increasingly attractive; supported by wholesaler




Market Positions — Packaging: Waste Paper and Paper

UK leader in recycling: box back on shelf in 14 days Cradie-to-cradle

Waste paper collection:
No.1 in UK; growing and developing its services
A major asset in volatile waste market conditions

Paper:
No.1 in CCM in UK; leading European plasterboard liner supplier
Adjust production to demand levels

Lightweight CCM
~ The growth CCM sector
~ New Thames on schedule for January 2009 start up

Kemsley site in top quartile of European cost-competitiveness




Market Positions — Packaging: Corrugated Boxes

UK:
No.1; outperforming the market
Leader in retail-ready and promotional packaging for FMCG
Maintain high service levels
Adjust capacity and costs given lower demand

Continental Europe:
France:
~ Further development of FMCG position
~ Adjust heavy-duty capacity to industrial market demand
Italy: highly efficient plants for FMCG
Poland: well-invested; strong position
~ Continue growth in value-added products for FMCG
~ Maintain regional development
Ukraine (associate): market leader
~ Investing for growth
~ Resolve loan devaluation issue




Market Positions — Plastic Packaging

RTP: Leading European supplier; broad geographic base
Shortage of high volume contracts
Operational and structural cost reduction

LP&D: Global No.2 in bag-in-box
Continued growth in USA — new products
Adjust to reduced demand from eastern Europe and Russia

Maintain new product development
RTP retail solutions
LP&D new outlets




Market Positions - Office Products Wholesaling

Spicers: No.1 European office products wholesaler
Strong established positions: UK, France, Benelux
Development businesses: Germany, Spain, Italy

Attractive business model
Dealer channel proving robust
Dealers looking for logistic and promotional support

Competitive strengths:
Breadth of product range
High quality e-commerce tools
Support stockless or internet dealers; fast-growing sector
European spread and scale - purchasing advantages

UK:
Maintain high service levels
Continued drive for lower costs

Continent: continue to grow share
Maintain tight control on credit and working capital




Action Programme

Service and price management remain key

Reduce costs:
Lowering structural cost base
Setting appropriate cost base for each major business for 2009/10
Increasing productivity — ensure we meet customer demands

Envisaged cash cost in H1 calendar year 2009 £12-15m; annual cash
payback at least this level, the majority coming through in 2009/10

Generate cash:

Working capital: manage tightly; adjust to trading conditions; control of
inventory and trade receivables

Capital expenditure:
~2008/09: curtailed to £85m including lightweight CCM project
~2009/10: limited to £50m — concentrated on stronger businesses

Underpins results and supports stronger businesses




Outlook

Difficult trading conditions — lower demand

Action programme to underpin results and support our
strong market positions

Cash generation remains a key focus

Positioning the Group to achieve a robust performance



Basis for Robust Performance

Strong market positions
Performance improvement programme already underway
Experience of managing in tough markets

Good cash management and financial position



Appendix



Guidance

Net Interest: H2 08/09 slightly higher than H1 08/09

Energy: FY 08/09 underlying up £14m; FY 09/10 level

Capital expenditure: FY 08/09 £85m; FY 09/10 £50m

Employment benefit finance income: FY 08/09 £0.4m,;
FY 09/10 £9m charge



